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3Q24 results imply robust AI demand & continued weakness across non-AI sectors             
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Event 

Taiex 3Q24 earnings and 4Q24 guidance indicate an ongoing market imbalance, with AI-

related firms performing well, while the rest languish, which has been the case since early 

2024. 

Analysis 

3Q24 earnings & 4Q24 guidance both better than expected on robust AI demand. Taiex-

listed firms generated total 3Q24 net profit of NT$1.0tn, up 24% YoY, versus our estimate 

of 13% YoY growth. 4Q24 guidance is also better than expected, with earnings likely to 

grow 42% YoY, outstripping our forecast of 25% YoY growth. Upbeat earnings and 

guidance are driven primarily by very strong demand for AI servers, which has not only 

prompted shipment growth for related suppliers, but also component spec upgrades, 

consequently pushing up ASP and gross margin. The exponential growth in AI-related 

data traffic has also helped accelerate upgrades of networking and optical 

communication interfaces. 

AI demand is soaring, but non-AI demand remains sluggish. Taiex 3Q24 earnings and 

4Q24 guidance suggest a market imbalance, with strong AI demand, but weakness across 

non-AI sectors since early 2024. In early 2024, the market had high hopes for replacement 

demand driven by AI smartphone and PC model launches. However, we note that actual 

sell-through has been anemic to date due to high product prices and a lack of killer 

applications. China handset makers saw a temporary uptick in 1H24 shipments after an 

extended period of inventory digestion, but the recovery did not persist into 2H24. Even 

the highly anticipated launch of the iPhone 16 series failed to drive replacement demand 

on a delay in AI feature rollout and an absence of groundbreaking applications. To rub 

salt into the wound, Apple (US) has had cut orders to suppliers in the wake of poor sell-

through. Automotive and industrial applications have also struggled with meaningful 

demand recovery on economic weakness in China and Europe, despite the fact that 

inventory adjustments are coming to an end. Within the non-tech sector, financial, food, 

marine transport, and aviation plays are the only bright spots. Financial stocks have 

benefitted from solid sales of wealth management products and growing investment 

returns, while food companies have seen stellar sales of essential consumer goods in 

China amid a consumption downgrade. Marine transporters have outperformed due to 

looming geopolitical risks, which have led to reduced shipping capacity and rebounding 

freight rates. Aviation firms are winners in the face of a surge in outbound travel and 

robust demand for AI servers. 

We revise up 2024-25F Taiex earnings. Despite broad-based weakness in non-AI 

demand, we believe rapid growth in AI server shipments will contribute substantially to 

the earnings of related suppliers. To factor in 3Q24 results and the latest 4Q24 guidance, 

we revise up 2024-25F Taiex earnings to respective 36% and 18% YoY growth from 27% 

and 17% YoY growth. 

Conclusion & top picks 

We believe robust AI demand will continue to boost the Taiex in late-2024 and early-

2025. Investors are advised to engage related plays upon recent pullbacks due to risks 

stemming from a second term for US President-elect Trump. We recommend thermal 

solution provider Asia Vital Components (3017 TT), networking PCB maker Gold Circuit 

Electronics (2368 TT), optical communication firm Elite Advanced Laser (3450 TT), tier-1 

foundry TSMC (2330 TT), server EMS Hon Hai Precision (2317 TT), CCL maker Elite 

Material (2383 TT), power supplier Delta Electornics (2308 TT), networking play Accton 

Technology (2345 TT), and back-up battery unit (BBU) maker Advanced Energy Solution 

Holding (6781 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.  


