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Top Stories

Sector Update | Electronics

o Electronics earnings are expected to improve hoh in 2H26, supported by a strong semiconductor cycle in 2026-
27. For KCE, we see a clear earnings outlook for 2H26-1Q27 due to the successful pass-through of higher costs
to customers. We believe DELTA’s valuation has priced in concerns of a margin squeeze over raw material
shortages, ahead of a 2H26 earnings recovery. We maintain MARKET WEIGHT, with KCE and DELTA as our top
picks.
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Electronics
Despite Persistent Cost Headwinds, 2H26 Earnings Should Improve

Highlights

Electronics earnings are expected to improve hoh in 2H26, supported by the
strong semiconductor cycle in 2026-2027.

For KCE, we see a clear earnings outlook for 2H26-1Q27 due to the
successful pass-through of higher costs to customers.

We believe DELTA’s valuation already priced in concerns of a margin
squeeze over raw material shortages in 2Q26, ahead of a 2H26 earnings
recovery.

We upgrade DELTA to BUY.

We maintain MARKET WEIGHT, with KCE and DELTA as our top picks.

Analysis

The electronics sector faced strong headwinds in 2Q26, especially
DELTA and KCE. The electronics companies under our coverage (DELTA,
KCE, HANA) posted a net profit of Bt6.67b (+37.8% yoy, -29.1% qoq). Sales
came in at Bt74.13b (+40% yoy, +7% qoq). Despite HANA and KCE’s
earnings significantly beating consensus by 68% and 30%, respectively,
softer sector earnings were mainly dragged by DELTA's disappointing 2Q26
earnings which were a 30% miss due to raw material shortages (MOSFETs
and diodes). DELTA contributed 88% of sector sales and 91% of earnings.

DELTA: Earnings are expected to recover in 2H26, in line with DELTA’s
Taiwan outlook. We forecast 2H26 earnings to improve 15% hoh to Bt17.3b
(vs Bt15.2b in 1H26), with gross margin improving to 29.4% (vs 26.8% in
2Q26). we expect earnings to recover in 2H26, driven by: a) 5% of delayed
orders shifting into 2H26; b) a normalisation in product mix from 2Q26; c)
lower rush-order and secondary-market sourcing costs; and d) the absence
of a one-time inventory provision that reduced 2Q26 gross margin by 1.5ppts.
In addition, DELTA is currently trading below its 2021-24 average forward PE
of 73x, a period before DELTA gained data centre exposure, making the
current valuation attractive as a trading opportunity.

KCE: Higher PCB prices support earnings visibility over the next three
quarters. KCE’s earnings are expected to be the strongest among
electronics peers especially in terms of qoq growth in 3Q26, supported by
two rounds of PCB price increases in 2H26 and a strong volume outlook from
market share gains in 2H26-2027. We forecast KCE’'s 2H26 earnings to
improve 112% hoh to Bt1.08b (from Bt0.51b), driven by strong PCB volume
growth of around 9% qoq in 3Q26 and higher average selling prices (ASP),
with the first 9-10% price increase starting in 3Q26 and a second 9-10%
increase in 4Q26-2027. In addition, KCE should be able to mitigate some
cost headwinds relative to peers, supported by internal laminate sourcing
from Thai Laminate Manufacturer Co. (TLM), which supplies 70% of KCE’s
laminate needs.

Peer Comparison

Nap

Analyst(s)

Kitpon Praipaisarnkit
kitpon@uobkh.co.th
+662 659 8154

Assistant Analyst(s)
Sirithat Prasertwuti

MARKET WEIGHT
(Maintained)

Segmental Rating

Segment Rating
Electronics MARKET WEIGHT (Maintained)
Source: Bloomberg, UOB Kay Hian

Sector Picks

Company Ticker Rec Share Price Target Price

(BY) (Bt)

DELTA  DELTATB BUY  246.0 300.0
KCE KCETB  BUY 57.0 65.0
HANA HANATB BUY  46.75 54.0

Source: Bloomberg, UOB Kay Hian

Electronics Sector Sales Outlook
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Electronics Sector Margin Outlook
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Price Target Upside Last PE Yield ROE Market
Company Rec* 28 Aug 26 Price To TP Year 2025 2026F 2027F 2025F 2025F Cap.

(BY) (BY) (%) End (x) (x) (x) (%) (%) (S$m)
DELTATB BUY (Upgraded) 246.0 300.00 21.95 12125 87.0 94.3 69.6 0.4 30.0 92,538
KCE TB BUY 57.0 65.00 14.04 12/25 25.8 42.3 33.2 2.1 1.9 2,031
HANATB BUY 46.75 54.00 15.50 12/25 215 375 23.9 2.1 4.2 1,248

Source: Bloomberg, UOB Kay Hian
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e HANA on the recovery path in 2H26. We believe Power Master Electronics Sector Sales And Margin
Semiconductor Co. (PMS) losses will continue to narrow in 2H26, as  (Quarter)
management views the strong sales achieved in 2Q26 as a new baseline.
We forecast HANA 2H26 core profit will contribute 70% of our 2026 forecast &% o
or Bt300m-320m/quarter in 2H26 (vs -Bt11m in 1Q26, 278m in 2Q26, or
134% hoh in 2H26). We expect core earnings to remain on a recovery path
in 2H26-2027 due to the positive outlook for PMS in 2H26 and Al-related 60,000
projects beginning mass production in 3Q26, while a more meaningful 40,000
contribution from Al-exposed assembly is expected in 2027. We remain 20,000
positive on HANA’s 2027 earnings outlook, with a three-year earnings CAGR
of 37%, supported by its shift from legacy assembly toward the Al supply
chain.
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¢ Looking ahead into 2H26, earnings should improve. Strong data centre = KCE sales - LHS == Sector revenua growth qoq

demand during the current buildout phase has led to raw material shortages ;‘:: ‘;gj’
and longer equipment lead times. Even so, we expect the electronics sector’'s s0% 0%
earnings to recover in 2H26 and contribute 56% of our full-year forecast. For 25% 25%
DELTA, higher sourcing costs from the secondary market reduced gross - o
margin by around 0.5ppt and delayed some orders, but the impact should 1% 1%
ease in 3Q26. Our view is in line with Delta Taiwan’s guidance, which expects 5% 5%
both sales and margins to recover in 2H26. Management also said supply R T T T T T
issues from Yangzhou Yangjie Electronic Technology, a supplier of SHESEREIRNAVINE ISRy

MOSFETs and diodes, started to improve by mid-3Q26 after EU sanctions in TN GPI (4 RUS  —KOE G (3 RS

2Q26. For KCE, although most of its PCB business serves the automotive ;. 408 kay Hian

market, the company should still benefit indirectly from strong Al demand.

Some fibreglass suppliers have shifted capacity to Al-related products, Peers Comparison (Bloomberg
causing tighter supply for traditional non-Al PCBs. Most PCB raw material  Estimate)

costs have risen consecutively since early-26 (30-40% of cost increase in  ——— - —
1H26 and further increase in 3Q26), but KCE absorbed 50% of raw material

DELTA regional peers

costs in 1H26 before passing through the higher costs to customers. For = samasmoncne w2 oms ms omi s om0 M1 %

23017T  LITE-ON TECHNOLOGY CORP. 320 255 192 66 107 142 229 25

HANA, 2H26 earnings should remain stable and continue to recover. We  Gaf Sacowrame 0@ 53 0 ™ 5 = o= oo™

VRTUS  VERTIV HOLDINGS CO-A 604 409 301 35 67 91 363 38

expect Al-related assembly projects to support earnings from 2027 onward. oo L7 20 @y w0 s s we %

SUFP  SCHNEIDER ELECTRICSE 48 291 25 74 102 121 41 4

We remain positive on HANA’s 2027-28 outlook as its traditional Electronics = wesmammison

NVDAUS  NVIDIA CORP 3BS 204 169 a9 90 130 711 74

Manufacturing Services (EMS) business moves into the AI Supply Chain and 2330TT  TAIWANSEMICONDUCTORMANUFA  27.2 220 168 663 1070 1403 599 66

23827 QUANTA COMPUTER INC 144 124 103 195 267 320 70 4

tarts t in Al BUT KONMMPRCSONNOUSTRY el 133 dos 16 14 32 61 s
starts to gain Al exposure. Somomowomomon o
. . KCE PCB and automotive peers
Val uatlon/Recommendatlon KCETB  KCE ELECTRONICS PUB CO LTD 708 488 340 07 11 16 189 21
695817 CMKCORP 134 276 196 565 260 365 149

e DELTA: Upgrade to BUY with an unchanged target price of Bt300.0. Our &« wadacmowss 52 s 15 62 a1 a6 o
target price is based on 84x 2027F PE, implying nearly +1.6SD above itS 22 curonocoisssmn w0 96 s wn s w5 us
five-year mean or a 15% premium to the 2021-2024 average forward PE of ' o

KCE customer and their peers (tier 1 customer]

73x. Previously, we expected DELTA’'s near-term valuation to remain =" W™ S
pressured by a lower margin profile due to raw material shortage and higher = wozer #meonaswense 3
royalty fee. e wamcoscovesre. 7m0 s w3 0s 10 16 s

CCETTB  CAL-COMP ELECTRONICS THAILAN 29 35 283 02 03 03 51 s
SMTTB  STARS MICROELECTRONICS THAI (©1) 36

e However, currently, we see a trading opportunity as current valuation iS s

trading at around 70x forward PE or a 5% discount to its 2021-24 average = o nowo - R B

forward PE which is before it received data centre exposure. Currently, — o&" clowwo . &5 W v oo o owmow

DELTA'’s exposure to data centres is approaching 55-60%. ' ' o
o KCE: Maintain BUY with a higher target price of Bt65.00 as we see clear

earnings visibility in the next three quarters. Our higher target price is  Source: UOB Kay Hian

based on 38.0 2027F PE, near +1.25SD above its five-year mean (from

1.0SD). We like KCE’s strong 2H26 earnings outlook, supported by clear ~WTST’s Global Semiconductor

earnings visibility as KCE is able to pass through higher PCB prices to  Forecast

customers in 3Q26 and 4Q26-2027.

e We are less bullish on KCE’s valuation above +1.5SD, or above Bt70/share,
which we view as expensive. Such a valuation was last justified during the
2019-22 earnings upcycle, when KCE delivered a three-year earnings CAGR
of 35%. We currently forecast a three-year earnings CAGR of 31% in 2025-
28, but with a lower operating margin due to raw material shortages.

o HANA: Maintain BUY with a target price of Bt54.00, as it is on the
recovery path in 2H26. Our target price is based on 36x 2027F PE (near

; : H H H f Source: UOB Kay Hian, World Semiconductor Trade Statistics
+ - m m + -
1.25SD above its five-year mean), implying 1.8x P/B (+0.5SD above its five (WSTS) (dure forecash)

HANA demand indicator
TXNUS  TEXAS INSTRUMENTS INC an2 326 269 55 83 1013 570 60!
NXPIUS  NXP SEMICONDUCTORS NV 194 151 125 80 151 1822 547 S8

Global semiconductor market (billion USS) ==rea
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year mean). While the near-term outlook may be less exciting than in the
previous two quarters, as the latest analyst meeting mainly provided updates
confirming that existing Al-related projects remain on track rather than
introducing new projects. Currently, HANA is under a cash balance measure
(level 1) from 24 Aug 26 to 11 Sep 26.

e We remain positive on HANA'’s longer-term outlook as its assembly business
continues to shift toward the Al supply chain, while management expects
additional customers for its solid-state cooling project in the future. Together
with the continued semiconductor upcycle and improving PMS business, we
expect earnings to remain on a strong growth trajectory in 2026-28, with a
three-year CAGR of 37% over 2025-28.

Sector Catalyst/Risk
e Stronger-than-expected sales and margin in 2H26-2027.

Earnings revision

o We revised up KCE’s 2027-28 earnings forecast by 5-7%, reflecting our more
positive outlook on a better product mix from Advanced Driver Assistance
Systems (ADAS) for EVs. Our view is supported by favorable European and
U.S. PMIs above 50 points.

o We fine-tuned HANA'’s 2026 earnings forecast up by 3%.
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IMPORTANT NOTICE - DISCLOSURES AND DISCLAIMERS

This report is provided subject to various disclosures and disclaimers (the "Disclosures / Disclaimers") which form an integral part of this report and are
available at this link or by scanning the QR code below:

The Disclosures / Disclaimers contain important information, including without limitation, (a) exclusions of liability, (b) confidentiality obligations, (c) restrictions
on publication, circulation, reproduction, distribution and use of the report, (d) potential conflicts of interest, and (e) disclosures and requirements specific to
recipients in the United States and other applicable jurisdictions.

Specifically, this report is intended for general circulation and informational purposes only and does not take into account the specific investment objectives,
financial situation, or particular needs of any individual person. It is not intended to constitute personal investment advice or a recommendation to buy or sell
any investment product or security. You should independently evaluate the information and, where necessary, seek advice from a qualified financial adviser
regarding the suitability of any investment, taking into account your specific objectives, financial situation and needs, before making any investment decision.
Analyst certifications required under applicable regulations, including SEC Regulation AC (where relevant), are included in this report.

Recipients of this report must carefully read, review and understand the full Disclosures / Disclaimers before using or relying on any information in this report.
By accessing, receiving or using this report, you acknowledge and confirm that you have read, understood, accepted and agreed to be bound by the
Disclosures / Disclaimers (as may be amended or updated from time to time) in full."
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