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3Q23 EPS beat expectations; margin uptrend in 2024F        

..   Event 
3Q23 EPS of NT$1.72 (up 47% QoQ, but down 13% YoY) beat our forecast and consensus 
on higher margins. Pegatron guides 4Q23F sales to be the annual peak, expects a recovery 
in sales of NB and consumer electronics (CE), and is anticipating double-digit growth in its 
automotive business in 2024F. 
Impact 
3Q23 EPS beat expectations on stronger margins. 3Q23 EPS came in at NT$1.72, higher 
than our estimate and consensus, on stronger-than-expected gross margin of 3.9%, and 
operating margin of 1.4%. Three product lines had QoQ sales growth. Pegatron also 
reported a steady flow of orders and shipments from smartphone model launches, 
improved production efficiency boosting gross margin QoQ, and improved operating 
margin, with operating expenses ratio falling QoQ. 1Q-3Q23 EPS reached NT$4.02, up 7% 
YoY due mainly to investment income increase. 3Q23 sales growth came from smartphone 
sales expansion, particularly from the iPhone 15 debut, boosting sales by 13% QoQ, with 
sales contribution of 58%. We expect smartphone will continue driving up 4Q23F sales 
QoQ. 
4Q23F annual peak with margin improvement. Pegatron guides 4Q23F sales to be the 
peak of the annual cycle. We forecast 14% QoQ sales growth, flat YoY. Communication 
sales will be the key driver in 4Q23F, with a better shipments mix. On flat NB shipments in 
2023F, 4Q23F NB shipments will likely fall 20-30% QoQ, but rise 15-20%, YoY. CE sales in 
4Q23F should fall QoQ on seasonality. We still expect growing sales to lead to gross and 
operating margin improvement in 4Q23F. With better-than-expected 3Q23 earnings, our 
2023F EPS is adjusted up by 10% to NT$6.14 (up 8% YoY). 
Auto sales growth in double digits in 2024F; PC, CE & server sales recovery expected. 
Management has a positive outlook on 2024F auto business, with sales growth guidance 
in double digits on a key US client’s shipments growth, and penetration of more EV and 
ICE brand clients and models. It targets a 2025F automotive sales contribution of over 10%, 
with main products comprising the ADAS computing system, electronics control unit 
(ECU), and chargers. Automotive sales growth will also add to gross margin in 2024F. 
Management guides 2024F computing sales to see single-digit growth YoY, after a decline 
of 20-30% YoY in 2023F, and growing server sales will be another driver. New game 
console launches in 2024F will boost CE sales after a 10-15% YoY decline in 2023F. 
Communication (smartphone, broadband) sales should be stable in 2024F, after growth in 
2023F. We expect a better product mix to boost 2024F gross and operating margins, 
fueling 2024F EPS a better growth of 14% to NT$7.0, with 3% sales growth 
Valuation & Action 
We raise our target price from NT$81 to NT$84 (12x 2024F EPS), and maintain Neutral on 
limited earnings catalysts. 
Risks 
Soft iPhone demand; high price pressure; weaker-than-expected auto demand. 
 

 

 

 

 

 

 

 

 

  

 

 

 

 

 

Pegatron (4938 TT) 



      

  

14 November 2023  2  

Taiwan  Pegatron  

 
 

  

 

 

 

 

 

 

 

 

 

  

 

 

 

 

 

 

  

 

 

 

 

 

 

 

 

 

 

 

 



      

  

14 November 2023  3  

Taiwan  Pegatron  

 

 

 

 

 

 

 

    



      

  

14 November 2023  4  

Taiwan  Pegatron  

              



      

  

14 November 2023  5  

Taiwan  Pegatron  

    



      

  

14 November 2023  6  

Taiwan  Pegatron  

   



      

  

14 November 2023  7  

Taiwan  Pegatron  

  



      

  

14 November 2023  8  

Taiwan  Pegatron  

  



      

  

14 November 2023  9  

Taiwan  Pegatron  

 

 

 

 

 

 

 

 

 

 

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 change 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.  


