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Earnings upgrades & accelerated growth fuel bullish momentum; volatility offers entry 

points            
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Event 

A substantial consensus upgrade to earnings forecasts for the Taiwan AI supply chain has 

reversed the downcycle of the Taiex over the past few months. Strong AI-related demand 

has stabilized the market and laid a structural foundation for accelerated earnings growth 

over the next two years. 

Analysis 

Strong AI demand reverses earnings downcycle, putting Taiex back on an upward track. 

After a brief earnings slump since April due to tariff parity and NT dollar appreciation, the 

Taiex outlook is finally starting to turn positive. Over the past month, we have 

significantly revised up our earnings forecasts for Taiwan’s AI supply chain. We estimate 

market consensus for earnings growth of AI-related companies in 2025F has been raised 

from 33% to 37% YoY. Even more encouraging, the 2026F consensus forecast has jumped 

from 12% to 20% growth, signaling that AI demand is not a short-lived boom but a 

sustainable and growing long-term trend. 

AI-related companies now account for over 60% of Taiwan stock market aggregate 

earnings. This substantial share means that upward revisions of AI earnings are strong 

enough to shift the overall market trajectory. Driven by AI stocks, the earnings outlook 

for Taiex for both this year and next has consequently been adjusted upward. KGI 

estimates earnings outlook for 2025F has been revised up from 10% to 11% YoY growth, 

and from 11% to 17% for 2026F. This acceleration highlights a robust upcycle in Taiwan’s 

tech industry, providing solid fundamental support for the stock market. 

Importantly, this wave of earnings upgrades ends a four-month downgrade streak since 

April, suggesting the market has digested the impact of tariffs and forex losses and is now 

refocusing on long-term growth opportunities in AI. This shift from negative to positive is 

often a key signal for the continuation of a bullish market trend. 

Mid-sized CSPs emerge as key drivers of AI order upgrades. Beyond hyperscalers like 

Amazon (US), mid-sized cloud service providers (CSP) such as Oracle (US), CoreWeave 

(US), and Nebius (NL) are playing an increasingly vital role in driving upward revisions in 

AI supply chain earnings. Their rise is injecting fresh momentum into AI infrastructure 

expansion and diversifying order sources for Taiwan’s supply chain. 

From a capex perspective, the influence of these mid-sized CSPs is growing rapidly. Their 

share of total CSP capex is projected to rise from 7% in 2024 to 12% in 2025F, and further 

to 14% in 2026F, signaling aggressive investment in AI infrastructure that directly benefits 

Taiwan’s AI supply chain. 

More importantly, these CSPs have recently signed long-term contracts with AI giants like 

OpenAI (US), Meta (US), and Microsoft (US). The market views these agreements as clear 

signals of rising demand certainty. These contracts not only ensure revenue visibility for 

the coming years but also boost confidence for further capex expansion. For Taiwan’s AI 

supply chain, this translates into greater order stability and predictability, reducing 

uncertainty in future earnings forecasts. 
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All the above named KGI analyst(s) is SFC licensed person accredited to KGI Asia Ltd to carry on the relevant 
regulated activities. Each of them and/or his/her associate(s) does not have any financial interest in the 
respectively covered stock, issuer and/or new listing applicant. 

 

  

Disclaimer All the information contained in this report is not intended for use by persons or entities located in or residing in jurisdictions which restrict the distribution of this information by KGI Asia 
Limited (“KGI”) or an affiliate of KGI. Such information shall not constitute investment advice, or an offer to sell, or an invitation, solicitation or recommendation to subscribe for or invest in 
any securities or investment products or services nor a distribution of information for any such purpose in any jurisdiction. In particular, the information herein is not for distribution and does 
not constitute an offer to sell or the solicitation of any offer to buy any securities in the United States of America, or to or for the benefit of United States persons (being residents of the United 
States of America or partnerships or corporations organised under the laws of the United States of America or any state, territory or possession thereof). All the information contained in this 
report is for general information and reference purpose only without taking into account of any particular investor’s objectives, financial situation or needs. Such information is not intended to 
provide professional advice and should not be relied upon in that regard. 

Some of KGI equity research and earnings estimates are available electronically on www.kgi.com.hk. Please contact your KGI representative for information. The information and opinions in 
this report are those of KGI internal research activity. KGI does not make any representation or warranty, express or implied, as to the fairness, accuracy, completeness or correctness of the 
information and opinions contained in this report. The information and opinions contained in this report are subject to change without any notice. No person accepts any liability whatsoever for 
any loss however arising from any use of this report or its contents. This report is not to be construed as an invitation or offer to buy or sell securities and/or to participate in any investment 
activity. This report is being supplied solely for informational purposes and may not be redistributed, reproduced or published (in whole or in part) by any means for any purpose without the 
prior written consent of KGI. Members of the KGI group and their affiliates may provide services to any companies and affiliates of such companies mentioned herein. Members of the KGI 
group, their affiliates and their directors, officers and employees may from time to time have a position in any securities mentioned herein.  


