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Potential breakthrough with SerDes IP       

  Event 

We maintain our sales and earnings growth prospects for 2024F and have identified 
potential opportunities in the high-speed interface segment. 

Impact 

2024F growth theme intact. We reaffirm our view that Novatek’s sales and earnings will 
grow in 2024F, driven by: (1) stabilization of the smartphone sector, accompanied by a 
moderate YoY increase in smartphone shipments and robust OLED DDI demand; (2) 
continued resolution advancements and a revival in the IT/ NB sector, which are expected 
to stimulate increased orders; (3) introduction of new products and acquisition of new 
customers, boosting shipments of TV products; (4) growth in the automotive panel 
market, leading to an increase in orders for automotive DDI and TDDI; and (5) 
contributions from the ASIC segment to Novatek's sales. 

High-speed interface segment is gaining prominence. Novatek has emphasized that its 
expertise in high-speed interface technology is a core competence, with product 
development shifting towards higher specifications. The company's proficiency in 
serializer/ deserializer (SerDes) technology not only facilitates the provision of timing 
controllers (TCON) but also supports the firm’s entry into the high-speed interface market. 
We view Novatek as a significant industry player with robust SerDes IP capabilities, 
standing alongside other Taiwanese fabless companies such as MediaTek (2454 TT, 
NT$963, N), Realtek (2454 TT, NT$470, N), and Parade Technologies (4966 TT, NT$1,290, 
OP). Additionally, Novatek has highlighted an advantage in its early adoption of cutting-
edge product development and ASIC product line processes. We believe that several key 
factors position the company for potential breakthroughs beyond display-related 
applications, and could lead to a re-rating of its shares, namely: (1) extensive SerDes 
expertise; (2) a wealth of R&D talent and financial resources; (3) early adoption of 
advanced technology nodes; and (4) ASIC design capabilities. 

Valuation & Action 

To incorporate 1Q24F guidance into our 2024F growth forecasts, we have slightly adjusted 
2024F EPS to NT$39.38, up 3% YoY, compared to consensus of NT$39.04. Our 2025F EPS 
is NT$42.93, up 9% YoY, versus consensus of NT$41.38. Novatek continues to stand out as 
a leader in the Greater China DDI market, thanks to its diverse product range, secured 
28nm HV capacity, and cost efficiencies. Additionally, we recognize potential for a share 
re-rating, driven by its high-speed interface capabilities. We have raised our target price 
to NT$660, based on 16x 2024-25F average EPS, up from 13x 2024F EPS. Dividend yield, 
based on our revised target price, offers an 5% return, still making it a relatively attractive 
option for dividend-focused investors. Upgrade to Outperform. 

Risks 

Global macro uncertainties; intensified competition in the OLED DDI market; soft high-
speed interface business momentum. 
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