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Event 

According to Trump’s comments on social media, he will impose a 25% tariff on all goods 

from Canada and Mexico, and an additional 10% tariff on imports from China. 

Impact 

Negative impacts of tariffs on server assemblers. Server ODMs account for over 90% of 

global server motherboard production, and over 80% of server assemblies. After tariffs 

were imposed on servers during the 2019 Sino-US trade war, most server ODMs moved 

production from China to Taiwan, Mexico, the US, Thailand, Malaysia and Vietnam. In 

1Q-3Q24, ODMs said that the global server production weighting in China has fallen to 

below 30%. ODMs have production sites in Mexico to meet demand from North America 

(33% of global demand in 1H24), and expanded Southeast Asian production sites to meet 

demand from Asia (8% of global demand in 1H24), and production in China to meet local 

demand (35% in 1H24). Tariff on Mexico will have a negative impact on server 

assemblers. Currently, only Quanta Computer (2382 TT, NT$297, OP) has no server 

production site in Mexico, with the firm’s Mexican factory tooled for EV products. Hon 

Hai Precision’s (2317 TT, NT$202.5, OP) server production is primarily located in 

Wisconsin and Texas, while the Mexico site is dedicated to server, desktop and 

component production, limiting the impact of tariffs to those products.  Inventec (2356 

TT, NT$50.8, N) relies on Mexico quite a lot, with 35-40% of the firm’s server production 

located there, and other sites in China, Taiwan and the Czech Republic.  Production in 

Mexico contributes 10-15% of Inventec’s total sales. Wiwynn (6669 TT, NT$2,115, OP) 

has the most significant production weighting in Mexico, at nearly 70%, with other server 

production in Malaysia and Taiwan. Wistron’s (3231 TT, NT$120, OP), production 

weighting in Mexico is less than 10%, excluding Wiwynn’s facilities, but we think its 

strategy of moving more capacity to Mexico, highlighted at an investor meeting, may be 

adjusted if tariffs are levied on Mexican goods. Overall, uncertainty surrounding tariffs 

will increase after Trump takes office, and server assemblers with a wider global 

footprint, and the flexibility to shift production, will see less of an impact. 

US production sites to be considered. We think several companies have recently 

considered setting up factories in the US to avoid potential tariffs. Despite a lack of clarity 

on the details of tariffs, we think the companies with US production sites, like Hon Hai 

and Quanta, will endure less of an impact from them. Other firms with higher Mexico 

production weightings may switch some production to Southeast Asia. Re-tooling 

production sites will bring higher manufacturing costs, but if costs are passed through to 

end consumers, it will impact overall demand for consumer goods. Under Trump’s 

proposed policies, we expect the ZT (US) factory in New Jersey will be a good target for 

assemblers to switch to US production, after it is sold to AMD (US). 

Stocks for Action 

On tariff uncertainty amid growing AI server demand from US CSPs, we expect Hon Hai 

and Quanta to be the least impacted amongst server ODMs. With GB200 AI servers as 

the next arrow notched, these two plays will be the first benefacaries, with shipments 

ramp-up from late 1Q25F, and will see solid sales and earnings growth in 2025F. 

Risks 

CSPs’ AI server capex plan; AI server GPU supply constraints. 
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