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Margins outlook reset on AI server boom       

  Event 

Gigabyte reported 1Q24 EPS of NT$3.18, beating our forecast and consensus on much 
stronger operating margin. Management is positive on server sales growth from B100, 
B200, and GB200 product launches in 2025F, but we expect the visibility for channel clients 
is shorter than for hyperscale CSPs in the product ramp-up schedule. 

Impact 

1Q24 EPS beat on solid operating margin. Gigabyte posted 1Q24 EPS of NT$3.18, up 50% 
QoQ and 98% YoY, beating consensus and our estimate on much stronger operating 
margin of 5.6%, versus 3.3% in 4Q23. Gross margin of 11.3% was slightly lower than we 
had expected, but higher QoQ, and we think higher margin on graphics cards offset lower-
margin AI server sales hike (server sales contribution of 56% in 1Q24, versus 51% in 4Q23). 
With lower-than-expected operating expenses, due to good cost control and higher sales, 
operating margin and EPS beat our forecast and consensus. 

Cloud server sales positive in 2Q24-2H24F. The firm expects the cloud sever business to 
be the main sales growth driver in 2Q24F, while motherboard and graphics card sales will 
drop QoQ, given weak seasonality. Based on strong April sales of NT$28.5bn, 70% of which 
is from cloud server sales, we expect 2Q24F server sales will achieve 50% QoQ growth, 
causing overall 2Q24F sales to grow by 28% QoQ, better than our previous estimate. 
However, we expect declining gross and operating margin on an unfavorable product mix 
in 2Q24. The firm reported strong AI server sales growth, but soft general server demand. 
Gigabyte’s AI server sales weighting was over 60% in 2023 (NT$30-32bn), over 75% in 
1Q24 (NT$23bn), and will be higher in 2Q24F, on client additions in Europe and Asia for 
H100 solutions. The firm’s top-20 AI clients comprise over 80% of total AI sales, which 
relatively diversified due to the firm’s channel client base. On better-than-expected 1H24F 
server sales, we revise up our 2024F server sales forecast by 60% to NT$170bn, with a 
sales contribution of 60% and an AI server sales weighting of 75-80% of total server sales. 
As for the next generation GPUs from Nvidia (US), Blackwell, Gigabyte said it is preparing 
B100, B200, and GB200 designs and is undertaking product design-in or sending samples 
for clients. GB200 projects have rack level designs, with more complicated product 
development, including system and thermal solution integration, and most CSPs have 
order placements for 2025F. We think it will take a longer time for channel clients to 
develop and adopt B100 and GB200 designs. We currently expect Gigabyte’s 2025F server 
sales to grow modestly, from a higher 2024F base. However, new RTX-50 graphics card 
GPUs will likely launch in 4Q24F, boosting 2025F graphics card sales growth. We revise up 
our 2024 EPS forecast to NT$16.11, up 116% YoY, to reflect stronger sales and operating 
margin, and our 2025F EPS is also revised up to NT$18.73, up 16% YoY. 

Valuation & Action 

We maintain Outperform but trim our target price from NT$355 to NT$348, on a lowered 
target PE to 20x average 2024-25F EPS, given more moderate 2025F EPS growth. 

Risks 

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