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Bullish Taiex to persist post-election       

..    
 
 
 
 
  

China unlikely to respond aggressively in response to the election 

Taiwan’s presidential election will be held on January 13. The last opinion polls published 

on January 3 indicated stable support for the Democratic Progressive Party (DPP, or 

‘green camp’) candidate, Lai-Hsiao, ahead of Hou-Jaw of the Kuomintang (KMT, or ‘blue 

camp’) and Ko-Wu of the Taiwan People’s Party (TPP or ‘white camp’). Votes from 

undecided voters will play a significant role in the final result, as support forthe blue and 

green parties is almost evenly matched in some of the last polls. The Economist declared 

Taiwan to be the most dangerous place on Earth (Cover, May 1, 2021 edition), nearly 

three years ago, drawing attention to the cross-strait situation, in which tensions have 

steadily been heightened. As a result, investors around the globe are deeply concerned 

about the presidential election. However, we believe it to be very unlikely that China will 

launch an invasion of Taiwan as a result of the election, no matter which party wins, as 

Taiwan has already experienced three transfers of power between ruling parties. In 2000 

and 2016, the ruling parties turned from blue to green, and in 2008, from green to blue. 

Although cross-strait relations were less harmonious, when the DPP won Taiwan's 

presidency in 2000 and 2016 China did not initiate a war, and only launched military drills 

to threaten Taiwan. Since Lai (DPP) stands for the continuity of cross-strait policies 

pursued by President Tsai, Chinese authorities have no reason to use force. In light of the 

situation created by the Russian invasion of Ukraine, Chinese authorities will have to 

carefully weight the costs and benefits of using force against Taiwan. 

Winning party will ride the AI economic boom post-election 

Taiwan is a hub for the manufacturing of high tech products. During the past three 

transfers of the presidency between parties, the Taiex was not significantly affected after 

the elections, but cyclical changes within the tech stock were a key factor. Examples are 

the NB replacement cycle in 2005-07, the smartphone replacement cycle in 2013-15, the 

China–US trade war in 2016-2018, and the spike in demand for tech products during the 

COVID-19 pandemic in 2020-2021. As the AI frenzy has just begun, AI PC and AI 

smartphone adoption will bear fruit this year or next year. We think that the ruling party 

will be able to ride the AI economic boom after the election. Benefiting from this AI 

frenzy, and a recovery in the manufacturing sector, the profitability of Taiex-listed 

companies will surge by over 20% in 2024-25F. We remain positive that Taiex bullishness 

will continue, and the index will hit 20,000 points in 4Q24F. However, we should also be 

wary of seasonal pullback in 2Q-3Q24F, with a possible low point of 16,600 points. We 

suggest investors buy on dips, if a slump after the election or a pullback emerges. 

Election results will only affect cross-strait & energy policies 

Although long-term tech stock trends will not be affected by the election results, cross-

strait and energy policies will be affected. On cross-strait issues, the DPP aims to build 

national defense, and maintain the status quo in the Taiwan Strait. In terms of energy 

policy, the party aims for a nuclear-free energy grid. The KMT’s cross-Taiwan Strait policy 

is “opposition to Taiwanese independence and the ‘one country, two systems’ political 

formula”, while having no objection to nuclear energy. Maintaining Taiwan’s self-reliance 

and peace is the cross-Taiwan Strait policy for the white camp, while the party also 

believes that Taiwan should not phase out nuclear energy. Therefore, military 

engineering, green energy, and heavy electrical shares will respond bullishly if the DPP 

wins the election. Tourism, the hotel industry and aviation will benefit from a KMT win. 

Valuation & Action 

The winning candidate will be able to ride the AI economic boom after the election, which 

will support stock market bullishness. However, certain sectors will be affected by two 

opposite cross-strait and energy policies from the green and blue parties. Military 

engineering, green energy, and heavy electrical stocks may see a bullish trend if the DPP 

wins the election. Tourism, the hotel industry and aviation will benefit if the KMT wins. 

 

 

 

 
 
 
 
 
 
 
 
 
 
 

 

Strategy  



      

  

9 January 2024  2  

Taiwan  Strategy 

 

 

  



      

  

9 January 2024  3  

Taiwan  Strategy 

 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



      

  

9 January 2024  4  

Taiwan  Strategy 

 

 

 

 

 

 

 

 

 

 

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.  


