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1Q25 EPS beat; toned-down 2025F sales growth guidance        

   Event 

Hon Hai Precision reported 1Q25 EPS of NT$3.03, beating consensus and our forecast. 
2Q25F sales guidance is positive, albeit with sales growth toned down to 4-14% YoY to 
reflect a stronger NT dollar against the US dollar, with AI as the main focus intact. 

Impact 

1Q25 EPS beat. 1Q25 EPS grew 91% YoY but decreased 9% QoQ to NT$3.03, beating our 
forecast and consensus on higher-than-expected gross margin and non-op income. 
Computing and smart consumer (iPhone) sales beat guidance given early pull-in. Gross 
margin was flat QoQ but down YoY to 6.1%, beating our estimate on a favorable product 
mix (cloud server sales weighting up to 34%, and smart consumer down to 40%), while 
operating margin grew YoY to 2.8%, also higher than expected on a lower operating 
expense ratio. Combined with net non-operating income of NT$12.6bn, thanks to 
NT$3.2bn investment income from Sharp (JP) and other gains on evaluation of financial 
assets, 1Q25 EPS beat, arriving at N$3.03. 

Decent 2Q25F sales outlook; 2025F sales growth guidance toned down. Hon Hai guides 
2Q25F sales to grow 4-14% QoQ, and we now expect 7-8% QoQ growth, lower than 
consensus and our previous projection. Cloud server will remain the key driver, with YoY 
and QoQ sales growth of over 15%, thanks to GB200 AI server ramp-up after several 
bottlenecks were resolved. It guides AI server sales will more than double QoQ and YoY in 
2Q25F to comprise 50% of cloud server sales, after over 50% YoY growth in 1Q25, implying 
yield rate improvement. On a strong NT dollar, 2025F sales growth guidance is toned down 
to 4-14% YoY, while cloud server will maintain growth of over 15%. The firm estimates 
NT$1 dollar appreciation will erode sales by 3% and gross margin by 0.1ppt. Demand 
remains robust, spanning general server, AI server in HGX, GB200/ 300 and even ASIC, and 
the firm will see more L10 sales contribution from ASIC projects in the future. With AI 
server sales to double in 2025F, we expect the cloud server sales weighting to rise to 
around 40% this year. For the tariff impact, Hon Hai’s diversified plant strategy (24 
countries, with 154 sites in the Asia main base, 54 in the Americas, 12 in the EU and 12 in 
India) furnishes its competitiveness with strong production flexibility. Currently, cloud 
servers produced in Mexico have zero tariff impact, while smart consumer (iPhone) and 
NB are under tariff exemption in India and Vietnam, though tariffs are 20% in China, some 
smartphone components produced in other countries have lower tariffs, offsetting the 
impact. With better 1Q25 earnings but a lower 2H25F earnings expectation, we slightly 
raise our 2025F EPS to NT$12.85 (up 17%).  

Valuation & Action 

We maintain Outperform, but raise our target price to NT$205, on 16x 2025F EPS. 

Risks 

Slow EV orders; weakening global demand; NT dollar appreciation; tariff impact. 
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