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CSPs raising capex & accelerating adoption of liquid cooling on AI server trend         

..    
 
 
 
 
  

Event   

Meta (US), Google (US), Amazon (US), and Microsoft (US), the top four US CSPs, announced 
stronger-than-expected capex plans for 2024, with AI servers being the major investment 
driver. Intel (US), AMD (US), and Super Micro Computer (US) cited strong AI server demand, 
with some component supply constraints improving, and expects general server demand 
recovery in the coming quarters. Furthermore, Super Micro and Vertiv (US) both highlighted 
liquid cooling demand is accelerating, largely for use in AI servers. 

Impact 

CSPs’ 2024 capex guidance revised up on strong AI server demand. The US hyperscale CSPs 
cited strong capex plans in 1Q24, mainly driven by investment in infrastructure and AI, with 
all revising up full-year capex guidance. During its earnings call, Meta revised up 2024 capex 
guidance from US$30-37bn to US$35-40bn, up 12% YoY at the midpoint, given increasing 
investment in AI. Google also indicated its quarterly capex will remain at a similar level to that 
of 1Q24 for the next three quarters, implying full-year capex will grow over 50% YoY. Microsoft 
guides capex will grow significantly QoQ in 4Q FY24 (FY ends June) on seasonality, and AI 
demand has been higher than available capacity. Amazon guides 1Q24 capex will be the 2024 
trough, and capex will meaningfully increase YoY in 2024 from US$48.1bn in 2023, driven by 
infrastructure to support AWS accelerating growth, including high demand for Gen AI. This 
implies Amazon’s capex will grow over 23% YoY to more than US$59.6bn, versus consensus of 
29% YoY growth to US$62bn. Given all these positives, consensus 2024 capex growth for the 
top four US CSPs has been revised up from 26% to 36% YoY, and will grow a further 9% YoY in 
2025. We think this bright CSP capex outlook will benefit Taiwan’s server supply chain sales 
and earnings growth in 2024-25. 

AMD’s 2Q24 cloud server guidance is more positive than that of Intel, but both expect solid 
growth in 2H24. Intel's 1Q24 data center & AI (DCAI) sales fell 24% QoQ and 18% YoY, in line 
with consensus. The firm guides DCAI sales will arrive flat QoQ in 2Q24, 8% below consensus, 
due to slow seasonality. However, Intel guides DCAI sales will improve in 2H24 on general 
server demand recovery from enterprise and CSP. In addition, management guides AI GPU 
sales of over US$500mn in 2H24 on the ramp-up of Intel Gaudi 3, which will keep increasing 
in 2025. In contrast, AMD’s 1Q24 data center sales beat consensus, up 80% YoY, and shared 
positive guidance for data center business. The firm guides 2Q24 data center sales will grow 
by double-digits QoQ and likely two-fold YoY, driven by MI300 sales growth, which will further 
strengthen in 2H24. Management guides data center sales growth by strong double-digits, 
with AI GPU sales target of US$4.0bn in 2024 (versus previous target of US$3.5bn), and server 
CPU sales growth of double-digits YoY on market share gains. Coupled with the launch of Turin 
CPU in 2H24, it expects data center sales to continue growing in 2025. We think resumption 
of general server demand, which is expected by CPU giants and Super Micro, as well as AI 
server demand growth, will benefit the new CPU platform supply chain, including socket, 
DDR5, and PCIe Gen 5 plays such as Lotes (3533 TT, NT$1,440, OP) and Argosy (3217 TT, 
NT$161.5, NR). Furthermore, both Super Micro Computer and Vertiv highlighted accelerating 
liquid cooling adoption for AI servers, benefiting the thermal supply chain. 

Stocks for Action 

As we think server shipments bottomed in 2023, down 19% YoY, and will grow in 2024-25 on 
general server demand recovery and rising AI server adoption, we maintain our positive 
outlook for the server supply chain and expect decent 2024-25 EPS growth. Despite server 
shipments declining in 2023, total vendor revenue increased 3% YoY, mainly due to a 26% YoY 
rise in ASP, soaring from US$8,971 in 2022 to US$11,334 in 2023, boosted by AI server ramp-
up. In addition, ODM-direct server shipments for CSPs declined 15% YoY in 2023, while 
enterprise shipments dropped 20% YoY. We expect ODM-direct shipments to continue to 
outgrow the server market in 2024-25. We favor firms with higher CSP exposure and product 
content value growth driven by AI servers, namely Quanta Computer (2382 TT, NT$261, OP), 
Wiwynn (6669 TT, NT$2,275, OP), Wistron (3231 TT, NT$114.5, OP), Asia Vita Components 
(3017 TT, NT$656, OP), Auras Technology (3324 TT, NT$821, OP), and Lotes. 

Risks 

Weak demand; AI server overbooking by CSPs. 
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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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All the information contained in this report is not intended for use by persons or entities located in or residing in jurisdictions which restrict the distribution of this information by KGI Asia 

Limited (“KGI”) or an affiliate of KGI. Such information shall not constitute investment advice, or an offer to sell, or an invitation, solicitation or recommendation to subscribe for or invest 

in any securities or investment products or services nor a distribution of information for any such purpose in any jurisdiction. In particular, the information herein is not for distribution and 

does not constitute an offer to sell or the solicitation of any offer to buy any securities in the United States of America, or to or for the benefit of United States persons (being residents of the 

United States of America or partnerships or corporations organised under the laws of the United States of America or any state, territory or possession thereof). All the information contained 

in this report is for general information and reference purpose only without taking into account of any particular investor’s objectives, financial situation or needs. Such information is not 

intended to provide professional advice and should not be relied upon in that regard. 

Some of KGI equity research and earnings estimates are available electronically on www.kgi.com.hk. Please contact your KGI representative for information. The information and opinions 

in this report are those of KGI internal research activity. KGI does not make any representation or warranty, express or implied, as to the fairness, accuracy, completeness or correctness of 

the information and opinions contained in this report. The information and opinions contained in this report are subject to change without any notice. No person accepts any liability 

whatsoever for any loss however arising from any use of this report or its contents. This report is not to be construed as an invitation or offer to buy or sell securities and/or to participate in 
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