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Promising future for AI; telecoms to trough         

..    
 
 
 
 
  

Event   

End-demand from telecom operators nearly bottomed; demand for infrastructure remains 

sluggish. Ericsson (SE) and Nokia (FI) revealed their 2024 outlooks in 1Q24 analyst meetings. 

Nokia suggested fixed-access business has recovered since 4Q23, that internet infrastructure 

business will resume growth, and that the mobile network market demand will stay in the 

doldrums in 2024. Similarly, Ericsson believes global 2024 RAN demand will remain weak and 

miss consensus of a 4% YoY decline. Cisco (US) stated demand from telecoms and consumer 

clients will remain lukewarm, but signs of a recovery are emerging. As demand from campuses 

and data centers has been relatively positive, the firm expects inventory adjustment from 

clients to come to an end before end-FY24 (FY ends July), echoing Broadcom’s (US) view that 

demand will trough in 2Q24. US telecom operators, such as Verizon, AT&T, T-Mobile, and 

Comcast, are focused on fixed-access related business, and we thus believe inventory 

correction for telecoms’ fixed-access-related products is in its later stages. 

Demand for AI remains robust; 1.6T era in sight. Cisco holds firm to its view that AI-related 

orders will reach US$1.0bn in 2025, and states that it will continue to negotiate with clients 

for more orders. Arista (US) guides that in addition to focusing on AI development, its cloud 

clients have expanded construction for conventional cloud business. Meanwhile, demand 

from telecoms and enterprises has started to recover. Arista also guides AI-related sales will 

reach US$750mn (1Q24 total sales of US$1.57bn) and connect 10k-100k GPUs in 2025. Arista 

and Celestica (US) both believe 800GbE products will be the main spec for high-end switches 

deployed in data centers. Coherent (US) and Lumentum (US) both guide 1.6T related products 

will start to contribute to sales in 2025. Hence, regarding data center networking products, we 

are upbeat about AI-related demand. Demand for conventional data centers is also 

recovering. As specification upgrades continue, 800GbE products will be the mainstream spec 

for high-end switches in 2025F, while an upgrade to 1.6T is also underway. 

Stocks for Action 

For Taiwanese networking operators, Accton Technologies (2345 TT, NT$537, OP) is our top 

pick to benefit from the data center upgrade trend. As telecom operator and enterprise 

demand recovers, we prefer Wistron NeWeb (6285 TT, NT$165.5, OP), as it has multiple sales 

catalysts, such as fixed wireless access (FWA), charging piles, and low-Earth-orbit (LEO) 

satellites. According to 1Q24 results and guidance, we adjust our target prices for Arista and 

Cisco to a respective US$372 (35x 2025F EPS) and US$53 (15x 2025F EPS) and maintain 

Outperform. We maintain Neutral and revise our target price to US$40 on Comcast (2024F 

EPS of US$4). 

Risks 

Disappointing demand for AI, telecom and enterprise clients demand recovery slowdown; 

macroeconomic risks. 
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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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