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Strong earnings growth in 2025F              

 Event 

We resume coverage of WPG Holdings (WPG). With the firm’s distribution business growing 
steadily, the firm is now committed to developing smart warehousing and digital 
transformation services in a bid to boost profitability. We believe the firm’s interest costs will 
be reduced during the upcoming US Fed rate cut cycle, which will boost earnings. 

Impact 

Distribution business growing steadily. Gartner estimates sales of semiconductors via 
distributors will post a 2023-28 CAGR of 13.3%, outstripping that of 7.5% via direct sales, as: (1) 
the semiconductor industry is still growing, with the number of clients rising; and (2) 
distributors are capable of managing inventories and can provide field application engineering 
(FAE) resources and other value-added services. As a semiconductor distributor, WPG has 12% 
global market share, the second highest among its peers. By leveraging long-term partnerships 
with clients and exceptional FAE resources, we believe WPG’s distribution business will grow in 
tandem with the semiconductor industry. 

Transforming into supply chain service provider to boost blended gross margin. WPG has 
been aggressively transforming into a provider of supply chain services, including subscription-
based logistics as a service (LaaS) for smart warehousing, which management estimates will 
contribute sales and improve gross margin from 2025. We forecast gross margin of the 
distribution business will hover around 3.7% in 2025, and contributions from smart 
warehousing services will lift blended gross margin by 0.4ppt YoY to 4.0%, before rising to over 
4.0% in 2026. 

Rate cuts to ease interest costs, driving substantial earnings growth. We believe US Fed 
interest rate cuts will help reduce financial costs for WPG, which we estimate will erode 
operating profit by a respective 54% and 34% in 2024-25, down from 64% in 2023. This will 
result in respective 2024-25F earnings growth of 41.2% and 60.9% YoY to NT$7.81bn and 
NT$12.57bn, for EPS of NT$4.41 and NT$7.25, excluding one-off investment disposal gains. 

Valuation & Action 

We resume coverage of WPG Holdings with Outperform and a target price of NT$87.0, based 
on 12x 2025F EPS of NT$7.25, which is one standard deviation above the five-year historic 
average PE. We believe the supply chain service business and reduced financial costs will boost 
earnings considerably. The counter offers attractive dividend yield of 4.64%. 

Risks 

Weaker-than-expected semiconductor demand. 
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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 
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