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2Q24 earnings beat; capacity tightens early            

 Event 

Largan Precision held an analyst meeting. Management guides pull-in demand from clients to 

pick up MoM in July and August, amidst the traditional peak season, and notes very limited 

visibility for September. 

Impact 

2Q24 earnings better than expected. 2Q24 sales fell 2.9% QoQ, but rose 34.1% YoY to 

NT$11bn, slightly beating consensus and our forecast, as a result of early pull-in from clients in 

June. 2Q24 gross margin narrowed to 48.4%, due to a QoQ sales decline and an unfavorable 

product mix. However, 2Q24 EPS came in higher than expected, at NT$33.7, on adequate 

operating expense controls and non-op income, including forex gains of NT$750mn and interest 

income of approximately NT$1.1bn, leading to 1H24 EPS of NT$79.5. 

Pull-in demand to pick up MoM in July-August. During the traditional peak season, 

management expects pull-in demand from clients to increase MoM in July, followed by a more 

significant uptick in August, although visibility for September is presently unclear. Capacity 

utilization has begun to rise in 3Q24F, as production of some high-spec products requires longer 

lead times to prepare for complex processes, and we think this will be reflected in 3Q24F sales. 

We raise 3Q24F sales to NT$17bn, with EPS of NT$48.8, as Largan has raised the firm’s capacity 

utilization earlier than expected, and as periscope lens products, which are more difficult to 

make, should help the firm maintain ASP. 

Plan to ramp up new capacity in 4Q24 on track. Management reiterated a commitment to 

installing new production lines in 3Q24F, and commencing mass production in 4Q24F, and 

guides higher HoH capacity utilization in 2H24F. Regarding handsets, management believes 

that: (1) clients are still conservative about sales volumes, but inventories have improved; (2) 

periscope lens products, combining glass and plastics (G+P), have passed client certifications, 

although production has not yet ramped up; and (3) handset brands are introducing telephoto 

lens features to some models with lower sell-through. We fine-tune 2024F sales and EPS to 

NT$59bn and NT$186, and predict that 2025F sales and EPS will arrive at NT$66bn and NT$194, 

respectively. 

Valuation & Action 

We think Largan will be able to maintain a leading position in the periscope lens market, and 

note that handset demand should grow by a mid-single digit YoY in 2025F. We maintain 

Outperform on Largan, with a new target price of NT$3,880, on 20x 2025F EPS. 

Risks 

Weak smartphone demand recovery; lens upgrade delays; intense competition. 
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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.  


