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Taiwan Data Centre Hardware

Key takeaways from the SG/KL marketing trip

» Investors remain constructive on Al theme; are blaming the recent
pullback on the positioning issue

» Component shortage turns fiercer in the short term; we expect price
hike stories to draw most investors’ attention

» We pick substrate/NYPCB as our top ideas on highest earnings
upward revisions; Delta remains the name attracting highest queries

What's new: We share our latest marketing feedback from our Singapore
and Malaysia trips during the week of 6—10 July.

What's the impact: Investors remains constructive on Al. Since our
previous US marketing trip, mainstream Al names have corrected by ¢.30%
over the past 2—3 weeks. However, based on discussions with investors,
most remain positive on the Al cycle and related hardware names. The
pullback was largely viewed as positioning-driven, given how crowded the
names had become. Fundamentally, we believe the supply-demand
imbalance is becoming more evident across the supply chain. While we
see substrates offering the greatest near-term pricing upside among
shortage-driven components, we also note that power semiconductors
have recently joined the shortage bucket.

Investment thesis: price hike > spec upgrade. As agentic Al and
inference demand gain traction, Al spending is likely to shift gradually
towards ASICs and CPU servers from 2026, away from Nvidia GPU-led
capex in 2023-2025. While total Al spending will likely continue to rise,
second-order content growth driven by spec upgrades may moderate as
spending mix shifts from training to inference. We remain constructive on
the ongoing server spec-upgrade cycle, but we think earnings upside from
price hikes may be more meaningful from 2H26 to 2027. In our view, much
of the savings from the mix shift towards ASIC/CPU servers will be
absorbed by shortage components such as memory and substrates.
Accordingly, we believe investors should pay close attention to the
substrate industry, where pricing momentum has recently accelerated. We
expect a wave of earnings upgrades, similar to what we have seen for
memory vendors from 2H25. Separately, while CPU server shipments may
face some risk in 2026, given component shortages, long-only investors we
met remained constructive on CPU-related names over the long term.

What we recommend: We remain positive on Taiwan data centre names,
given the recent read-through from ongoing component shortages. That
said, we are more positive on price-hike beneficiaries, which could see
stronger earnings revisions than names benefiting mainly from spec
upgrades, especially when shipment assumptions might face downside risk
and Al spending shifts towards relatively low-end servers. We also believe
cost savings from the mix shift will be offset by higher component prices.
Against this backdrop, we turn more positive on the substrate sector and
continue to prefer NYPCB (8046 TT, Buy [1]) as our top idea.

How we differ: We set out our current view on how ASEAN-based
investors are positioned towards the Taiwan data centre hardware sector.
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Daiwa

Capital Markets
Hong Kong Limited

=)

Positive
(unchanged)

Sheng Cheng
(886) 2 8758 6253
sheng.cheng@daiwacm-cathay.com.tw

Allan Wang
(886) 2 8758 6249
allan.wang@daiwacm-cathay.com.tw

Key stock calls

New Prev.
Nan Ya Printed Circuit Board Corp (8046 TT)
Rating Buy Buy
Target 2,444.00 1,444.00
Upside A 924%
Taiwan Union Technology Corp (6274 TT)
Rating Buy Buy
Target 2,122.00 2,122.00
Upside A 36.9%
ASPEED Technology (5274 TT)
Rating Buy Buy
Target 20,220.00 20,220.00
Upside A 496%
Lotes (3533 TT)
Rating Buy Buy
Target 3,533.00 3,533.00
Upside A 784%
Delta Electronics (2308 TT)
Rating Buy Buy
Target 2,922.00 2,922.00
Upside A 546%

Source: Daiwa forecasts
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Sector stocks: key indicators
EPS (local curr.)
Share Rating Target price (local curr.) FY1 FY2
Company Name Stock code Price New Prev. New Prev. % chg New Prev. % chg New Prev. % chg
Accton Technology 2345TT 2,405.00 Buy Buy 3,666.00 3,666.00 00% 80481 80481 00% 111.852 111852 0.0%
ASPEED Technology 5274 TT 13,520.00 Buy Buy 20,220.00 20,220.00 0.0% 179.759 179.759  0.0% 304.151 304.151  0.0%
Chenbro Micom 8210 TT 1,135.00 Buy Buy 1,888.00 188800 00% 51464 51464 00% 65174 65174 0.0%
Delta Electronics 2308 TT 1,890.00 Buy Buy 2,922.00 292200 0.0% 39136 39136 0.0% 61.076 61.076  0.0%
Elite Material 2383 TT 5,125.00 Buy Buy 6,022.00 6,02200 00% 88877 88877 0.0% 164489 164.489 0.0%
Gigabyte Technology 2376 TT 335.50 Buy Buy  422.00 42200 0.0% 29675 29675 0.0% 34517 34517 0.0%
Gold Circuit Electronics 2368 TT 1,045.00 Buy Buy 1,650.00 1,650.00 0.0% 37425 37425 0.0% 57.844 57.844 0.0%
Hon Hai Precision Industry 2317TT 236.50 Buy Buy  310.00 310.00 0.0% 17.025 17.025 0.0% 20.568 20.568  0.0%
Lotes 3533 TT 1,980.00 Buy Buy 3,533.00 3533.00 00% 107.866 107.866 0.0% 147.250 147.250 0.0%
Nan Juen International 6584 TT 666.00 Buy Buy 1,022.00 1,022.00 00% 17.006 17.006 0.0% 35983 35983 0.0%
Nan Ya Printed Circuit Board Corp 8046 TT 1,270.00 Buy Buy 244400 144400 69.3% 19693 16405 20.0% 61.951 46.395 33.5%
Quanta Computer 2382TT 378.00 Buy Buy  422.00 42200 0.0% 24890 24890 0.0% 30303 30.303 0.0%
Taiwan Union Technology Corp 6274 TT 1,550.00 Buy Buy 212200 2122.00 0.0% 32308 32308 0.0% 60.165 60.165 0.0%
Unimicron Technology Corp 3037 TT 903.00 Buy Buy 1,000.00 1,000.00 00% 15987 15987 0.0% 32780 32780 0.0%
Wistron 3231 TT 143.50 Buy Buy  220.00 22000 0.0% 15809 15.809 0.0%  19.051 19.051  0.0%
Wiwynn Corp 6669 TT 4,960.00 Buy Buy 7,100.00 7,100.00 0.0% 385477 385477 0.0% 534.224 534.224  0.0%

Source: Bloomberg, Daiwa forecasts
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ASEAN marketing key takeaways

Key feedback from investors
Constructive view remains

We believe most Despite the ¢.30% pullback in share prices from the recent peak during our US marketing
investors maintain a trip in the week of 22 June, we believe sentiment remains constructive. Of the investors we
constructive view on Al; met, 70-80% remained positive on the current Al cycle and on stock performance. Most
short-term pullback viewed the recent correction as primarily driven by positioning concerns rather than a
should be more from deterioration in fundamentals. Importantly, we did not encounter meaningful bearish views
positioning issue pointing to a capex bubble or a sharp slowdown from here. Many valuation-sensitive

investors said they would look to add back on a meaningful pullback.

We believe the positive stance remains anchored in recent developments across the Al
supply chain.

Short-term updates

Component shortages appear to be worsening, as evidenced by more visible price hikes in
ABF/BT substrates over the past 2—3 weeks. We also note that the global ABF leader has
indicated an intention to exit the BT substrate market amid tight manufacturing capacity,
driven by rising CPU demand and resilient Al server demand. In addition, TSMC foundry
capacity and power semis, including MOSFETs and PMICs, remain in shortage. Based on
our supply chain feedback, power semis have been massively mentioned over the past 1
month (vs. little from 3 months ago).

Investors continue to focus on which subsector offers the best risk-reward profile within the
price-hike theme. We currently prefer substrates, given the recent pricing momentum and
the clear supply-demand imbalance. We expect substrates to follow a similar price hike
pattern as we saw in memory from 2H25, despite a lower magnitude from substrates. We
expect the substrate sector to deliver the strongest price hikes among the key shortage
stories, with the price hike trend potentially extending through 2027.

That said, long-term concerns remain.

Long-term concerns

As highlighted in our previous US marketing note on 30 June (Key takeaways from the US
marketing trip), we believe capex from the top-4 hyperscalers is already nearing a
constraint, with incremental increases unlikely to be funded solely by operating cash flow.
Any further upside may need to come from equity/debt financing or VC funding. ASEAN
investors are also concerned about the pace of Al monetisation, though the issue is more
about construction capacity failing to keep up with token demand growth rather than
demand weakness.

Our view remains unchanged. While investors are aware of these concerns, Al remains a
highly disruptive technology, making it difficult to draw a clear line on capex sustainability.
From our marketing feedback, Singapore investors appear less focused on the capex
outlook, while Malaysia-based investors want more clarity on the broader picture and
timing. We think this reflects a desire to trade around the theme tactically, even as they
remain constructive on Al.

Kyber delay remains a key discussion topic

Most investors do not expect Kyber to launch alongside Rubin in 2027, and ASEAN
investors were largely neutral on whether Kyber arrives in 2028. We think it is still too early
to conclude, as there are real technical bottlenecks, including the orthogonal mid-plane.
That said, we remain confident Nvidia will work through these issues, given the importance
of sustaining its moat in Al.


https://drp.daiwa.co.jp/rp-daiwa/member/report/reportFile.do?research_id=2050448&report_type=pdf
https://drp.daiwa.co.jp/rp-daiwa/member/report/reportFile.do?research_id=2050448&report_type=pdf
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As the market moves towards agentic Al and inference, mid-to-low-end compute, including
CPU servers, should gain importance. Still, Nvidia will likely remain dominant in Al training,
thanks to its stronger compute performance. With Rubin Ultra’s die count already revised
down from four to two per chip, rack-level power density would otherwise remain broadly
flat from GB200 to VR300 if Nvidia does not transition to Kyber at the end of the cycle. In
our view, Nvidia will do what it can to improve power density, and any current bottlenecks
should be addressed over the next 12-18 months.

HVDC adoption

We are relatively more Delta remained the most frequently mentioned name during our meetings. Investor
positive than investors attention is centred on the pace of 800V HVDC adoption by Nvidia, especially after
on Kyber and HVDC Semianalysis suggested adoption could be slower than expected in 2027.

adoption in 2028
Our view is that HVDC is aimed at IT racks with power consumption above 500kW, and
potentially up to 1.5MW under 800V configurations. Current Vera Rubin racks consume
about 200kW, or about 400kW, including 100% redundancy, still below the 500kW
threshold. If die architecture does not further scale and the total chipset count per rack
remains unchanged, HVDC adoption in Rubin Ultra could remain limited. Based on Delta’s
current assumptions, adoption in Rubin Ultra could still be above 20-30% in 2028. We
believe it also echoes our view that we are seeing some adoption of Kyber from 2028.

CPU theme

Several investors also asked for our view on Aspeed and Lotes, reflecting ongoing interest
in the CPU server theme over the long term. As mentioned in our previous marketing note,
CPU servers can serve not only orchestration functions but also inference workloads. This
view is increasingly well accepted among long-only investors, who appear willing to stay
invested in CPU beneficiaries through the current component shortage cycle.

Key investment theses

Price hike > spec upgrade

From 2023 to 2025, demand for training drove meaningful compute spec upgrades as
hyperscalers prioritised performance. Looking ahead, we think interest is shifting towards
inference, which prioritises the cost performance ratio, especially with the emergence of
agentic Al. As a result, content growth from further spec upgrades should slow versus the
past two years, even as Al capex continues to expand.

We believe the near-term focus will shift towards price hikes in shortage components, as
savings from the transition from training to inference are increasingly absorbed by
constrained supply. In this context, we introduce substrates as a key beneficiary, with the
most meaningful price hike opportunity likely playing out from 2H26 to 2027. Within
substrates, NYPCB remains our preferred name. We also like the CCL sector on both price
hike and spec upgrade trends, although the price hike magnitude should be slower than
how we look at substrate now.
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Key downside risks for the sector
Key risk: lower-than- Lower-than-expected end-demand from Al companies. We believe the key downside
expected end-demand risk to our Positive stance on the Taiwan Data Centre Hardware sector is a slowdown in
from Al companies the end demand from leading Al companies, such as OpenAl, Anthropic, and xAl. These

companies’ ability to generate sustainable ARR through monetising foundation models and
applications ultimately determines the pace of infrastructure investment. If ARR growth
stalls, hyperscalers may temper their capex plans, leading to weaker-than-expected Al
server shipments. In our view, this is the primary downside risk to our sector call.
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customer recipients of this research shall not provide it to others or engage in any activities in connection with this research which may involve conflicts of interests. Neither Daiwa-Cathay Capital
Markets Co., Ltd. nor its personnel who writes or reviews the research report has any conflict of interest in this research. Since Daiwa-Cathay Capital Markets Co., Ltd. does not operate brokerage
trading business in foreign markets, this research is prepared on a “without recommendation” to any foreign securities basis and Daiwa-Cathay Capital Markets Co., Ltd. does not accept
orders from customers to trade in such foreign securities. Recipients of this research shall carefully judge their own investment risk and take full responsibility for the results of any resulting
investments in the companies and/or sectors featured in this research. Without the prior written permission of Daiwa-Cathay Capital Markets Co., Ltd., recipients of this research are prohibited
from disclosing the research to the media, reprinting the research, or quoting from the research to other parties. Recipients of this research in Taiwan may contact Daiwa-Cathay Capital Markets
Co., Ltd. in respect of any matter arising from or in connection with the research.

Thailand

This research is distributed to only institutional investors in Thailand. This report is provided to you for informational purposes only. Information contained herein is not intended to be, and shall not
be construed as, an offer or an invitation for subscription or purchase of securities in Thailand. This document has not been and will not be registered with, or approved by, the Office of the
Securities and Exchange Commission of Thailand. As neither Daiwa Securities Group Inc. nor any of its subsidiaries or affiliates, nor any of the foregoing entities’ respective directors, officers,
servants and employees are licensed to carry on any securities business in Thailand, this document is intended to be read by the addressee who is an institutional investor only and may not be
circulated or distributed, whether directly or indirectly, to the public or any members of the public in Thailand, unless to the extent permitted by applicable laws and regulations.

This report is prepared by analysts who are employed by Daiwa Securities Group Inc. and/or its non-U.S. affiliates. Neither Daiwa Securities Group Inc. nor any of its subsidiaries or affiliates, nor
any of the foregoing entities’ respective directors, officers, servants and employees accept any liability whatsoever for any direct or consequential loss arising from any use of this research or its
contents.

The information and opinions contained herein have been compiled or arrived at from sources believed to be reliable. However, neither Daiwa Securities Group Inc. nor any of its subsidiaries or
affiliates, nor any of the foregoing entities’ respective directors, officers, servants and employees make any representation or warranty, express or implied, as to their accuracy or completeness.
Expressions of opinion herein are subject to change without notice. The use of any information, forecasts and opinions contained in this report shall be at the sole discretion and risk of the user.
Daiwa Securities Group Inc., its subsidiaries and affiliates and their respective directors, officers, servants and employees may have positions and financial interest in securities mentioned in this
research. Daiwa Securities Group Inc. and its subsidiaries and affiliates may from time to time perform investment banking or other services for, or solicit investment banking or other business
from, any entity mentioned in this research. Therefore, investors should be aware of conflict of interest that may affect the objectivity of this research.

United Kingdom

These materials constitute independent research for the purposes of the Financial Conduct Authority (“FCA”) Conduct of Business Rules. These materials have been produced by Daiwa Securities
Co. Ltd (“DSCL”) and/or its affiliates and are distributed by Daiwa Capital Markets Europe Limited (‘DCME”) to persons classified as (i) eligible counterparties; and (ii) professional clients for the
purposes of the Conduct of Business Rules of the FCA. These materials should not be disseminated to any retail clients in the United Kingdom. DCME is authorised and regulated by the FCA and
is a member of the London Stock Exchange. DCME’s FCA registration number is 124490 and the FCA's registered address is 25 The North Colonnade, London, E14 5HS.

DCME makes no representation as to the completeness, accuracy or timeliness of any of the materials produced by DSCL, and does not accept any liability for any losses, costs, liabilities or
expenses which may arise directly or indirectly from any use of, or reliance on the materials.

DCME and/or its affiliates may, from time to time, to the extent permitted by law, participate or invest in, or be mandated in respect of transactions with the issuer(s) referred to in the materials
prepared by DSCL, perform services for or solicit business from such issuers, and/or have a position or effect transactions in a particular issuer’s securities and/or may have acted as an underwriter
during the past twelve months in respect of a particular issuer of its securities. DCME does not review DSCL’s materials prior to publication on DCME’s platforms and has no influence over its
content. DCME has in place organisational arrangements for the prevention and avoidance of conflicts of interest, including information barriers to control the flow of information between the private
and public sides of the firm. A summary of DCME'’s conflict management policies are available at http://www.uk.daiwacm.com/about-us/corporate-governance-regulatory.

DSCL’s materials are distributed by DCME only as permitted by law. The materials are not directed to, or intended for distribution to or use by, any person or entity located in any jurisdiction where
such distribution, publication, availability or use would be contrary to law or regulation or would subject DCME to any regulation or licensing requirement within such jurisdiction.
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Germany

Research reports are produced by Daiwa Securities Co. Ltd. and/or its affiliates and are distributed by Daiwa Capital Markets Deutschland GmbH in the European Union. Daiwa Capital Markets
Deutschland GmbH is authorised and regulated by Bundesanstalt fiir Finanzdienstleistungsaufsicht (“BaFin“) under the reference number 149361. Daiwa Capital Markets Deutschland GmbH and
its affiliates may, from time to time, to the extent permitted by law, participate or invest in, or be mandated in respect of, other financing transactions with the issuer(s) of the securities referred to
herein (the “Securities”), perform services for or solicit business from such issuers, and/or have a position or effect transactions in the Securities or options thereof.

This publication is intended for investors who are Professional Clients or Eligible Counterparties in the European Union within the meaning of Directive 2014/65/EU (“MiFID II”) and should therefore
not be distributed to Retail Clients in the European Union.

Daiwa Capital Markets Deutschland GmbH has in place organisational arrangements for the identification, prevention and management of conflicts of interest. Information regarding our conflict
management are available at: https://www.de.daiwacm.com/policies/

Additional disclosures regarding specific company names and related financial instruments are available at: https:/daiwa3.bluematrix.com/sellside/Disclosures.action.

Bahrain
This research material is distributed in Bahrain by Daiwa Capital Markets Europe Limited, Bahrain Branch, regulated by The Central Bank of Bahrain and holds Investment Business Firm — Category
2 license and having its official place of business at the Bahrain World Trade Centre, South Tower, 7th floor, P.O. Box 30069, Manama, Kingdom of Bahrain. Tel No. +973 17534452 Fax No. +973
535113

United States
This research is distributed into the United States directly by Daiwa Capital Markets Hong Kong Limited (DCMHK) and in certain cases indirectly by Daiwa Capital Markets America Inc. (DCMA),
a U.S. Securities and Exchange Commission registered broker-dealer and FINRA member firm, exclusively to “major U.S. institutional investors”, as defined under Rule 15a-6 promulgated under
the U.S. Securities Exchange Act of 1934, as amended, and as interpreted by the staff of the U.S. Securities and Exchange Commission (SEC). Where this is co-branded research published by
Daiwa’s partners in collaboration with other parties not affiliated with Daiwa, this research is distributed in the United States by DCMHK only. This report is not an offer to sell or the solicitation of
any offer to buy securities. U.S. customers wishing to effect transactions in any designated investment discussed in this report should do so through a qualified salesperson of DCMA. Non-U.S.
customers wishing to effect transactions in any designated investment discussed in this report should contact a Daiwa entity in their local jurisdiction. The securities or other investment products
discussed in this report may not be eligible for sale in some jurisdictions.
Analysts employed outside the U.S., as specifically indicated elsewhere in this report, are not registered as research analysts with FINRA. These analysts may not be associated persons of DCMA,
and therefore may not be subject to FINRA Rule 2241 restrictions on communications with a subject company, public appearances and trading securities held by a research analyst account.
ADDITIONAL IMPORTANT DISCLOSURES CAN BE FOUND AT:

https://daiwa3.bluematrix.com/sellside/Disclosures.action

Ownership of Securities
For “Ownership of Securities” information please visit BlueMatrix disclosure link at https:/daiwa3.bluematrix.com/sellside/Disclosures.action.

Investment Banking Relationships
For “Investment Banking Relationships” please visit BlueMatrix disclosure link at https://daiwa3.bluematrix.com/sellside/Disclosures.action.

DCMA Market Making
For “DCMA Market Making” please visit BlueMatrix disclosure link at https./daiwa3.bluematrix.com/sellside/Disclosures.action.

Research Analyst Conflicts

For updates on “Research Analyst Conflicts” please visit BlueMatrix disclosure link at https:/daiwa3.bluematrix.com/sellside/Disclosures.action. The principal research analysts who prepared this
report have no financial interest in securities of the issuers covered in the report, are not (nor are any members of their household) an officer, director or advisory board member of the issuer(s)
covered in the report, and are not aware of any material relevant conflict of interest involving the analyst or DCMA, and did not receive any compensation from the issuer during the past 12 months
except as noted: no exceptions.

Research Analyst Certification

For updates on “Research Analyst Certification” and “Rating System” please visit BlueMatrix disclosure link at https:/daiwa3.bluematrix.com/sellside/Disclosures.action. The views about any and
all of the subject securities and issuers expressed in this Research Report accurately reflect the personal views of the research analyst(s) primarily responsible for this report (or the views of the
firm producing the report if no individual analyst is named on the report); and no part of the compensation of such analyst (or no part of the compensation of the firm if no individual analyst is named
on the report) was, is, or will be directly or indirectly related to the specific recommendations or views contained in this Research Report.

The following explains the rating system in the report as compared to relevant local indices, unless otherwise stated, based on the beliefs of the author of the report.
"1": the security could outperform the local index by more than 15% over the next 12 months.

"2": the security is expected to outperform the local index by 5-15% over the next 12 months.

: the security is expected to perform within 5% of the local index (better or worse) over the next 12 months.

: the security is expected to underperform the local index by 5-15% over the next 12 months.

: the security could underperform the local index by more than 15% over the next 12 months.

Disclosure of investment ratings

Rating Percentage of total
Buy* 72.63%
Hold** 20.53%
Sell*** 6.84%

Source: Daiwa

Notes: data is for single-branded Daiwa research in Asia (ex Japan) and correct as of 30 June 2026.
* comprised of Daiwa’s Buy and Outperform ratings.

** comprised of Daiwa’s Hold ratings.

*** comprised of Daiwa’s Underperform and Sell ratings.

Additional information may be available upon request.
Japan - Notification items pursuant to Article 37 of the Financial Instruments and Exchange Law
(This Notification is only applicable to where report is distributed by Daiwa Securities Co. Ltd.)

If you decide to enter into a business arrangement with our company based on the information described in this report, we ask you to pay close attention to the following items.

« In addition to the purchase price of a financial instrument, our company will collect a trading commission* for each transaction as agreed beforehand with you. Since commissions may be
included in the purchase price or may not be charged for certain transactions, we recommend that you confirm the commission for each transaction. In some cases, our company also may
charge a maximum of ¥2 million per year as a standing proxy fee for our deposit of your securities, if you are a non-resident.

For derivative and margin transactions etc., our company may require collateral or margin requirements in accordance with an agreement made beforehand with you. Ordinarily in such cases,
the amount of the transaction will be in excess of the required collateral or margin requirements**.

* There is a risk that you will incur losses on your transactions due to changes in the market price of financial instruments based on fluctuations in interest rates, exchange rates, stock prices, real
estate prices, commaodity prices, and others. In addition, depending on the content of the transaction, the loss could exceed the amount of the collateral or margin requirements.

There may be a difference between bid price etc. and ask price etc. of OTC derivatives handled by our company.

Before engaging in any trading, please thoroughly confirm accounting and tax treatments regarding your trading in financial instruments with such experts as certified public accountants.

The amount of the trading commission cannot be stated here in advance because it will be determined between our company and you based on current market conditions and the content of

each transaction etc.

** The ratio of margin requirements etc. to the amount of the transaction cannot be stated here in advance because it will be determined between our company and you based on current market
conditions and the content of each transaction etc.

When making an actual transaction, please be sure to carefully read the materials presented to you prior to the execution of agreement, and to take responsibility for your own decisions regarding

the signing of the agreement with our company.

Corporate Name: Daiwa Securities Co. Ltd.

Registered: Financial Instruments Business Operator, Chief of Kanto Local Finance Bureau (Kin-sho) No.108

Memberships: Japan Securities Dealers Association, The Financial Futures Association of Japan, Japan Investment Advisers Association,

Type |l Financial Instruments Firms Association, Japan Security Token Offering Association
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