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Taiex volatility in 2H24F, with rebound at year-end
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Taiex to see drastic swings in 2H24F due to
mixed market forces.

Taiex to consolidate in 3Q24F, before
rebounding at year-end; US presidential
election is a major risk factor.

Investors should look for stocks with
bottoming industry momentum, low
valuations, high dividends, or government
policy support in 3Q24, before focusing on

the Al supply chain in 4Q24.

Taiex to see drastic swings in 2H24F due to mixed market forces

While we remain upbeat about the long-term outlook for the Taiex, in light of the Al
frenzy, we expect some noticeable market swings in 2H24, because: (1) although
expectation of US Fed rate cuts keeps pumping liquidity into the Taiex, we note that sell-
off pressure could emerge if rate cuts are postponed again, in the wake of sticky or rising
inflation; (2) manufacturers have been rebuilding inventories since late-2023, but end-
market demand has been muted, with the exception of Al servers, indicating structural
weakness in the ongoing recovery; (3) while the Al frenzy will drive structural earnings
growth for Al server suppliers in 2024-25F, we note that stock valuations have risen well
above their long-term averages, with PEG ratios of many Taiex Al stocks now at 1.0-1.2x;
and (4) the US presidential election will be held in 2H24, and while the ruling party tends
to announce favorable policies before voting day, uncertainty of trade policies of the next
US president could impact market sentiment.

Taiex to consolidate in 3Q24F & rebound at year-end; US presidential election is a
major risk factor

We predict that the Taiex will consolidate in 3Q24, before rebounding at year-end, as: (1)
PEG ratios of leading Taiex Al suppliers are now 1.0-1.2x, which mean they are
overvalued. More investors will choose to engage when PEG is below 1.0x; (2) the Fed’s
tight monetary policy is taking a toll on the economy, evidenced by lackluster restocking
in the manufacturing sector. Meanwhile, the Taiex index has kept hitting record highs,
suggesting it has deviated from economic fundamentals; (3) anemic end-market demand
and a high base in 2023 will result in much slower earnings growth for Taiex stocks in 2Q-
3Q24F, creating downside pressure on the index; and (4) the upcoming US presidential
election will determine the direction for the US’ long-term trade policy, and we expect
many investors to remain on the sidelines before the election result is determined. We
estimate the Taiex will peak at 23,000 (20x 2024-25F average EPS) and trough at 20,000
(18x 2024-25F average EPS) in 2H24F. Average PE of the Taiex over the past five years is
15x.

Top picks for 3Q24 are plays that have troughed and have low valuations, as well as
high dividends & policy support; engage Al supply chain in 4Q24

The Taiex will consolidate in 3Q24F. We thus suggest investors focus on plays that have
troughed and boast low valuations, high dividends, and policy support. Additionally, we
recommend investors engage the Al supply chain as 4Q24 approaches, when we expect
PEG ratios to retreat to below 1.0x. Generally speaking, PC and smartphone plays
troughed then rebounded from end-2023 to early-2024. On the other hand, subsectors,
such as networking, traditional servers, e-paper, consumer electronics, automobiles, and
bicycles, will begin to trough or rebound in 2Q-3Q24F. Our top picks are stocks under the
aforementioned industries with low valuations, high dividends, and policy support.

Our top picks

Our top picks in 3Q24 are Zilltek Technology (6679 TT), Parade Technologies (4966 TT),
Silergy (6415 TT), Wistron NeWeb (6285 TT), Merida Industry (9914 TT), Evergreen
Aviation Technologies (2645 TT), Bizlink Holding (3665 TT), Langan Precision (3008 TT),
E.Sun FHC (2884 TT), CTBC FHC (2891 TT), and Bora Pharmaceuticals (6472 TT). In 4Q24,
they are Elite Material (2383 TT), Accton Technology (2345 TT), Delta Electronics (2308
TT), Hon Hai Precision (2317 TT), Asustek (2357 TT), Kaori Heat Treatment (8996 TT), Gold
Circuit Electronics (2368 TT), Asia Vital Components (3017 TT), Alchip (3661 TT), Chenbro
Micom (8210 TT), and Shinfox Energy (6806 TT), Kuo Toong (8936 TT).
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Figure 1: Taiex has largely priced in earnings growth driven by Al frenzy

Taiex earnings (six months forward), NT$bn (LHS); Taiex index, point (RHS)
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Figure 2: Our top picks
Investment Target Mktcap Share Change EPS PE P/B ROE Cash yield
Company Code . price price +- (NTS) (x) (x) (%) (%)
rating (NTS) (USSmn)  (NTS) (%)] 2024F 2025F 2024F 2025F) 2024F 2025F, 2024F 2025F, 2023 2024F 2025F
Zilltek 6679TT | Outperform |  560.0 701 4130 3564 1216 1606¢ 340 257} 40  38: 122 148 13 25 34
Parade 4966 TT | Outperfform | 970.0 2,161 8620  125] 3462 4408 | 249 196} 33 28} 135 156| 15 20 26
Silergy 6415TT | Outperform | 4800 6030 5070  (53)i 548 1361} 925 373f 15 13! 67 151} 04 05 12
WNC 6285TT | Outperform | 1580 2475 1655 (45§ 1052 NA| 157  NA} 25 NA! 161 NA| 36 39 NA
3024 Top picks (low i 9914TT | Outperform | 280.0 2,041 2210 2671 880 1271{ 251 174{ 31 29! 125 170} 27 24 35
;?li“dae‘:df‘;ﬂiq EGAT 2645TT | Outperform | 1570 1308 1130 389 523 583 216 194| 32 321 150 1651 40 42 4§
support) BHI(Bizink) ~ 3665TT | Outperfform | 4020 1,672 3300 2181 2082 2949{ 159 112} 21 18i 136 180} 27 38 53
Largan 3008TT | Outperform | 33700 10,741 26050 294 {16855 16406 155 159} 19 18] 130 116, 26 32 3.1
ESFH 2884TT | Outperform 320 14033 290 103} 152 1647 191 177} 17 16] 95 92 41 38 41
CTBC Holding  2891TT | Outperform 390 23,185 383 20f 329 339f 116 113f 15 13} 143 126} 50 50 52
Bora 6472TT | Outpeform | 860.0 2400 7650 1241 4311 6023 | 177 127} 67 48! 582 585! 12 12 12
EMC 2383TT | Outperform | 5900 4,866 4575 29014 2741 3155 167 145} 52 46} 330 336 37 37 43
Accton 2345TT | Outperform | 6200 9,300 537.0  155] 1928 2205 279 243} 105 91} 399 400 24 24 27
DELTA 2308TT | Outperform | 4900 30,212 3765  30.1) 1421 1813 265 208} 43 381 174 196 18 19 24
Hon Hai 231777 | Outperform | 2050 88,223 2060  (05) 1138 1419 181 145{ 18 17{ 103 122 29 29 36
Asustek 235777 | Outperform | 5400 11,771 5130 5313153 3591 163 143} 15 15! 96 106! 46 46 53
4Q24Toppicks  |Kaori 8996 TT | Outperform | 570.0 1,287 4640 228} 797 1695 582 274} 149 105! 260 451} 09 09 18
(A~ Green energy) |GCE 2368TT | Outperform | 2700 3,07 2045 320} 1279 1721 160 119} 55 43} 375 406 23 29 39
AVC 301777 | Outperform | 8000 8455 7140 12014 1891 2666 378 268} 107 89! 304 362, 13 13 19
Alchip 3661 TT | Outperform | 46000 6,360 26000 769} 8439 9944 308 261} 89 75i 321 308, 16 16 19
Chenbro 8210TT | Outpeform | 340.0 1,088 2920 1641 1452 1890{ 201 155} 55 47{ 294 329} 26 26 34
ShinfaxEnergy 6806 TT | Outperform |  161.0 976 1430 126 686 8961 208 160} 20 191 113 123| 24 24 31
KTI 8936 TT | Outperform | 114.0 571 745 5304 337 5691 221 134} 30 271 143 221) 24 24 40

Source: KGI Research
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While we remain upbeat about the long-term
outlook for the Taiex, in light of the Al frenzy, we
expect some noticeable market swings in 2H24.

Mixed forces will lead to drastic swings for Taiex in 2H24F

The Taiex has outperformed most global peers by advancing more than 30% since
late-2023. The rally has been driven in part by the ongoing Al frenzy, which we believe will
prompt 20-30% YaoY earnings growth for Taiex tech stocks in 2024-25F, and by growing
risk appetite on the expectation of US Fed rate cuts. Notably, financial stocks have also
benefitted from the Taiex rally, with 1Q24 earnings doubling YoY, and we estimate their
2024F earnings will grow by more than 20% from last year.

Looking ahead, while we remain upbeat about the long-term outlook for the Taiex, in
light of the Al frenzy, we expect some noticeable market swings in 2H24F, because: (1)
although the expectation of US Fed rate cuts keep pumping liquidity into the Taiex, we note
that sell-off pressure could erupt if rate cuts are postponed again, in the wake of sticky, or
even rising inflation; (2) manufacturers have been rebuilding inventory since late-2023, but
end-market demand has been rather muted, with the exception of Al servers, indicating
structural weakness in the ongoing recovery; (3) while the Al frenzy will drive structural
earnings growth for Al server suppliers in 2024-25F, we note that stock valuations have risen
well above their long-term averages, with the PEG ratios of many Taiex Al stocks now
standing at 1.0-1.2x; and (4) the US presidential election will be held in 2H24, and while the
ruling party tends to announce favorable policies before voting day, uncertainties
surrounding the trade policies of the next US president could impact market sentiment.

Stock and bond markets move in the same direction in an environment of high inflation
and high interest rates, contrary to the see-saw effect we have seen over the past two
decades of low inflation, from 2000-20. Although US inflation has come down from the
2022 peak of 9% to the current 3-49%, it remains above the long-term target level of 2%.
As such, we expect stocks and bonds to continue moving in tandem in 2H24F. Since 2022,
we have seen stock investors capitulate when US Treasury yields skyrocketed time and time
again, and we noticed that overvalued tech and semiconductor stocks were particularly
vulnerable to volatility in Treasury yields. Moving forward, while potential Fed rate cuts bode
well for market risk appetite, investors shouldn't overlook the risk of stubborn inflation,
which could lead to further rate cut delays hurting stock and bond prices.

The long awaited restocking cycle for the global manufacturing sector finally arrived in
end-2023, after a strict period of destocking in 2022-23. However, readings of the latest
US manufacturing PMI suggest the recovery has been anemic, with the PMI standing
above the 50-point watershed in March, before falling below the prosperity line again in
April. Our industry surveys show that pull-in demand from non-Al server sectors, namely
smartphone, PC, consumer electronics and general server sectors, has been lukewarm,
while in the non-tech space, restocking by petrochemicals, steel, cement and industrial
automation firms has been extremely limited across the board, as the Chinese economy
has been mired in deep difficulties.

Global tech giants have been aggressive in growing capex, in light of the continued
proliferation of generative Al. We estimate Al server shipments will increase nearly by two
fold in 2024F, and grow almost 100% YoY in 2025F. While the penetration rate of Al
servers will be only 6-10% in 2024-25F, we note that underlying component spec
upgrades will create enormous business opportunities for suppliers, whao will most likely
enjoy substantial earnings growth in 2024-25F. The Al frenzy has prompted global large
cloud service providers to not only purchase Nvidia’s GPUs, but also invest in chip R&D,
consequently benefitting IC design service houses in Taiwan, which are specialized in
providing customized ASIC designs. That being said, we note that stocks of Taiwanese IC
design service houses are valued at over 40x PE, down slightly from the high of more than
50x earlier this year, but far above their long-term average of 26x. Nvidia’s GB200 servers
will switch to liguid cooling thermal solutions, likely boosting the content value of thermal
components by more than 10x compared to air cooling solutions. Thermal solution
suppliers for GB200 servers are set to register 40% earnings growth in 2024F, followed by
40% profit growth in 2025F. In the meantime, these suppliers are valued at 30-40x PE,
well above their long-term average of 12x.
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Figure 3: Mixed forces will lead to drastic swings for the
Taiex in 2H24F

Figure 4: Stock & bond markets tend to move in the same
direction when inflation is high
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Figure 5: Stock performances of the US Magnificent Seven
(Apple, Google, Amazon, Microsoft, Meta, Nvidia & Tesla)
are sensitive to Treasury yields during high inflation

Figure 6: US Treasury yields have been a major swing factor
for the Taiex amid high inflation

10-year US Treasury yield, percent (LSH); share performance of US
Magnificent Seven, point (RHS)
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Figure 7: Recent Taiex rally is much stronger than the
ongoing manufacturing recovery

Figure 8: Current manufacturing recovery has been weak

US manufacturing PMI, point (LHS); Taiex index, point (RHS)
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Figure 9: Demand recovery for PCs, handsets and general
servers has been weaker than expected so far in 2024

Figure 10: End-market demand recovery to be weak
throughout 2024F
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Figure 11: Al stock valuations well above their long-term average & broader market

Taiex and tech subsector projected PE (highest, lowest, five-year average, 2024-25 average), x
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Figure 12: Overview of Taiex & subsector earnings growth

Tech Earnings growth YoY (%) | Forecast PE (x) Non-tech Earnings growth YoY (%) | Forecast PE (x)
2022 2023 2024F 2025F 2024F 2025F 2022 2023 2024F 2025F| 2024F 2025F
Server EMS (93) 102 503 268 208 16.8[Cement (50.7) 314 (93) 119 194 173
Thermal 345 205 387 4138 383 26.0 [Food (13.6) 68 194 1ni 212 190
Power supply 15.1 43 6.2 165 205 17.6 | Petrochemicals (63.1) (506) 196 539 449 215
ABF 1025 (68.1) 171 813 226 11.9 |Apparel 321 (113) 11 127 232 206
Optical communication - 634 347 301 33.0  25.3|Footwear makers 1000 (45.2) 263 216| 255 209
IC design and senice 948 53 41 210| 468  34.5|Auto parts 528 (247) 509 (1.1)] 145
Memory (36.0) - - 6588 106.1 14.0 [ Industrial automation 52 (142) 212 28| 267 205
Networking PCB 561 (228) 783 345 148  11.0]Bicycle (127) (448) 99 428] 278 194
Networking 773 15.2 18.2 1 186 -|Container shipping 197 (944) 2036 (68.6) 95 589
CCL (77 82 719 151 164  14.3]Steel (75.4) (89.0) 3682 1694| 374 155
Tier-one foundry 704 (175 205 254 236  189(Tourism (46.5) 176.4 94 11.0] 170 150
Second-tier foundries 516 (333) (116) 96| 219  20.9|Food (27) 927 82 170 162 140
Handset components 284 (36.7) 29.0 15.0 12.8 12.2 | Aerospace 1354 213 245 16.4 216 16.0
Silicon wafer 295 251 (185 193 162  13.6|Aifines (37.8) 185 (22) (382 123 212
Passive components (0.8) (247) 185 185 14.7 12.4 |Heawy electrical (19 429 466 302| 351 266
Telecam 26 137 (24 94] 291 27.1|Green energy 569 808 585 336 174 137
IC design (handset/consumer electronics) (29) (326) 182 121 20.2 18.4
Handset EMS (21) 08 105 241 181 149
Cloud digital 13 171 135 197 261 217

Note: Based on KGl forecasts & consensus
Source: KGI Research
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We estimate the Taiex will consolidate in 3Q24,
before rebounding at year-end, with peak of
21,500 and trough of 20,000 in 2H24.

Taiex to consolidate in 3Q24F & rebound at year-end; US presidential election is a
major risk factor

We predict that the Taiex will consolidate in 3Q24, before rebounding at year-end, as: (1) the
PEG ratios of leading Taiex Al suppliers now range between 1.0-1.2x, which means their stocks
are overvalued. More investors will choose to engage when PEG is below 1.0x; (2) the Fed's
tight monetary policy is taking a toll on the economy, evidenced by lackluster restocking in the
manufacturing sector. In the meantime, the Taiex index has kept hitting new highs, suggesting
that it has deviated from economic fundamentals; (3) anemic end-market demand and a high
base in 2023 will result in much slower earnings growth for Taiex stocks in 2Q-3Q24F, creating
downside pressure on the index; and (4) the upcoming US presidential election will determine
the direction for the US' long-term trade policy, and we expect many investors will stand on the
sidelines before the election result is determined. We estimate the Taiex will peak at 23,000
(20x 2024-25F average EPS) and trough at 20,000 (18x 2024-25F average EPS) in 2H24F. The
average PE ratio on the Taiex over the past five years was 15x.

The Al frenzy has boosted supply chain stocks to tremendous highs, and has underpinned
excessive surges in earnings. However, according to data from the Al supply chain under our
coverage, we see the PEG ratios of most plays is over 1.0x. In general, we consider the share
price reasonable when the PEG ratio of a counter is at 1.0x. When PEG is lower than 1.0x, it
implies the share price is undervalued. A PEG above 1.0x indicates means the share price has
exceeded a fair range. According to our estimate, for plays in the Al-related supply chains,
besides server assemblies, the PEG ratios of thermal suppliers, IC design services and chip
foundries are at 1.0-1.2x. In addition, the Al supply chain accounts for over 40% of the
overall market. Therefore, the Taiex will be weighed on as share prices of the Al supply chain
decline towards fair valuations.

Although the US economy is currently heading towards a healthy scenario of a “soft
landing” or a “non-landing”, with structurally higher interest rates and inflation, a
slowdown in growth is an inevitable fact, evidenced by the PMI of the manufacturing and
service sectors falling below 50 simultaneously, indicating that the Fed's tightening of
monetary policy has begun to weigh on the economy. According to market consensus, the
US GDP growth rate (SAAR) will fall below 1.7% in 2H24F, lower than the long-term trend
growth rate of 1.8-2.0%. Although the current inventory replacement cycle has started in
4Q23, pull-in demand has not been significant, as year-end inventory digestion was not
thorough enough, and most importantly, end-demand has been weak. Our latest
assessment points out that the 2024F PC shipment volume will be revised down from the
6% YoY growth forecasted in early-2024 to 3% YoY growth; smartphone shipments cut
from 4% YoY growth to 1% YoY growth; and server shipments revised down from 15%
YoY growth to 5% YoY growth.

In addition to Al servers, the highlight of technology products in 2H24F will be Al PCs. The
market is eagerly anticipating that Al PC launches will initiate a replacement cycle.
However, we think that instead of a sudden break out at a certain period, followed by
rapid proliferation, Al PCs will proliferate step-by-step, coupled with back-and-forth
confirmation. Al PC adoption depends on consumer experience sand technological
maturity after launches in 2H24F. Therefore, we think that it will be difficult for Al PC sales
to immediately push up the earnings of the supply chain in 2H24F. Based on the fact that
only Al servers will see guaranteed end-demand in 2H24F, with related products subject to
seasonality, and coupled with a high base in 2023, we predict that the earnings growth of
Taiex-listed firms will slow down significantly from 2Q24F to 3Q24F, before speeding up
again in 4Q24F.

The US presidential election will be held on November 5. The elected president and vice
president will take office on January 20, 2025. Looking back at the long-term data since
the 1970s, although the market is bullish throughout the fourth year of a presidential term,
the market tends to fluctuate violently two to three months hefore, and rebound after,
presidential elections. The results of this year's presidential election will significantly affect
long-term US trade policy, which will affect the stock market.
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Figure 13: Current PEG ratios of tech stocks are above 1.0x, implying share prices have exceeded fair valuations
Tech stocks 2021-25 earings CAGR, percent (X-axis); 2024-25 average forward PE, x (Y-axis)
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Figure 14: US manufacturing & service sector PMI both fell Figure 15: US economic growth to slow in 2H24F
below 50 in April
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Figure 16: Earnings growth of Taiex-listed firms to slow in Figure 17: Earnings slowdown in 2Q-3Q24F to weigh on
2Q-3Q24F Taiex
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Figure 18: Historically, US stocks tend to consolidate two to Figure 19: Scenario analysis of 2024 US presidential election
three months before presidential election

Average rate of return of S&P 500 in first half of year before and after the
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Figure 20: Current Taiex valuation at record high Figure 21: Comparison of Taiwan stock valuations & Taiex
Taiex forward PE (12-months), x . . . .
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Figure 22: Comparison of Taiex valuations
Forward PB(X) Forward PE(X)
Forward 1- 2024 2025 S5-year 10-year 20-year 2007 2008( Forward 2024 2025 5-year 10-year|  20-year 2007 2008
year average| average| average peak| bottom 1-year| average| average| average peak| bottom
Taiex 217 224 207 172 161 1.62 2.28 0.95 20481 2165| 18.14 15.16 1498 17.13 2173 8.80
E;‘Ce"d 163| 189 136 140 138 146 122 089| 1936] 2057 17.02 1483 1495 1604| 2271 806

Source: TEI: KGI Research estimates
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Figure 23: Taiex to consolidate in 3Q24F, then rebound at end-2024F
2H24 Taiex forecast and positive & negative factors
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(2) Manufacturing inventory (2) China launches new Android (2) The iPhone 16 series drives new product [(2) Al frenzy likely to drive 20% YoY Taiex
replenishment since 4Q23 handsets stocking earnings growth in 2025
(3) The January Effect and policies (3) European and US central banks (3) Massive cash dividend payouts (3) Valuations of the Al supply chain
Positives supporting a bull run before the commence interest rate cuts returning to reasonable levels
presidential election
(4) Apple launching new products (4) Intel introduces the Birch Stream server [(4) Window-dressing effect
platform

(5) Dividend payout announcement

(1) Results from the Taiwan presidential|(1) Weaker-than-expected PC and (1) Stretched valuations for the Al supply  [(1) Market sentiment driven by conclusion
election affects cross-strait relations  |handset demand recovery chain of US presidential election
(2) 2023 annual results (2) Market delays projected rate cuts on  [(2) Lackluster sell-through of Al PC due to |(2) 3Q24 corporate results on November
stubborn inflation high prices 14
(3) BOJ ending its negative interest rate |(3) Moody's updates credit rating for US [(3) Monetary tightening policies weigh on
Negatives policy debt economy
(4) 1Q24 results on May 15 (4) Taiex eamings decelerate markedly in
2Q-3Q24

(5) Investars stay on sidelines before US
presidential election

Source: KGI Research

The Taiex will consclidate in 3Q24F. We thus
suggest investors focus on plays that have
troughed, have low valuations, high dividends,

and policy support. We recommend engaging The Taiex will consolidate in 3Q24F. We thus suggest investors focus on plays that have
the Al supply chain at any pullback. troughed, boast low valuations, high dividends, and policy support. Additionally, we
recommend investors to engage the Al supply chain as 4Q24 approaches, when we expect

Our top picks for 3Q24 are plays that have troughed, have low valuations, high
dividends, & policy support; engage Al supply chain in 4Q24

PEG ratios will retreat to below 1.0x.

Although a replacement cycle kicked off after a wave of inventory adjustments for the
manufacturing sector ended in 4Q23, the period when each subsector troughed and the
magnitude of the subsequent recovery have differed. Generally speaking, PCs and
smartphones troughed, then rebounded from end-2023 to early-2024. On the other hand,
subsectors, such as networking, traditional servers, e-paper, consumer electronics,
automaobiles, and bicycles will begin to trough or rebound in 2Q-3Q24F. Our top picks are
stocks under the aforementioned industries with low valuations, high dividends, and
policy support.

In his May 20 inauguration speech, President Lai Ching-te set out his target of developing
“Five Trusted Industry Sectors”, namely semiconductors, Al, military, security and
surveillance, and next-generation communications. He emphasized his intention to build a
Taiwan where the "economic sun never sets." He plans to invest aggressively in fields such
as quantum computing, robots, the metaverse, precision medicine, and other advanced
technologies. In the future, we will continue to keep an eye on favorable policies for
related industries being rolled out.
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Our top picks

Qur top picks in 3Q24 are Zilltek Technology (6679 TT), Parade Technologies (4966 TT),
Silergy (6415 TT), Wistron NeWeb (6285 TT), Merida Industry (9914 TT), Evergreen
Aviation Technologies (2645 TT), Bizlink Holding (3665 TT), Langan Precision (3008 TT),
E.Sun FHC (2884 TT), CTBC FHC (2891 TT), and Bora Pharmaceuticals (6472 TT). In 4Q24,
they are Elite Material (2383 TT), Accton Technology (2345 TT), Delta Electronics (2308 TT),
Hon Hai Precision (2317 TT), Asustek (2357 TT), Kaori Heat Treatment (8996 TT), Gold
Circuit Electronics (2368 TT), Asia Vital Components (3017 TT), Alchip (3661 TT), Chenbro
Micom (8210 TT), and Shinfox Energy (6806 TT), Kuo Toong (8936 TT).

Figure 24: Subsectors to rebound from trough in 3Q24F

Current cyclical position

Networking PC Al Server
Server Handset Heavy electrical
E-paper Apparel Green energy
Consumer electronics

Auto
Industrial
Bicycle

Trough Recovery Growth HEIGED] Recessionary
period period period period period

Source: KGI Research

Figure 25: Potential policy beneficiaries under Lai Ching-te's administration

Economic policy approaches Key development industries

Semiconductors, Al, military, security and surveillance, and

Five Trusted Industry sectors . o
next-generation communication

Vision of building Taiwan as a country where the Quantum computing, robotics, the metaverse, precision
"economic sun never sets.” medicine

Source: KGI Research
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Figure 26: Our top picks

Investment Target Mkt cap Share Change EPS PE P/B ROE Cash yield
Company Code rating price price +- (NTS) (x) (%) (%) (%)
(NT$) (USSmn)  (NTS) (%)| 2024F 2025Fi 2024F 2025F 2024F 2025Fi 2024F 2025F| 2023 2024F 2025F
Zilliek 6679TT | Outperform 560.0 701 4130 356} 1216 1606 340 257| 40 38} 122 148| 13 25 34
Parade 4966 TT | Outperform | 9700 2,161  862.0 125 3462 4408{ 249 196| 33  29i 135 156) 15 20 26
Silergy 6415TT | Outperform | 4800 6,030 507.0 (53)] 548 1361} 925 373| 15 13} 67 151] 04 05 12
WNC 6285TT | Outperform 1580 2,475 1655 (45§ 1052 NA] 157  NA|] 25 NAI 161 NAl 36 39 NA
3024 Top picks (low fyic 9914TT | Outperform 280.0 2041 2210 267 880 1271{ 251 174} 3. 29} 125 170} 27 24 35
;ah:;a:nod”;éh;i‘hky EGAT 2645TT | Outperform | 1570 1,308 1130 389 523 583 216 194) 32 32 150 165| 40 42 4§
support) BHI(Bizlnk)  3665TT | Outperform | 4020 1,672 3300 2181|2082 2949{ 159 112| 21 19 136 180| 27 38 53
Largan 30087T | Outperform | 33700 10,741 26050 294 {16855 16406 155 159( 19 18i 130 16| 26 32 31
ESFH 2884 7T | Outperform 320 14033 290  103] 152 164} 191 177} 17 16} 95 92| 41 38 41
CTBC Holding 2891 7T | Outperform 390 23,185 383 201 329 333f 116 113| 15 13} 143 126| 50 50 52
Bora 6472TT | Outperform | 8600 2,400 7650 12414311 60231 177 127 67 481 582 585 12 12 12
EMC 238377 | Outperform 5900 4866 4575 290 2741 3155 167 145] 52 46} 330 336 37 37 43
Accton 234577 | Outperform | 6200 9300 5370 155 1928 2205] 279 243| 105 91; 399 400 24 24 27
DELTA 230877 | Outperform | 4900 30,212 3765 3011 1421 1813} 265 208 43 38 174 196 19 13 24
Hon Hai 231777 | Outperform | 2050 88223  206.0 (05 1138 1419{ 181 145| 18 17i 103 122| 29 29 36
Asustek 235777 | Outperform 5400 11,771 5130 5313153 3591) 163 143| 15 15 96 106| 46 46 53
4024 Top picks Kaori 8996 TT | Outperform 5700 1,287 4640 228 797 1695 582 274 149 105 260 451| 09 09 18
(Al ~ Green energy) iGCE 2368TT | Outperform | 2700 3,107 2045 320 1279 1721 160 119 55 43} 375 406, 29 29 39
AVC 301777 | Outperform | 8000 8455 7140 120 1891 2666 378 268f 107 891 304 362| 13 13 19
Alchip 3661TT | Outperform | 46000 6,360 26000 7691 8439 93.44| 308 261f 89 75{ 321 308/ 16 16 19
Chenbro 821077 | Outperform | 3400 1,088 2920 1641 1452 1890 201 155 55 47 294 329 26 26 34
Shinfox Energy 6806 TT | Outperform 1610 976 1430 126| 686 896] 208 160{ 20 19i 113 123] 24 24 3
KTI 8936 TT | Outperform 1140 571 745 530 337 569 221 131 30 27 143 221| 24 24 40

Source: KGI Research

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.
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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.



