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Growing sales uncertainties amid macro headwinds        

     Event 

Delta will report 3Q23 results on October 31 and hold an analyst meeting on November 1. 

Impact 

3Q23 earnings preview – We maintain EPS of NT$3.65, up 16% QoQ, but down 14% YoY. 
Delta reported 3Q23 sales of NT$107.8bn, up 7% QoQ and 1% YoY, accounting for a 
respective 99% and 97% of our estimate and consensus. September sales fell 3% MoM as 
the firm saw softer automotive-related demand, including for automotive fans and EV 
components. The power electronics segment continued to outperform with 15% QoQ and 
11% YoY growth, representing 65% of 3Q23 revenue, while automation and infrastructure 
segment sales were down 9% and 2% QoQ, respectively, to account for 12% and 23% of 
3Q23 revenue. Sales of EV solutions, power supplies, and passive components outstripped 
other business groups on resilient EV and data center demand, as well as a smartphone 
client’s new model launch. However, sales of the automation and networking declined 
QoQ on weak demand. EV-related businesses grew 75% YoY to account for 15% of 3Q23 
revenue. Considering the slight revenue shortfall, partially due to weaker-than-expected 
Electric Vehicle Solution Business Group (EVSBG) sales, which commands below-average 
gross margin, we raise 3Q23 gross margin to 29.5%, but maintain operating margin at 
11.2%. Factoring in higher non-op income, we maintain 3Q23 EPS at NT$3.65, up 16% 
QoQ, but down 14% YoY. 

We lower 2024 EPS to NT$15.47 on poor visibility due to macro headwinds. Management 
guides solid sales of data center/server power supplies, cooling fans, energy storage 
solutions, and EV charging systems will underpin QoQ sales growth in 4Q23. EV charging 
sales have resumed momentum in 4Q23, following a 27% QoQ decline in 3Q23 on US NACS 
transition. However, strong growth of auto component sales are likely to take a breather 
in 4Q23 on the US United Auto Workers strike and client inventory correction. Looking 
into 2024, the firm guides macro uncertainties will continue to cloud the automation and 
telecom power business outlooks, but also notes positive secular trends, namely EV 
solutions and data center/server within the power electronics segment, and energy 
storage solutions and EV charging systems within the infrastructure segment. On growing 
macro headwinds and our estimate of slower EVSBG sales growth of 28%, we lower 2024 
sales by 4% to NT$452.8bn, up 10% YoY. 

Valuation & Action 

We cut our 12M target price from NT$401 to NT$325, as we revise down our target PE 
from 25x to 21x on growing sales volatility and worsening stock market sentiment. We 
downgrade our rating from Outperform to Neutral on limited share upside. 

Risks 

Potential recession slows growth. 
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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.  


