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Taiex rally underpinned by an election & strong sales       

..    
 
 
 
 
  

Taiex more likely to rally during the month before presidential election, and we 

believe that this time won’t be an exception 

The Taiwanese presidential election is just one month away. Of the past seven 

presidential elecitons, five saw the Taiex rally, by 4% on average, and two saw it fall, by 
an average of 9%, during the one-month period before election day, indicating the chance 

for a rally is over 70%. The two pre-election Taiex declines were in 2000 and 2016, 
respectively reflecting the systemic risk of the dotcom bubble burst and China’s forex 

regime reform. That said, the Taiex fared relatively well compared with other Asian 
emerging markets, indicating the presidential election seems to have some effect on the 

Taiex one month ahead of its occurrence. In addition, a catch-up rally often occurs after 
an election, if there is a decline in the month leading up to it. Accounting only for the 

single factor of a presidential election, we are positive about the Taiex’s performance in 
1Q24F. Nonetheless, we need to carefully observe cross-Strait relations post-election, 

and whether high US interest rates will trigger financial risk. 

Short-term peaks often seen one to two weeks before a presidential election 

While the Taiex has been more likely to rally than decline, as mentioned above, the index 
often experiences short-term peaks during the one-to-two-week period ahead of an 

election, when there is a strong wait-and-see market sentiment, and limited “price-
chasing”. If such a situation occurs this time around, the Taiex will come under correction 

pressure between the end of December and early 2024F. The correction, however, will 
not be too deep, as the overall market fundamentals are strong. 

4Q23F sales achievement ratio positive, suggesting clear earnings growth outlook 

We note that over two thirds of Taiex- and TPEx-listed firms’ October-November sales 
are in line with, or exceed, projected 4Q23F sales. This indicates an end to the downward 
revisions to earnings projections seen over the last 18 months, and that the earnings 

outlook is increasingly bright. In the tech space, handset EMS’s October-November sales 
had the highest sales achievement ratio, at 79%, followed by tier-one foundries, at 73%, 

handset components makers at 73%, and CCL producers, at 71%, due to a pickup in 
demand for Android handsets and strong pull-in demand for iPhone manufacturing. On 

the non-tech front, container shipping led in the sales achievement ratio, at 71%, due to 
higher shipping costs, boosted by the drought-hit Panama Canal. Aerospace/ military 

engineering came in second, at 68%, as a result of maintenance business growth at 
Evergreen Aviation (2645 TT, NT$107.5, OP), and the food sector ranked third with 68%, 

thanks to increased sales of hot food entering winter, and explosive demand growth in 
China’s restaurant market. Sales achievement ratio laggards are steel and cement 
manufacturers, reflecting property sector sluggishness in China. 

Valuation & Action 

The upcoming presidential election and impressive sales are supportive of a bullish Taiex 
view. We expect the Taiex will challenge a peak of 18,000 points in 1Q24F, and hit 20,000 

points by the end of 2024F. As the Taiex is likely to see a short-term peak in the two weeks 
before the presidential election, investors can capitalize on this trend by recognizing 

trading opportunities. We are upbeat on election-benefiting aerospace, heavy electrical 
and green energy plays, as well as the supply chains of handset components, foundries,  

CCL and AI sectors, which outperform in sales achievement ratios. Our top picks are 
Chung-Hsin Electric & Machinery (1513 TT, NT$125, OP), Evergreen Aviation, DPI (4572 
TT, NT$166.5, OP), CTCI (9933 TT, NT$43.8, OP), Largan Precision (3008 TT, NT$2375, OP), 

MediaTek (2454 TT, NT$939, OP), TSMC (2330 TT, NT$578, OP), Elite Material (2383 TT, 
NT$381, OP), Alchip (3661 TT, NT$3520, OP), Compeq (2313 TT, NT$70.9, OP), Auras 

(3324 TT, NT$343, OP), Chenbro (8210 TT, NT$268, OP). 
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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.  


