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Earnings upside from Stargate modular data center build-up        

   Event 

September and 3Q25 sales slightly beat guidance. Hon Hai Precision is positive on its AI 
server market position in 2H25-2027F, based on new CSP client wins and Stargate project 

gains in server rack and modular data center (MDC) service. 

Impact 

3Q25 sales beat guidance. September sales were NT$837.1bn, up 38% MoM and 14% YoY, 
and 3Q25 sales were NT$2.057tn, up nearly 15% QoQ and 11% YoY. 3Q25 sales were 
slightly better than guidance of 4-14% QoQ growth and our forecast, with GB200 AI server 
and iPhone 17 model launch the key catalysts. Cloud and networking sales grew the most 
on a YoY basis, and consumer electronics on a QoQ basis, followed by cloud. Based on 
cloud server sales MoM growth of 4-14% in September, we think 3Q25F GB AI server 
shipments growth was slightly below the firm’s target of over 300% QoQ. However, yield 
rate and efficiency improvements will continue and 4Q25F sales will be the annual peak. 
Weexpect 2025F sales will grow around 15% to NT$7.88tn, with cloud and networking 
sales contribution up to 39%, higher than consumer electronics sales.  

Migration from L11 assembler to L11-plus integrator. Hon Hai’s cloud business outlook is 
strong, and we expect the cloud sales weighting to rise from 39% in 2025F to around 55%in 
2026F, and higher in 2027F, on two new clients and project wins in AI server. As it will add 
Meta (US) as a new client for GB300, and potentially Google (US) for Vera Rubin AI server 
in 2H26F, alongside current main AI server clients Oracle (US) and Microsoft (US), Hon Hai 
targets its AI server market share to stay above 40% in 2026F. With global GB/ VR AI server 
shipments likely double to 50-60k racks next year, we estimate Hon Hai’s AI server sales 
will more than double, based on shipments of around 23k racks in 2026F. In the Vera Rubin 
generation, Nvidia (US) has requested L10 supply only from Hon Hai, Quanta (2382 TT, 
NT$308.5, OP) and Wistron (3231 TT, NT$156, OP); thus Hon Hai will keep a dominant 
position. It will also be the key beneficiary of the US Stargate project (partnership with 
Softbank (JP), Oracle), and Apple’s (US) AI data center for Apple Intelligence demand in 
the coming five years, especially after its share swap with Teco (1504 TT, NT$113, OP) to 
leverage its resources and experience in electrical equipment and engineering. Based on 
the commitment between OpenAI (US) and Softbank, they will deliver 1.5GW data center 
construction in modular process in the next 18 months in Ohio and Texas, and Hon Hai will 
supply server rack and other components as well as integration work with key leverage 
from Teco. The MDC business model will boost Hon Hai’s migration from L11 rack 
assembler to L11-plus integrator. We forecast this 1.5GW MDC project to generate EPS 
contribution of NT$1-1.2 (0.75-1GW under the 50%-owned JV) in 2026F. We raise 2026F 
EPS to NT$18.6, up 39% from 2025F EPS of NT$13.38.  

Valuation & Action 

We raise our target price from NT$245 (16x 2026F EPS) to NT$335 (18x) on growing 
competitiveness in the AI server market. Maintain Outperform. 

Risks 

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