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Event 

We believe a strong outlook for cloud and edge AI will drive earnings for IT hardware 
suppliers this year, based on: (1) a positive 2025F PC, smarpthone and server demand 
outlook from US CPU makers Intel and AMD, CSPs Meta, Microsoft, Google and Amazon, 
and smartphone AP supplier Qualcomm; and (2) our recent Taiwan supply chain checks. 

Impact 

2024 PC shipments grew 1.3%; we forecast 6% growth in 2025F. Commercial PC demand 
growth in the US and Japan, and early pull-in amid tariff uncertainty in 4Q24 caused 2024 
shipments growth of 1.3% YoY to 245.4mn units, higher than our estimate. Lenovo (CN), 
Apple (US) and Acer (2353 TT) gained share last year on 4-6% shipments growth. With 
x86-based AI CPU (AMD Ryzen, Intel Lunar Lake) and Microsoft Copilot+ features, 
Windows AI PCs accounted for nearly 10% of 4Q24 PC demand, according to Gartner. The 
market expects AI PC penetration up to 30-40% in 2025F, boosting PC shipments growth 
of mid-single-digits, despite 1Q25F shipments fall of 5-10% QoQ. The termination of 
Windows 10 technical support will also spur PC replacement demand. 2025F gaming PC 
sales will grow on RTX-50 GPU debut in 1Q25F, boosting PC shipments and ASP and 
benefiting Asustek (2357 TT), MSI (2377 TT) and Dell (US). 

2024 global smartphone shipments grew 3.9%; to grow 4.6% in 2025F. On higher AI 
smartphone demand and holiday season promotions in 4Q24, 2024 smartphone 
shipments grew 3.9% YoY to 1.23bn units, beating our forecast by 2.6%. Chinese brands 
Huawei (up 57% YoY), Xiaomi (up 16% YoY) and Vivo (up 12% YoY) outperformed peers 
in 2024, while Apple (US) saw shipments fall 2% but still ranked No.1 worldwide. We 
expect smartphone shipments to grow 4.6% in 2025F on more Gen AI-featured model 
launches. With subsidies in China and new model rollouts, Android smartphone demand 
in 1H25F looks solid, and Qualcomm (US) and Mediatek (2454 TT) guide for stable to 
moderate QoQ sales growth in 1Q25F. Both estimate global smartphone SoC shipments 
to grow around 4% this year, aligning with our forecast. Apple will launch Apple 
Intelligence-enabled SE4 in February, and Apple Intelligence will penetrate more non-
English speaking regions in April, including China, Japan, Korea, France and Spain. 
Coupled with a newly designed slim form factor for iPhone 17 in 2H25F, we expect 
Apple’s iPhone shipments to grow this year following three years of decline, and it will 
maintain the global No.1 smartphone brand in terms of shipments and revenue, 
benefiting lens maker Largan (3008 TT). We estimate foldable smarpthone shipments 
growth of 10% this year, vs. 23% in 2024, with Samsung (KR) and Huawei (CN) the major 
players, and Fositek (6805 TT) the key benefacary. 

2024 server demand up by low single digits; we forecast 10% growth in 2025F. We 
estimate global server shipments rose around 4% last year. Shipments were stable in 
4Q24 on growing general server demand, despite GB200 AI server shipments deferrals. 
Demand from US CSPs outgrew that of China CSPs (down QoQ) on earlier pull-in in 3Q24. 
With the ramp-up of GB200 AI server from February, we expect AI server shipments will 
grow QoQ in 1Q25F, though overall server shipments will decline QoQ. GB200 will see 
significant mass production after 2Q25F and GB300 after 3Q25F. The market expects ASIC 
AI server demand to grow this year, together supporting overall US CSPs’ 2025F capex 
growth to stay high at around 35% vs. 60% in 2024. Based on shipments of 25-30k racks 
for GB200 NVL72 and moderate growth in general server demand, we forecast total 
server shipments growth of 10% in 2025F. We estimate AI server (including GPU and ASIC 
AI) will comprise around 12% of total server shipments this year and contribute over 70% 
of server revenue due to skyrocketing ASP. Taiwanese ODMs Hon Hai (2317 TT) and 
Quanta (2382 TT) are key GB200 AI server assemblers, while Wiwynn (6669 TT) is a major 
ASIC server assembler. We also expect thermal, power, switch and rail kit makers to 
benefit from the AI server demand surge in 2025F. 

Stocks for Action 

Our top PC picks are Asustek, MSI and Dell. In smartphone, we like Apple and Largan, and 
in server, Hon Hai, Quanta, Asia Vital Components (3017 TT), Delta (2308 TT), and King 
Slide (2059 TT) are our picks. 

Risks 

Weak demand; further ASP and margin contraction. 
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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. 

Disclaimer 
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 

Limited (“KGI”) or an affiliate of KGI. Such information shall not constitute investment advice, or an offer to sell, or an invitation, solicitation or recommendation to subscribe for or invest 

in any securities or investment products or services nor a distribution of information for any such purpose in any jurisdiction. In particular, the information herein is not for distribution and 

does not constitute an offer to sell or the solicitation of any offer to buy any securities in the United States of America, or to or for the benefit of United States persons (being residents of the 

United States of America or partnerships or corporations organised under the laws of the United States of America or any state, territory or possession thereof). All the information contained 

in this report is for general information and reference purpose only without taking into account of any particular investor’s objectives, financial situation or needs. Such information is not 

intended to provide professional advice and should not be relied upon in that regard. 

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 

whatsoever for any loss however arising from any use of this report or its contents. This report is not to be construed as an invitation or offer to buy or sell securities and/or to participate in 

any investment activity. This report is being supplied solely for informational purposes and may not be redistributed, reproduced or published (in whole or in part) by any means for any 

purpose without the prior written consent of KGI. Members of the KGI group and their affiliates may provide services to any companies and affiliates of such companies mentioned herein. 

Members of the KGI group, their affiliates and their directors, officers and employees may from time to time have a position in any securities mentioned herein.  


