
COMPANY UPDATE   

Power management ‧ Taiwan 

 

6 May 2024  1   

Secular trends well on track           

..     Event 

Delta reported 1Q24 EPS of NT$2.22, down 36% QoQ and 17% YoY. 

Impact 

1Q24 EPS below consensus by 14%. 1Q24 revenue of NT$91.3bn was down 9% QoQ and 
2% YoY. AI server power revenue rose over 200% YoY to account for 5% of 1Q24 revenue, 
whereas mobility (EV components) revenue was NT$10.5bn, down 4% QoQ but up 18% 
YoY, for a 12% weighting. Gross margin held up well QoQ at 29.5% on a favorable product 
mix, but operating margin dipped 2.3ppts QoQ to 8.1%, on lower scale, missing consensus 
by 0.9ppts, for operating income of NT$7.39bn, down 28% QoQ. Power electronics made 
up 51% of revenue in 1Q24 but represented 98% of operating income, reflecting Delta’s 
struggling automation and infrastructure businesses. 

AI server power, passive components & EV 2024F growth catalysts. Delta expects 
multiple project wins this year, especially for DC-DC module, to boost AI server power 
revenue to more than double in 2024F. Management reiterates a 20-30% growth target 
for mobility sales this year, outgrowing the overall EV market on new model deliveries, 
whereas new auto projects will drive 20%-plus revenue growth for the passive 
components business, with auto-related passive components representing 3% of 
consolidated revenue in 1Q24. Businesses such as automation and infrastructure, on the 
other hand, will remain lukewarm. For liquid cooling, the firm targets revenue contribution 
to reach 1% in 2025F. We fine-tune 2024F revenue growth to 7%, with server power and 
mobility revenue up 19% and 23%, respectively. We expect revenue growth to accelerate 
to 10% in 2025F. 

Gross margin uptrend in 2024F. Management attributes the positive gross margin outlook 
to a favorable product mix and no further major inventory write-offs, while guiding 15% 
opex growth in 2024F. We raise 2024F gross margin to 30.3%, up 1.1ppts YoY, but trim 
operating margin to 10.4%, for operating income growth of 9%. Our revised 2024-25F EPS 
of NT$13.00 and NT$15.29 are up 1% and 18% YoY, respectively. We estimate 2Q24F 
revenue of NT$105.2bn, up 15% QoQ and 5% YoY, for gross margin of 30.2% and EPS of 
NT$3.13. 

Valuation & Action 

We raise our 12M target price to NT$352, based on 23x 2025F EPS, vs. a historical PE band 
of 15-27x. We upgrade Delta to Outperform, as we like its dedication to secular trends like 
AI, EV and energy transition, and see accelerating YoY revenue growth in coming quarters 
adding to share price momentum. 

Risks 

Macro headwinds weigh on revenue and operating margin. 
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