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Rally to continue, but with limited upside; more Taiex volatility ahead             
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AI frenzy to keep Taiex afloat in 2025, but further index upside will be limited, with 
increased volatility 

The emergence of generative AI boosted Taiex returns to around 30% in 2023-24, 
outperforming most major bourses. Moving forward, as large CSPs continue aggressive 
AI investment, driving rapid growth in AI server demand in 2025-26F, we believe the Taiex 
will continue a bull run in 2025F. That said, as gains in the Taiex index and valuations have 
almost reached historic peaks, which, coupled with decelerating earnings growth due to 
a high 2024 base and lackluster demand in non-AI sectors, will cap accumulated index 
upside on a full-year basis. We estimate the Taiex will peak at 25,500 in 2025, implying 
2025F PE of 19x, and will trough at 20,000, for 2025F PE of 15x. 

US achieved an economic soft landing; liquidity injection to steer China away from 
worst-case economic scenario 

After more than one year of interventions and adjustments, the US Fed pulled off an 
economic soft landing. In 2025, we believe the US job market will stay resilient, and 
support robust consumption demand. The AI arms race and tax cuts proposed by US 
President-elect Trump will likely stimulate US businesses to raise capex. Against this 
backdrop, we believe 2025F US economic performance will converge to a soft landing. 
China is still battling against turmoil stemming from the bursting of the housing bubble 
and rising US-China tensions, but as the central government rolled out aggressive 
stimulus policies to revitalize the market, and will likely opt for expansionary fiscal 
policies, we do not expect China to be a drag to global end-market demand. Historically, 
a growing economy and interest rate cuts are both favorable to stocks, especially those 
of the tech, communication services and consumer discretionary sectors, which are 
sensitive to high interest rates. That said, Trump’s business tax cuts, deportation of illegal 
immigrants, and raising of import tariffs could create conditions for a resurgence of 
inflation, consequently forcing the Fed to re-adjust its rate cut policy. As such, we have 
to stay alert and fine-tune our investment strategies accordingly. 

Be aware of inflection points in 1Q25F; accumulate shares during pullbacks; range-
trading to be best strategy in 2025 

Although the Taiex will extend its bull run in 2025F, the greatest upside will derive from 
drastic swings rather than index peaks. We project the Taiex to peak in 1Q25F and trough 
in 3Q25F, so we recommend investors stay aware of inflection points in 1Q25F, with an 
eye to seasonality, earnings growth slowdowns, peak valuations, the rate cut cycle 
coming to an end, and risks stemming from Trump. 

Conclusion & top picks 

Our main theme for 2025F Taiex investment is “AI for electronics, MAGA for non-
electronics.” For the electronics industry, AI plays will have the clearest visibility. We have 
to focus on counters with a PEG below 1, as their valuations do not yet fully reflect the 
earnings growth from exceeded sales expectations in 2024, and further AI gains will 
materialize in 2025F. AI ASIC are presenting an excellent business opportunity on rising 
demand for customization, driven by specific AI applications. Additionally, gaming PCs 
will enter a replacement cycle, which happens every 2-3 years, thanks to new graphics 
cards. For non-electronics, we are upbeat about sectors that will benefit from Trump’s 
proposed policies (MAGA), including aerospace, industrial automation, heavy electrical, 
and generic drugs. Finally, we recommend investors engage counters with high yields for 
asset allocation, as the Taiex will see inflection points in 1Q25F, creating space for both 
aggressive and defensive trading strategies. Our top picks are: TSMC (2330 TT), WinWay 
(6515 TT), MPI (6223 TT), M31 (6643 TT),Hon Hai Precision (2317 TT), Quanta Computer 
(2382 TT), Asia Vital Components (3017 TT), Delta Electronics (2308 TT), Elite Material 
(2383 TT), Gold Circuit Electronics (2368 TT), Unimicron (3037 TT), Accton (2345 TT), 
Visual Photonics Epitaxy (2455 TT), MediaTek (2454 TT), Faraday (3035 TT), Alchip (3661 
TT), Andes (6533 TT), Asustek (2357 TT), Drewloong Precision (4572 TT), Hiwin (2049 TT), 
Fortune Electric (1519 TT), Lotus Pharmaceutical (1795 TT), Cathay FHC (2882 TT), CTBC 
FHC (2891 TT), and Uni-President Enterprises (1216 TT). 
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All the above named KGI analyst(s) is SFC licensed person accredited to KGI Asia Ltd to carry on the relevant 
regulated activities. Each of them and/or his/her associate(s) does not have any financial interest in the 
respectively covered stock, issuer and/or new listing applicant. 

Disclaimer All the information contained in this report is not intended for use by persons or entities located in or residing in jurisdictions which restrict the distribution of this information by KGI Asia 
Limited (“KGI”) or an affiliate of KGI. Such information shall not constitute investment advice, or an offer to sell, or an invitation, solicitation or recommendation to subscribe for or invest 
in any securities or investment products or services nor a distribution of information for any such purpose in any jurisdiction. In particular, the information herein is not for distribution and 
does not constitute an offer to sell or the solicitation of any offer to buy any securities in the United States of America, or to or for the benefit of United States persons (being residents of the 
United States of America or partnerships or corporations organised under the laws of the United States of America or any state, territory or possession thereof). All the information contained 
in this report is for general information and reference purpose only without taking into account of any particular investor’s objectives, financial situation or needs. Such information is not 
intended to provide professional advice and should not be relied upon in that regard. 

Some of KGI equity research and earnings estimates are available electronically on www.kgi.com.hk. Please contact your KGI representative for information. The information and opinions 
in this report are those of KGI internal research activity. KGI does not make any representation or warranty, express or implied, as to the fairness, accuracy, completeness or correctness of 
the information and opinions contained in this report. The information and opinions contained in this report are subject to change without any notice. No person accepts any liability 
whatsoever for any loss however arising from any use of this report or its contents. This report is not to be construed as an invitation or offer to buy or sell securities and/or to participate in 
any investment activity. This report is being supplied solely for informational purposes and may not be redistributed, reproduced or published (in whole or in part) by any means for any 
purpose without the prior written consent of KGI. Members of the KGI group and their affiliates may provide services to any companies and affiliates of such companies mentioned herein. 
Members of the KGI group, their affiliates and their directors, officers and employees may from time to time have a position in any securities mentioned herein.  


