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3Q23 earnings beat expectations          

      
Event 

Formosa Petrochemical (FPCC) reported 3Q23 EPS of NT$1.81, beating our expectations. 

Impact 

3Q23 earnings beat on inventory gains. FCFC posted EPS of NT$1.81 in 2Q23, turning 

profitable, beating our forecast of EPS of NT$1.20 and consensus EPS of NT$0.61, due to: 
(1) the firm recognized inventory valuation gains of NT$2.45bn, as quarterly average and 

quarter-end prices for both crude and naphtha surged meaningfully; and (2) the coal price 
downtrend proved wider than the QoQ decline in electricity sales for both the utility 

division and Mai-Liao Power (TW; unlisted). Most of the operating results arrived in line 
with expectations in 3Q23, with: (1) refinery capacity utilization arriving at 89% QoQ; (2) 

quarterly average refinery spread for exports picked up QoQ, from US$7.3 per barrel in 
2Q23 to US$10.9 in 3Q23; (3) olefins capacity utilization fell to 57% in 3Q23. 

Lower inventory gains in 4Q23F. We estimate 4Q23F EPS will dip 64% QoQ to NT$0.65, 
below consensus EPS of NT$0.73, but recovering from losses in 4Q22, because: (1) high oil 

prices bode ill for the profitability of naphtha crackers; (2) refinery spreads wil l likely stay 
flattish at high levels QoQ as the peak season for diesel consumption arrives; and (3) 

inventory valuation gains will narrow QoQ. 

Valuation & Action 

We maintain Neutral and our target price at NT$74, based on 2.1x 2024F BVPS of NT$35. 
As olefins spreads and capacity utilization continue to hover at trough levels, we suggest 

investors wait for industry consolidation, and only revisit the stock when they see signs of 
a demand recovery. 

Risks 

Oil price plunge; weak commodities 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 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.  


