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2Q24 EPS beat; good recovery of margins in 2H24-2025F           

..     Event 

Wistron posted 2Q24 EPS of NT$1.55 (up 35% YoY and 25% QoQ), beating our recent 
estimate on better-than-expected non-operating profit. We see a bright 3Q24F growth 
outlook on solid server sales, and 2H24-2025F earnings growth will be strong on expansion 
of margins. 

Impact 

2Q24 EPS beat. 2Q24 EPS was NT$1.55, beating our estimate on better-than-expected 
non-operating profit. Gross margin improved QoQ and YoY to 8.4%, while operating 
margin also rose to 3.6% in 2Q24, due mainly to a better product mix, despite recognition 
of a NT$1.0bn operating expense impact (0.4-0.5ppts) from the shutdown of the 
Kuanshan, China plant. Improved margins came on the back of a better product mix, with 
server sales contribution up to 44% in 2Q24 from 38% in 1Q24, and iPhone sales 
contribution at a non-loss-making level. Coupled with forex gains of NT$1.0bn and asset 
disposal gains of NT$552mn, 2Q24 EPS arrived at NT1.55, while 1H24 EPS was NT$2.79 (up 
127% YoY). 

Positive 3Q24F sales & margin trends. We think the 3Q24F outlook is positive, driven by 
server sales growth, and we expect NB, desktop, and monitor sales to grow by single digits 
QoQ on positive seasonality. We forecast 14% QoQ sales growth, with server up over 20% 
QoQ for both Wistron and subsidiary Wiwynn (6669 TT, NT$1,965, OP) in 2Q24 due to 
several projects kicking off. Wistron will benefit from an AI baseboard (H100, H200) sales 
rally, boosted by Tesla (US) and X (US) demand, and L6 shipments growth to Dell (US). 
Wiwynn will benefit from ASIC AI server demand from Meta (US) and AWS (US). Wistron’s 
operating margins will rise in 3Q24F on a higher server sales mix and stronger EPS QoQ. 
We forecast 4Q24 EPS to grow QoQ and estimate 2024 EPS at NT$6.2 (up 52% YoY) on 
growing margins and better non-operating profit in 1H24. 

Margin uptrend in 2H24-2025F to fuel EPS growth. Wistron will benefit from growing GPU 
baseboard use in H100, H200, and B200 in 2024-25F, with a supplier allocation of over 
90%, and from GB200 Superchip compute boards with a 40-50% supply allocation in 
2025F. Also, AI server orders from Dell (US) will grow next year. It will thus expand capacity 
in Hukou (Taiwan), Texas (US) and Mexico. Together with decent sales growth at Wiwynn, 
these factors will lead to server sales contribution rising from 46% in 2024F to 55% in 
2025F, vs. 35% in 2023. Along with reduced loss-making business this year, we expect 
gross and operating margin expansion in 2H24-2025F to trigger EPS growth. We forecast 
operating margin to reach 3.9% in 2024F and 4.6% in 2025F, from 3.2% in 2023. We 
estimate 2025F EPS at NT$8.85, up 43% YoY. 

Valuation & Action 

We maintain Outperform and a target price of NT$150, on 20x average 2024-25F EPS, 
given impressive margins and EPS growth and an attractive valuation. 

Risks 

Weaker-than-expected demand; competition in AI server market. 
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