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Event 

The global tech industry is in a growth trajectory that is fundamentally different from the past. 

The key drivers are no longer consumer-driven replacement cycles but rather the demands of 

AI server evolution, which include computational power requirements, model evolution, and 

platform upgrade cycles. 

Analysis 

AI is reshaping the tech industry’s business cycle. Over the past three decades, tech industry 

cycles were dictated by consumer hardware. PC replacement waves from 1990 to 2000 and 

the golden era of smartphones after 2010 both featured demand fluctuations every 3-5 years, 

depending on the intervals between consumers purchasing new devices. 

AI, however, is fundamentally different. The pace of AI model proliferation far exceeds any 

consumer product, creating computing requirements that are highly complex, highly utilized, 

and endure high-intensity usage. As a result, the upgrade cycles for GPU and CPU platforms 

have shortened from 3-5 years to just 12-18 months. From Hopper and Blackwell to Vera 

Rubin, these new computing architectures are prompting businesses to reset capex almost 

annually. 

This marks a shift from demand-driven to technology-driven cycles. Enterprises are upgrading 

equipment not because the hardware is too old to function, but because model evolution 

brings about immediate improvements in efficiency, cost structure and latency, as computing 

platforms now represent the core of competitive advantage. CSPs cannot afford to wait for 

hardware replacement on the traditional end-of-life usage schedule. Equipment upgrades are 

now a consistent capital expenditure, fueling demand for semiconductors and components 

that has never been seen before. For the tech supply chain, business cycles no longer hinge 

on a consumption recovery, but rather iterations of AI and GPU models. 

More importantly, AI adoption is accelerating much faster than any previous tech revolution. 

PCs took nearly 20 years to accumulate one billion users, and for smartphones, it took 6-7 

years, whereas generative AI transformed global behavior in about a year after launch and 

triggered aggressive investment by CSPs. The center of gravity in global tech spending is 

shifting rapidly from consumer electronics to AI, creating a structural super-cycle. 

AI platform upgrades trigger comprehensive evolution of components, creating a new 

structural growth model. A defining feature of the AI era is that each architectural transition 

sparks ecosystem-wide upgrades, generating value expansion beyond a single product line. 

GPU advancements not only enhance chip performance but also drive simultaneous upgrades 

of memory, packaging, PCB, thermal solutions, power systems, and network switches to 

accommodate higher performance and power consumption. 

Take memory as an example. The upgrade from HBM2e to HBM3e has seen products of each 

generation multiply in bandwidth and capacity, which in turn have boosted module values and 

accelerated the adoption of advanced packaging. Processes such as CoWoS and SoIC for 2.5D/ 

3D integration have become standard practice, while demand for ABF substrates and high-

end CCL has also surged, which has allowed component suppliers to benefit from tight supply 

conditions and better profitability, given high technical barriers and slow capacity expansions. 

Power and thermal management also present similar challenges. GPU power consumption has 

jumped from 300W to 500W and is approaching kilowatt levels, which requires a complete 

redesign of power delivery and cooling architectures. High-efficiency power supplies, liquid 

cooling systems, and high-density power distribution have become standard component 

requirements, increasing the per-device content value of each component, and creates new 

markets. The shortened AI server replacement cycle means that every refresh will come with 

full-system upgrades. 
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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.  


