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Hardware OEMs: 2Q Earnings
Previews

We preview 2Q earnings for the Greater China OEMs in the
upcoming results season in August.

Key Takeaways

BH We expect Lenovo to report 2Q adjusted net income (non-HKFRS) 12% above the
Street.

B We expect Giga-Byte to report 2Q EPS 15% above the Street with higher OpM
(we forecast 6.1% vs. the Street at 5.5%).

B We expect Asustek to report 2Q EPS 34% above the Street with higher OpM (we
forecast 5.9% vs. the Street at 4.6%).

For more details on our broader market view and reasons for earnings estimate
changes, please see:

Global Insight: Al + Chipflation: Two Tailwinds, One Trade...For Now;

our Lenovo upgrade report: Lenovo: From Memory Headwind to Structural Tailwind
(9 Jul 2026): and

our Lenovo 2Q preview report: Lenovo: 1QF27/2Q26 Preview — Increasing Conviction
in ISG (6 Aug 2026).
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AlphaSignals Earnings Preview
Focus KPI Focus KPI Surprise Likely impact to consensus EPS*

Giga-Byte Technology Co. Ltd. 2376.TW
2Q Operating margin 4 Likely upside surprise 4 Modest revision higher
» We are 60bp above the Street on 2Q operating margin as we expect better operating leverage via higher

revenue.

Asustek Computer Inc. 2357.TW
2Q operating margin 4 Likely upside surprise 4 Modest revision higher

« We expect stronger Al server mix and less marketing expense to drive higher operating margin in 2Q. Our
operating margin estimate is 5.9% for 2Q, 120bp above the Street.

Lenovo 0992.HK
2Q26/F1Q27 adjusted net profit 4 Likely upside surprise 4 Modest revision higher

- Our adjusted net income forecast is ~US$788mn (+41% q/q, +102% y/y), 12% above the Street, led mainly by
higher ISG revenue and margin.

*Likely impact to consensus EPS is for the next 12 months
Source: Company data, Morgan Stanley Research
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2Q Previews

IDEA

Lenovo: We are 12% above the Street on adjusted net income
(non-HKFRS)

We forecast a strong start to F2027e, with 1Q27 adjusted net income of US$788mn, up
102% y/y and 12% above consensus, driven primarily by stronger margins rather than
materially higher revenue. On revenue, our forecast of US$24bn is 7% above consensus.
We expect gross margin to expand to 16.6% (+190bp y/y), reflecting continued pricing
adjustments and Lenovo's ability to pass through higher component costs despite
elevated memory prices.

However, we expect Lenovo to record a substantial non-cash charge related to "fair value
loss on derivative financial liabilities relating to warrants," potentially resulting in a
reported net loss (HKFRS). We encourage looking at net income adjusted for non-cash
items, which is US$788mn (+41% q/q, +102% y/y) on our estimates — 12% above the
Street, driven by the higher ISG revenue and margin.

For more details on our Lenovo upgrade and C2Q/F1Q preview, please see Lenovo: From
Memory Headwind to Structural Tailwind (9 Jul 2026) and Lenovo: 1QF27/2Q26 Preview —
Increasing Conviction in ISG (6 Aug 2026)

Exhibit 1: We are 7% above consensus on revenue and 12% above on adjusted net
profit (non-HKFRS)

Year to Mar. 31 (US&m) Actual % @ % YN Cons. o Dviff
P&L Summary FY-1G2TE FY-4G26E

Net sales 24,001 11% 2T% 22,499 T3
COGE (20.018) [18.887)

Gross profit 3,983 13% 44% 3.612 10%
Cperating expenses {4.578) (2.853)
Operating income [596) NM HM 744 MM
Mon-operating income [151) [187)

Pre-tax income (748) NM HM 557 NM
Inzame tax [134) (388

Net income (HKFR 5) [954) NM HM 168 NI
Adjusted net income (Non-HKFR 5) TE8 41% 102% 703 12%
EFP5-Basic{U5 cents) (7.78) 1.37
EF5-Basic (HK cents) (B0.21) 10.70

Margins ppt ppt ppt
Gross margin 16.6% 0.2 1.8 18.1% 0.5
Owperating margin -2.5% -8.8 -8.6 3.2% -5.8
Pretazx margin -3.1% 8.5 -8.4 2.5% -5.8
Met margin -4.0% -5.4 -8.7 0.7% -4.7

Source: Visible Alpha, Morgan Stanley Research estimates
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Giga-Byte: We are 15% above the Street on EPS

We expect Giga-Byte's 2Q26 results to outperform market expectations, driven by
stronger Al server demand and decent motherboard and graphics card shipments.
Preliminary revenue reached ~NT$144.2bn (+37% g/q and 41% y/y), beating consensus by
13%. This strength is expected to flow through to profitability. We forecast gross margin
at 10.3%, in line with consensus, while operating margin is projected to improve to 6.1%,
60bp ahead of expectations, reflecting favorable operating leverage, with operating
income of NT$8.8bn (+19% g/q, +66% vy/y) exceeding consensus by 26%. We forecast net
income of NT$5.9bn and EPS of NT$8.74, 15% above consensus estimates.

Overall, the preview points to another strong quarter of earnings outperformance,
supported by healthy demand and improving profitability.

Exhibit 2:  Giga-Byte: our 2Q estimates vs. consensus — we are 15% above the Street

on 2Q EPS
2Q26E Results

NT$mn Actual Qo YoY Cons Variance
Net sales 144,214 3% 1% 127,410 13%
COGS -129,356 40% 40%  -114,256 13%
Gross profit 14,858 18% 54% 13,154 13%
Operating expenses 5,061 17% 40% 5,178 -2%
Operating income 8,797 19% 66% 6,976 26%
Non-operating income 105" N " NV 2717 296%
Pre-tax income 8,902 26% 102% 7,003 27%
Income tax 2,671 89% 158% 1,927

Net income 5,855 1% 92% 5,076 15%
EPS (NT$) 8.74 1% 92% 7.58 15%
Margins (%) ppt ppt ppt
Gross margin 10.3% 1.7 09 10.3% 0.0
|Operating margin 6.1% 1.0 0.9 5.5% 0.6|
Pre-tax margin 6.2% -0.5 1.9 55% 07
Met margin 4.1% -1.0 1.1 4.0% 01

Source: Visible Alpha, Morgan Stanley Research estimates
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Asustek: We are 34% above the Street on EPS

We expect a significant 2Q26 beat, driven by robust Al server momentum and resilient PC
demand and profitability. Preliminary revenue came in at NT$241.1bn (+24% g/q and 39%
y/y), 7% above consensus. The stronger top line, together with operating leverage, is
expected to lift operating income to NT$14.2bn (+35% q/q, +138% y/y), exceeding Street
estimates by 35%. We estimate pretax income at NT$18.1bn, 36% above consensus, with
net income of NT$14.2bn and EPS of NT$19.15, 34% above consensus estimates. Although
we project gross margin to edge down sequentially to 12.7% because of product mix,
operating margin is expected to improve to 5.9%, 120bp above consensus, reflecting

better cost absorption, operating leverage and expense control.

Overall, our preview suggests another quarter of meaningful earnings outperformance,
underpinned by strong revenue growth and expanding operating profitability.

Exhibit 3: Asustek: Our 2Q estimates vs. consensus — we are 34% above the Street on
2Q EPS

Year to Dec. 31 MSe Q/Q YIY Cons. Diff. %
(NT$m) 2Q26E 2Q26E

Net sales 241,056 24% 39% 226,230 7%
COGS (210,501) (196,821)

Gross profit 30,555 14% 42% 29,409 4%
Operating expenses (16,362) (18,907)
Operating income 14,193 35% 138% 10,502 35%
Non-operating income 3,866 2,775

Pre-tax income 18,058 47% 63% 13,277 36%
Income tax (3,837) (2,655)

Net income 14,221 45% 45% 10,622 34%
EPS (NTS$) 19.15 14.30

Margins ppt ppt ppt
Gross margin 12.7% -1.1 0.3 13.0% -0.3
Operating margin 5.9% 0.5 25 4.6% 1.2
Pretax margin 7.5% 1.2 1.1 5.9% 1.6
Net margin 5.9% 0.9 0.3 4.7% 1.2

Source: Visible Alpha, Morgan Stanley Research estimates



Morgan Stanley | researcw —

Valuation Methodology and Risks

Lenovo (0992.HK)

Base case, residualincome model. Our key assumptions include a cost of equity 0of 9.3% (based
on a beta of 11, risk-free rate of 2.0%), a medium-term growth rate of 5.0%, and a terminal
growth rate of 3.0%.

Risks to Upside

Faster-than-expected smartphone and data center turnaround
Stronger PC demand recovery in China

Better cost savings and improved product mix

Lower-than-expected increase in memory price
Risks to Downside

Slower-than-expected smartphone and data center turnaround
Weaker PC demand recovery in China

Deterioration in cost savings and product mix

Higher-than-expected increase in memory price
Asustek Computer Inc. (2357.TW)
Base case, sum of the parts:

We apply a 9x multiple to Asustek's 2026 brand profits. This is somewhat below the midpoint
of its historical band of 7-15x since 2009, which we view as fair because memory prices are

rising and will have a negative impact on margins.

We value its stakes in Pegatron and Advantech based on our price targets in proportion to

Asustek's holdings.
Risks to Upside

Stronger global NB demand
Stronger Al server demand

Stronger ROG Ally demand
Better margin recovery

Slower rise of memory prices
Risks to Downside

Weaker global NB demand
Weaker Al server demand
Weaker ROG Ally demand

Slower margin recovery

Memory prices rises faster than expected
Giga-Byte Technology Co. Ltd. (2376.TW)

Base case, multistage residual income valuation model. Key assumptions: cost of equity 7.3%

(risk-free rate 1%, equity risk premium 6.0% and beta of 1.0), medium-term growth rate 6%,
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terminal growth rate 3%.
Risks to Upside

Better-than-expected GPU demand
Better-than-expected gaming motherboard demand
Better-than-expected server demand from Tier 2/Tier 3 cloud customers

Faster-than-expected Al server penetration rate

Risks to Downside

Weaker-than-expected GPU demand
Weaker-than-expected gaming motherboard demand

Weaker-than-expected server demand from Tier 2/Tier 3 cloud customers

Slower-than-expected Al server penetration rate
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INDUSTRY COVERAGE: Greater China Technology Hardware

COMPANY (TICKER) RATING (AS OF) PRICE* (08/10/2026)
Andy Meng, CFA
AAC Technologies Holdings (2018.HK) 0(01/29/2024) HK$41.88
Accelink Technologies Co. Ltd. (002281.S2) U (05/12/2022) Rmb178.30
BYD Electronics (0285.HK) 0 (04/28/2023) HK$24.36
China TransInfo Technology Co Ltd (002373.SZ) E (07/18/2023) Rmb7.91
Dahua Technology Co. Ltd. (002236.57) E (12/12/2024) Rmb16.85
Eoptolink Technology Inc Ltd (300502.57) 0 (02/27/2026) Rmb399.60
Genius Electronic Optical Co. Ltd. (3406.TW) E (04/23/2025) NT$546.00
GoerTek Inc (002241.52) U (04/23/2025) Rmb22.83
Gosuncn Technology Group Co Ltd (300098.SZ) U (11/07/2022) Rmb4.68
HIKVision Digital Technology (002415.SZ) E (12/12/2024) Rmb37.44
Largan Precision (3008.TW) 0 (07/10/2026) NT$4,400.00
LianChuang Electronic Technology Co Ltd (002036.SZ) U (06/12/2024) Rmb7.31
Lingyi Itech Guangdong Co (002600.SZ) U (04/23/2025) Rmb12.63
Luxshare Precision Industry Co., Ltd. (002475.SZ) 0 (10/24/2016) Rmb55.79
OFILM Group Co Ltd (002456.57) U (06/12/2024) Rmb7.40
Q Technology (Group) Company Ltd (1478.HK) U (03/23/2026) HK$7.21
Quectel Wireless Solutions Co Ltd (603236.SS) E (10/09/2024) Rmb50.16
Shanghai Conant Optical Co Ltd (2276.HK) 0 (04/10/2026) HK$37.10
Shenzhen Transsion Holdings Co Ltd (688036.SS) E (03/23/2026) Rmb58.11
Sunny Optical (2382.HK) E (03/23/2026) HK$59.00
Suzhou TFC Optical Communication Co Ltd. (300394.S2) E (11/06/2025) Rmb223.03
Wingtech Technology Co Ltd (600745.SS) U (05/18/2026) Rmb16.49
Xiaomi Corp (1810.HK) 0 (04/14/2021) HK$27.62
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Yangtze Optical Fibre and Cable JSC Ltd (601869.SS) U (10/13/2021) Rmb343.09
Yangtze Optical Fibre and Cable JSC Ltd (6869.HK) 0 (07/15/2026) HK$124.60
Yongxin Optics Co Ltd (603297.SS) E (11/15/2022) Rmb103.22
Zhejiang Crystal-Optech Co Ltd (002273.52) 0 (11/15/2022) Rmb26.93
Zhongji Innolight Co Ltd (300308.S2) ++ Rmb864.58
ZTE Corporation (0763.HK) 0 (06/04/2026) HK$24.56
ZTE Corporation (000063.52) E (06/04/2026) Rmb34.30
Derrick Yang
Accton Technology Corporation (2345.TW) 0 (06/06/2024) NT$2,165.00
Advantech (2395.TW) 0(01/20/2021) NT$667.00
AIrTAC International (1590.TW) 0 (04/16/2025) NT$1,570.00
Asia Vital Components Co. Ltd. (3017.TW) 0 (07/30/2024) NT$2,765.00
AU Optronics (2409.TW) E (02/10/2026) NT$27.00
Auras Technology Co Ltd (3324.TWO) E (05/04/2023) NT$1,010.00
Bizlink (3665.TW) 0 (03/10/2025) NT$2,190.00
BOE Technology (000725.5Z) 0 (09/06/2019) Rmb5.89
Chenbro (8210.TW) 0(07/23/2025) NT$1,075.00
Chroma Ate Inc. (2360.TW) 0 (10/05/2021) NT$2,030.00
Delta Electronics Inc. (2308.TW) 0(07/13/2017) NT$1,815.00
E Ink Holdings Inc. (8069.TWO) E (08/10/2026) NT$176.50
Ennostar Inc (3714.TW) U (09/23/2022) NT$59.00
Fositek Corp (6805.TW) 0 (06/25/2025) NT$1,755.00
Hiwin Technologies Corp. (2049.TW) 0 (03/30/2026) NT$387.00
Innolux (3481.TW) E (04/07/2025) NT$52.30
King Slide Works Co. Ltd. (2059.TW) 0(11/08/2023) NT$11,905.00
Lens Technology (300433.52) E (07/22/2020) Rmb34.89
Lite-On Technology (2301.TW) E (01/15/2025) NT$271.50
TCL Corp. (000100.S2) E (04/07/2025) Rmb4.87
Tianma Microelectronics (000050.S7) U (01/24/2018) Rmb6.75
Wuhan Jingce Electronic Group Co Ltd (300567.S2) E (11/26/2021) Rmb235.66
Howard Kao
Acer Inc. (2353.TW) U (04/23/2025) NT$31.00
Asustek Computer Inc. (2357.TW) U (11/16/2025) NT$818.00
Catcher Technology (2474.TW) U (11/17/2025) NT$201.00
Compal Electronics (2324.TW) U (04/23/2025) NT$36.30
FIT Hon Teng Ltd (6088.HK) 0 (11/03/2025) HK$5.98
Foxconn Industrial Internet Co. Ltd. (601138.SS) 0(07/10/2019) Rmb69.18
Giga-Byte Technology Co. Ltd. (2376.TW) E (11/16/2025) NT$349.50
Gold Circuit Electronics Ltd. (2368.TW) 0 (10/06/2022) NT$926.00
Hon Hai Precision (2317.TW) 0 (03/15/2024) NT$264.50
Inspur Electronic Information (000977.SZ) E (08/28/2023) Rmb76.70
LandMark Optoelectronics Corporation (3081.TWO) E (03/26/2026) NT$2,535.00
Lenovo (0992.HK) 0 (07/10/2026) HK$29.00
Lotes Co. Ltd. (3533.TW) E (05/12/2025) NT$1,960.00
Nan Ya PCB (8046.TW) 0 (02/23/2026) NT$1,130.00
Pegatron Corporation (4938.TW) E (03/25/2026) NT$89.50
Quanta Computer Inc. (2382.TW) 0 (05/01/2023) NT$313.50
Shengyi Technology Co Ltd. (600183.SS) E (05/26/2022) Rmb138.57
Shennan Circuits Co Ltd (002916.SZ) E (08/24/2023) Rmb372.40
Unimicron (3037.TW) 0 (02/23/2026) NT$992.00
Visual Photonics Epitaxy Co Ltd (2455.TW) E (09/11/2023) NT$384.50
Wistron Corporation (3231.TW) 0(07/12/2023) NT$193.00
Wiwynn Corp (6669.TW) 0 (11/10/2025) NT$6,010.00
Yageo Corp. (2327.TW) 0 (10/28/2025) NT$573.00
Zhen Ding (4958.TW) 0 (05/18/2026) NT$470.50
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Stock Ratings are subject to change. Please see latest research for each company.
* Historical prices are not split adjusted.
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