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Export orders to climb by 10% YoY in April

[IE

March export orders were up 1.2% YoY,
missing market consensus of 4% YoY
growth, but beating our forecast of a
contraction. The electronics downstream
underperformed  the  midstream &
upstream. Orders for raw materials &
conventional industries declined YoY.

. Orders from the ASEAN & China were up

YoY. The trends of rising orders from the
ASEAN & higher weightings for overseas
manufacturing have held for some time.

Export orders to climb by 10% YoY in
April, in line with our forecast of a more
meaningful rebound in 2Q24F.

March export orders were up 1.2% YoY, missing market consensus of 4% YoY growth, but
beating our forecast of a contraction

Taiwan export orders totaled US$47.16bn in March, up 25% MoM, but down 1.3% QoQ
when seasonally-adjusted, and up 1.2% YoY, below consensus of 4% growth YoY (see
Figure 1), but above our forecast of a contraction.

The electronics downstream underperformed the midstream & upstream; orders for raw
materials & conventional industries declined YoY

Among major products, ICT orders rose 27.2% MoM and 4.3% YoY, to US$13.29bn in
March, on higher demand from Al smart applications and the cloud industry, boosting
server orders, but lower NB orders partially offset the higher server sales. March
electronics orders were up by 12% YoY to USS$16.5bn, on higher demand for high power
computing and Al, increasing orders for wafer distributors, IC design, foundries and PCB.
Optical instrument orders were up by 11.8% YoY to US$1.71bn, due to TV restocking
demand, which grew orders for large-sized panels, leading to higher prices. Rising orders
for optical lenses also contributed to growth. Orders for raw materials retreated across
the board. Base metal orders were down by 10.4% YoY in March, on sluggish demand in
the steel sector. Plastics and rubber orders slumped by 9.3% YoY on new capacity ramp-
ups from overseas competitors, resulting in oversupply. Chemicals orders were down by
2.2% YoY, while petrochemicals also faced headwinds on overseas competition, leading to
price cuts. However, drug orders edged up, partially offsetting the decline in
petrochemical demand. March machinery orders slumped by 13.9% YoY, as end-market
demand has yet to recover, resulting in conservative equipment investment by businesses
(see Figures 2 & 3).

Orders from the ASEAN & China grew YoY; the trends of rising orders from the ASEAN &
higher weightings for overseas manufacturing have held for some time

Orders from the US were down 2.2% YoY in March, with ICT down the most, by 11.1%, or
US$560mn. Orders from China and Hong Kong were up 7.7% YoY, with electronics orders
up the most, by 20.1%, or US$1.02bn. Orders from Europe were down by 6.2% YoY, with
base metals down the most, by 31%. Orders from the ASEAN and Japan were up 19.3%
and down 18% YoY, respectively (see Figures 4 & 5). The trends of rising orders from the
ASEAN and higher weightings for overseas manufacturing have held for some time.

Outlook — Export orders to climb by 10% YoY in April, in line with our forecast of a more
meaningful rebound in 2Q24F

March export orders, despite being tepid, returned to YoY growth, in line with our
forecasts of recoveries in the manufacturing sector and for export orders. However,
demand will be weighed upon by negatives attributable to the Fed keeping interest rates
higher for longer, and mounting geopolitical risks. The Taiwan household-based diffusion
index was at 49.9 in April, while the order value-based diffusion index was at 49.6 (see
Figure 6). We believe export orders will climb by 10% YoY in April, in line with our forecast
of a more meaningful rebound in 2Q24F.
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Figure 1: March export orders up 1.2% YoY
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Figure 2: Main order categories

Mar-24 From Jan-24 to Mar-24

Value (USShn)  MoM (%) YoY (%)| Value (USS$hn) Weighting (%) YoY (%)
ICT 133 272 43 376 282 (9.8)
Electronics 16.5 249 12.0 472 354 82
Optics 17 212 118 47 35 139
Base metals 22 238 (10.4) 6.3 47 (2.1)
Machinery 17 253 (139) 46 34 (7.4)
Plastics/rubber 17 236 (9.3) 46 35 (18)
Chemicals 16 193 (2.2) 44 33 (0.1)
Total 47.2 25.0 1.2 133.3 100.0 (2.1)

Source: Bloomberg; KGI Research

Figure 3: The electronics downstream underperformed the midstream &
upstream; orders for raw materials & conventional industries declined YoY
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Source: Bloomberg; KGl Research

Figure 4: Orders from the ASEAN & China were up YoY
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Figure 5: Order weighting of China rebounded, US contracted
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Figure 6: Diffusion index sees April export orders as arriving flat MoM
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Figure 7: ICT & electronic machinery continued to recover MoM in March,
deviating from the correlation with China corresponding exports

Taiwan export orders (ICT & electronic machinery) YoY, percent (LHS); China corresponding exports
YoY, percent (RHS)
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Figure 8: Export orders YoY growth rose, in line with YoY Taiex revenue uptrend
Export orders YoY, percent (LHS); Taiex revenue YoY, percent (RHS)
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Figure 9: Major international political & economic events over the next quarter

Date Major event Possible effect

Since the two sessions didn't specify a clear path for an economic recovery, this meeting will send a signal for 2024
economic development.

The Fed is expected to maintain current interest rates, and provide more clues about the economy, inflation, and the
timing of interest rate cuts.

Late April China Polithuro meeting

April 30-May 1 Fed FOMC Meeting

une 6 ECB Monetary Policy The ECB will announce the first interest rate cut of a cycle, and the market will be concerned about the pace of
Meeting subsequent interest rate cuts.
June 11-12 Fed FOMC Meeting The probability of an interest rate cut has dropped sharply of late, and the market currently predicts that the Fed’s

first interest rate cut will be poptponed to September.

Source: KGI Research

Figure 10: Key economic data, US

Indicators Units 2020 201 2022 2023 Apr-23 May-23  Jun-23  Jul-23 Aug-23 Sep-23  Oct-23 HNov-23  Dec23 Jan-24 Feb-24 Mar-24
coe GDP QoQ SAAR QoQ %, SAAR 21 49 34
GDP Yol Yof % (2.2) 5.8 1.9 2.5 24 29 3.1
cPl Yo % 12 47 80 41 49 40 30 32 37 37 32 31 34 31 32 35
3 Core CPI Yo % 17 36 62 48 55 53 48 47 43 41 40 40 39 39 38 38
Cansumer prices X
PCE price index Yo % 1.1 42 6.5 37 44 40 32 33 33 34 9 27 16 1.4 25
Core PCE index Yof % 1.3 EX 5.2 4.1 48 47 43 4.2 37 36 34 3.2 2.9 2.9 28
Labor force participation rate % 615 62.0 623 625 626 6286 626 626 628 628 627 62.8 625 625 625 62.7
Unemployment rate %o 8.1 54 EX) A 34 37 36 35 38 38 38 37 37 37 38 ER:J
Mon farm payrolls '000 (9.274) 7245 4528 3,013 278 303 240 184 210 246 185 182 250 156 270 303
Labor market Net Change In total employment in labor force ‘000 (8,856) 6,135 4528 3,013 138 (255) 297 205 291 50 (270) 586 (683) (31) (184) 438
Challenger job cut announce YoY % 15.8 (1.2) (1.7) 21 176 287 25 (8) 267 58 ] 41) (20) (20) 9 1
Opening/ hiring X 1.07 1.56 173 1.58 1.66 1.51 1.35 1.54 1.59 1.59 1.49 1.60 1.34 1.34 1.50
Avg. hourly earnings Yo % 54 50 49 43 47 46 47 47 45 45 43 43 43 44 43 41
Industrial production Yo % (72) 44 34 02 04 01 (0.4} 0.1 {0.1) (0.2) (0.8) 0.1 11 (0.7) (03) 00
Durable goods orders Yo % (4.6) 18.4 83 4.4 27 7.5 8.0 29 30 5.9 07 10.0 34 (0.9) 45
Core capital goods orders Yo % (83) 128 65 17 10 32 14 04 06 05 08 14 08 {0:2) 30
Total business inventory sales ratio X 1.44 129 134 138 139 139 139 138 137 136 137 137 138 139 1.38
Manufacturing inventory’ sales ratio X 1.62 1.49 1.47 148 1.50 1.49 1.48 1.47 1.46 1.46 1.48 1.48 1.48 1.43 1.47
X Retail inventory/ sales ratio X 1.34 1.13 1.24 130 1.29 1.30 130 1.30 1.30 1.30 1.30 131 131 133 1.32
E;Z'nzz':mdmun ISM manufacturing index Point s24 606 535 471| 470 466 64 465 476 486 469 466 471 491 478 503
15M non-manufacturing index Point 543 62.4 56.1 518 523 51.0 536 528 541 534 519 525 50.5 534 526 51.4
1M manufacturing index: new orders Point 53.9 B4.3 516 48.0 455 419 437 47.0 4.4 486 48.2 47.8 47.0 52.5 43.2 51.4
Chicago Fed National activity Index Point (0.46) 040 (003) (011) 003 (018 {039 017 (025) 000 061) 025 (0.05) (054 005
Conference board leading index Yo % [C) 71 0.4 (77 (83) (8.2) (8.1} {7.8) {7.9) (8.1} (8.1) 77 72) 72) (6.4) (5.5)
C8l Loans for large/medium - tightening lending standard % 376 (151) 118 439 46.0 50.8 339 145
€&l Loans for large/medium - stronger demand % (155 (12} 124 (423) (558) (51.6) (30.5) (25.0)
Building Permits 000, SAAR 1,479 1,740 1,666 1,462 1417 1,496 1,441 1,443 1,541 1,47 1,498 1,467 1,493 1,489 1,523 1,458
Housing starts 000, SAAR 1387 1,606 1,551 1,423 1,348 1,583 1,418 1,451 1,305 1,356 1,376 1,512 1566 1375 1,549 1,321
Housing maret New home sales 000, SAAR 833 768 637 667 879 710 683 78 634 698 870 609 653 064 662
Existing home sales mn, SAAR 56 6.1 51 41 42 42 41 41 40 40 39 39 39 40 44 42
NAHB housing market index Point, 5A 7o 81 58 44 45 50 55 56 50 44 40 34 37 44 48 a1
S&PiCase-Shiller 20-city composite home price index Yo¥ % 10.3 18.6 4.8 6.2 (1.7) (1.8) (1.3) 0.1 2.2 40 5.0 5.5 6.2 6.6
Persanal expenditures Yo¥ %, SA (25) 24 25 22 16 18 21 25 20 2 2 29 i3 20 24
Retail sales YoY % 09 182 97 34 13 21 15 28 28 40 22 36 5.0 02 21 40
Cansumption Retail sales ex-autos Yo % 1.7 17.2 1.3 3. 1.6 1.4 0.5 1.7 24 34 0 31 4.0 0.8 2.0 4.3
Domestic vehicles sales mn, 5A 1730 1792 1648 1852 15.9 15.1 15.7 15.7 15.0 15.7 15.5 15.3 15.8 15.0 15.8 15.5
Conference board consumer confidence Point 101.0 127 1045 1054 103.7 1025 1101 1140 1087 1043 99.1 101.0 108.0 1109 10438 1047
Michigan Consumer Sentiment Index Point 81.5 77.6 59.0 63.4 63.7 59.0 04.2 7.3 69.4 67.9 63.8 B1.3 69.7 79.0 76.9 73.4
Fiscal Budget balance As % of GDP (15.2)  (10.5) (5.4) (6.5) (7.2) (7.8) (8.3) 2.4 {5.6) (6.3) (5.2) (8.3 (6.5) (8.3) (e.4) (5.9
! e Current account balance Ast%ofGDP| (28 (35 (38 (30 (32) 3.0) 29)
et foreign securities transactions Us $bn 505 907 1,321 1,008 97.0 1.9 194.2 13.8 92.6 17.4 (24.1) 98.7 150.6 14.0 71.5
Federal funds rate % 0.25 0.23 4.50 5.50 5.00 2.25 5.25 5.50 5.50 5.50 5.50 5.50 5.50 5.50 5.50 5.50
Monetary & financial 10-Year treasury yield % 0.91 1.51 387 388 342 364 3.84 3.9 4an 457 493 433 388 3.9 4.25 4.20
Dollar index Point 899 95.7 1035 1013 1017 1043 1029 1019 1036 106.2 1067 1035 1013 1033 1042 045

Source: Bloomberg,; KGI Research
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Figure 11: Key economic data, Taiwan

Indicators Units 2020 2021 2022 2023| Apr-23 May-23 Jun-23 Jul-23 Aug-23 Sep-23 Oct-23 Nov-23 Dec-23 Jan-24 Feb-24 Mar-24
GDP GDP YoY YoY % 34 6.6 26 13 14 22 49
Consumer prices CPI YoY % (02) 20 3.0 25 24 20 1.8 19 25 29 30 29 27 1.8 31 21
Core CPI YoY % 07 19 27 24 27 26 26 27 26 25 25 24 24 17 29 21
Labor market Unemployment rate % 38 37 36 34 36 35 34 34 34 35 34 34 34 34 34 34
Industrial production YoY % 88 147 (17) (125 (226) (160) (17.2) (154) (107) (67 (22 (18 (38 156  (11)
Markit Taiwan manufacturing PMI Point 477 463 471 443 448 441 143 46.4 476 483 471 488 486 4193
o NDC monitoring light signal Blue Blue Blue Blue Blue Yellow- Blue Yellow— Yellow Green  Green
Economic activity blue blue blue
NDC monitoring indicators Point 243 390 242 144 1.0 120 130 15.0 15.0 17.0 16.0 200 220 27.0 29.0
NDC composite leading index YoY % (0.5) 47 (300 (1.0 (4.8) (43) (3.9 (3.5) (3.3) (32) (3.1 (3.0 (3.1) 3.1 (2.9)
NDC composite coincident index YoY % (1n 83 10y (7 (42 (133 (1200 (103) (83) (6.2) 4.1) (2.1 (0.4) 10 19
Consumption Retail sales YoY % 02 33 74 6.9 15 171 139 53 43 6.9 5.1 12 11 03 93
Exports US$bn 3452 4466 4797 4326 36.0 36.1 323 387 374 388 38.1 375 399 372 314 418
Imports US$bn 2858 3813 4281 3521 293 313 264 303 288 285 323 277 288 347 236 331
Trade balance US$bn 594 653 516 805 6.7 49 6.0 85 86 103 58 98 1.1 25 79 87
Trade Export growth YoV % 49 294 74 (98 (133 (141) (34 (104 (73) 34 (46 37 17 177 13 189
Import growth YoY % 0.1 334 123 (17.8) (206) (2200 (3020 (21.1)  (23.00 (123 (124 (15.0) (6.8)  19.0  (17.8) 71
Export orders US$bn 5337 6741 6668 561.0 425 457 442 417 46.0 514 529 506 438 484 377 47
Expart order growth Yo % 01 %3 (1) (159 (181) (176 (249 (1200 (157 (156 (46 10 (160) 19  (104) 12
M1B Yo % 6.2 128 4.1 3.1 2.7 33 2.4 3.7 29 28 33 3.0 31 36 45
M2 Yo % 85 8.0 71 53 6.7 0.6 5.9 0.9 6.5 6.0 5.7 5.3 5.3 5.4 5.6
Monetary & financial  Foreign reserves US$bn 5299 5484 5549 570.6| 5611 5629 5648 5665 5655 5640 5611 5675 5706 5695 5694 5681
Rediscount rate % 11 1.1 18 19 19 19 19 19 19 19 19 19 19 19 19 20
Exchange rate UsDImwoD 283 277 307 307 30.7 308 311 314 319 323 324 313 30.7 313 31.6 320

Source: Bloomberg, KGI Research
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