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Our view unaffected by market concerns             

 Event 

Alchip Technologies’ (Alchip) stock price saw a pullback of 13.1% this week (September 20 

closing price vs. September 27). We have summarized market concerns as follows: (1) a 

more conservative outlook for 2025F revenue growth; (2) potentially weak demand next 

year from a mass production project of a US IDM customer, with a risk of near-term 

downward earnings revisions for Alchip; and (3) the initial ramp-up of a US IDM customer's 

mass production project is not going smoothly, with end customers being uncertain. 

Impact 

Intact CoWoS capacity from foundry partner. The mass production project of a US IDM 

customer (mainly in 5nm AI ASIC) would support 2025F revenue growth for Alchip and that 

it had secured approximately 3x the CoWoS capacity for this customer next year (around 

25k wafers). At present, we have not observed any downward revision of this CoWoS 

capacity and reiterate our forecast that, considering production and shipments timelines 

with foundry partners, that mass production revenue from this customer will grow in 

2025F to US$650-700mn. 

End customers for US IDM’s mass production project not primarily hyperscalers or 

Chinese firms. The market is concerned that the end customers of the US IDM’s mass 

production project are uncertain. We emphasized that key end customers include Naver 

(KR), Bharti Airtel (IN), Bosch (DE), and Infosys (IN), with demand coming from mutiple 

clients. We also noted that the US IDM has repeatedly stated that its 5nm AI ASIC is 

superior to Nvidia's (US) H100 AI GPU in terms of performance and power consumption, 

which is why we believe it is unlikely that its 5nm AI ASIC will be directly shipped to China. 

Valuation & Action 

We maintain our revenue and gross margin forecasts, estimating that revenue will grow 

by 66.0% and 14.2% in 2024-25F to NT$50.6bn and NT$57.8bn, respectively, and that 

revenue will return to hypergrowth levels in 2026F. We also reiterate that quarterly 

revenue YoY growth decline will accelerate between 2H24-1H25F and will only regain 

growth momentum from 2H25F. We maintain 2024-25F EPS at NT$78.77 and NT$98.85, 

respectively. Our target price is unchanged at NT$3,950, on an unchanged 40x 2025F EPS 

(cycle average plus 1x standard deviation). Shares are currently trading at 26x and 20x 

2024-25F EPS. We remain positive on Alchip's position in the IC design service sector, given 

that its revenue mainly comes from advanced process AI, HPC, and automotive markets. 

Maintain Outperform. 

Risks 

Intensifying competition & Sino-US trade restrictions; weakening 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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