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Semiconductors

Solid 2Q results for Broadcom; eyes on the
development of Al inference

OUTPERFORM

(Maintain)

Broadcom (AVGO, NR) delivered another record-setting quarter in 2QFY25, ) .
with revenue reaching US$15bn, up 20.2% YoY / flat QoQ and 0.3%/0.7% China Semiconductors Sector
above Bloomberg consensus and mgmt.’s guidance. Gross margin was 79.4%
for the quarter (vs. 79.1%/76.2% in 1QFY25/2QFY24), 0.51ppt higher than Lily YANG, Ph.D
Bloomberg consensus. The company’s revenue continued to be powered by (852) 3916 3716
strength in Al semiconductor and infrastructure software segments during the lilyyang@cmbi.com.hk
quarter. Mgmt. guides Q3 revenue at US$15.8bn, implying a 21% YoY growth, .
. . Kevin ZHANG
with semiconductor segment forecasted to grow by 25% to US$9.1bn, and (852) 3761 8727
software segment to grow by 16% YoY to US$6.7bn. Mgmt. guided Al revenue kevinzhang@cmbi.com.hk
this year to see 60% YoY growth and expected such trajectory to sustain into _ _
FY26, driven by accelerating demand for XPUs and networking. Broadcom’s Jiahao Jiang
solid earnings confirm that inference workloads are growing significantly, (852) 39163739
benefitting the infrastructure supply chain. JiangJiahao@cmbi.com.hk
B The company’s Al business remains the central growth engine for the Related reports: .
semiconductor segment. The segment revenue grew by 17% YoY / 11% = g’gmél;i(;“;’r']‘if z;n%raeilaggnfggg
QoQ to US$8.4bn in Q2, of which mgmt. saw US$4.4bn was Al-related remains resilient (link)
(29.3% of total revenue), up 46% YoY, and forecasted US$5.1bn in Q3, 2. Semiconductors Thematic
implying another 60% YoY / 16% QoQ growth. The company saw strong investing and megatrends: China’s
demand across both custom XPUs and Al networking, with networkin hyperscalers accelerate Al infra.
e ’ . 9, h g buildout amid strengthening cloud
expanding 170%+ YoY and accounting for 40% of Al revenue during the demand (link)
quarter, sustained by a growing shift towards inference workloads 3. Semiconductors Thematic
supplementing the already robust training demand. In addition, Broadcom investing . and _megatrends:
. . . Resilient 1Q25 capex among
announced the Tomahawk 6 switch recently, offering 102.4Tbps capacity hyperscalers (link)
and empowering hyperscalers to deploy 100k+ accelerator clusters in just 4.  Semiconductors Thematic
two tiers. Specifically, mgmt. forecasts the three major hyperscalers to each investing  and  megatrends:
deploy 1mn accelerator clusters by 2027, aligning with its Q1 projection of Albaba's boud capex hike a boost
a US$60-90bn SAM (serviceable addressable market) for Al accelerators. suppliers (link)
Mgmt. mentioned four additional hyperscalers are in active co-development 5. Semiconductors Thematic
of its custom silicon, though not yet contributing to revenue. Non-Al InveDstlngSani (rlrjel?)atrends: Views
. . . . on DeepSeek (link
semiconductor sales is guided to be stable at US$4bn in 3Q, close to a 6. Semiconductors Thematic
bottom but slow to recover. investing and  megatrends:
VMware business enabled enterprise-scale Al adoption through S’ltgggffl af’nﬁffgcet(onlk‘;me'erate
secure, high-margin, and on-premise solutions. Broadcom’s software 7. Semiconductors - TSMC: Surging
arm, VMware, saw US$6.6bn in revenue in Q2, up 25% YoY / flattish QoQ, Al demands propelled strong
with GPM rising to 93%, up from 88% a year earlier, reflecting successful results and guidance (link) |
L K . . . 8. Semiconductors - Nvidia’'s 3Q
post-acquisition integration. From an Al perspective, VMware is camings  takeaway:  Strong
instrumental through its Private Al Foundation, co-developed with Nvidia, demand for Blackwell well into
allowing enterprises to securely run Al workloads on-premises by next year (link)
virtualizing both GPU and CPU infrastructure, complementing the S ?:dri‘,:r?é}g;c;?fzvent(m AMD
company’s Al networking and compute by offering a software layer that 10. Semiconductors - Sector valuation
integrates Al infra. into enterprise ecosystem. Mgmt. also noted strong VCF revisit after recent rally; Potential
(VMware Cloud Foundation) sales over the past 18 months since the u gffat!ng C:jpportu”'t'es ?\T‘?g_d(%)
acquisition, which has driven double-digit growth in annual recurring ' ree\’,ri'gvcvf’”A“Cstﬁgsng beat‘_’;r:z_rais%
revenue. quarter; eyes on Blackwell
Networking demand is surging as inference workloads are growing 12 szizﬁgfoﬁar?mp(g%) sector
fast, with huge opportunities from scaling up. We believe Al supply chain 1H24 earnings preview (link)
will continue to benefit, such as ASIC, optical transceivers, PCB, etc. 13. Semi - Solid earnings; HBM to
Maintain BUY on Innolight (300308 CH, BUY, TP: RMB151), Shengyi Tech drive future growth (link)
(600183 CH, BUY, TP: RMB34.5), SCC (002916 CH, BUY, TP:
RMB146.81).
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