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Semiconductor business awaiting demand recovery    

   Event 

Magnate Technology’s aerospace business is growing in 2023 on higher shipments of LEAP 
engine components. However, we do not expect their semiconductor business to 

markedly recover until 2H24, and the company is unlikely to become profitable again until 
2024. 

Impact 

Semiconductor sales won’t recover markedly until 2H24F. Magnate’s main non-

aerospace products are semiconductor equipment (i.e. vacuum pumps) that are sold to 
Japanese clients. Non-aerospace sales grew over 30% in 2021-22, for sales weighting of 

more than 50%, on demand for factory construction in the semiconductor sector. 
However, orders from Japanese clients have shrunk significantly YTD due to sector-wide 

inventory digestion. Sales contracted 52% in the first eight months of the year as a result. 
As semiconductor business troughed in 3Q23, sales will not recover markedly until 2H24F. 

Aerospace sales to grow by double-digits on LEAP engine shipment growth. Magnate’s 
aerospace products include the LEAP engine casing and landing gear. Thanks to a rapid 

rebound in post-pandemic global air travel, orders for single-aisle aircraft have soared. 
Safran (US) forecasts 1,700 and 2,000 LEAP engines will be made in 2023 and 2024, 
respectively. Also, we expect orders to increase for LEAP TCF in 4Q23 and A321XLR landing 

gear in 2024. We forecast Magnate’s aerospace sales will register a 2023-25 CAGR of 21%, 
for sales weighting of over 60%. 

2023 unlikely to end in the black. We now expect semiconductor sales to miss in 2023, 
with gross margin declining to 4.5% on poor semiconductor demand. We revise down 

2023F sales to a 11.3% decrease YoY, with LPS of NT$0.58. For 2024-25, we forecast sales 
will grow a respective 26.3% and 21.1% YoY, assuming the semiconductor business grows 

YoY, and aerospace business will continue to grow. On gross margin rising to 13.2% and 
18.4%, we forecast EPS will increase YoY to NT$1.09 and NT$2.31 in 2024-25, respectively. 

Valuation & Action 

We downgrade Magnate to Neutral as weaker-than-expected semiconductor business will 

result in net losses in 2023F. As the company will not return to profitability until 2024F, 
we lower our target price to NT$34, based on 20x average 2024-25F EPS. 

Risks 

Aerospace sales growth is weaker than expected; continued weakness in semiconductor 

business. 
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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.  


