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Strong sales driven by new iPhone model pull-in demand            

 Event 

Zhen Ding Technology saw 2Q24 sales fall 0.3% QoQ, but rise 38% YoY to NT$32.4bn, beating 
our forecast of NT$30.8bn and consensus of NT$31.9bn, by a respective 5.2% and 1.5%. 

Impact 

2Q24 sales better than expected on new iPhone model pull-in demand. Given slightly better 
sell-through for legacy models, we had expected 2Q24F sales to dip QoQ to an annual trough. 
However, as the firm’s FPCB market share for new iPhone models will expand 5-10ppts to 35-
40%, and as pull-in for the new models surpassed the 2Q23 level, actual 2Q24 sales beat our 
forecast by 5%. We therefore tweak up 2Q24F gross margin by 1.1ppts to 15.3%, and 2Q24F 
EPS by 231% to NT$0.57. 

New factory in Thailand to address server demand. Many server clients have requested that 
their components not be made in China, so the firm is currently servicing clients with capacity 
in Taiwan. Management has decided to invest US$250mn in a new factory in Thailand, which 
will come on stream in 1H25F and become a primary production base for server PCB. Server 
applications contributed more than 2% of 2023 sales, the same as automotive applications, and 
we estimate the server sales weighting will stay between 2-3% in 2024F. Sales for AI servers 
only began in 2023, and the first components for GB200 servers will be peripheral boards, so 
that the firm can penetrate the next-gen AI server market. 

Substrate sales weighting to reach mid-to-high single digits in 2024-25F. We believe overall 
substrate sales will grow by 81% YoY, and account for 5.4% of 2024F consolidated sales. 
Management targets a substrate sales weighting of 15% by 2027F. Currently, 70% of BT 
substrate clients are foreign firms, while the remaining 30% are local Chinese firms. 50% of ABF 
substrate clients are foreign firms, mainly OSAT service providers. Management will add more 
IC design houses to Zhen Ding’s client base. Given low accessibility to ICs, most Chinese clients 
are adopting chiplet designs, which require substrates with 18-20 layer counts. For reference, 
most of the firm’s ABF substrates feature 12-14 layer counts. We estimate its ABF capacity 
utilization will rise from 40% in 2Q24 to 50% and 70% in 3Q-4Q24F, respectively. BT capacity 
utilization is now at 80%. 

Valuation & Action 

We expect the sales volume of the iPhone 16 series to be 85-90mn units, implying that total 
iPhone shipments could sink 2% YoY to 225mn units in 2024F, before rising 7% YoY to 240mn 
units in 2025F. Zhen Ding derives 60-65% of sales from iPhone, and despite a lack of major spec 
upgrades in the FPCB and motherboard of the new models, we think the firm will benefit from 
a YoY increase in component pull-in in 2H24-1H25F. We revise up 2024-25F earnings by 6.8% 
and 7.8% respectively, and maintain a Neutral rating, but raise our target price to NT$160, on 
14x 2025F EPS. 

Risks 

Poor US client smartphone sell-through; competitors catch up technologically. 
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