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2Q24 EPS beat consensus; more stable margin outlook      

  Event 

Gigabyte posted 2Q24 EPS of NT$4.66, below our projection but higher than consensus. 
Despite July sales decline of 17% MoM, we expect growing 3Q24F sales QoQ on a stable 
server sales uptrend and growing graphics card and motherboard sales. 

Impact 

2Q24 EPS below our projection but higher than consensus. 2Q24 EPS was NT$4.66 (up 
46% QoQ and 233% YoY), better than consensus but slightly lower than we expected due 
to higher operating expenses. Gross margin of 10.8% was better than our projection, but 
a higher-than-expected operating expenses ratio of 5.6% led to a lower operating margin, 
mainly on higher personnel expenses. Based on a server and networking sales weighting 
of 67% in 2Q24 (vs. 56% in 1Q24), its server gross margin showed some improvement QoQ 
in 2Q24, while operating expenses will appear under control. Overall in 1H24, EPS arrived 
at NT$7.84, up 160% YoY. 

Positive 3Q24F sales outlook. Despite a July sales decline of 17% MoM, with server sales 
falling 20-25% MoM, the firm doesn’t think this will continue and see a server sales 
recovery in August-September. Coupled with positive seasonality for graphics card and 
motherboard, overall 3Q24F sales should grow QoQ. 3Q24F cloud server and networking 
sales look to grow by low single digits QoQ and 4Q24F will be the peak, we believe, 
boosting the overall sales uptrend. We forecast server and networking sales to grow to 
NT$185bn in 2024F, and to over NT$200bn in 2025F, with a respective sales weighting of 
65% and 65-70%, up from 39% in 2023, spurred by more channel and enterprise clients 
with demand for H200, B100, B200 and GB200 AI GPU server. 

Operating margin to stabilize in 2H24-2025F. As Gigabyte’s server client and model 
portfolio will be healthier and diversified going forward, we expect certain developments 
to help stabilize operating margin, namely: (1) client mix diversification, from 80% of 
server sales going to the top 20 clients, to a server client base between 300-400; (2) a rise 
in liquid cooling design penetration; (3) more product type offerings with some for L11 
rack (more complex design, better gross margin), with local assembly site support in 
Holland and Malaysia; and (4) on-site service and more solution-based sales, like the 
Gigapod. With new graphics cards, the RTX-50 gaming series, to launch by 4Q24F, graphics 
card and motherboard demand should rise in 2025F. We thus expect gross margin to be 
more stable at 10-11% in 2024-25F, and higher sales should result in a stable operating 
margin of around 5%. We generally maintain our forecasts, and expect 2024F EPS of 
NT$18.03, up 142%, while 2025F EPS is NT$20.43, up 13%. Some revisions reflect higher 
operating expenses. 

Valuation & Action 

We maintain Outperform on an attractive valuation, and our target price is slightly 
adjusted from NT$348 to NT$345, on 18x average fully-diluted 2024-25F EPS. 

Risks 

Tight server GPU supply, weak motherboard and graphics card demand. 
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