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Limited growth prospects for 2025F EPS              

 Event 

Novatek will announce 3Q24 results on October 31 and hold its 3Q24 earnings call on 
November 6. 

Impact 

3Q24 revenue in line; gross margin likely to decline on weaker product mix. 3Q24 
revenue grew 10.4% QoQ but declined 3.7% YoY to NT$27.9bn, arriving at the mid-
point of guidance and roughly aligning with our forecast. Revenue from LDDI and SoC 
fell slightly QoQ, while SMDDI revenue increased, suggesting strong OLED DDI orders 
from a US smartphone brand. We expect gross margin to decline 1.3ppts QoQ and 
2.5ppts YoY to 39.8% due to a weaker product mix and ASP erosion in 3Q24F (QoQ 
declines in SoC and NRE revenue), likely reaching the upper end of the company’s 
guidance. 

We estimate 4Q24F revenue will decline 7.6% QoQ; gross margin supported by NRE 
revenue. Considering the tepid recovery in demand for non-AI applications and slow 
season in 4Q24F, we estimate revenue will decline 7.6% QoQ and 5.2% YoY to 
NT$25.7bn. We forecast gross margin at 39.9%, a QoQ increase of 0.1ppts but a YoY 
decline of 1.6ppts, supported by an increase in NRE revenue. Overall, the 4Q24F 
outlook is weaker than previously expected. 

Limited revenue growth in 2025F. While consumer electronics shipments are 
expected to recover steadily in 2025F and OLED panel penetration in smartphone and 
NB/ IT applications is likely to increase, we predict: (1) intensifying competition and 
ASP pressure in the Greater China region; (2) limited revenue and earnings upside due 
to the China localization trend; and (3) limited OLED DDI upgrades in the next-
generation smartphone of a US brand, with Novatek unlikely to benefit from the 
1H25F new model release. We believe Novatek will see limited revenue growth in 
2025F, with downside risk to gross margin. 

Valuation & Action 

We revise down our 2024-25 EPS estimates by 4.0% and 4.8% to NT$33.84 (YoY 
decline of 11.7%) and NT$34.66 (YoY increase of 2.4%), respectively, based on: (1) 
3Q24 revenue; (2) a weaker-than-expected 4Q24F outlook; and (3) potential 
downside risk to gross margin. Shares are currently trading at 15x 2024-25F EPS. While 
we are positive on Novatek’s leading position in the Greater China DDI market, we 
view the current valuation as largely fair. We lower our target price to NT$485, based 
on an unchanged multiple of 14x 2025F EPS. Maintain Neutral. 

Risks 

Global macro uncertainties; less competition in the OLED DDI market. 
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