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Maintain Buy rating on TUC with an unchanged TP of NT$185,
based on 18x 2024E P/E(in line with the past 10-year average early
upcycle valuation).
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TUC" s 3Q23 results were largely in line with consensus, and we
forecast sequentialgrowth in sales and GM in 4Q23 driven by a greater
contribution from Al. Thecompany targets small volume shipments of

CCL for 800G switches in 1H24, whichis a positive, but we are
concerned about a weaker margin recovery in 2024 givenmore mid-
end Al orders in 2ZH24, and lacklustre mid-low end CCL demand will
mean a slower recovery in its utilisation rate. We cut 2023-25CT EPS by
A4-10%and our TP from NT$142 to NT$133 (based on 18x 24CT PE), but
upgrade fromUnderperform to Outperform due to greater upside
potential.
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4,315
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TUC' s53Q23 GM improvement (+1.9pp q-q. +4.2pp y-¥) reflects the
strength of a morefavorable product mix comprising high-end
material mainly for Al servers, despite only amoderate improvement in
UTR (utilization rate), in our view. We believe TUC couldcontinue to
benefit from Al demand growth, and the tight supply of low-Dk glass
fibercould create more opportunities for it to gain share. In addition,
we expect 800G switch tostart contribution from early 2024, which is
another pasitive factor for TUC' s GM. Weslightly lower TUC’ s sales
forecasts, given the sluggish mid- to low-end demand, but raiseour
GM/ OPM assumptions on improved profitability mainly due to the
better product mixand well-controlled opex. Therefare, our
2023/24/25F earnings are largely unchanged.We maintain Buy, with
the same TP of TWD148, based on 18x 2025F EPS of TWD8.25.The
stock currently trades at 13x 2025F EPS.
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Fear & Greed Index
m What emotion is driving the market now?
Learn more about the index
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