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1Q24 EPS beat; AI up to 50% of 2024F server sales              

0..     Event 

Quanta announced 1Q24 EPS of NT$3.13 (up 17% QoQ and 86% YoY), beating consensus 
and our projection. The firm guides growing NB shipments and server sales growth QoQ 
in 2Q24F, and for 2H24F expects strong server sales growth, with AI contribution up to 
over 50% of server sales, with further increases in 2025F. 

Impact 

1Q24 EPS beat on margins & non-op. 1Q24 EPS of NT$3.13 beat consensus and our 
estimate on stronger-than-expected gross margin of 8.5% (up 0.4ppts QoQ) and operating 
margin of 4.5% (up 0.4ppts QoQ), and better non-operating income. Solid gross and 
operating margins were due to better product mix with increased low-ASP NB shipments 
weighting, favorable forex trends and stable operating expenses. NB sales contribution 
was down to 35% in 1Q24, vs. 43% in 1Q23 and 39-40% in 4Q23, while server and auto 
sales weightings rose, boosting gross margin. Coupled with net interest income of NT$1bn 
and forex gains of NT$1.3bn, 1Q24 EPS beat. 

Server sales to grow after 2Q24F; AI to drive 2H24-2025F server sales. The firm expects 
2Q24F NB shipments to grow by single digits QoQ from 10.5mn units (up 1% QoQ but 
down 2.8% YoY) in 1Q24, while server sales should grow moderately QoQ under 
component supply tightness for AI server. We estimate 2Q24 sales to grow 13% QoQ. 
Quanta sees AI server sales growing substantially in 2H24F to over 50% of server sales, vs. 
less than 20% in 2023 and 20-25% in 1Q24. As NB sales growth will be from a high-ASP 
segment in 2Q24F, along with AI server ramp up, Quanta guides gross margin will come 
down QoQ in 2Q24F. Together with rising R&D expense for upcoming project ramps that 
will lead to higher operating expenses in 2Q24F, we forecast gross margin to come down 
to 8.2% and operating margin to 4.4%, though EPS will be better than we expected. For 
2024F, management is positive on server sales expansion given AI server ramp-up, saying 
AI server in next-generation architectures (Blackwell/ GB) will create higher entry barriers 
and reduced competition with higher order concentration. This is because working capital 
requirements and design capability in system integration will be higher. We think Quanta 
is well prepared for the AI server trend and will capture a meaningful share of this growing 
market. However, gross margin will be diluted when AI server sales expand. We expect 
server sales to surpass NB sales to a weighting of 40-50% in 2024F, vs. around 35% 
(NT$380-400bn) in 2023, and will rise to over 50% in 2025F. In addition, auto sales will 
continue double-digit growth this year with new client and project add-ins, for a sales 
contribution of 5-10% in 2024-25F. We think NB shipments will be flat in 2024F, with AI 
NB initially benefiting more from the commercial market in 2025F. To reflect better 1Q24 
EPS and margin trends, we raise 2024F EPS to NT$13.97 (up 36%), and forecast 2025F EPS 
of NT$18.02 (up 29%). 

Valuation & Action 

We raise our target price from NT$310 to NT$320, on 20x 2024-25F average EPS, and 
maintain our Outperform rating on a bright outlook for AI server and EV sales growth. 

Risks 

Weak NB demand; low AI server margin; weak EV/ auto sales. 
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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 
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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 
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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 
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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 
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