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Growing AI server contribution, with healthy client & project portfolios       

  Event 

Wiwynn reported 2023 EPS of NT$68.88 (down 15% YoY), with gross and operating 
margins improving YoY. The firm is aiming to diversify its client mix and also expand AI 
server sales with ASIC and GPU designs in 2024-25F, while expansion of SMT capacity and 
assembly lines in Taiwan, Malaysia and Mexico will support growth in the period. 

Impact 

Sales growth QoQ in 1Q24F; more GPU AI server designs in 2H24F. Over 20% of sales 
came from AI in 4Q23, vs. 10-15% in 1Q-3Q23, on the back of ASIC AI projects from 
Wiwynn’s third-largest client, AWS (US). Management said there were no component 
shortages in 2023, such as GPU supply/ CoWoS capacity issues. Thus, with new projects in 
December and late-1Q24F, we expect 1Q24F sales to grow QoQ and be the annual trough. 
With growing AI server demand but falling general server sales given inventory correction, 
2023 gross margin improved thanks to rising NRE-supported value-added AI server 
product designs. Management said AI server sales contribution will increase in 2024F and 
it will have more GPU designs in 2H24F and beyond. We expect GPU AI server to generate 
a lower gross margin than ASIC AI server on different degrees of customization. But with 
a good pipeline of new projects, we forecast gross margin will sustain at a high level at 9% 
this year. On more projects and client add-ins, operating margin will improve to 6.7% in 
2024F, despite rising operating expenses (e.g. R&D, sampling fees for AI server 
development, ESG expenses). We now forecast 2024-25F EPS of NT$103.17 (up 50% YoY) 
and NT133.23 (up 29% YoY), vs. the previous NT$102.53 and NT125.45, to reflect increased 
GPU AI server sales. . 

In-house capacity expansion supports solid order outlook. With a growing order outlook 
for general and AI server, Wiwynn has continued capacity expansion in Tainan (Taiwan), 
Malaysia and Mexico in recent years. SMT capacity doubled in Tainan in 2H23, and Wiwynn 
will futher expand the third-stage plant in Tainan, scheduled to be completed by 2027F. 
Its first plant in Malaysia (assembly) came on stream in 2Q23 to serve Asian demand, and 
it will expand the second-stage plant in coming years. Wiwynn will house motherboard 
manufacturing in Tainan and final assembly in Malaysia for Asian server demand in the 
future, switching production from Wistron (3231 TT, NT$113.5, OP) in China. Meanwhile, 
Mexico capacity is now under lease, and it continues to expand capacity there in 4Q23-
1Q24F with a view to mass production by 1Q24F. Mexico will cater to demand from the 
US, and remains the major 2024F sales source (70-75% of sales). With a positive business 
outlook, Wiwynn has announced a fund raising proposal for AGM approval in the event of 
extra capital needs. 

Valuation & Action 

Our target price is raised from NT$2,280 to NT$2,600 (22x average 2024-25F EPS) on a 
brighter 2H24-25F earnings outlook. Maintain Outperform. 

Risks 

Weak general server demand; clients delay data center expansion. 
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