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Higher idle production costs in 3Q23       

   Event 

Nanya Technology reported 3Q23 preliminary loss per share (LPS) of NT$0.81, missing our 
forecast. 

Impact 

3Q23 earnings miss, with higher idle production costs. 3Q23 preliminary LPS came in at 
NT$0.81, missing our forecast of LPS of NT$0.46, and consensus of LPS of NT$0.56. Gross 
margin of -25.2% missed our forecast of -5.9% and consensus of -3.9%, reflecting: (1) ASP 
decline of high-single digits QoQ to US$0.28/Gb, below our forecast of a flat ASP; (2) bit 
shipments were up by high-teen digits QoQ, better than our forecast of 6% QoQ growth; 
(3) depreciation cost per unit decreased from US$0.17/Gb in 2Q23 to US$0.14/Gb in 3Q23, 

while variable cost per unit increased from US$0.18/Gb in 2Q23 to US$0.22/Gb in 3Q23. 
Average unit cost was higher than our forecast, because of lower utilization, and 

thereafter higher idle production costs, in 3Q23, relative to 2Q23. 3Q23 inventory levels 
remained largely static QoQ, and there were limited inventory write-downs, as inventory 

remains valued above cost. 

Inventory digestion from 4Q23. Management guides for: (1) bit shipments to grow mid-
to-high single digits QoQ in 4Q23F; (2) blended ASP to grow QoQ in 4Q23F; (3) bit 
shipments to fall mid-single digits YoY in 2023F, an improvement over previous guidance 
for a decline of around 10%; (4) cuts of 10-20% of bit production to continue through 
2023F, leading to another idle production outlay in 4Q23; (4) inventory to decrease QoQ 
in 4Q23F; (5) 2023F capex guidance at NT$15.0bn, in line with latest guidance; and (6) to 

ship 16Gb DDR5 products by mid-2024F, as expected. 

DRAM pricing dynamics getting better. Management expects the DRAM market to 

gradually recover from 4Q23F, supported by: (1) capacity utilization cuts and inventory 
digestion by main suppliers; (2) server demand improving QoQ from 4Q23F, with growing 

DDR5 demand for AI-servers; (3) DDR5 & LPDDR5 gradually replacing DDR4 & LPDDR4 in 
new PC products; (4) the smartphone market in China rebounding in 4Q23F; and (5) 

demand for TVs, IP CAMs, and networking equipment remaining stable. 

Valuation & Action 

We revise 2023F LPS to NT$2.10 to reflect higher idle production costs. We maintain our 
target price at NT$85, on 1.5x 2024F BVPS of NT$57. With a new wave of price hikes ahead 
for DRAM from 4Q23F, we recommend engaging this stock. Maintain Outperform. 

Risks 

Slow industry-wide process conversion; PC and smartphone demand. 
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