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Liquid cooling server sales to boost margins & EPS            

 Event 

Auras Technology reported much higher 2Q24 sales QoQ, on stronger liquid cooling sales. 2Q24 
gross and operating margin are very likely to beat our forecast. We expect lower 3Q24F sales 
QoQ, on liquid cooling component constraints, but 4Q24-2025F liquid cooling sales will 
rebound, and fuel overall sales and EPS growth. 

Impact 

2Q24 EPS will be a strong beat on margins improvement. The firm registered 2Q24 sales 
growth of 36% QoQ, much higher than guidance, of 10% QoQ growth, or consensus. The server 
sales weighting rose to 46% in 2Q24, with sales growth of 150% QoQ and 230% YoY, thanks to 
better-than-expected liquid cooling sales, mainly of cold plate module sales to Supermicro (US). 
The firm’s liquid cooling sales weighting surged to 20% of total sales in 2Q24, up from 2% in 
1Q24 and 2023. Given the high gross margin on liquid cooling products, we expect a better 
product mix should result in a 2Q24 gross margin expansion of 3-4ppts QoQ, to 28.3%. Coupled 
with a lower operating expenses ratio, near 12%, we revise up 2Q24F EPS to NT$6.49, up 44% 
QoQ and 134% YoY. 2Q24 financial results will be released on August 8-9. 

3Q24F server sales to slow on component constraints until 4Q24-2025F. The firm guides 3Q24 
server sales to decline QoQ, due to liquid cooling component constraints, mainly for universal 
quick disconnectors (UQD). GPU and gaming sales will fall QoQ, given inventory control before 
the new RTX-50 series GPU launches in 4Q24-1Q25F. 3Q24F notebook, desktop and 
smartphone sales will increase QoQ, on positive seasonality. However, the firm’s product mix 
will be unfavorable in 3Q24F, and we expect 3Q24F sales, margins and EPS to trend down QoQ. 
With higher liquid cooling demand and new products like AI PCs, RTX-50 GPUs in 4Q24-1Q25F, 
as well as a capacity expansion for cold plates, coolant distribution units (CDU) and manifolds 
in Thailand to 300-330k/month, 2-3k/month and 2-3k/month, respectively, we expect 4Q24F 
sales to grow by 10-15% QoQ. We expect 2024F sales to grow by 28% YoY, and 2025F sales 
growth of 35% YoY. We forecast Auras’ server sales weighting will expand to 41% in 2024F and 
51% in 2025F, prompting margins and EPS growth. Currently, the firm’s main liquid cooling 
clients are Supermicro and Lenovo (CN), while it may ship liquid cooling products to Dell (US), 
Meta (US) and other US CSPs in 2025F. We think Auras’ liquid cooling sales weighting will 
surpass a target of 5-10% for 2024F, and rise to over 20% in 2025F. Gross margin expansion will 
continue in 2025F, and we raise our forecast to 27% in 2024F and 28.5% in 2025F. With several 
new products expected to roll out in 2025F, higher overall sales will improve operating margin 
to 14.5% in 2024F and 17.4% in 2025F. We revise up 2024F EPS to NT$22.68, up 59% YoY, and 
2025F EPS to NT$34.19, up 51% YoY. A recent convertible bond issuance of NT$1.5bn will result 
in minimal EPS dilution of 2-2.1%. 

Valuation & Action 

We maintain Outperform, on solid 2024-25F gross margin and EPS growth, and maintain our 
target price of NT$920, on 28x 2025F fully diluted EPS of NT$32.87. 

Risks 

Material price hikes; weak NB, graphics card or server demand. 
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