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Defying expectations with record-high 1Q26 margins          

..     Event 

Delta Electronics reported record-high 1Q26 gross margin of 37.0%, beating consensus by 
1-2ppts despite elevated expectations before results were announced, leading to 
operating margin of 17.8%, also a historic high. Management attributes the stellar margins 
to a favorable sales mix and economies of scale, while the gross margin benefit from one-
off EV client compensation (+0.7ppts impact) was offset by inventory write-offs (-0.8ppts). 
1Q26 EPS of NT$7.91 was 8% ahead of consensus. 

Impact 

HVDC adoption starting from 2H26F. Delta says the adoption of HVDC in Nvidia’s (US) 
VR200 platform is likely optional, and expects initial HVDC power rack shipments in 2H26F, 
starting with ±400V DC shipments, then followed by 800V DC shipments. We foresee the 
transition to HVDC architecture to be inevitable for VR300 racks, as thermal design power 
(TDP) will surge to over 1MW, with the rollout of Kyber rack designs, which could increase 
the adoption of battery backup units (BBU) at the same time. 

Capex upcycle to support long-term growth. Delta reiterates a YoY rise in the 2026F capex 
budget from NT$46.1bn in 2025, from which spending on production equipment will rise 
by 8-10% YoY from NT$27.8bn last year. Management is forming capacity expansion plans 
worldwide to fulfill robust client demand in 2029F and beyond, especially for AI 
applications, and could announce plans to expand to new locations in the next few 
months. Current production sites include China (45% of capacity), Thailand (30%), Taiwan 
(10-15%), US, Slovakia, and others. A new Guanyin plant is under construction, which will 
mainly manufacture solid oxide fuel cells (SOFC), with initial production scheduled for 
2028F. 

We revise up 2026-28F EPS by 16%, 21% and 23%, respectively. We expect operating 
margin to eclipse 20% from 2Q26F on, as sales of high-margin AI-related offerings rise, 
while boosting operating leverage. We project a data center revenue weighting of 62%, 
73%, and 80% in 2026-28F, respectively, up from 46% in 2025, boosted by a revenue CAGR 
of 88% from server power supplies in 2025-28F, for 2026-28F gross margins of 39.0%, 
40.5% and 40.1%. We lift 2Q26F revenue growth to 21% QoQ, for gross margin of 39.1%. 
We expect revenue upside in the coming quarters on price adjustments. 

Valuation & Action 

We maintain Outperform and raise our 12M target price to NT$2,940, on 40x 2027F EPS 
(from 38x), versus a historical PE band of 14-43x, which we believe is justified by a 2025-
28F EPS CAGR of 68%. 

Risks 

Macro headwinds. 
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