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Beneficiary of liquid cooling demand for servers                

..     Event 

Auras Technology is positive on the 2024 business outlook, and expects servers  to be the 
major sales driver. The firm also expects the sales contribution from liquid cooling to 
exceed that of air cooling for servers after 4Q24. 

Impact 

Positive 2024 earnings outlook. The firm guides 2024 revenue will grow around 20% YoY, 
with 30% from servers, versus 24% in 2023. This implies server sales growth of 40-50% 
YoY, with rising ASP for thermal products, and some solutions upgrading from air cooling 
to liquid cooling. After the mass production of liquid cooling cold plates, more cooling 
distribution units (CDU) will be added to the product mix in 2024, which will serve as the 
main margin and sales driver next year. We forecast server profit contribution will rise to 
40-50% in 2024-25. 

Server profit contribution to reach 40-50% in 2024-25F, with higher ASP & gross margin. 
We believe the company will be the beneficiary of the switch to liquid cooling for servers. 
On rising thermal design power (TDP) and thermal design upgrades from heat pipes to VC 
or 3D VC, and from air cooling to liquid cooling cold plate and CDU, we expect the firm to 
benefit from product ASP and gross margin expansion. Furthermore, CDU will be added to 
the product mix in 2024, which will boost sales strongly given the high price of over US$10k 
per unit. Server and liquid cooling sales growth will boost gross margin significantly to 
above 25% in 2024F, serving as the main margin driver next year. The firm also mentioned 
most CSPs are rapidly designing liquid cooling solutions for AI servers on rising TDP of GPUs 
and CPUs. With ASP 5-10x higher for liquid cooling solutions than air cooling, Auras expects 
liquid cooling sales contribution to exceed that of air cooling after 4Q24, to comprise 
around 10% of total sales, as it will expand the cold plate product range to integrate with 
CDU, racks, quick connectors, and manifolds. Therefore, in addition to the reasons 
mentioned above, and our expectation of rapid growth in AI server shipments, we project 
server sales will increase 50% YoY in 2024. Server gross margin above 25% will boos t 
overall gross margin. We thus forecast server profit contribution will grow to 40-50% in 
2024-25. Auras also expects 2024 NB sales recovery on a rebound in gaming and AI NB 
demand, which mostly use VC technology. We believe PC replacement demand will 
resume on economic recovery, plus the launch of Windows 12 in 2024 with AI support will 
trigger upgrade demand, which should be positive for thermal solution design. To reflect 
a better 2024 margin outlook, we forecast 2024 EPS of NT$21.09, up 33% YoY, and 2025 
EPS of NT$26.47, up 26% YoY. 

Valuation & Action 

We maintain Outperform on decent 2H23F and 2024F margin and EPS growth, with a 
target price of NT$445, based on 20x average 2024-25F fully diluted EPS. 

Risks 

Material price hikes; weak demand. 
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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. 
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