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3Q23 earnings underpinned by one-off gains           

..    Event 

Since 4Q23, SCFI US West Coast, US East Coast, and European route freight indices have 
fallen a respective 13%, 1%, and 16%. We project inventory digestion will extend into 1Q24 

and shipping operators will continue to face loss pressure. 

Impact 

Destocking to extend into 1Q24F; freight rate to remain range-bound. We now forecast 
inventory digestion will persist into 1Q24, versus our prior estimate of 4Q23, as the volume 

of inbound containers to US ports will stay largely flattish YoY, mainly as retail sales will 
slow to a YoY decline in 4Q23. Since 3Q23, spot freight rates have been lingering in a range-

bound cycle of voyage reduction, price hikes, voyage expansion, and then price 
contraction, with the low end of the range having reached new lows recurrently. We 
believe this range-bound cycle will extend into 4Q23-2Q24. 

3Q23 earnings bolstered by disposal gains & gains from bargain purchases. Evergreen 
Marine reported 3Q23 EPS of NT$10.35, beating our forecast of NT$5.23, primarily as: (1) 

US routes implemented lower contract freight rates; (2) shipping volume rose QoQ on 
seasonality; (3) Evergreen Marine (Singapore) (SG) was incorporated via merger, boosting 

overall sales by 19%, while recognition of gains from bargain purchases should contribute 
NT$2.35 to EPS; (4) recognition of forex gains; (5) higher interest income as the interest 

rate remains high; and (6) disposal of 7.0% of EVA Airways (2618 TT, NT$29.35, N) shares, 
which should contribute NT$2.96 to EPS. We revise up 2023-24F EPS to a respective 

NT$19.06 and NT$3.51, mainly to reflect: (a) Evergreen Marine (Singapore) expanding its 
business scale; (b) an upward revision of estimated interest income; and (c) recognition of 

gains from bargain purchases. We assume full disposal of 7.4% of EVA Airways (2618 TT, 
NT$29.35, N) shares in 4Q23, which should contribute NT$2.24 to EPS. We believe 
Evergreen Marine will suffer operating losses in 1Q24, versus our previous estimate of 

4Q23. 

Valuation & Action 

We maintain Neutral and raise our target price to NT$125, based on 0.6x 2024F BVPS of 
NT$208 (previously 0.6x BVPS of NT$203), to reflect a higher 2023 earnings estimate. Our 

target PB is below the trough of 0.7x in previous downcycles. The new target price is 
equivalent to 1.0x 4Q23F net cash per share of NT$127. Investors are advised to revisit the 

counter only after the 2022-24F downcycle bottoms. 

Risks 

Weaker-than-expected cargo demand. 
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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 c hange 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 c ompanies 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.  


