INDUSTRY REPORT %ﬂa E EE ﬂ\H
Taiwan A KGl AsIA

|Panel sector

Panel prices to correct as TV maker restocking has ended

Neutral - Maintained Event
TV panel prices were flattish MoM in September due to stagnant end-demand. We

believe restocking of TV panels has officially ended. Notably, TV and IT panel prices
have risen a respective 35-64% and 1-4% from their previous troughs in Se ptember
2022, dueto restocking. We believe the upswings in mid-and large-sized panel prices
will flatten or even decline moderately from October, and overall panel shipments
and prices will both retreat by single-digits in 4Q23.

Key message

We expect mid- and large-sized panel prices to
flatten or even decline moderately from
October, and we estimate panel shipments and
ASP will both decline by single-digits in 4Q23.
Against this backdrop, we maintain Neutral on Impact
AUOQ (2409 TT, NT$15.7, N) and Innolux (3481
TT, NT$12.3, N), but cut our target prices to a
respective NT$14.5 and NT$11.0, based on
2023F PB of 0.7x and 0.45x.

TV & IT panel prices rose respective 8-15% & 0-2% in 3Q23; mid- & large-sized panel
prices & shipments tocontract in tandemin 4Q23F. Prices 0f32”,55”, and 65" panels
rose respective 40%, 58%, and 60% in 4Q22-3Q23 onrestocking by TV manufacturers
and strict productiondiscipline by Chinese panel makers. Meanwhile, IT panel prices
only grew 0-2% in 2Q-3Q23 as inventory digestion by display and NB vendors took
longer. Given anemic end-demand, we expect mid- and large-sized panel prices and
shipments to both dip 3-5% QoQin 4Q23.

2023F OLED TV panel shipments to fall YoY for first time, likely at faster pace than
those of LCD TV panels. Given macroeconomic weakness, we forecast LCD and OLED
TV panel shipments will fall a respective 5% and 14% YoY to 250mn and 6.3mn units
in 2023, while end-market shipments of LCD TV sets will likely edge up 0.4% YoY to
198mn units, compared to a 14% YoY decline in OLED TV set shipments to 5.6mn units.
We estimate the penetrationrate of OLED TV will sink from 3.3%in 2022 to 2.8% in
2023, and this will end continuous growth in shipments of OLED TV sets since 2018,
but we forecast shipments will grow 15% YoY in 2024. For reference, the penetration
of OLED handsets will likely climb from 42%in 2022to 43%in 2023.

Pricing downcycle to begin in 4Q23F. In light of poor market demand, Chinese panel
makers have been lowering capacity utilization since the start of September. We
expect panel prices to undergo a downcyclein 4Q23-1Q24, and expect mid- and large-
sized panel prices to rebound in late-2Q24, prompted by a NB replacement cycle. We
estimate TV, Monitor, and NB panel prices will fall arespective 5%, 3%, and 10% YoY
to 250mn, 154mn, and 190mn unitsin 2023.

Valuation & Action

It will be difficult for the panel industry to turn profitablein 4Q23. Despite the efforts
of Taiwanese panel makers to diversify their businesses, we think more time will be
neededfor the benefits to materialize. With panel prices set to fall in 4Q23-1Q24, we
maintain Neutral on AUO (2409 TT, NTS15.7, N) and Innolux (3481 TT, NT$12.3, N),
buttrim our target prices to a respective NT$14.5 andNT$11.0, based on 2023F PB of
0.7x and 0.45x, versus their historic bands of 0.4-1.4xand 0.3-1.4x.

Risks

Slower-than-expected destocking of TV sets; pricing pressure from capacity ramp-ups
for large-sized panels by Chinese competitors.
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Figure 1: TV panel prices were near flat MoM in September

application [ size Resolution 2022 3022 4022 1Q23 2023 3Q23] QoQChg. QoQ  YoYChg. YoY| Apr23 May-23  Jun-23 July-23  Aug-23  Sep23 Oct23F Sep-23MoM MoM  Oct-23F MoM  MoM
(USS) (USS) (USS) (USS) (USS) (USS) (USS) (%) (USS) (%)} (USS)  (USS)  (USS)  (USS)  (USS)  (USS)  (USS) Chg.(USS) (%) Chg.(USS) (%)

215" FHD (16:9) 442 364 357 357 362 370 07 20 06 16 359 362 3656 369 370 37.0 370 00 00 00 00

COmomr |15 WAL FHD (169) 493 443 433 433 433 837 04 08 (06) (14) 433 433 833 436 437 437 4337 00 00 00 00
238" WvA FHD 642 509 468 461 462 470 08 17 B9 (1) 46.1 161 6.4 469 470 47.0 470 00 00 00 00

27" WA FHD (16:9) 717 600 563 555 556 564 08 15 3.6 (6.0 555 555 55.8 56.3 565 565 565 00 00 00 00

133" (WVA) FHD IPS WVA 688 608 581 580 580 582 02 04 26 (@3 58.0 58.0 58.0 58.1 583 583 583 00 00 00 00

Notehookpe 140" M) HD 331 268 260 260 260 264 04 14 5 (1.7) 260 260 26.0 26.1 265 265 265 00 00 00 00
15.6" (Sim) HD 329 266 258 258 258 262 04 14 (05 (18) 2538 258 258 59 263 263 263 00 00 00 00

1567 LED (Sim)  FHD IPS WVA 480 400 373 372 372 376 04 10 @25 (6.2 372 372 372 373 317 377 377 00 00 00 00

32" HD 343 277 303 313 357 387 30 84 110 398 340 36.0 37.0 38.0 390 390 390 00 00 00 00

13" 60 Hz Full HD 633 510 513 530 597 647 50 84 137 268 57.0 60.0 62.0 64.0 65.0 65.0 65.0 00 00 00 00

;;DDE”W&‘D 50 60 Hz UHD 790 710 740 790 967 1093 127 131 383 540 91.0 90 1030 1080 1100 1100 1100 00 00 00 00
55" 60 Hz UHD 973 833 860 910 1150 1320 170 148 487 584% 1060 1160 1230 1300 1330 1330 1330 00 00 00 00

65" 60 Hz UHD 1500 1097 1143 1243 1557 1750 193 124 653 596 1460 1560 1650 1720 1760 1770 1770 10 08 00 00

67" ‘lfg?fsma's' m2 93 82 73 70 10 00 00 23) (250 7.0 70 7.0 70 70 70 70 00 00 00 00

. 6.7 f::so;;ﬁg 10.7 95 105 105 110 1.0 05 48 00 00
67" 24001080 260 243 220 193 197 03 17 6.3) (244 200 12.0 19.0 19.0 200 200 200 00 00 00 00

FHD Flexible OLED

63 ?&OFLLEEOOLED 240 24.0 240 2.0 240 250 00 00 10 42

- 7 1280 800 IPS/FFS 135 109 96 93 93 93 00 00 (1.6 (144) 93 93 93 93 93 93 91 00 00 02 @2
10.1 1280 800 IPS/FFS 252 224 210 207 207 207 00 00 an_ @5 207 207 20.7 207 207 207 205 00 00 02 (10

Source: Omdia; KGI Research

Figure 2: 1Q21-4Q23 quarterly panel shipments by application

Shipments (mn units) 1Q21 2Q21 3Q21 4Q21 1Q22 2Q22 3Q22 4Q22 1Q23 2Q23 3Q23 4Q23 2019 2020 2021 2022 2023
v 658 66.2 62.5 66.8 67.7 649 635 66.3 58.5 64.2 643 625 287 272 261 262 250
Notebook 663 68.0 743 790 12 528 46.4 419 373 49.4 53.2 50.8 190 228 288 212 191
Monitor 394 40.6 439 485 483 436 340 329 327 388 420 401 144 165 172 159 154
Tablet 513 437 38.0 36.3 347 384 377 442 378 384 36.9 332 99 158 169 155 146
QoQ (%) 0.0 0.0 0.0 00 0.0 0.0 0.0 0.0 00 0.0 00 00
v (5.2) 06 (5.6) 69 13 (@ (2.2) 4.4 (11.8) 9.7 0.2 (2.9)
Notebook 31 26 93 6.3 (9.9) (25.8) (12.1) @7n; (1.0 324 76 (4.4)
Monitor (10.0) 30 8.1 105 (0.4) (9.7) (22.0) (3.2) (06) 187 83 (47
Tablet 28 (14.8) (13.0) (4.5) (4.4) 107 (1.8) 172 (14.5) 16 (4.0) (9.8)
YoY growth (%) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
v 1.4 05 (13.2) (37 29 (2.0) 16 (0.7) (13.6) (1.1) 13 (58) (0.8) (5.0) (4.0) 04 (4.9)
Notebook 63.7 154 159 22.9 74 (22.4)  (376) (47.0) (47.6) (6.4) 146 21.2 26 20 26 (26) (10)
Monitor 19.8 (5.8) (2.7) 10.7 226 74 (22.6) (32.2); (323) (11.0) 236 21.8 (4.0) 15 45 (7.9) (3.0)
Tablet 124.0 153 (193)  (27.3) (324) (12.1) (0.8) 218 89 0.0 (2.2) (24.8) (1.8) 60 73 (8.6) (55)

Source: Omdia; KGI Research

Figure 3: Peer comparison - Valuations
Mkt Cap Price EPS (LCY) PE (x) PB (x) ROE (%) Dividend yield (%)
(USSmn) (LCY) 2022 2023F 2024F; 2022 2023F 2024F; 2022 2023F 2024F; 2022 2023F 2024F; 2022 2023F 2024F

Company  Ticker

AU Optronics 2409 TT 3,750 § 1570 (236) (028 NM. NM. NM|065 075 076 (10
Innolux 3481 1T 34641 1230 (202)  (060)) NM. NM. NM|047 050 052: (10.1) (79) (25 00 00 00
0

(239) ) (105 (14 51 00 00
(2.76)

Tianma 000050 CH{ 3,105 922 (002)  (083)  (004)) NM. NM. NM|075 080 080 2) (68 071 NA 00 01
(0.04)
564.3)

(
BOE 000725CHI 20,047 386 0.18 0321 NM. 214 1210113 104 092: (1.1) 41 881 16 20 23
LG Display  034220KS | 3,072 11,590 | (5,5643) (7,1354) (217.37)) NM. NM. NM|042 056 055; (173) (296) (21)] NA 50 27

Source: Bloomberg; KGI Research
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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.

All the information contained in thisreport is not intended for use by persors or ertities located in or residingin jurisdictions whichrestrict the distribution of this information by KGI Asa
Limited (“KGI”) or anaffiliate of KGL Such information shall nat 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 adistribution 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 inthe United Statesof America, or to o for the benefit of United States persons (being residerts of te
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 informationand reference purpose only without taking intoaccount of any particular investor’s objectives, financial situation or needs. Such information s not
intended to provide professional advice and should nat be relied upon in that regard.

Disclaimer

Some of KGI equity research and earnings estimatesare available electronically onwww.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 represertation or warranty, express or implied, as to the faimess, accuracy, completeness or correctress of
the information and opinionscontained in this report. The information and opinions contained in this report are subject to ¢ hange without any notice. No person accepts ary liabiliy
whatsoever for any loss however arising from any wse of this report or its contents. This report is not to be corstrued as an invitation or offer to buy or sell securities and/or to participaie n
any investment activity. This report is being supplied solely for informational purposes and may nat be redistributed, reproduced or published (inwhole or in part) by any mears for any
purpose without the prior written consent of KGI. Members of the KG |1 group and their affiliates may provide services to any companiesand affiliates of such companies mentioned heren.
Members of the KGI growp, their affiliates and their directors, officers and employees may from time totime have a pesition in any securities mentioned herein.
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