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Earnings recovery in 2H23F, but slower server demand recovery     

  Event 
Management now expects 3Q23F sales to grow by double digits QoQ, stronger than 
previous guidance on better-than-expected VGA and motherboard demand. It guides 
server will be the key sales growth driver in 2024F, with AI server ramp-up likely after 

2Q24F. 
 

Impact 
Better-than-expected motherboard & VGA outlook, but weaker server & IPC sales in 

2H23F. Management now expects sales to grow by double digits QoQ in 3Q23F, ahead of 
our estimate and previous guidance, driven by better motherboard and VGA demand 
recovery. AMD (US) launched mainstream GPU models RX 7700 XT and RX 7800 XT in 
August, and Asrock sees stronger VGA demand in 2H23F. It also guides overall sales to 
grow by single digits QoQ in 4Q23F on continuing growth from motherboard and VGA 
along with server product pull-in (including L6 and L10 products), though server growth 
will slow from previous expectation in 4Q23F due to weak general server demand 
recovery. However, Asrock guides gross margin will be flat or rise slightly QoQ only in 
3Q23F, versus 20.1% in 2Q23. 3Q23F gross margin recovery is below our estimate given 
unfavorable product mix (higher VGA sales weighting) despite no further inventory write-
down which eroded gross margin by 2.7 ppts in 1H23. Product mix will improve in 4Q23F 
with increasing server sales weighting (up from 10-11% in 1H23 to 15-20% in 2H23F), 

leading to stronger gross margin QoQ growth in 4Q23F. For 2023F, management maintains 
a sales growth target of double digits YoY thanks to growth from motherboard and VGA. 

Server sales may fall this year (cut from flat YoY) on weak general server demand recovery 
in 4Q23F, and IPC sales will drop the most among all segments given a sluggish macro 

economy. To reflect a better sales outlook but weaker margins guidance, we cut 3Q23F 
EPS to NT$2.02 (up 56% QoQ and 39% YoY) and 2023F EPS to NT$6.67, down 23% YoY. 

 
Server sales the key driver in 2024F. AI server projects including Nvidia (US) and AMD 
platforms are under development, and management expects AI projects (mostly L10 
products) to kick-off after 2Q24F for existing and new customers. Along with continuing 
sales contribution from general server products (L6, L10), which are starting to ship in 
4Q23F, we expect Asrock’s server sales to grow 65% YoY in 2024F. We also expect IPC sales 
will resume YoY growth in 2024F on an improving macro economy, while motherboard 
and VGA sales will keep growing on new CPU launches and better consumer demand. But 
to reflect delayed general server demand recovery and AI server progress as well as gross 
margin dilution from AI server, we cut 2024F EPS to NT$10.35, up 55% YoY. 
 
Valuation & Action 

We revise down our target price from NT$265 to NT$228, based on 22x 2024F EPS (down 
from 23x on lower earnings forecast and more limited AI server contribution in 2024F). 
Maintain Neutral as the valuation is not attractive versus peers. 
 
Risks 
Delayed shipments of server projects; weak graphics card and motherboard demand. 
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