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Strong 3Q25F earnings expected; bright outlook intact        

   Event 

At Nvidia’s (US) GTC event in October, CEO Jenson Huang discussed several collaboration 
projects with Hon Hai in AI server assembly, and an AI plant and robotaxi alliance with Uber 
(US) and Stellantis (FR), highlighting Hon Hai’s strong position in the AI market. In addition, 
based on 84.1%-owned Foxconn Industrial Internet’s (FII; CN) solid 3Q25 earnings (up 62% YoY), 
we have revised up our 3Q25F earnings forecast for Hon Hai. 

Impact 

Stronger-than-expected FII earnings boost 3Q25F earnings upside for Hon Hai. FII’s 3Q25 sales 
were Rmb$243.2bn (up 43% YoY and 21% QoQ) and earnings were Rmb$10.37bn (up 62% YoY 
and 51% QoQ), driven by the cloud business. Cloud sales rose 75% YoY due to GPU AI server 
rack (GB) ramp-up in 3Q25, with the cloud sales weighting of CSP clients up to around 70%. AI 
server sales grew 90% QoQ (more than five-fold YoY), boosting 1Q-3Q25 GPU AI server sales 
growth to over 300% YoY and cloud sales to over 65% YoY. FII’s switch sales also grew in 3Q25 
on AI demand growth, driving YoY growth of 100% with 800G switch sales up by over 27-fold. 
Based on a sales contribution of around 51% for Hon Hai in 3Q25F, and FII’s 3Q25F net margin 
rising to 4.3% from 3.5% in 2Q25, Hon Hai’s 3Q25F earnings look to beat consensus and our 
forecast. We revise up 3Q25F EPS to NT$3.81 on better margins and non-op income. 

4Q25F sales to grow by double digits QoQ & YoY; bright 2026F outlook intact. October sales 
were NT$895.7bn, up 7% MoM and 11% YoY, with computing and cloud the main drivers, and 
accounting for 38% of our 4Q25F sales estimate (up 16% QoQ). Growing GB AI server and 
iPhone sales will boost 4Q25F sales to an annual peak, we believe. On higher margin expected, 
we raise 2025F EPS to NT$14.08 (up 28% YoY). At the GTC event, Nvidia highlighted several 
other AI projects with Hon Hai, including GB superchip and assembly in Texas, US, Super NIC, 
Bluefield-3, compute tray, and NVLink switch tray. Hon Hai also announced collaborations with 
Nvidia, Stellantis and Uber in Level 4 (hands-off, eyes-off) autonomous vehicles for robotaxi 
services, with the firm focusing on computing, sensor integration and electronic control 
systems. With its hardware and integration know-how, this alliance will leverage Nvidia’s 
advanced AI computing powered by NVIDIA DRIVE AGX Thor and the DRIVE AV software stack, 
Stellantis’ vehicle platforms, and Uber’s vast global network to advance autonomous mobility. 
Regarding cloud-related business, Hon Hai will benefit from a doubling of AI GB/ VR server rack 
shipments in 2026F, with CSP client add-ins and more projects kicking off (e.g. Stargate). It will 
also benefit from extending AI server products from rack level (L11) to modularized data center 
(MDC) via infrastructure efforts (L11-plus), for EPS contribution of NT$1.0-1.2 (0.75-1GW under 
a 50%-owned JV) in 2026F, we estimate, boosting EPS to NT$18.90, up 34% YoY. 

Valuation & Action 

We raise our target price from NT$335 to NT$340 (18x 2026F EPS) on growing competitiveness 
in the AI server market. Maintain Outperform. 

Risks 

Slow EV orders; weakening global demand; NT dollar appreciation; tariff impact. 
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