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Bumpy outlook in the near term     

   Event 

We revise Chipbond Technology's 2H23 sales projections downward, taking into account 
a deteriorating pricing environment and only a modest rebound in demand. 

Impact 

We reduce our 3Q23 forecasts. Based on our supply chain checks, macroeconomic 

uncertainties and lukewarm end-user demand make it challenging for brands to predict 
extended IC order visibility. As a result, most DDIC vendors are presently keeping a 2-4 

month inventory, and relying on rush orders for operations. This has slowed the sequential 
recovery for DDIC OSATs. We expect shipment delays for a US smartphone client’s new 

models will affect September sales, while reduced UTR and ongoing price incentive 
programs are denting gross margins. We now expect 3Q23F sales and gross margin to drop 
by mid-single digit and low-single digit percentages, respectively. 

Persistent back-end pricing challenges and tepid order volume. Ongoing DDIC back-end 
price incentive programs have impacted DDIC OSATs' gross margins. Given consistent high 

costs for inputs, we believe reduced pricing will hinder margin recovery in 2023-24F. We 
also anticipate DDIC back-end orders to stay tepid, resulting in flat quarterly sales in 4Q23F 

and a sequential drop in 1Q24F. 

High-end testing demand still the long-term growth driver. We anticipate that the 

penetration rate of AMOLED panels in smartphones (including the iPhone) will gradually 
increase by a mid-to-low single-digit percentage annually from around 45% in 2023F, 

thereby driving the overall growth in AMOLED DDIC demand. On the other hand, foldable 
smartphones, which require multiple AMOLED DDICs per device (2-3 units), will also 

contribute to growth in AMOLED DDIC demand. Additionally, we forecast that the next 
wave of devices to adopt AMOLED panels will be tablets and notebooks. On the other 

hand, rising automotive DDIC demand in the coming years, driven by higher resolution and 
growing panel units per vehicle, will also couple with the AMOLED catalyst to drive high-
end testing demand for DDIC OSATs. 

Valuation & Action 

We cut 2023-24F earnings by a respective 3.4% and 8.4% on challenging back-end pricing 
and a tepid order outlook in the near term. Shares are now trading at 11x 2024F EPS, and 
we believe most catalysts have been factored in, making the current valuation largely fair. 

We maintain Neutral, with a target price of NT$60, based on 10x 2024F EPS (previously 
10x 3Q23-2Q24F EPS.) 

Risks 

Unfavorable forex and gold prices; reduced DDIC demand. 
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