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Launches of iPhone 16, AirPods 4, & Apple Watch 10 took place as expected         

..     
Event 

Apple (US) held a product launch event called “It’s Glowtime” on September 10 to 
showcase the latest iPhone 16 series, AirPods 4, and Apple Watch 10. Most of the 
hardware spec upgrades and retail prices are in line with consensus and our 
expectations, except the display sizes of the iPhone 16 Pro and Pro Max models, 
which are larger than expected at 6.3” and 6.9”, respectively. Apple shares were 
muted during after-hours trading, which we attribute to potential deferral of 
replacement demand as Apple Intelligence will only initially support American 
English. That said, as component spec upgrades and AI features come without a 
markup to retail prices, we stand by our view that total iPhone shipments will grow 
in 2025-26F. 

Impact 

New iPhone specs & retail prices in line. Apple rolled out four iPhone models at the 
product launch event, including the iPhone 16 (6.1”), 16 Plus (6.7”), 16 Pro (6.3”), 
and 16 Pro Max (6.9”). The hardware spec upgrades are largely in line with our 
expectations, including: (1) the 16 and 16 Plus models will adopt the A18, while the 
16 Pro and 16 Pro Max models will adopt the A18 Pro. Both APs are manufactured 
by TSMC (2330 TT, NT$904, OP) using N3 process, and boast better performance 
while power consumption is 30% lower than that of A16; (2) the periscope lens, 
which provides superior optical zoom, is now also available in the 16 Pro model; (3) 
the ultra-wide angle lens of the Pro and Pro Max models has been upgraded to 48M 
pixel from 12M; (4) larger battery capacity; (5) Wi-Fi 7 for all models; (6) memory 
bandwidth is 17-20% larger than that of the iPhone 15 series; (7) camera lenses are 
placed in a vertical line to save space, and a capacitive “camera control” button has 
been added for users to take pictures with just one click. The casings of the 16 and 
16 Plus models will come with three new color options, including pink, ultramarine, 
and teal, while the Pro and Pro Max models also offer natural and desert titanium 
options. Prices are in line, with the iPhone 16, 16 Plus, 16 Pro, and 16 Pro Max models 
starting at US$799, US$899, US$999, and US$1,199, respectively, which are 
unchanged from the iPhone 15 series, despite the aforementioned spec upgrades. 
We believe this marketing strategy bodes well for sell-through. 

Apple Intelligence Beta to be released next month. Apple emphasized again that 
privacy of Apple Intelligence users is of paramount importance to the company. 
Users’ requests are processed by Apple’s Private Cloud Compute, which doesn’t 
require any sort of access to users’ information. The beta version of Apple 
Intelligence will include functions like Writing Tools, New Siri, email summarize, and 
intelligent photo search. It will only support English initially, and other languages will 
be rolled out at end-2024F and in 2025F. Apple Intelligence will be offered to users 
of the iPhone 16 series and iPhone 15 high-end models via a free software upgrade 
in October. Notably, as some of the functions are still undergoing testing, such as Siri 
with ChatGPT 4o, the AI feature won’t be available when the iPhone 16 series is 
officially launched on September 20. 

Stocks for Action 

We believe the iPhone supply chain will benefit from spec upgrades and shipment 
growth in 2025-26. Our top picks are TSMC, Hon Hai, Largan, Compeq, and Zhen Ding. 
Pre-orders for the iPhone 16 series will start on September 13, before sales begin on 
September 20. We believe investors will pay close attention to pre-orders in the first 
week. 

Risks 

Product demand falls; China policies impact local demand. 
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New AirPods & Apple Watch models are largely hardware spec upgrades. AirPods 
4 will come in two models, with one priced at US$129, and the other, which provides 
active noise cancellation (ANC), at US$179. The retail price of the basic model is 
lower than the price of US$179 for AirPods 3, and we believe it will be an affordable 
option for replacing AirPods 2 and 3. This pricing strategy is meant to better 
differentiate consumers with those of the Pro models, and we think an increase in 
sales volume will benefit component suppliers like SZS (3376 TT, NT$195, Restricted) 
and Speedtech (5457 TT, NT$46.35, NR). Apple also introduced a new version of 
AirPods Max 2, which still carries the H1 chip and is priced at US$549, the same as 
the previous version. The newly launched Apple Watch 10 and Apple Watch Ultra 2 
will come with the S10 processor and S9 processor, respectively, with new features 
like sleep apnea detection, which is in line with market expectation, and a water 
temperature sensor in a bid to provide a better user experience underwater. The 
Apple Watch 10 display has been expanded to 42/46mm. Overall, spec upgrades 
represent the primary selling points for the new AirPods and Apple Watch models, 
and the marlet expects sales of AirPods and Apple Watch to be flattish in 2024-25F. 
Luxshare (CN) is the primary assembler of AirPods, while Hon Hai and Compal (2324 
TT, NT$32.65, NR) are the main assemblers of the Apple Watch. 

New product launches favorable to iPhone supply chain. We estimate shipments of 
components for the iPhone 16 series will rise slightly YoY to 85-90mn units in 2H24, 
and full-year shipments of iPhones will likely fall 2% YoY to 225mn units in 2024F. 
Despite the fact that Apple Intelligence isn’t launched simultaneously with the 
iPhone 16 series, we believe the generative AI feature will still stimulate demand, 
consequently shorten the replacement cycle from the current average of 40-41 
months. We estimate total iPhone shipments will grow 7% YoY to 240mn units in 
2025, with a higher penetration rate of periscope lens and a pixel upgrade for the 
ultra-wide angle lens will benefit lens makers like Largan, which has around 80% 
market share, and Genius. Compeq is set to gain market share in the iPhone 16 series 
with its RFPCB, while Zhen Ding’s PCB order allocation for the new models could also 
grow 5-10%. Rising consumer demand, upgrade to Wi-Fi 7, and a higher sales 
weighting of high-end models are also growth drivers for TSMC, Hon Hai, and Win 
Semi in 2025, as sales contribution from iPhones keeps rising. 
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