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Well positioned to seize huge market potential        

..    Event 

Waffer Technology held an analyst meeting to provide a business update. 

Impact 

Seizing magnesium alloy (Mg-Al alloy) market potential amid auto lightweight, EV, & 
smart cockpit trends. EV, display-related, and large parts accounted for a respective 53%, 
80%, and 40% of 3Q23 revenue, reflecting strong product alignment with automotive EV, 
smart cockpit, and lightweight trends. Management guides display-related mechanical 
parts will continue to drive growth in 2024-25 as OEMs seek Mg-Al alloy parts due to their 
low weight, high strength, and vibration absorption properties in order to structurally 
support the use of a more and larger displays in vehicle cockpits, which will boost both 
sales volume and ASP. The firm’s large product range of Mg-Al structural parts for vehicle 
cabins, ECU, batteries, and vehicle safety systems reflects its ambition to seize market 
opportunities amid OEMs’ pursuit of lightweight vehicle materials, with management 
citing huge upside due to sub-15% global adoption of Mg-Al materials per vehicle, and the 
firm’s 10-15% global market share. 

Investment in production processes & capacity to fuel robust growth; we project 
respective 2022-25 sales & EPS CAGRs of 46% & 90%. Based on auto projects on-hand and 
under development, the firm guides a clear demand outlook for the next 3-5 years and 
plans capacities accordingly. With 30 years of Mg-Al alloy material expertise, Waffer 
continues to strengthen its competitiveness by investing in tooling, automation, and 
production equipment that are capable of processing large structural parts. We believe 
the firm is well positioned to seize Mg-Al alloy market potential in auto industry on 
technological abilities, manufacturing resources, and geographic diversification. 
Management guides robust demand from European OEMs in an effort to catch up with 
the EV trend and to enhance the passenger in-cabin experience, suggesting sales 
contribution from European OEMs will significantly increase from 46% in 1Q-3Q23. Based 
on capacity expansion plans and global OEM customers’ new and refreshed model launch 
schedules, we forecast Waffer will achieve respective sales growth of 52% and 45% YoY to 
NT$8.95bn and NT$13.0bn in 2024-25, with EPS up a respective 75% and 59% YoY to 
NT$7.88 and NT$12.57. 

Valuation & Action 

We raise our 12M target price from NT$158 to NT$205, based on 20x 2024-25F average 
EPS of NT$10.23, implying 75% upside. We maintain Outperform and believe the counter 
is underrated on its strong position within global EV and smart cockpit trends. 

Risks 

Automotive OEMs delay new model launches due to macro uncertainties. 
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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 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.  


