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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 

While we remain upbeat about the long-term outlook for the Taiex, in light of the AI 

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 AI servers, indicating structural 

weakness in the ongoing recovery; (3) while the AI frenzy will drive structural earnings 

growth for AI server suppliers in 2024-25F, we note that stock valuations have risen well 

above their long-term averages, with PEG ratios of many Taiex AI 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 AI 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 AI 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 AI 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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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.  
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