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We raise our 2023E/24E/25E EPS forecast by 11%,/7%/,/11% to reflectthe results and
guidance. Our TP is now set at NT$166 (vs NT$133 prior), based on12.5x (vs 12x
prior) 2H24E-1H25E EPS (vs 2024E EPS prior). Our higher targetmultiple is justified
by the company’ s enhanced sales growth and margin outlookand is at higher end
of the historical trading range. Hon Hai' s shares haveunderperformed ODM peers

y-t-d. We expect the shares to react positively postresults and reiterate our Buy
rating. The company also announced to pay NT$5.4 ofcash dividend per share,
equivalent to c.53% of payout ratio/c.4.5% of yield.
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2020 2021 2022 2023F 2024F
5,358,023 5,994,174 6,626,997 6,162,221 6,595,620
302,919 362,127 400,085 387,947 447755
110,827 148,959 173,788 166,528 204,364
145,472 193,572 187,511 192,224 227,760
101,795 139,320 141,485 142,098 163,879
7.34 10.05 10.21 10.25 11.82
5.65 . 6.04 6.3 6.79
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RE AT

Hon Hai raised its FY24 revenue guidance to healthy growth (we expect 5-6%) asa result of strong growth
potential in Al servers. The company now expects Alserver revenue to grow 40+% YoY in 2024,
accounting for 40% of server mix, upfrom 30% in 2023. The company also is quite optimistic on share
gains in Al serverracks, with a medium term target of 40%, similar ta its share in regularservers. Currently,
Hon Hai's share in Al server racks is quite low (we estimate10-12% only), so any progress towards this

target should be quite positive for thestock. Other areas of the business such as Smart Consumer and
Computing arequite stable, while EV progress remains slow. Given the rising Al mix (now expect15-16%
of revenue and GP in 2025), we believe that the stock is likely to trade ata higher multiple, narrowing the
gap with its ODM peers somewhat. We tweak ourestimates and raise our Dec-24 PT to NT$140 (11x
FY25E earnings, one notchhigher to reflect rising Al server product mix).
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