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NB demand beat expectations in 2Q24; smartphones & AI servers to be focus in 3Q24F         

..    
 
 
 
 
  

Event   

Following June sales results, most IT hardware companies’ sales beat our forecasts. We expect 
the main 3Q24F sales drivers to be AI servers and smartphones, with several new models 
launching in the quarter, including foldable smartphones and the iPhone 16 series. 

Impact 

Most IT hardware firms’ 2Q24 sales beat. Among the IT hardware supply chain, most firms’ 
2Q24 sales beat our forecasts and consensus (Figure 1). NB ODMs’ sales arrived largely ahead 
our forecasts on strong NB pull-in demand and solid AI server sales, with improving GPU 
supply. Most ODMs’ 2Q24 sales grew 10-20% QoQ and over 15% YoY, with NB shipment 
growth of 10-15% QoQ, but down 1-2% YoY, which indicates an increase in server sales. 
Thermal plays’ 2Q24 sales also largely beat our forecasts and guidance, with AI server 3D VC, 
cooling fan and liquid cooling sales growth. In addition to rising AI server demand, general 
server demand recovered well in 2Q24, thus causing rail kit producers, CPU socket suppliers, 
and assemblers’ 2Q24 sales to grow 10-30% QoQ and over 15% YoY. PC brands benefited from 
increased NB demand in 2Q24, with double-digit QoQ and YoY sales growth, while 
motherboard and graphics card shipments fell QoQ, due to low seasonality. All in all, hardware 
companies with double-digit YoY growth mostly benefited from server business, while 
companies with higher exposure to NB PC and consumer electronics products suffered from 
sales YoY declines. 

NB shipment growth to be limited in 3Q24F, but accelerate in 4Q24F; AI servers to fuel sales 
growth in 3Q-4Q24F. Taiwan’s top-5 ODMs saw NB shipments grow 7% MoM but fall 7% YoY 
in June, stronger than we had expected, driven by quarter-end pull-in demand. 2Q24 NB 
shipments were up 13% QoQ but fell by 1-2% YoY to 32.4mn units, beating their guidance on 
stronger-than-expected demand. Most NB ODMs guide 3Q24 NB shipments to grow 0-5% 
QoQ, below the historical pattern due to a high 2Q24 base, and because AI PC models will 
likely debut in late-3Q24F. AI PCs with AMD (US) Ryzen AI 300 CPUs will be available in July, 
while models with Intel (US) CPUs will go on sale in September-October. Despite a weak 3Q24F 
outlook, we expect new AI PC models to drive sales in 4Q24F, with stronger demand in 2025F. 
AI server shipments will ramp-up in 2H24F, and fuel related companies’ sales significantly, and 
assemblers’ QoQ and YoY sales growth will be strong in both 3Q24F and 4Q24F. 

Focus on foldable smartphones & iPhone supply chain in 3Q24F. Several brands will launch 
new smartphone models in 3Q24F, including Samsung (KR), Motorola (US), and Huawei (CN). 
Huawei may launch a Nova-series clamshell model in August, and a tri-fold model in 3Q24. 
Hinge suppliers Fositek (6805 TT, NT$767, OP) and Jarllytec (3548 TT, NT$187, NR) both supply 
hinges for Huawei’s clamshell smartphone models, and Fositek is the sole supplier for its tri-
fold model. Fositek will thus be a key beneficiary of the foldable smartphone trend, and server 
rail kit will be another sales driver. In addition, Apple (US) will launch the Gen-AI iPhone 16 
series in late 3Q24F, with key upgrades including the A18 chip, cameras, and batteries. We 
forecast iPhone 16 shipments will grow slightly YoY, to 85-90mn units for the component 
supply chain, and to 90-100mn units for TSMC (2330 TT, NT$1,045, NR) in 2H24F, as an iPhone 
replacement cycle will commence in 2024-25F due to Gen-AI functionality. Key beneficiaries 
will be TSMC, Hon Hai (2317 TT, NT$223.5, OP), Largan Precision (3008 TT, NT$3,110, OP), 
Compeq Manufacturing (2313 TT, NT$86, OP), and Zhen Ding Technology (4958 TT, NT$148.5, 
N). We expect Largan Precision and TSMC to offer positive 2H24F guidance on a robust 
smartphone business outlook at their upcoming analyst meetings on July 11 and 18, 
respectively. 

Stocks for Action 

We suggest investors focus on the smartphone supply chain in 3Q24F, especially foldable 
smartphone hinge plays and Apple suppliers. Our top picks are Fositek, Hon Hai, Largan 
Precision, Compeq Manufacturing, and Zhen Ding Technology. 

Risks 

Weak consumer demand for PCs and smartphones; AI server GPU supply constraints. 
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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.  


