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2Q24 margins beat; cloud & iPhone sales drivers in 2H24F      

  Event 

Hon Hai posted 2Q24 EPS of NT$2.53, beating consensus on better-than-feared margins. 
Management is positive on cloud and component sales growth in 2H24F, with increased 
AI server and high-margin component sales driving earnings growth. 

Impact 

2Q24 margins beat. 2Q24 EPS of NT$2.53 was up by 6% YoY and 59% QoQ, due to gross 
margin of 6.4% and operating margin of 2.9%, which were each up YoY and QoQ. Margins 
improved on stronger-than-expected sales, a better product mix, and favorable forex. 
Thanks to AI server sales (40% of server sales) growth of 60% QoQ and 200% YoY in 2Q24, 
cloud and networking sales grew 52% YoY and 33% QoQ, with a sales weighting of 32% in 
2Q24, versus 28% in 1Q24 and 25% in 2Q23. Component sales also enjoyed robust growth 
of 41% YoY and 40% QoQ, and were 7% of total sales in 2Q24, up from 6% in 1Q24 and 
2Q23. High-margin component sales growth offset the margins impact from AI server sales 
growth, causing 2Q24 EPS to beat consensus, but miss our forecast due to lower non-
operating income. 1H24 EPS arrived at NT$4.12, up 25%. 

Cloud server, components & CE sales rebound in 2H24-2025F. Hon Hai is positive on 
3Q24F sales, expecting over 15% YoY growth in cloud server/ networking and component 
sales. Consumer electronics (CE) and components sales will grow by over 15% QoQ, given 
new iPhone launches triggering mechanical and optical lens sales in 3Q24F. 4Q24F sales 
will also grow QoQ on positive seasonality. However, we expect lower margins in 2H24F, 
given an unfavorable product mix. The firm has not changed its 2024F sales target, for 5-
14% YoY sales growth, and AI server and component sales will be the key catalyst. To 
reflect 2Q24 results, our 2024F EPS is adjusted to NT$11.25, up 10% YoY. With AI server 
sales trending up, and sufficient supply from Nvidia (US), H100 and H200-related sales in 
2H24F and GB200 and GB200A-related sales in 2025F will cause cloud server sales to grow 
to NT$3.1tn in 2025F, comprising 35-40% of total sales, versus 25-30% in 2024F. 
Management expects GB200 AI server sales to begin in 4Q24F. In addition, higher iPhone 
demand should benefit CE sales growth, as the firm stands to benefit from stable order 
allocations owing to its production site diversification. We slightly raise our 2025F EPS to 
NT$15.26, up 36% YoY. Despite gross margin dilution from AI server sales, we expect stable 
operating margin, at 3%, to drive EPS growth in 2025F. 

Valuation & Action 

Our target price is revised from NT$270 to NT$265, based on 20x 2024-25F EPS, based on 
a 2023-25F EPS CAGR of 16%. Maintain Outperform. 

Risks 

Slow EV orders and component development; weakening global demand. 
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All the above named KGI analyst(s) is SFC licensed person accredited to KGI Asia Ltd to carry on the relevant 

regulated activities. Each of them and/or his/her associate(s) does not have any financial interest in the 

respectively covered stock, issuer and/or new listing applicant. 
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All the information contained in this report is not intended for use by persons or entities located in or residing in jurisdictions which restrict the distribution of this information by KGI Asia 
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Some of KGI equity research and earnings estimates are available electronically on www.kgi.com.hk. Please contact your KGI representative for information. The information and opinions 

in this report are those of KGI internal research activity. KGI does not make any representation or warranty, express or implied, as to the fairness, accuracy, completeness or correctness of 

the information and opinions contained in this report. The information and opinions contained in this report are subject to change without any notice. No person accepts any liability 
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