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Bull market continues; temporary fluctuations inevitable            

..    

 

 

 

 

  

Event 

Since end-2022, the Taiex has doubled, driven by the AI frenzy. We believe the long-term 

structural bull run will continue, but we recommend exercising caution due to the risk of 

short-term consolidation. 

Analysis 

Taiex has doubled since end-2022 due to AI frenzy, but cumulative gains remain below 

historic peak. As of September, the Taiex has risen from a low of approximately 13,000 

in late 2022 to nearly 26,000, marking cumulative gains of 100%. The rally has largely 

been driven by the AI supply chain, particularly semiconductor and AI server firms that 

have benefited from increasing CSP capex. 

Despite the impressive performance, the magnitude of the ongoing rally is moderate 

when compared to historical bull markets. Before the 2000 dot-com bubble, the Taiex 

surged more than 150% in just two years. In 2007, amid a housing boom and notebook 

replacement cycle in the tech sector, the index climbed from 4,000 to nearly 10,000 

points, for a 150% gain. In 2021, pandemic-driven demand shored up tech names and 

stay-at-home stocks, prompting the index to surpass 18,000 at one point, up almost 

120%. In contrast, the current AI-driven rally appears more moderate, suggesting that 

investors have remained rational. 

AI-driven earnings upcycle to extend into 2026F, keeping current bull market afloat. 

Looking ahead, we expect the AI-driven earnings upcycle to sustain the current bull 

market through at least 2026F. Historically, stock markets tend to peak six months before 

earnings. A key indicator to watch is the capex trajectory of major CSPs. As long as the 

“Big Four” continue to revise up capex, demand will remain strong for Taiwan’s AI supply 

chain. 

Moreover, AI applications are expanding beyond cloud computing into edge computing 

and end devices, which we believe will generate a second wave of growth before 2026. 

This will further drive semiconductor demand and extend the earnings peak for related 

suppliers through end-2026. According to our estimate, Taiex-listed firms registered 

aggregate 2024 earnings growth of 41%, and their earnings will grow by more than 10% 

in both 2025F and 2026F. The Taiex is currently valued at 2026F PE of 18x. If the valuation 

multiple expands to 19-20x, the index could reach 27,000-28,500. 

Short-term volatility risk should not be overlooked. While the medium- to long-term 

structural bull trend remains intact, short-term volatility risk warrants attention. This risk 

is primarily driven by two key factors: 

(1) Elevated AI stock valuations make them vulnerable to unexpected negative 

news, which could trigger a sell-off. AI-related sectors have been the primary 

driver of the current bull market, with valuations reaching historically high 

levels. Hence, any unexpected negative news could induce profit-taking 

pressure, intensifying short-term market fluctuations. As the recent rally has 

been focused on AI stocks, a healthy technical correction or capital rotation 

towards lower-valuation, early-cycle sectors, such as financials, traditional 

industries, and domestic demand, could help maintain the bullish structure of 

the Taiwan stock market, while reducing the risk of chasing overvalued stocks. 
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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. 
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