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Revisiting spec migration theme; robust ASIC demand to bolster business opportunities        

..    Event 

End demand has bottomed; healthy cyclical recovery in 2024F. Entering 2024, we expect 
the semiconductor industry to post robust growth. Although the magnitude and rate of 
inventory digestion varies for different ICs, resulting in slightly higher overall 
semiconductor inventory days than pre-COVID levels, inventory levels continue to improve 
across the industry. Gartner now estimates that global semiconductor market revenue will 
resume healthy growth in 2024-25, rising a respective 16.8% and 15.5% YoY to US$624bn 
and US$721bn, and we expect healthy cyclical recovery in 2024. 

AI PC to drive upgrade cycle after 2H24F. While edge AI applications are currently limited, 
we believe the edge AI computing platform, which is being defined by Microsoft (US), Intel 
(US), AMD (US), and PC OEMs, could result in an upgrade cycle for PC, as well as continued 
silicon content growth. Both Intel and AMD have emphasized the integration of neural 
processing units (NPU) in current and future CPUs, which are designed to run on-device AI 
workloads. With Windows 12 expected to launch in late 2024, we could see the more 
extensive release of AI computers in 2025 that would meet Microsoft’s AI PC computing 
capability requirements and accelerate the development of on-device AI applications. 

High-speed interface IC fabless firms to capitalize on spec upgrades as demand 
normalizes. We anticipate a decent PC/NB demand rebound in 2024, which would pave 
the way to recovery for related high-speed interface IC fabless firms. As new PC/NB models 
will support Intel’s and AMD’s new CPU platforms in terms of specs, and given the 
technological readiness of Taiwanese high-speed interface IC fabless firms for related 
offerings, we expect to see higher USB4 revenue contribution for these companies, 
whether they are on the host side or device side. 

ASIC TAM to grow long-term. With CSPs and hyperscalers launching their own AI ASIC, we 
believe long-term ASIC TAM growth is now consensus. As clients continue to actively adopt 
AI ASIC, aside from general GPU solutions, we believe this indicates that sales generated 
from the AI business are set to grow rapidly. Therefore, we believe the higher exposure to 
CSPs’ and hyperscalers’ ASIC business will help sustain resilient ASIC TAM growth in 2024-
25. Overall, we believe the ASIC TAM will continue to grow long-term, whether in AI/HPC 
or automotive applications. 

Heathy end demand recovery to drive NPI demand. After several quarters of inventory 
adjustments, most fabless firms’ DOI have returned to healthier levels. As such, we expect 
stabilizing end demand to drive NPI demand in 2024, paving the way for recovery for 
Taiwanese testing interface vendors. Furthermore, the global system level testing (SLT) 
socket market will grow as HPC applications (e.g. CPU, GPU, smartphone SoC) are 
manufactured via more advanced nodes, leading to increased defect rates and lower yield 
rates, as well as higher failure costs. In order to improve test coverage and yield rates, 
fabless vendors need to increase SLT adoption, driving long-term SLT socket demand. 

Stocks for Action 

On healthy semiconductor demand recovery, we recommend investors accumulate TSMC 
(2330 TT, NT$574, OP), MediaTek (2454 TT, NT$948, OP), and Parade Technologies (4966 
TT, NT$1,075, OP). In the ASIC design service sector, we like Alchip Technologies (3661 TT, 
NT$3,050, OP) and Faraday (3035 TT, NT$380, OP) on resilient ASIC outsourcing demand. 
Alchip Technologies is our top pick. We are positive on its leading position in the custom 
AI and automotive ASIC design realm. For the testing interface sector, we are positive on 
MPI’s (6223 TT, NT$216, OP) 2024 outlook given strong NPI demand from major clients, 
and we also like WinWay (6515 TT, NT$756, OP) for its primary supplier position for leading 
global GPU vendors. WinWay could be the key beneficiary of the AI/HPC trend in the next 
three to five years. 

Risks 

Weak macro environment. 
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respectively covered stock, issuer and/or new listing applicant. 
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