
COMPANY UPDATE   

IC design ‧ Taiwan 

 

29 January 2024  1   

Share price takes a breather           

..    Event 

We believe the share price rally in the past six months, up 43% versus Taiex 5%, has already 
priced-in: (1) recent restocking demand recovery and strong anticipated smartphone unit 
shipments growth in 2024F; and (2) a stabilizing gross margin outlook, supported by a 
higher proportion of AI smartphone shipments this year. We believe the recent strength 
of smartphone restocking demand has decreased, as the supply chain awaits Chinese New 
Year sell-through. 

Impact 

Smartphone restocking easing as the supply chain awaits CNY sell-through. We believe 
share price has largely priced in a restocking demand recovery and smartphone unit 
shipments growth this year, as the share price has rallied 43% since its low in July 2023, 
outperforming the Taiex by 38% over the same period. We also see limited upside to 
consensus 5G smartphone shipments of 185-195mn units for MediaTek this year. More 
importantly, we think MediaTek may face rising competition and potential market share 
loss from Huawei, as we expect Huawei to ship 60mn smartphone units as our base case, 
vs. our bull case of 70-80mn, and double the 30mn units shipped last year. As such, we 
believe the upward earnings revision cycle could peak after 4Q23 earnings conference on 
January 31, with current 2024F EPS consensus of NT$56.10, up from NT$53.35 six months 
ago. 

ASIC & auto too premature to warrant share price re-rating. ASIC and auto businesses 
could potentially become 2H25-2026F catalysts, but we believe it is too early for them to 
warrant a re-rating for the company. Our view is that HPC-related ASIC business is likely to 
be gross margin and operating margin dilutive, as it involves advanced process nodes that 
require heavy R&D resources. Meanwhile, highly customized designs at insignificant sales 
volume will compete for internal engineering resources for other non-ASIC projects and 
business units. While AI smartphones could provide upside to overall smartphone ASP and 
support resilient gross margin, we believe the market has already priced in these factors, 
and we see limited upside to consensus shipments of 8-10mn AI smartphones this year. 
We also expect a lackluster recovery for other non-smartphone businesses this year, such 
as TV SoC and PMIC. 

1Q24 sales flat to high-single digit decline QoQ. We forecast 1Q24 sales will decline by 0-
8% QoQ, up 25-35% YoY, vs. consensus of a 9% QoQ decline. Our forecast of 1Q24F gross 
margin of 46.7%, flat QoQ, down 1.3ppts YoY, is below consensus of 47.1% by 0.4ppts. 

Valuation & Action 
We revised up 2024F EPS by 1.9%, and fine-tuned 2024F sales and gross margin estimates, 
factoring in higher 5G unit shipments, from 170-180mn to 185-195mn. We adjust our 
target price from NT$956 to NT$976, based on 17x 2024F EPS. Nevertheless, we 
downgrade the counter to Neutral, as we see limited upside to 2024 consensus earnings, 
and expect the share price to consolidate until smartphone demand visibility improves 
into 2H24F. Shares are now trading at 2024F PE of 16x, versus the three-year range of 10-
18x. 

Risks 

Rising demand for 5G smartphones, market share gains in 5G smartphone market. 
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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 c hange 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.  


