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Event 

The US government will place reciprocal tariffs on the “dirty 15 countries”, which are 
expected to take effect on April 2. Mexico, Canada, and China already face US tariffs, 
while Taiwan, Vietnam, and India may also have tariffs imposed by the US government. 

Impact 

Servers. After Trump took office in January, he discussed imposing a 25% tariff on imports 
from Mexico and 20% on those from China. Currently, the US government has delayed 
the implementation of tariffs on imports from Mexico until April 2. Meanwhile, reciprocal 
tariffs may also be imposed on the US' top 15 trading partners, labeled “the dirty 15”, 
including several countries with server production sites, such as Taiwan and Vietnam. In 
order to meet client demand, US production sites have become necessary for tech 
companies. As such, we have seen some IT hardware firms announce new production 
sites or rising investment in the US, including Wiwynn (6669 TT), King Slide Works (2059 
TT), and Hon Hai Precision (2317 TT). Although manufacturing costs in the US are 
uncompetitive, the ability to meet client demand for manufacturing flexibility is the main 
priority. We believe opex will increase in the coming years. In the near-term, we have 
seen early pull-in for server shipments in February-March. Taiwan’s server ODMs account 
for over 90% of global server motherboard production, and over 80% of server assembly, 
with motherboards mostly manufactured in Taiwan and China, and assembly in Mexico, 
Southeast Asia (i.e. Vietnam, Thailand, Indonesia), Taiwan, the US, and the Czech 
Republic. According to the International Trade Centre (ITC), US server import value was 
67% from Mexico in 2024 and 26% from Taiwan (Figure 1), with Taiwan’s value growth at 
110% due to rising AI server demand. Currently, ODMs have production sites in Mexico 
to meet demand from North America (33% of global demand in 2024), and have 
expanded Southeast Asian production sites to meet demand from Asia (7%), with 
production in China to meet local demand (35%). If the US imposes tariffs on Mexico, or 
further on Taiwan and Vietnam, it will have a negative impact on server costs. As a result, 
most server ODMs have announced capacity expansion in the US (Figure 5). California 
and Texas are the key regions for assembly sites as they’re near Mexico and close to data 
center clusters. To mitigate rising costs, automation of production lines will be crucial. 
Tariffs and rising costs (labor and overhead) for servers made in the US can be passed on 
to clients via price, but additional capacity expansion will still result in a rising financial 
burden for the supply chain. 

PCs. NB ODMs and component firms have expanded non-China capacity in Southeast 
Asia, especially Thailand and Vietnam (Figure 3) since 2018, during the first round of 
Trump-imposed tariffs on China. By brand, Apple (US) suppliers, such as Hon Hai and 
Quanta (2382 TT), have built capacity in Vietnam for MacBooks and wearable devices. 
Dell (US) and HP (US) have accelerated their capacity shift to Southeast Asia. 
Motherboard and graphics card makers have also moved production from China to 
Taiwan in recent years, and Taiwan is ranked the No.1 importing region to the US in 
graphics cards, with a share of 59% in 2024 (Figure 2), vs. second place Mexico at 24%. 
We think if additional tariffs are imposed on imports to the US from Vietnam and Taiwan, 
rising costs reflected in higher product prices will weigh on demand, negatively impacting 
the supply chain.  

Smartphones. Apple aims to increase iPhone manufacturing allocation in India, a “dirty 
15” country. Hon Hai, Pegatron (4938 TT), and Tata (IN) have set up capacity in India for 
the iPhone, and India will play an important role for iPhone demand outside of China in 
the future. If tariffs are imposed, rising retail prices will dampen demand growth.  

Stocks for Action 

We believe the impact of US tariffs on PCs and smartphones will be more than that on 
servers as consumer products are more price sensitive. We expect uncertainties will lead 
to a lukewarm share performance for IT hardware plays.  

Risks 

Weak demand; manufacturing and financial cost increase. 
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