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2H23F earnings to beat; positive 2024F outlook intact        

     Event 

2H23F sales guidance is stronger than we expected as a result of higher gross margin given 
growing server and graphics card thermal sales. 
Impact 

3Q23F sales to beat consensus. July and August sales rose MoM, and we expect 
September sales to grow MoM. Therefore, we now expect 3Q23F sales to beat our 
previous estimate and consensus of 18% QoQ. We revise up our 3Q23 sales growth 
forecast to 34% QoQ and 4% YoY to reflect better-than-expected server and graphics card/ 

motherboard sales, triggered by cold plate shipments ramp for liquid cooling in AI server. 
We have learned that while general-purpose server demand is still soft, AI server demand 
keeps growing on H100 GPU supply improvement recently. Graphics card demand from 

the supply chain has also seen recovery in 3Q23, which may last up to early 4Q23F. Thus, 
the sales weighting of graphics card and server will each rise to around 25% in 3Q23F, vs. 

21% and 23%, respectively, in 2Q23. On a better product mix, with more sales contribution 
from liquid cooling and new platforms, and a favorable NT dollar trend, gross margin 
should improve QoQ to 22.5% in 3Q23F. Higher sales will further benefit operating margin 
in 3Q-4Q23F. We thus revise up 2H23F sales and EPS, and our 2023 EPS forecast is raised 
to NT$13.61, down 7% YoY, along with a projection of a sales decline of 7% and operating 
profit growth of 9% YoY. 
ASP & gross margin to benefit from AI server. Auras started cold plate shipments in 2Q23 
at small volume for AI server projects (liquid cooling), and will double such shipments in 
3Q23F for one US client. We expect the much higher ASP of cold plate (US$200-250 per 
GPU) vs. 3D VC (US$70-80) to boost sales by 6-7% in 3Q23F. The firm expects more liquid 
cooling projects and sales contribution in 2024F, while more cooling distribution units 

(CDU) will be produced in-house, which will further expand ASP and also benefit gross 
margin. Aside from AI server, we are also positive on 2024F sales growth g iven regular 
server demand resumption for new CPU platforms. Therefore, we estimate Auras’ server 

sales weighting will expand to 31% in 2024F from 24% in 2023F, and that a better gross 
margin for server (above 25%) should boost overall margin. We think growing thermal 

design power (TDP) IT devices will boost thermal upgrade to VC, 3D-VC, and liquid cooling 
adoption, and that ASP and gross margin uptrend of these solutions will benefit gross 
margin in 2023-25F. With the gross margin uptrend intact but with a lower operating 
expenses ratio, we slightly raise our 2024 EPS forecast to NT$18.42, up 35% YoY. 
Valuation & Action 

We maintain Outperform on stronger 2H23F earnings, and a better 2024F EPS outlook. 
Our target price is raised from NT$390 to NT$400 (20x average 2024-25F fully-diluted EPS). 
Risks 

Material price hikes; weak 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. 
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