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Rising AI server sales to boost EPS       

 Event 

Wiwynn held an investor call for business updates. 

Impact 

2Q24 results missed on higher operating expenses & taxes. 2Q24 EPS was NT$26.85, up 
80% YoY but flat QoQ, slightly missing consensus and our forecast, due to higher 
operating expenses and a higher tax rate. Gross margin of 10.8% was in line with our 
forecast. Though 2Q24 revenue grew 11% QoQ, several new projects increased R&D 
expenses, causing the operating expense ratio to rise to 2.8%, versus 2.7% in 1Q24. 
Operating margin came in at 8%, down QoQ, and missed our forecast. 1H24 EPS was 
NT$53.77, up 59% YoY. Management said AI server sales were 25-30% of total sales in 
2Q24, up from below 20% in 1Q24, and mainly derive from ASIC AI projects. The firm 
expects AI server sales to rise in 2H24, and maintains a target of a close-to-50% AI server 
sales weighting in 4Q24, but Blackwell GPU supply will be a key swing factor. 

Strong 2H24F AI server sales growth guided. Inventory value increased by 43% QoQ in 
2Q24, which implies more orders for component preparation in the near-to-medium 
term. Management said general server sales were better than expected in 1H24, and 
guides flat HoH general server sales. We expect 2H24F sales to grow by over 40% HoH, 
on AI server sales growth. New ASIC and GPU AI server projects for Meta (US) and AWS 
(US) will boost 2H24F sales. We maintain our expectation that AI server sales will be 30-
35% of 2024F sales, and be over 50% of sales in 2025F. However, to reflect higher 
operating expenses and EPS dilution after a GDR issuance (see below), we revise down 
2024F EPS to NT$125.64, up 88% YoY. 

New client for 2025F AI projects. With AI ASIC server sales growth in 2H23-1H24, and 
GPU projects in 4Q24-2025F, along with different buy-and-sell or consignment models 
for GPUs in AI projects in 2025F, we expect mixed results for sales and gross margin. We 
currently think gross margin will stay at a better-than-expected 9.9%, up from our 
previous estimate of 8.7%, but 2025F sales growth will be lower than our previous 
estimate, as some project’s ASP exclude GPUs. We expect gross margin to be higher for 
ASIC projects than for GPU projects, but the firm’s quotation model adjustment should 
stabilize profits. We anticipate three major US CSP clients (Meta, Microsoft and AWS) will 
have a more balanced sales weighting in 2024-25F, and a new client is likely to 
contribute more significantly to 2025F sales. To fulfill capital requirements for AI server 
orders, the firm recently issued an ECB (US$600mn) and a GDR (US$836.55mn) in order 
to ensure sufficient working capital and expand production in Mexico, Malaysia and 
Taiwan. On more shares outstanding from the fund raising, we revise down our 2025F 
EPS forecast to NT$160.57, up 32% YoY. 

Valuation & Action 

Our target price is maintained at NT$3,020, based on 22x fully-diluted average 2024-25F 
EPS. On positive sales and EPS trends, we maintain our Outperform rating. 

Risks 

Weak general server demand; clients delay data center expansions. 
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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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needs. Such information is not intended to provide professional advice and should not be relied upon in that regard. 

Some of KGI equity research and earnings estimates are available electronically on www.kgi.com.hk. Please contact your KGI representative for information. The information and 
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participate in any investment activity. This report is being supplied solely for informational purposes and may not be redistributed, reproduced or published (in whole or in part) by any 
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