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AI moving from cloud to edge will revive the supply chain          

..    Event 

We expect cloud AI to take-off from late 2023 into 2024 on CSPs’ aggressive expansion 
and a growing GPU supply. Device brands will launch more edge AI models from 2H24F, 
reviving the overall AI ecosystem in 2024-25F. 

Impact 

AI servers main catalyst for server demand growth in 2024F. AI server shipments 
commenced in 2023, at a limited volume, as they were constrained by CoWoS capacity. 
With easing supply constraint, we anticipate AI server demand to ramp up in 2024F and 
forecast training GPU shipments will grow from 1.53mn units in 2023F to 4.57mn units in 
2024F, and 5.96mn units in 2025F. If we assume one training server will require eight 
training GPUs, then total training server shipments will be 191k units in 2023F, rising to 
572k units in 2024F, and 993k units in 2025F. Based on the expected shares of training 
server at around 30% of total AI server shipments in 2024-25F, we maintain our forecast 
that total AI server (training and inference) shipments will be 578k units this year, 1.91mn 
units in 2024F, and 3.31mn units in 2025F, comprising a respective 5%, 14%, and 22% of 
total server market shipments. CoWoS capacity will begin to ramp up from 4Q23F, and as 
the supply chain requires 2-3 quarters of lead time, we expect overall AI server demand to 
quickly rise after 2Q24F. As AI servers carry a higher ASP, most of the firms in the AI supply 
chain have guided their AI server segments to be the main sales and earnings growth driver 
over the next two years. This includes ODMs, thermal, power supply, chassis, rail kit and 
PCB companies. Players in the server supply chain also indicated that general server 
shipments will recover despite mild demand in 2024F, after inventory corrections in 2023. 
In addition to server growth, we expect networking plays will benefit from rising high-end 
400GbE switch adaptation rate, from 18% in 2023 to 21% in 2024F driven by AI/ machine 
learning (ML) demand uptrend, while 800GbE switches reaching 5% market penetration 
by 2024F. We expect server sales will be the key driver for these companies’ sales and 
earnings growth in 2024F. Key beneficiaries include GPU module and baseboard suppliers 
Hon Hai (2317 TT, NT$102, OP) and Wistron (3231 TT, NT$93.3, OP), ODMs Quanta 
Computer (2382 TT, NT$201, OP), Wiwynn (6669 TT, NT$1780, OP) , Inventec (2356 TT, 
NT$41.6, OP), and Gigabyte (2376 TT, NT$243.5, OP), and component makers Auras 
Technology (3324 TT, NT$363, OP), AVC (3017 TT, NT$201, NR), Chenbro Micom (8210 TT, 
NT$246.5, OP), King Slide (2059 TT, NT$880, OP), Lite-On Tech (2301 TT, NT$109, OP), 
Accton Technologies (2345 TT, NT$538, OP), and EMC (2383 TT, NT$372, OP). 

AI move to edge to enhance PC demand in 2H24-2025F. Intel (US) recently announced its 
AI PC acceleration program, which targets the enabling of AI functions on more than 
100mn PC units, in the next two years, by connecting independent hardware vendors 
(IHVs) and independent software vendors (ISVs) with Intel resources. It will launch its 
mobile Meteor Lake CPU (Intel Core Ultra processor) in December 2024, which is 
compatible with neural processing units (NPU). Next-generation CPUs for both desktop 
(DT) and NB, including Arrow Lake, Lunar Lake and Panther Lake, will provide more 
advanced performance and capability. AI-enabled PCs will be able to help users create, 
edit, optimize and compress videos and audios, improve quality and efficiency, and help 
users protect their data and privacy, preventing various threats and attacks. AI PC 
development is focused on ‘edge AI’ - improving the reasoning capabilities built into PCs - 
instead of the current AI architecture, which is mainly based on cloud data centers, and 
requires the addition of more sensors to enable more intuitive operation. We expect more 
AI PC model launches in 2H24-2025F will fuel PC demand growth. As inventory correction 
ends in 4Q23-1Q24F, replacement demand should occur alongside an economic recovery, 
after the last cycle peak in 2020-21. Windows 12 will launch in 2024 with AI function 
support, which will trigger upgrade demand, and combined with the termination of 
Windows 10’s technical support in October 2025F, we thus forecast for 2024 PC shipments 
to recover to 5.5% YoY growth (NB and DT both growing 5-6% YoY). The commercial 
market will replace and upgrade to AI-enabled PCs first. This should cause the NB supply 
chain’s sales, including ODMs, and thermal and power supply manufacturers, to rebound 
in 2H24-2025F. 

Stocks for Action 

We expect beneficiaries of the cloud and edge AI growth wave will be Quanta Computer, 
Wiwynn, Wistron, Auras Technology, Lite-On Technology, Chenbro Micom, EMC, and 
Accton Technologies, on strong sales and EPS growth. 

Risks 

Weak NB PC demand; IT spending constraints; margin dilution for AI servers and PC. 
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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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