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2025F profit growth driven by RISC-V              

 Event 

We initiate coverage of Andes Technology with Outperform. We are positive about its 
future prospects as we expect RISC-V penetration to increase steadily and operating 
expenses to be controlled well in 2025, leading to profit growth acceleration. 

Impact 

RISC-V adoption to rise, with Andes set to benefit. Due to its open-source nature, 
high power efficiency, and ability to be customized, SHD Group forecasts RISC-V 
penetration in SoC market will rise from 2.7% in 2023 to 22.3% by 2030. China is 
experiencing the most rapid development among all regions, driven by its pursuit of 
self-sufficiency and the market’s focus on cost efficiency. Andes’ technological 
capabilities are 1-2 years ahead of local competitors, and with the China market 
contributing 25-30% of its total sales, we believe Andes is well-positioned to benefit 
from this trend. 

Product advantage to support TAM expansion across AI, auto, & IoT sectors. The 
customizability, flexibility, and power efficiency of RISC-V enables tailored 
performance optimization for AI, meets the evolving safety demands of EV, and 
provides optimized solutions for IoT applications. We believe RISC-V will excel in the 
AI, auto, and IoT markets, with respective 2023-27F IP TAM CAGRs of 102%, 35%, and 
31%. With its advanced IP offering certified safety for automotive, specialized tools 
for AI optimization, and versatile solutions for IoT, Andes is primed to capitalize on 
opportunities in these markets. 

To turn profitable in 4Q24F, with rapid growth in 2025F. Andes significantly 
expanded R&D in 2023, leading to a rise in expenses, which we believe will peak in 
2024. Looking ahead, the firm has no plans to increase hiring, which will allow for 
better expense control. We believe Andes will turn profitable in 4Q24, with rapid 
profit growth in 2025, driven by operational efficiency and revenue gains. 

Valuation & Action 

We forecast sales will grow a respective 22.9% and 37.6% YoY in 2024-25 to 
NT$1.30bn and NT$1.79bn, versus consensus of NT$1.33bn and NT$1.80bn. We 
initiate coverage of Andes with Outperform and a target price of NT$480, based on 
12x 2025F EV/sales, which is in line with its historical average. This multiple also aligns 
with the 12x historical average of its industry peers, roughly 50% of the 24x average 
since the ARM (UK) IPO. 

Risks 

Weak macroeconomic environment; fierce pricing competition. 
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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. 

Disclaimer 
All the information contained in this report is not intended for use by persons or entities located in or residing in jurisdictions which restrict the distribution of this information by KGI Asia 

Limited (“KGI”) or an affiliate of KGI. Such information shall not constitute investment advice, or an offer to sell, or an invitation, solicitation or recommendation to subscribe for or invest 

in any securities or investment products or services nor a distribution of information for any such purpose in any jurisdiction. In particular, the information herein is not for distribution and 

does not constitute an offer to sell or the solicitation of any offer to buy any securities in the United States of America, or to or for the benefit of United States persons (being residents of the 

United States of America or partnerships or corporations organised under the laws of the United States of America or any state, territory or possession thereof). All the information contained 

in this report is for general information and reference purpose only without taking into account of any particular investor’s objectives, financial situation or needs. Such information is not 

intended to provide professional advice and should not be relied upon in that regard. 

Some of KGI equity research and earnings estimates are available electronically on www.kgi.com.hk. Please contact your KGI representative for information. The information and opinions 

in this report are those of KGI internal research activity. KGI does not make any representation or warranty, express or implied, as to the fairness, accuracy, completeness or correctness of 

the information and opinions contained in this report. The information and opinions contained in this report are subject to change without any notice. No person accepts any liability 

whatsoever for any loss however arising from any use of this report or its contents. This report is not to be construed as an invitation or offer to buy or sell securities and/or to participate in 

any investment activity. This report is being supplied solely for informational purposes and may not be redistributed, reproduced or published (in whole or in part) by any means for any 

purpose without the prior written consent of KGI. Members of the KGI group and their affiliates may provide services to any companies and affiliates of such companies mentioned herein. 

Members of the KGI group, their affiliates and their directors, officers and employees may from time to time have a position in any securities mentioned herein.  


