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Apple’s new orders are a positive, but yet to be finalized              

..     Event 

According to Bloomberg, Apple (US) plans to include MediaTek as a modem supplier for 
its next-generation Apple Watch. The deal would further reduce Apple’s reliance on Intel 
(US), which previously developed processors for Mac computers. This deal would mark the 
first time Apple would use a major component from MediaTek. 

Impact 

Apple plans to diversify modem suppliers for the Apple Watch. According to our industry 
checks, we believe 5G modem supply from MediaTek has yet to be finalized, but MediaTek 
will likely be included as a 4G modem supplier for the Apple Watch Ultra. Intel is currently 
the sole supplier for the Apple Watch, while Qualcomm (US) is the sole supplier for the 
iPhone. Despite details being unconfirmed, Apple’s intention to diversify its modem 
suppliers is obvious. We believe this is a positive for MediaTek, but we have not yet 
factored the news into our earnings forecasts. 

Apple Watch modem business to contribute 1.5-2.0% of sales in 2025F. Apple shipped 
41mn Apple Watch units in 2023, with the Ultra accounting for 34% of shipments. 
However, the weighting of Ultra shipments fell to 20% in 2024 due to no refresh of the 
product line. Assuming the midpoint of Apple Watch Ultra shipments is around 10mn units 
per year with 4G modems, we expect this deal to contribute 1.5% of MediaTek’s sales in 
2025, or 2.0% if including 5G modems. However, we only know Apple intends to diversify 
its supply chain, but many details for this deal remain uncertain. 

Order continuity remains a question mark. Apple plans to utilize its self-developed 
modem and RF chips for the iPhone over the long term. Starting with the iPhone SE4 in 
1Q25, and then likely the iPhone Slim in 3Q25, we expect Apple to eventually adopt its 
self-developed modem across all product lines. Assuming MediaTek gradually replaces 
Intel as a modem supplier for the Apple Watch, Apple may still intend to eventually use its 
self-developed products, so order sustainability for MediaTek remains uncertain. 

Valuation & Action 

We remain positive on MediaTek as new non-smartphone products (particularly AI) will 
drive 2026F sales growth. New Apple Watch business would be a positive and milestone 
for MediaTek, despite limited sales contribution in 2025F. We maintain Outperform and 
our target price of NT$1,700, based on 20x (cycle peak) 2026F EPS, as we estimate 2026 
revenue growth will return to 20% YoY. We will review our model once we have more 
details about new Apple business. 

Risks 

Smartphone shipments decline; slow progress of AI chips. 
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