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Server demand to strengthen; PC & smartphone demand to weaken in 2026F              
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Event 

We issue our 2026 IT device demand growth outlook. We expect stronger growth in server 
shipments, given robust general server demand from some US CSPs. However, lower PC and 
smartphone shipments will reflect the negative impact from memory price hikes. 

Impact 

Stronger general server & robust AI server demand in 2026F. Recently, DRAM and NAND 
prices have surged on the back of solid AI and general server demand. We forecast DDR5 die 
contract price to double YoY, from US$8.9 in 4Q25F to US$17.2 in 4Q26F, and NAND flash 
prices to grow by 60-70% YoY over the same period. The memory shortage is the result of 
strong server demand. Based on our channel checks, not only will AI server demand grow 
robustly in 2026F, but general server demand from some US CSPs will also increase, 
particularly from Microsoft (US) and Amazon (US). We think different strategies underlie the 
recent divergence in CSPs’ general server demand growth. Meta (US) has shown aggressive 
demand growth for general servers in 2025F, with total server board-level shipments growth 
of 50-60% YoY, which was mostly allocated in 1H25 (greater than 100% growth YoY). This is 
quite different from other CSPs’ server board-level shipments growth of 0-20% and brands’ 
significant decline of 5-20% in 1Q-3Q25 and 2025F (see Figure 6). Thus, CSPs’ total server 
board-level shipments will exceed a 50% weighting in worldwide server shipments in 2025-
26F. With strong general server demand from Microsoft and Amazon in 2026F, but single digit 
demand growth for other US and China CSPs, coupled with a decline in shipments for server 
brands (Dell (US), HPE (US), Lenovo (CN)), we expect general server shipments to grow by 3% 
in 2025F and 10% in 2026F. Combined with strong AI server demand growth of 70-80% YoY in 
each of 2025-26F, we forecast global server shipments to grow by 7% in 2025F and 16% in 
2026F. 

Rising memory prices to dampen PC & smartphone demand in 2026F. Based on our memory 
analyst’s forecast for DRAM and NAND flash prices, we expect memory costs for PCs and 
smartphones may grow by 50-60% YoY in 2026F. DRAM and NAND flash costs account for 15-
20% of a PC’s BOM cost, and 10-15% of a smartphone’s. We believe most brands will raise 
prices to at least partially pass on the increased costs to consumers, so as to minimize the 
impact on margins. However, this will hurt end-demand in 2026F. As a result, we cut our global 
PC shipments forecast from 2% YoY growth to a 2% decline in 2026F, assuming consumer PC 
& Chromebook demand drops by 5% YoY (cut from 4% growth), and commercial PC demand 
will be flat YoY (cut from 1% growth), as consumers are more price sensitive. Most PC brands 
now have around three months of memory inventory on-hand, and we think the impact of 
higher memory prices on their margins will begin in 1Q26F. We see earnings downside for PC 
brands with higher PC sales exposure (including motherboards and graphics cards) such as MSI 
(2377 TT, NT$103, N; 85-90%), Asustek (2357 TT, NT$573, OP; 75-80%), HP (US; 70%), Acer 
(2353 TT, NT$28.25, NR; 68%) and Lenovo (CN; 68%); components firms with higher PC sales 
exposure will also suffer (Figure 17). In addition, we forecast global smartphone shipments to 
fall by 2% YoY in 2026F. Increasing memory costs will have more of an impact on demand for 
mid-to-low-end models, and less of an impact on demand for premium models. We believe 
Android vendors’ shipments will suffer more in 2026F, especially Chinese brands (down 3% 
YoY), but iPhone shipments should be more resilient (up 1% YoY) given their higher premium 
model mix and relatively low cost pressure, as well as Apple’s (US) long-term contracts with 
memory vendors. 

Stocks for Action 

We expect the server supply chain to outgrow the PC and smartphone supply chains in 2026F, 
as memory price increases can be passed on to server clients without significantly impacting 
demand, which is not the case for PC and smartphone consumers. With strong general server 
demand from Microsoft and Amazon, and robust AI server demand more broadly, we expect 
Wiwynn (6669 TT, NT$4,280, OP) and Hon Hai Precision (2317 TT, NT$236.5, OP) to benefit. 
For PC brands, we expect margins and shipments to suffer, and those firms with higher sales 
exposure to PCs and smartphones will encounter challenges to earnings growth in 2026F, such 
as MSI , Acer, Catcher (2474 TT, NT$211, N), HP and Lenovo, though Apple’s supply chain is 
likely to see relatively stable demand in 2026F. 

Risks 

Memory price increases of a different magnitude; Component supply constraint to impact on 
shipments; server production ramp-up pace changes. 
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