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Order outlook solid; margins in uptrend              

 Event 

3Q24 sales growth was stronger than expected at 16% QoQ and 21% YoY. We expect 
to see gross and operating margin expansion in 3Q24F on a better product mix, while 
sales and margin uptrends will be intact in 4Q24F. 

Impact 

Air cooling driving 2H24F sales; liquid cooling sales to double in 2025F. Asia Vital 
Components (AVC) is one of two 3D VC suppliers for Hopper AI server, and it expects 
2.0-2.5mn units to be shipped in 2024F. 3D VC capacity start-up in Vietnam will ensure 
shipments increase to over 3mn units in 2025F, also serving Blackwell 300A Ultra’s air 
cooling needs after 2Q25F. Meanwhile, AVC has GB200 liquid cooling orders from 
several US CSPs such as AWS, Meta, Google and Microsoft, and will commence 
shipments of cold plate module, chassis and fan first, later moving to rack manifold 
(with quick disconnector (QD)) and coolant distribution unit (CDU). We estimate the 
sales contribution of liquid cooling will rise from around 3% in 1H24 to 5-10% in 2024F, 
and further to 15-20% or more next year, assuming contribution from CDU, manifold, 
and Fositek’s (6805 TT, NT$813, OP) QD module sales, spurred by capacity expansion 
in Vietnam. We expect the server-related sales weighting to top 40% in 2025F from 
around 36% this year, boosting margin uptrends in 2025F. 

Decent 3Q24F sales & earnings; 4Q24-2025F uptrends intact. We think stronger-
than-expected 3Q24F sales will cause earnings upside, due mainly to the expansion of 
gross, operating and pretax margins on a better product mix and increased sales. We 
forecast gross margin to go up to 23.8% and operating margin to 16.3%, and we raise 
3Q24F EPS to NT$6.04. AVC guides 4Q24F sales to grow 5-10% QoQ, and we expect 
some liquid cooling sales contribution from GB200 in 4Q24F will boost margin 
uptrends. Our 2024F EPS is revised up to NT$21.4 (up 52% YoY). Based on orders from 
most US CSPs for GB200 liquid cooling products, management is also positive on the 
2025F sales growth outlook. We forecast sales to grow 34% next year, with server-
related sales up to 45-50%, including thermal module, fan, chassis, rail kit and QD on 
growing AI server demand. We expect AVC to benefit significantly from the GB200 AI 
server boom, and we raise 2025F EPS to NT$31.61 (up 48% YoY). 

Valuation & Action 

Our target price is raised from NT$830 to NT$885, based on 28x 2025F EPS. We 
maintain our Outperform rating. 

Risks 

Weak PC and server demand; NT-dollar appreciation; rising raw material costs. 
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