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Event   

Share our views on cloud and edge AI market trends in 2024-25F. 

Impact 

Valuations for AI supply chain hinge on higher sales exposure from CSPs & growing ASP. 
Share prices for edge AI plays witnessed a strong rebound in December 2023, and cloud AI 
plays surged in January 2024. However, only Nvidia (US), TSMC (2330 TT, NT$689, OP), Super 
Micro Computer (US) saw their sales and earnings beat consensus, while most related plays 
have seen very limited sales upside from AI business due to GPU supply constraints. Though 
TSMC’s CoWoS capacity ramped up in 4Q23, to 15-16 thousand wafers per month (kwpm) 
from 12kwpm in 3Q23, lead-time longer of around 4-5 months than other IT products will 
cause hardware component and assembly makers to see their AI server sales pickup after 
2Q24F. We expect a gradual relief of GPU supply tightness, compared to 2023, will benefit the 
AI server supply chain. Although valuations for our top picks all increased to their mid-high 
PER range compared to their respective historical bands, they still trade at 0.3-0.8x of PEG 
(PE/EPS growth) in 2024-25F. Therefore, we expect share prices to trend up further when sales 
and earnings grow in 2H24-2025F. The firms with higher CSP client sales and with significant 
content value increases for AI servers, like thermal and rail kit plays, will enjoy higher 
valuations. 

CSP capex to support AI server demand, amid Nvidia’s solid GPU sales guidance. During 
recent earnings calls with the top US CSP firms, higher capex guidance for server and AI server 
infrastructure was given. Meta (US) lifted its 2024F capex range to US$30-37bn, with the mid-
point up 19% YoY, to reflect AI capacity demand. Meta’s capex growth will be also driven by 
non-AI hardware and data center investment. Microsoft (US) expects its capex will accelerate 
in the coming quarters. AWS (US) and Google (US) both guided capex growth in 2024F, with 
capacity additions for regional AI infrastructure, mainly in servers and data centers. Consensus 
for the top-four US CSPs capex are revised up from 16% to 24% YoY growth in 2024F, vs. a 2% 
decline in 2023. Coupled with Super Micro and Nvidia’s positive tone on the AI server trend, 
the uptrend on consensus for 2024F sales, and new AI applications emerging, such as Sora, 
has led few investors to regard the AI trend as a bubble. We forecast training AI shipments to 
grow from 191k units in 2023F to 572k units in 2024F, while Nvidia (US) and AMD (US) will 
account for over 80% of training AI server GPU demand. The AI server weighting of global 
server shipments will rise from 5% in 2023F to 14% in 2024F. 2025F will see the AI server 
uptrend continue, on new GPU debuts from Nvidia and AMD, and from in-house ASIC design 
for growing training and inference AI demand. Although some investors have concerns about 
general server outlays being cannibalized by AI server capex budgets in 2024F, we expect this 
will bottom out on a low server shipments base in 2023, which saw a 17-18% YoY fall. We also 
expect new server platforms, such as Eagle Stream and Genoa, will meet AI demands, with 
penetration up to 50% by 4Q24F. 

Edge AI will see more model launches in 2H24F, boosting NB & smartphone sales. We expect 
cloud AI sales and earnings to contribute more from late 2Q24F, and grow significantly in 
2H24-2025F, but we anticipate AI NB and smartphone will ramp up later, in late 4Q24-2025F. 
There will not be many AI NB models seen in the market until 2H24F capable of over 40 trillion 
operations per second (TOPS). Moreover, we expect AI PCs will drive a replacement cycle, and 
long-term growth for the PC industry, in 2025-26F alongside the launch of Windows 12. We 
are positive on Asustek’s (2357 TT, NT$457, OP) earnings growth this year. AI smartphones, 
with seamless hardware and software integration, and efficient execution of Gen AI-driven 
features and applications, may just kick off from 2H24F. Before this, foldable smartphones 
should see more decent growth in 2024-25F despite still being in niche market. 

Stocks for Action 

Our recommended stocks include ODMs Wiwynn (6669 TT, NT$2,500, OP), Wistron (3231 TT, 
NT$118, OP) and Quanta Computer (2382 TT, NT$237, OP), and component makers Asia Vital 
Components (AVC; 3017 TT, NT$539, OP), Auras Technology (3324 TT, NT$559, OP), King Slide 
Works (2059 TT, NT$1,375, OP), and Lotes (3533 TT, NT$1,125, OP). We think any correction 
if 4Q23-1Q24 earnings results miss will provide a good entry opportunity. 

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. 

 

Disclaimer 
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 
any investment activity. This report is being supplied solely for informational purposes and may not be redistributed, reproduced or published (in whole or in part) by any means for any 
purpose without the prior written consent of KGI. Members of the KGI group and their affiliates may provide services to any companies and affiliates of such companies mentioned herein. 
Members of the KGI group, their affiliates and their directors, officers and employees may from time to time have a position in any securities mentioned herein.  


