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Strong earnings growth on liquid cooling transition for AI server             

..    
 
 
 
 
  

Event   

We are positive on the thermal sector in 2025F in light of growing liquid cooling demand from 

GB200 ramp-ups, growing the total addressable market (TAM) value significantly. In addition, 

new RTX-50 series GPUs launched by Nvidia (US), and commercial PC replacement demand, 

will boost vapor chamber (VC) adoption, boosting ASP and gross margin. 

Impact 

Benefits from GB200 liquid cooling shipments ramp-up. We expect the liquid cooling sales of 

several Taiwan thermal plays will more than double next year, based on recent comments by 

Nvidia’s CEO Jenson Huang regarding “insane” demand for AI servers with powerful GB200 

NVL72 designs, coupled with Vertiv’s (US) forecast of a liquid cooling sales CAGR of 35% in 

2024-27F. Major beneficiaries include Asia Vital Components (AVC; 3017 TT, NT$626, OP), 

which will handle most US CSP GB200 orders for shipments of cold plate modules, fan doors, 

chassis, and manifolds with quick disconnectors (QD), looking to ramp up after 2Q25F. Other 

beneficiaries are Auras Technology (3324 TT, NT$652, OP), which will ship cold plate modules 

and manifolds to US CSPs and server brands after 2Q25F, and Delta Electronics (2308 TT, 

NT$406, OP), which will ship cold plate modules, fans, sidecars and coolant distribution units 

(CDU) to US CSPs next year. According to our channel checks, 50-60k racks of GB200 NVL36/ 

72 servers will be shipped in 2025F, and we estimate 72-126 units of cold plates will be 

required for each one (six units for a compute tray, two units for a switch tray), with ASP of 

US$200-400 per unit. Rack manifolds will require 50-60k pairs (two units) each, with ASP of 

close to US$8,000, plus 80-90 pairs of QD, with ASP of around US$50/ pair. 50-60k NV36/72 

racks will require 50-120k sidecars (liquid to air, L2A, 1 NVL36/ 72 rack for 1-2 sidecars), with 

ASP of US$40-60k, including 16 units for each sidecar fan door, with ASP of US$80, and 177-

249 fan units for each NVL36/ 72 rack, with ASP of US$6-16. The TAM for these liquid cooling 

components is estimated to be US$4-13bn, or NT$130-420bn, depending on different designs, 

which represents a huge business opportunity for the thermal industry. Despite strong 

competition in the liquid cooling component market, these firms have been awarded orders. 

Margin expansion on better product mix in 2025F. We have identified five key drivers of 

thermal plays’ sales and gross margin in 2025F. First, AI server demand growth, particularly 

for GB200 mass production, will fuel liquid cooling sales expansion. We estimate liquid cooling 

sales weightings to be at 20% for AVC in 2025F, 30-40% for Auras, and 5-10% for Delta. 

Secondly, the total server sales growth of these three firms will rebound to over 40% in 2025F 

on AI server sales, benefiting gross margins for the firms. Thirdly, commercial PC will see 

replacement demand, with VC adoption increasing. Fourthly, a new gaming GPU series (RTX-

50) will be launched in 1Q25F, and VC adoption will grow on over 30% higher thermal design 

power (TDP) versus RTX-40 GPU, to 400-600 watts. Finally, we expect the iPhone 17 Pro series 

to have first-time slim VC adoption, upgrading from the graphite used for the last several 

generations. These business opportunities will drive up thermal product ASP and gross 

margins in 2025F. We expect the gross margins of AVC, Auras and Sunonwealth Electric 

Machine (2421 TT, NT$98.9, OP) to rise to 25%, 29% and 29%, respectively, next year, boosting 

2025F EPS to NT$31.61 (up 48% YoY), NT$38.3 (up 74% YoY), and NT$7.23 (up 24% YoY). 

Stocks for Action 

We are positive on the Taiwan thermal sector, and forecast thermal companies’ 2025-26F EPS 

to grow strongly. Near term, we estimate 4Q24F sales of AVC will grow 6% QoQ, while those 

of Auras and Sunonwealth will be more moderate at 2-3% QoQ, as CSPs’ GB200 liquid cooling 

order wins by AVC and 3D VC for Hopper AI server orders will continue in 4Q24F. We expect 

these firms’ sales and earnings to rally after 2Q25F on GB200 mass production, boosting liquid 

cooling sales and EPS. Our target price for AVC is NT$885, for Auras NT$990 and for 

Sunonwealth NT$130. All are rated to Outperform. 

Risks 

Material price increases; NT-dollar appreciation; weak demand for servers and gaming NB. 
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