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Positive AI demand outlook from US CSPs, power & liquid cooling firms for 2026F              
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Event 

The top-four US CSPs reported higher-than-expected 3Q25 capex during recent earnings calls, 
and expect stronger-than-expected capex growth in 2026F. US power supply and liquid cooling 
solution firms are also positive on AI server market demand. 

Impact 

CSPs’ capex to rise in 2025-26F, implying solid demand. During their latest earnings calls, the 
top-four US CSPs said they expect a positive capex trend in 2025-26F, but the market reacted 
negatively for some firms, due to concerns regarding expanded investment without good 
returns in the near term. We note the top-five CSPs’ capex for 2025F is revised up to 63% YoY 
growth, versus 2024’s 60% YoY and up from 60%, to US$389.31bn. CSPs’ capex growth in 
2026F has also been revised to 27% YoY, up from 17%, to US$496.21bn. Among five 
hyperscaler CSPs, Meta (US) had the most aggressive upward revision to capex guidance, with 
the expectation of YoY growth of 88-91% in 2025F and over 45% in 2026F, and the firm said 
the capex dollar value increase in 2026F will be greater than in 2025F, which is much stronger 
than the consensus expectation of 40% YoY growth in 2026F. Microsoft’s (US) capex revision 
was also ahead of consensus, guiding FY26F (FY ends June) capex growth to be greater than 
FY25’s 45% YoY. In addition, the consensus 2026F capex forecast was revised up for Google 
(US) and Oracle (US) to growth of 23% and 33% YoY, respectively, to reflect their strong 
investments in AI infrastructure, training models and AI application expansion. These CSPs 
expect the AI hardware shortage will continue through 4Q25-2026F (Microsoft said at least to 
1H26F, Google said lasting through 4Q25-2026F, and Amazon (US) said it will work hard to 
expand capacity). We see this as a positive sign for AI server demand over the next year. Based 
on their combined capex to operating cash flow ratio of 64%, and improving free cash flow 
(FCF) in 3Q25 amid growing capex, CSP financials remains healthy. We expect solid AI demand 
in 2026F. 

Solid full-year sales guidance from Vertiv (US) & Flex (US). Besides US hyperscaler CSPs, both 
Vertiv (a power supply and liquid cooling solution provider) and Flex (a power supply and 
system assembly firm) raised full-year sales guidance on strong data center demand. Vertiv 
will engage the power and liquid product upgrade with Nvidia’s (US) GPU migration for 800-
VDC power cabinets in 2H26F and liquid-cooled products. Flex mentioned that the integration 
requirements of data centers for cooling, power, and assembly businesses are increasing and 
will see its market share gain on more ASIC demand like Google and Microsoft. They both cast 
demand positives to echoes our views. 

GB-series AI server demand up QoQ but ASIC AI demand down QoQ in 4Q25F; positive 2026F 
GPU & ASIC server demand unchanged. In 4Q25F, we expect GB200/ 300 server shipments 
to grow QoQ, with total shipments of 11-13k racks, up from 6-7k racks in 3Q25. However, 
Amazon Web Services’ (AWS; US) ASIC AI server shipments may enter a transition period 
before the next-model Trainium 2.5/3 system in mass production in 1Q26F and 2H26F, 
respectively. We expect GB and Vera Rubin (VR)-series AI server rack shipments to grow from 
23-25k in 2025F to 55-60k in 2026F. We also expect greater shipment volumes of ASIC models 
for AWS, Google and Meta in 2026F. Thus, GB-series supply chain will benefit from sales 
growth in 4Q25F-2026F, and ASIC supply chain sales growth will be triggered after 2Q26F. Key 
upgrades to components in GB300 racks will be rising quick disconnector (QD) adoption and 
upgrades to power supplies, liquid cooling, and PCB/ CCL. As for the VR-series systems that 
are scheduled to launch in 2H26F, we also anticipate rising liquid cooling, power supply and 
CCL/ PCB content value due to the higher TDP, of close to 220kW, compared to the 136kW in 
a GB300 rack. 

Stocks for Action 

Solid capex in 2025-26F will boost AI server demand and benefit the AI supply chain. Our top 
picks are Hon Hai Precision (2317 TT), Quanta Computer (2382 TT), Wistron (3231 TT), Asia 
Vital Components (AVC; 3017 TT), Delta Electronics (2308 TT), Elite Material (2383 TT) and 
Gold Circuit Electronics (2368 TT). 

Risks 

Sluggish demand; higher production or financing costs. 
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