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Brighter 2024-25F AI server sales prospects       

..  Event 
Inventec reported 2Q24 sales growth of 18% QoQ and YoY, beating consensus and our 
estimate. The firm guides more moderate QoQ sales growth in 3Q24F. 3Q24F sales are 
likely to be the peak in 2024F. 
Impact 
Server sales beat leads to better-than-expected sales growth in 2024F. In 2Q24, Inventec 
registered notebook shipments growth of 9% QoQ, to 4.9mn, beating guidance, due to 
earlier pull-in of gaming notebooks and re-stocking demand. Server sales also beat 
guidance, with growth of 20-21% QoQ or 30% YoY, due to better-than-expected demand 
from China and US CSPs, with a higher AI server sales weighting thanks to better GPU 
availability. These factors caused overall 2Q24 sales to grow by 18% QoQ and YoY, stronger 
than we had expected. We expect the firm’s server sales weighting to rise to 45% in 2Q24, 
and higher in 3Q24F, which would boost gross margin. Higher server sales will continue in 
3Q24F, though QoQ growth will be measured against a high base. China cloud sales of rack 
shipments likely peaked in 2Q24, while 2H24F AI server shipments will be mostly of 
motherboards to US CSPs. With flat QoQ growth for 3Q24F NB shipments, management 
guides 3Q24F sales to be the annual peak, and we expect 5% QoQ and 19% YoY sales 
growth, but 4Q24F sales should also be strong. Based on higher guidance, of single-digit 
YoY sales growth for enterprise (30-40% of server sales), 10% YoY sales growth for China 
CSPs (10-15%) and double-digit YoY sales growth for US CSPs (50%) in 2024F, we revise up 
server sales growth for 2024F to 30-35% from 25%, and raise 2024F total sales growth to 
18% from 13%. Our 2024F EPS is revised up by 5% to NT$2.82 (up 65% YoY) with improving 
margins on the back of a better sales mix. 
New clients & more L10 shipments to fuel 2025 server sales growth. The firm expects 
new US CSP clients to fuel 2025F server sales growth. In addition, some projects for 
enterprise clients and CSPs will upgrade to L10 shipments from the current L6, pushing up 
ASP. Some clients also enlist corporate partner ZT (US) to assemble the systems or racks. 
2024F AI server sales will be mostly of H100, H200, L40, and B40 GPU designs, but designs 
will diversify from the mainstream in 2025F, including GB200 designs in MGX, such as Ariel 
motherboards, which support one Grace CPU and one Blackwell GPU in NVL36 designs, 
transformer designs with GB200 and B200 integration, and B100 or B200 GPUs in UBB or 
PCIe designs. B100 shipments will begin at end-4Q24F, while B200 and GB200 server 
products will enter into mass production in early 2025F. With growing AI server sales, new 
clients, and a higher weighting of L10 shipments, we revise up 2025F sales to 20% YoY 
growth, and raise 2025F EPS to NT$3.55, up 26% YoY. 
Valuation & Action 
Our target price is raised from NT$62 to NT$64, on 20x 2024-25F average EPS. On the back 
of brighter AI server sales and EPS growth, we maintain Outperform. 
Risks 
Inflation impacts end demand; cost increases weigh on gross margin. 
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