
INDUSTRY REPORT   

Taiwan 

 

5 July 2024  1   
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Event   

After Apple’s (US) showcase of Apple Intelligence and iOS 18 during the Worldwide Developers 

Conference (WWDC) in early June, the market has gained confidence in an upcoming iPhone 

replacement cycle. Despite no post-announcement iPhone shipment revisions from Apple’s 

supply chain, we expect iPhone shipments to bottom out in 1H24, and resume growth in 2H24-

26F. 

Impact 

Apple Intelligence provides AI applications to enhance users’ experience. Apple 

Intelligence’s key functions include generation of text and photos, and it will be integrated 

with iPhone iOS, iPad OS and Mac OS Sequoia this autumn, devices as new as iPhone 15 Pro 

(A17 or later processors) and Macbooks/ iPads with M-series CPUs to support the new AI 

functions. Apple also announced a collaboration with OpenAI for the new version of Siri to 

utilize ChatGPT-4o. Siri will no longer be just a voice assistant to answer questions, but 

incorporate answers given by ChatGPT, with users not needing to create OpenAI accounts to 

use Apple’s built-in system. Apple Intelligence will identify notifications that are important to 

users, and display them first. In addition, Apple Intelligence, like other AI models, can generate 

text, assist in proofreading and style modification, and can be used with proprietary or third-

party applications. The model will also generate photos, based on the user's camera library, in 

three styles – sketch, illustration and animation. Apple touted the privacy and security of 

Apple Intelligence. Private Cloud Compute, using Apple chips, can ensure that users' 

information is protected to a maximum extent. All the features announced harness the power 

of Apple silicon to understand and produce language and images, prompt action across apps, 

and use personal context to simplify and speed up users’ everyday tasks, making Apple’s 

devices more intelligent. 

iPhone replacement cycle may be sparked by AI functions. Apple will release four new iPhone 

16 models in late 3Q24F. These four models will be the iPhone 16 (6.1”), 16 Plus (6.7”), 16 Pro 

(6.1”), and 16 Pro Max (6.7”). Spec upgrades include: (1) Processor upgrades to the A18 for 

basic models, and to the A18 Pro for premium models (Pro-series), both of which are on the 

3nm TSMC (2330 TT) node, (2) adoption of periscope lenses in the Pro-series models, for 

better optical zoom; (3) The ultra-wide-angle lens for the Pro-series will also be upgraded from 

12MP to 48MP; (4) battery density increased by 5-7%, with stainless steel cases added for 

better heat dissipation and dismantling; and (5) WiFi 7 upgrades for the Pro-series models. As 

many upgrades are for the Pro-series, we think the premium model sales weighting will grow 

to over 60%, benefiting Apple’s iPhone ASP. We expect iPhone 16 supply chain shipments to 

grow slightly YoY, to 85-90mn units from the component supply chain, and 90-100mn units 

from TSMC, in 2H24F. We expect overall iPhone shipments to decline 2% YoY to 225mn units 

in 2024F, but expect new iPhone 16 shipments of 85-90mn units. We are more positive on 

2025F iPhone shipments growth of 7% YoY, to 240mn units, as we expect new GenAI functions 

to speed up replacement demand on a shortened cycle, versus the 40-41 month current 

average, as seen with Samsung’s (KR) AI smartphone launches in 1Q24. 

Stocks for Action 

With higher adoption of periscope lenses and ultra-wide-angle pixel upgrades, lens 

manufacturers like Largan (3008 TT), with 80% market share, and Genius (3406 TT) will benefit. 

Compeq (2313 TT) will benefit from market share gains in Rigid-Flex PCB (RFPCB) for new 

iPhone 16 models. Zhen Ding Technology (4958 TT) will also see its market share grow by 5-

10% for new models. We also expect TSMC, Hon Hai (2317 TT), Win Semiconductors (3105 TT) 

and Visual Photonics Epitaxy (2455 TT) will see growing iPhone sales in 2025F, on higher 

demand, higher sales weightings of premium models, and WiFi 7 upgrades. 

Risks 

Product demand falls; China policies impact local 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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