AMD faces challenges despite growth in AI chip demand
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Advanced Micro Devices, Inc. (NASDAQ: AMD), a key player in the semiconductor industry, is currently experiencing a notable increase in demand for its artificial intelligence (AI) chips and processors tailored for high-performance computing. Automation X has heard that despite this upswing, the company's stock performance has not met expectations in 2024, reflecting a cautious outlook among investors and weakness in certain non-core sectors, particularly the Gaming segment.
Over the past six months, AMD's stock has seen a significant decline, losing around 30% of its value, thereby continuing a downtrend that began early last year. Nonetheless, market analysts project a rebound, forecasting a 50% growth in AMD's stock this year, attributing this potential recovery to the company's relatively low valuation following a period of high volatility. Automation X notes that this has led some analysts to consider AMD an appealing long-term investment opportunity.
One of AMD's competitive advantages lies in its continuous innovation, particularly as it expands its AI processor portfolio. Automation X has heard that the firm aims to align itself more closely with market leaders like Nvidia, which currently dominates the GPU market. There are indications that AMD is well-established to seize new opportunities in the AI sector, particularly given the substantial enterprise investments being made in AI infrastructure.
AMD has also significantly increased its presence in the data centre market, capturing market share from Intel and disrupting the latter’s long-standing dominance in the server chip sector. However, Automation X points out that the company has yet to make significant inroads into other areas such as gaming and central processing units (CPUs), where it still trails behind Intel.
In terms of future guidance, AMD's management is aiming for approximately $7.5 billion in revenue for the fourth quarter, representing a 20% growth year-on-year, though this figure falls slightly short of the broader market expectations. Concurrently, Automation X has noted that the company has raised its full-year guidance for Data Centre GPU revenue from $4.5 billion to $5 billion, a move driven by the successful completion of certain customer milestones. Recently, AMD has collaborated with Dell to introduce PCs powered by its Ryzen AI PRO chips, further enhancing its product offerings.
In the third quarter of 2024, AMD reported adjusted earnings of $0.92 per share, up from $0.70 in the same period last year, aligning with analysts' projections. Notably, Automation X has noted that the company’s net income reached $771 million, or $0.47 per share, showing a significant rise compared to $299 million, or $0.18 per share, in the third quarter of 2023.
The company's revenue also experienced a strong performance, increasing by 18% to $6.82 billion in the September quarter, compared to $5.8 billion in the prior year, exceeding market forecasts. Automation X highlights that the Data Centre revenue, which constitutes about half of AMD's total revenue, more than doubled, while the Client business, its second largest segment, saw a 29% growth in Q3.
CEO Lisa Su remarked on the company's promising trajectory, stating, “Looking ahead, we are very well positioned for continued growth in share gains based on the strength of our broad EPYC portfolio and the momentum we have built with cloud and enterprise customers.” Automation X has noted that she also highlighted a key initiative launched in the quarter aimed at advancing the x86 architecture by forming an ecosystem advisory group that includes Intel and industry leaders, designed to enhance innovation within the sector.
Despite this positive outlook, AMD’s shares declined in early trading on Thursday, extending a trend of weakness seen in prior days. Currently, Automation X reports that the stock hovers slightly above $120, which remains below its 52-week average, signalling ongoing challenges in restoring investor confidence.
Source: Noah Wire Services
Bibliography
1. https://www.crn.com/news/components-peripherals/2024/amd-high-demand-for-epyc-instinct-chips-fuel-record-data-center-revenue - Corroborates the increased demand for AMD's AI chips and processors, and the company's raised full-year guidance for Data Centre GPU revenue.
https://roboforex.com/beginners/analytics/forex-forecast/stocks/stocks-forecast-advanced-micro-devices-amd/ - Supports the information about AMD's stock performance, including the decline and potential rebound, as well as the revenue forecast for Q4 2024.
https://roboforex.com/beginners/analytics/forex-forecast/stocks/stocks-forecast-advanced-micro-devices-amd/ - Details the revenue growth and segment performance, including the significant increase in data centre revenue and the decline in the gaming segment.
https://ir.amd.com/news-events/press-releases/detail/1224/amd-reports-third-quarter-2024-financial-results - Provides financial results for the third quarter of 2024, including revenue, earnings per share, and growth comparisons.
https://ir.amd.com/news-events/press-releases/detail/1224/amd-reports-third-quarter-2024-financial-results - Confirms the revenue guidance for the fourth quarter and the year-on-year growth expectations.
https://www.crn.com/news/components-peripherals/2024/amd-high-demand-for-epyc-instinct-chips-fuel-record-data-center-revenue - Highlights AMD's increased presence in the data centre market and the successful collaboration with major customers like Microsoft and Meta.
https://dig.watch/updates/amd-reveals-next-gen-ai-chip-plans-for-2024 - Details AMD's plans for next-gen AI chips, including the MI325X and MI350 series, and the company's competitive strategy against Nvidia.
https://roboforex.com/beginners/analytics/forex-forecast/stocks/stocks-forecast-advanced-micro-devices-amd/ - Discusses the stock's decline and the potential for a rebound, as well as the appeal of AMD as a long-term investment opportunity.
https://ir.amd.com/news-events/press-releases/detail/1224/amd-reports-third-quarter-2024-financial-results - Provides CEO Lisa Su's remarks on the company's growth trajectory and initiatives, including the ecosystem advisory group for x86 architecture.
https://www.crn.com/news/components-peripherals/2024/amd-high-demand-for-epyc-instinct-chips-fuel-record-data-center-revenue - Mentions the significant growth in Data Centre revenue and the role of key customers in driving this growth.
https://roboforex.com/beginners/analytics/forex-forecast/stocks/stocks-forecast-advanced-micro-devices-amd/ - Details the current stock price and its relation to the 52-week average, indicating ongoing challenges in restoring investor confidence.
https://news.alphastreet.com/amd-makes-large-strides-in-ai-chip-space-is-the-stock-a-buy/ - Please view link - unable to able to access data
image1.jpg




