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Earnings revision cycle likely to peak post-1Q24 guidance           

..    Event 

MediaTek expects 2024F smartphone shipments to grow by a low-single digit percent YoY, 
and expects its 5G penetration rate to reach a low-60s percentage, compared to high-50s 
in 2023, implying limited upside to consensus 5G smartphone shipment forecasts of  185-
195mn units (up from roughly 160mn units in 2023) and flagship AI smartphone shipments 
of 8-10mn units for MediaTek this year. We thus reiterate our view that the upward 
earnings revision cycle could peak after 4Q23 earnings results and 1Q24F guidance. 

Impact 

Too early for ASIC & auto to drive a share re-rating. The firm thinks new business 
opportunities will enter volume production and contribute to sales in late 2025F, which 
echoes our view that ASIC and auto businesses could potentially become 2H25-2026F 
catalysts. However, we believe it is too early for ASIC and auto to drive a share re-rating 
and reiterate our view that HPC-related ASIC business is likely to be gross margin and 
operating margin dilutive, as it involves advanced process and packaging technologies (i.e. 
3nm and chiplet CoWoS) that require heavy R&D resources. Of note, we believe the ASIC 
project is still in the quotation phase, with the test vehicle being designed and evaluated 
at TSMC (2330 TT, NT$628, OP); hence, the potential business is not without execution 
risks. 

1Q24F guidance above consensus. The firm guides 1Q24F sales of NT$121.8-129.6bn, 
down 0-6% QoQ, above our estimate and consensus of a 6.7% and 8.7% QoQ decline, 
respectively. The firm also guides a 1Q24F gross margin of 47.0% at the mid-point, and 
expects 2024F gross margin to remain at a level similar to 1Q24F. 

4Q23 results beat consensus & our forecasts. 4Q23 gross margin came in at 48.3%, 
respectively 1.4ppts and 1.1ppts higher than our estimate and consensus, mainly due to a 
more favorable product mix (higher volume of flagship 5G SoC). EPS was NT$16.15, above 
our forecast and consensus of NT$14.00 and NT$13.09 by 15.4% and 23.4% on higher-
than-consensus gross and operating margins of 48.3% and 19.1%, respectively, as well as 
non-operating income. 

Valuation & Action 

We fine-tune our 2024F EPS in light of better-than-expected gross and operating margin 
outlook and adjust our target price accordingly from NT$976 to NT$986 (based on 17x 
2024F EPS). We expect the shares to consolidate until smartphone demand visibility 
improves in 2H24F. Shares are now trading at a 2024F PE of 17x, versus the three-year 
range of 10x-18x. Maintain Neutral. 

Risks 

Rising demand for 5G smartphones, market share gains in 5G smartphone market. 
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