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Shifting from output cuts & price protection to price & volume growth        

..    
Event 

Micron (US) has eased its DRAM output reductions since the middle of 4Q23, as it was the 

first firm to complete inventory digestion. We predict DRAM wafer makers will start to 

increase capacity utilization in 4Q23-2Q24F due to the completion of inventory digestion, 

which will boost prices and output volume, and enable an earnings recovery that outpaces 

module makers. 

Impact 

4Q23 contract price rises sharper than expected. DRAM contract prices for 4Q23 have 

been by and large finalized, with DDR5 up 15%, DDR4 up 10-15% and DDR3 up 10%, 

beating our forecasts by 5-10%, due to the following: (1) robust sales of Hauwei’s (CN) new 

Mate 60 have spurred Android handset makers to launch new models early, boosting 

DRAM demand; (2) Samsung (KR) adopts shipment control, causing PC makers to take 

longer time to restock; (3) DRAM makers are adjusting wafer starts for 3Q23-1Q24F from 

server DRAM to mobile and PC DRAM in response to revised-up handset demand, 

mitigating the oversupply of server DRAM; and (4) downstream manufacturers of niche 

products, such as webcams and networking equipment, have started restocking memory 

in anticipation of price increases. DRAM spot price rises have been slowing since 

November, reflecting a peak for large and small module makers’ order streams for the 

year-end holiday season, in August-September and September-October, respectively. In 

addition, distributors, expecting price rises, have mostly completed inventory restocking. 

Cutting output to protect prices in 2023F; price & volume up in 2024F. In 4Q23, Micron 

successfully digested DRAM inventory down to 8 weeks, and eased the extent of DRAM 

output reductions from 31% in 3Q23 to 17%. Moreover, it plans to keep the extent of its 

output cuts unchanged throughout 2024F. Trailing Micron by one quarter in terms of 

lowering production and destocking, Samsung and SK Hynix (KR) expect to narrow their 

reduction of output from 18-40% in 4Q23 to 15-34% in 1Q24F, and further ease reductions 

sequentially in 2Q-4Q24F. Given an expected pickup in end demand in 2Q24F, and 

disciplined sales-based production increases being implemented by all leading 

manufacturers, we predict DRAM contract prices will be on the rise in 2024F. As inventory 

remains at a high level of 15-18 weeks, NAND flash makers have not significantly eased 

production cuts. 

Wafer makers’ price & volume growth will outpace module peers. In 3Q-4Q23, the 

earnings and share valuations of module makers have been stronger than those of their 

wafer counterparts, mainly because module makers could enjoy inventory benefits 

without bearing losses on idled capacity. We believe that from 1H24F onwards, wafer 

makers’ earnings and share valuations will be higher than module makers’, because: (1) as 

wafer makers increase capacity utilization, losses on idled capacity will decrease, helping 

earnings; and (2) module makers’ margins will narrow alongside declines in spot prices. 

We expect Nanya Technology (2408 TT, NT$70.1, OP) will increase its capacity utilization 

starting in 2Q24F, as DDR3 inventory adjustments have lagged behind due to TV makers 

lowering capacity utilization during 4Q23-1Q24F. 

Stocks for Action 

We believe DRAM makers increasing their capacity utilization indicates that the memory 

sector cycle has entered a new phase. We recommend investors adjust investment 

weightings for subsectors, shifting from NAND Flash to DRAM manufacturers, and from 

module makers to wafer makers. 

Risks 

Slower-than-expected production node migration; weakening market demand. 
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