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4Q24F EPS likely to miss, but AI strength intact            

..     Event 

Delta Electronics Thailand (DET) reported lackluster 4Q24 net earnings of Bt2.16bn, down 

64% QoQ, as gross margin dipped 5.1ppts QoQ to 22.5%, indicating that Delta Electronics’ 

4Q24 earnings could miss as well. 

Impact 

Headwinds in 4Q24F. DET’s 4Q24 earnings miss was attributable to rising material costs, 

data center product rebates, defective goods provisions and auto weakness (low UTR and 

inventory write-offs). Delta’s 4Q24 revenue came in at NT$114.2bn (DET accounted for 

35%), up 2% QoQ but below our estimate by 2%, on delays in AI server PSU and liquid 

cooling shipments, which could also lead to an unfavorable product mix. We trim Delta’s 

4Q24F gross margin to 31.5%, and accordingly lower 2024F EPS by 8% to NT$14.26. 

AI-powered 2025F revenue growth on track. We expect 1Q25F revenue to outperform 

normal seasonality thanks to increased liquid cooling shipments, which represented more 

than 5% of January revenue, up from 1% in 4Q24. We raise our 2025F liquid cooling sales 

weighting from 3% to 4-5%, and expect a ramp of Nvidia (US) GB200 rack assemblies by 

ODMs to drive AC-DC AI server PSU sales throughout the year. More deployment of ASIC 

servers could provide upside to DC-DC power module sales. We project AI server sales 

weighting of 13-14% in 2025F, up from 6% in 2024F, boosting 2025F revenue growth to 

16% YoY, despite prolonged weakness in other sectors, particularly mobility. 

2025F EPS trimmed by 5%. DET guides a higher tax rate (only 4% in 2024) going forward, 

due to the implementation of a global minimum tax (GMT) by the OECD, which would be 

partially offset by the effect of less minority income appearing on Delta’s financials. We 

trim 2025F gross margin by 1.0ppt, but expect revenue growth to outpace opex growth of 

11%. 

Valuation & Action 

We maintain Outperform and lower our 12M target price to NT$485, based on 27x 2025F 

EPS (target PE unchanged). We think short-term share price volatility on a likely earnings 

miss will provide good entry point, as Delta’s high value proposition in the AI server supply 

chain has not changed. The firm will announce its 4Q24 results on February 26, with an 

analyst meeting held the following day. 

Risks 

Macro headwinds; AI server supply chain constraints. 
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