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2024F growth boosted by cloud computing sales       

  Event 

Hon Hai will report 3Q23 earnings and share its 4Q23-2024F business outlook on 
November 14. We expect its 2024F sales outlook to be mildly positive, with limited YoY 
growth. Cloud sales will be the key catalyst for growth on a low 2023F comparison base. 

Impact 

2H23F sales to decline YoY; gross margin supported by weak NT dollar. Management 
guides 3Q23 sales growth of 18% QoQ, but down 12% YoY, in line with our expectation. 
October sales grew 12% MoM, with a narrowed decline of 5% YoY. However, we now 
expect 4Q23F sales to grow by 13% QoQ, slightly weaker than our previous estimate and 
consensus. Among business units, smart consumer electronics (primarily iPhone) should 
be the major driver, due to positive seasonality for new model sales. We expect 
component sales will grow, cloud sales will be flat, and NB sales will decline, QoQ. Due to 
an unfavorable product mix, gross margin will trend down in 2H23F, from a 2Q23 peak, 
but the NT dollar weakening against the US dollar will somewhat soften this impact. We 

thus forecast 2H23F gross margin at 5.8-6%, and 2023F gross margin to be flat YoY, at 6%. 
Overall 2023F EPS is adjusted to NT$8.55, down 16% YoY. We attribute earnings upside in 

2H23F to forex gains. 

Cloud to drive 2024F growth. Hon Hai had a cloud sales weighting of 24% in 1H23, which 

will be lower in 2H23F. We expect cloud sales will comprise 22% of total sales in 2024F 
(sales up YoY), up from 21% in 2023F (sales down YoY). We base this expectation on a 

resumption of general purpose server demand from enterprise and content service 
providers (CSP) alongside strong growth in AI server sales. Cloud server sales will come 

from GPU module, baseboard, L6 server motherboard, and L10/ 11 server rack for AI 
server. We think AI will comprise 20-25% of server sales in 2023F, and more than 30% in 
2024F. An increased sales weighting of cloud server components will positively impact 
2024F gross margin. However, demand for other consumer products, like iPhone, tablet, 
and NB, will still be lukewarm in 1H24F. Components and EV sales will grow YoY in 2024F, 
but contribution will be lower. We thus lower our sales growth forecast to 4% YoY in 
2024F, with an expectation of improved gross margin. 2024F EPS is adjusted to NT$10.4 
(up 22% YoY). 

Valuation & Action 

We lower our target price from NT$140 to NT$126 (15x 2024F EPS of NT$3 from cloud & 
component sales, and 11x NT$7.4 from other segments). Maintain Outperform on a low 
valuation with a good cash yield and decent 2024F earnings growth. 

Risks 

Slow EV orders and component development; weakening global 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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