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Game console demand recovery in 2025F

Key message Event

Nintendo (JP) will launch the Switch 2 next year, and we expect it to drive YoY growth in
global game console shipments in 2025F, after a double-digit decline in 2024F, on a
dearth of new model launches.

1. Global game console shipments will

recover YoY in 2025F, with double digit
YoY growth.

Impact

Gaming console demand to rebound in 2025F. Global game console shipments hit a peak
in 2020 with shipments of 48.7mn units, up 17% YoY, due to booming gaming demand
BEESE, and this will boost ShiRERER during COVID-19 lockdowns. Global game console demand slowed down in 2021-2022,
growth in 2025F, with new game title and there were limited new model launches during this period, with only the Microsoft
Bnchcs. (US) Xbox Series X and Sony (JP) Playstation (PS) 5 in 2H20. Sony’s PS series dominates
B onese assemblers and comiiRiE the market, with 48% market share in 2023, followed by the Nintendo Switch (36%) and
suppliers will benefit from a replacement Microsoft Xbox (16%). Most in-use models were released 4-5 years ago, and are entering
cycle for the Nintendo Switch. end-of-life, resulting in global gaming console shipments dropping 27% YoY in Janaury-
October 2024, despite refreshed spec product launches of the Xbox Series and PS5 Pro in
2024. We think the Nintendo Switch 2 launch will drive a return to YoY global shipments
growth for game consoles in 2025F. In addition, Microsoft may launch a new Xbox
generation at end-2026F and Sony may launch the PS6 in 2027-28F, which would
revitalize the console gaming market.

New Nintendo model launches in 2025F. Nintendo launched the Switch in March 2017,
Switch Lite in 2019 and Switch OLED in 2021, with cumulative Switch hardware sales of
146mn units to date, and more than 100mn active users annually. Hot sales of popular
games such as “The Legend of Zelda: Breath of the Wild” and “Super Mario Party” caused
Switch hardware shipments to hit a peak of 28-29mn units in 2020 during COVID-19
lockdowns, then decline YoY in 2021-23 with a lack of new models launching. During a
recent earnings call, Nintendo revised down Nintendo Switch shipments guidance from
13.5mn units to 12.5mn units in FY2025 (ends March 2025), reflecting lower-than-
expected sales in the first half of the fiscal year. However, the firm may reveal the
Nintendo Switch 2 in January, and start shipments by late 1Q25F or 2Q25F, which would
grow shipments by 10-20% YoY in 2025F, after a 20-30% decline in 2024F. There will be
several spec upgrades for the Switch 2, including: (1) an Nvidia (US) Tegra T239, based on
Ampere architecture; (2) RAM upgraded from 4GB to 12GB; (3) storage of at least 256GB;
(4) higher screen resolution and longer battery life; (5) magnetically-attached Joy-Cons
and new buttons. Management also announced that the Switch 2 will be backwards-
compatible with Switch games, most helpfully for current-gen game developers. New
game launches, such as “Mario Kart 9” and “Pokemon Legends Z-A”, both popular series,
should also prompt for Switch shipments growth in 2025F.

2. Nintendo (JP) will launch the Switch 2 in

Shipments growth to benefit supply chain. We forecast global game console market to
grow by 5-10% YoY in 2025F, which most of the growth for Nintendo, thanks to the Switch
2 launch. Foxconn Technology (2354 TT, NT$77.3, NR) will be the key assembler for
Nintendo, and also supply chassis. Other beneficiaries include Macronix International
(2337 TT, NTS$20.95, NR) for ROM (read-only-memory), Pixart Imaging (3227 TT, NT$245,
NR), for sensor IC, Weltrend Semiconductor (2436 TT, NT$56.1, NR) for power IC, Genesys
Logic (6104 TT, NT$160, NR) for USB IC, Ziltek (6679 TT, NT$341.5, OP) for MEMS, Realtek
(2379 TT, NT$548, N) for audio IC and Lite-On Technology (2301 TT, NT$100.5, OP) for
power supplies.

Stocks for Action

The Nintendo Switch 2 launch will cause global game console shipments to grow YoY in
2025F. The Nintendo supply chain will be the beneficiaries of a replacement cycle,
especially Foxconn Technology, Macronix International, Pixart Imaging, and Genesys
Logic, given their high game console sales weightings.

Risks

Weak consumer demand; rising component prices.
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Figure 1: Global game console shipments to fall 20-30% YoY

Figure 2: Sony’'s market share surpassed peers in 2023-
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Figure 3: The PS5 Pro has a better GPU & more storage than the Xbox series X

Model Switch 2 PS5 PS5 Pro Xbox series X

Launch time 2025F 2020 2024 2020

cPU E“(?;;;)N‘”d'a ARM SoC "DRAKE | 1D Ryzen 7en 2, @35 GHz ~ |AMD Ryzen Zen 2, @ 3.85GHz | AMD Zen 2, @ 3.8 GHz

- Nuidia Ampere architecture with  |AMD Radeon RDNA 2 (10.28 ?u“fz;?j:;?as[z:g nzgv:;hm AMD Radeon RDNA 2 (12

1280 CUDA cores TFLOPS) RDNA 3 (16.7 TFLOPS) TFLOPS)

Process 5nm nm 4nm 7nm

RAM Upgrade to 12GB LPDDRS 16GB GDDR6 16GB GDDR6 + 2GB DDR5 16GB GDDR6

Storage 256GB 825GB 2TB 1TB

TDP 15~20W 350 W 390 W 315W

Type-C 2 type-C 1 type-C, and 3 type-A 2 type-C, and 2 type-A 1 type-C, and 3 type-A

4K support Yes (60-120fps) Yes (60-120fps) Yes (from 60-120FPS)

8K support No (recently removed) Yes (up to 60fps) Yes (up to 60fps)

Weight TBC 4.5kg / 3.9%g (Digital) 3.1kg 4.45kg

Dimensions (mm) |290 x135 x 45 mm 390140 x 260 mm / 390 x92 X |30 . 89 x 216 mm 301x 151 x 151 mm
260 mm (Digital)
Ethernet Ethernet Ethernet

Note IEEE 802.11ax (WiFi 6) IEEE 802.11be (WiFi 7) [EEE 802.11ac (WiFi 5)
Bluetooth 5.1 Bluetooth 5.1

Starting price (USD) |TBC USDS$399/ 499 UsSD$699 UsD$499

Source: Company data; KGf Research

Figure 4: PS5 shipments exceeded Switch shipments in 2023
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Figure 5: Game console shipments hit a peak 2-4 years after
launch
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Figure 6: The Switch 2 will launch in 2025F, with significant spec upgrades

Model Switch Switch Lite Switch OLED Switch 2
CPU Custom Nvidia ARM Soc Tegra X1 |Custom Nvidia ARM Soc Tegra X1 |Custom Nvidia ARM Soc Tegra X1 Sﬁ?grg)l\md‘a ARM SoC TDRAKE
-~ Nvidia Maxwell architecture with  |Nvidia Maxwell architecture with  |Nvidia Maxwell architecture with  |Nvidia Ampere architecture with
256 CUDA cores 256 CUDA cores 256 CUDA cores 1280 CUDA cores
RAM 4GB LPDDR4 4GB LPDDR4x 4GB LPDDR4X Upgrade to 12GB LPDDR5
Storage 32GB 32GB 64GB 256GB
TDP 18W 18W 18W 15~20W
Type-C 1 joint 1 joint 1 joint Upgrade to 2 joints
Joy-Cons 2 Joy-Cons No Joy-Cons 2 Joy-Cons Redesigned Joy-Cons
Mounting system  |Rail slide mounting system Rail slide mounting system Rail slide mounting system Magnetic mounting system
Screen 6.2" 720p LCD 5.5" 720p LCD 7" 720p OLED 8" 1080p LCD
Batte 2.5-6 hous 3-7 hours 4.5-9 hours TBC
" 4,310mAh 3,570mAh 4,310mAh 5,405mAh?
Launch time 2017 2019 2021 2025F
Starting price (USD) [USD$299 UsD$199 UsD$349 TBC

Source: Company data; KGI Research

Figure 7: The Switch 2 launch will drive shipments growth Figure 8: Switch shipments will grow by 10-20% YoY in
2025F, driven by the Switch 2 launch
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Figure 9: Nintendo has a broad game portfolio
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Source: Nintendo; KG/ Research
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Figure 10: Nintendo will announce several new game titles in 2025F, boosting hardware & software sales
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Figure 11: “Mario Kart 9” will be released with the Switch 2 Figure 12: Nintendo will release “Pokemon Legends Z-A”

game in 2025F
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Source: Nintendo; KGI Research

Source: Nintendo,; KGI Research

Figure 13: Abundant game titles for Nintendo Switch

Figure 14: Other Nintendo Switch games
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Figure 15: Game console supply chain - Valuations

Market Share Target EPS (LCY) EPS YoY (%) PE (x) PB (x) ROE (%) Cash yield (%)
Model Company Ticker Related business cap. price|Rating Price
(ussmn) (Ley) (LCY)| 2023 2024F 2025F| 2023 2024F 202SF| 2023 2024F 2025F| 2023 2024F 2025F| 2023 2024F 2025F| 2023 2024F
TSMC 2330 |Foundry 866,501 1,085.0 | Outperform 14500 3234 4523 5787 (17.5) 399 279 336 240 187 8.1 66 53| 262 304 315 12 15
Mediatek 24541 ICdesign 70042 1,420.0 |Outperform 17000| 4851 6716 7024 (350) 384 46| 293 211 202 62 57 54| 190 278 271 39 49
Zltek Technology 66797 |IC design 578 341.5 | Outperform 400| 695 1037 1314 (332 493 267 492 329 260 37 35 33 75 107 128 16 24
Anpec* 6138 ICdesign 405 175.0 | Not rated NA| 700 NM  NM| 00 NA NA| 250 NA NA| 39 40 NA| 157 157 NM| 51 34
Phison Elec* 8299  |Memory 3,004 475.0 | Not rated NA| 1848 3211 3203| (333 78 (03 257 148 148 22 20 19 90 145 129 28 38
Hon Hai 2317T  |oDM 78,767 1845 | Outperform 2000( 1025 1150 448 04 122 259 180 160 127 17 16 15 97 104 124 29 33
Foxconn Tech* 2354 |Chassis 3367 77.3 |Not rated NA| 301 289 410| (3) @0 419| 257 267 189 0 07 07 4.1 38 53 19 19
Cheng Uei* 2392 |Mechanical 1,147 72.7 | Not rated NA| 309 NM  NM| 016 NA  NA| 25 NA NA| 14 NA NA| 60 NM NM| 28 NA
PS5 Jentech* 3653 |Thermal 6513 1,480.0 | Not rated NA| 1659 2472 3280 (151) 490 327 892 599 451| 182 NA  NA| 219 NM NM| 07 NA
Nidec* 62301  |Thermal 538 202.5 | Not rated NA| 702 NM  NM| @m  NMA  NA| 288 NA  NA| 30 NA NA| 109 NM NM| 05 NA
Anli* 52231 |Thermal a3 31.6 |Not rated NA| (008 NM  NM| NM. NM NA| NM  NA  NA| 07 NA  NA| (02 NM NM| 00 NA
Lite-On Tech 2301 |Power 7,265 100.5 | Outperform 1200 636 553 664 28 (13.1) 201 158 182 151 28 NA. 24| 176 146 164| 45 40
Unimicron Tech 3037 |ABF 6,716 143.0 |Outperform 20s0| 788 432 1278 607 452 1958 181 BT 112 24 23 20| 16 71 193 21 12
Nan Ya Printed 8046  |ABF 2,189 110.0 | Neutral 1050 900 016 720| (700) (983) 44852| 122 7003 153 15 15 13 114 0z 92 50 01
Hannster Board* 546977 [PCB 747 49.9 |Not rated NA| 507 NM  NM| (165 MA  NA| 98 NA NA| 09 NA NA| 92 NM NM| 32 NA
JPC Connectivity* 6197 T | Connector 558 148.5 | Not rated NA| 520 NM  NM| 00 NA NA| 286 NA NA| 59 54 NA| 138 198 NM| 22 28
Kinko Optical* 62091 |lens 149 27.8 |Not rated NA| (029 NM__ NM| NM._ NM__ NA| NM.__ NA  NA| 15 16 NA| (16 (18 NM| 14 18
Foxconn Tech* 2354 |0DM Chassis 3367 77.3 |Not rated NA| 301 289 410| (03) (@0 419| 257 267 189 10 07 07 41 38 53 19 19
Andes Technology 65337 |IP design 615 394.0 |Outperform 4800| (01) (180 397 NM.  NM  NM| NM  NM  NA| NA  NA  NA| (13 (19 42| NA NA
Reattek Semi 2379 |ICdesign 8655 548.0 |Neutral 5100| 1785 2949 3185 | (436) €2 80| 307 186 172 67 63 59| 206 349 355 28 47
Weltrend* 2436 |ICdesign 308 56.1 | Not rated NA| 118  NM NM| 00 NA  NA| 475 NA  NA| 31 29 NA| 63 63 NM| 21 21
Switch Picart Imaging* 3227 |ICdesign 1,126 245.0 | Not rated NA| 557 1122 13.09| (248 1014  167| 440 218 187 36 NA NA| 84 155 170 19 NA
Genesys Logic* 61041 ICdesign 247 160.0 | Not rated NA| 107 306 344 00 1860  124| 1495 523 465 75 79 NA| 51 51 138 16 1.1
Zitek Technology 6679 |MEMS 578 341.5 | Outperform 4600| 695 1037 1.4 (32 493 267 492 329 260 37 35 33 75 107 128 16 24
Macronix Intl* 2337 |Memory 1,197 21.0 |Not rated NA| (092 (112 012] NM. NM NM| NM  NM 1761 08 09 09| B4 @5 02 24 11
Lite-On Tech 2301 T | Power 7,265 100.5 |Outperform 1200| 636 553 664 28 (131 201 158 182 151 28  NA 24| 176 146 164 45 40
TSMC 2330 |Foundry 866,501 1,085.0 | Outperform 14500 3234 4523 5/87| (175 399 279 336 240 187 81 66 53| 262 304 315 12 15
Mediatek 24541 |ICdesign 70042 1,420.0 |Qutperform 17000| 4851 6716 7024 (350) 384 46 293 211 202 62 57 54| 190 278 271 39 49
Foxconn Tech” 2354 |Chassis 3367 77.3 |Not rated NA| 301 289 410| (03 (40 419| 257 267 189 0 07 07 41 38 53 19 19
Xbox Pegatron 4938 |0DM 7521 91.7 |Neutral 1050| 590 700 705| 42 187 07| 155 131 130 13 13 12 84 97 95 44 50
Detta Elec 2308 |Power 34037 4255 |Outperform 5120 1286 1556 1897 22 210 20| 331 274 224| 55 48 43| 173 188 201 15 18
Lite-On Tech 2301 |Power 7,265 100.5 | Outperform 1200 636 553 664 28 (131 201| 158 182 151 28 NA 24| 176 146 164 45 40
Chicony Power* 64121 |Power 1,444 117.0 | Not rated NA| 827 857 1066] 06 36 243| 141 137 110 34 37 32| 249 249 288 5.1 5.3

Source: KGi Research estimates; Bloomberg
*: Bloomberg consensus

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.

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.
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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
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