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Company background 
Vertiv (VRT) designs, manufactures and services critical digital infrastructure for data centers 
(80% of net sales in 2024), communication networks (10%), and commercial and industrials 
(10%). Key products include critical infrastructure & solutions (AC & DC power management, 
integrated modular solutions, thermal management), integrated rack solutions (racks, rack 
power and power distribution, rack power distribution etc.), and management systems for 
monitoring and controlling digital infrastructure, integral to the technologies in services such 
as e-commerce, online banking, file sharing, video on-demand, energy storage, wireless 
communications, IoT and online gaming. The most prominent brands include Vertiv, Liebert, 
NetSure, Geist, Energy Labs, ERS, Albér, and Avocent. The company operates across three 
reportable segments: the Americas (56% of net sales in 2024); Asia Pacific (22%); and Europe, 
Middle East, & Africa (22%). 
 
Industry overview 
VRT is operating in the data center infrastructure industry, a core sector supporting global 
digital transformation, primarily providing hardware facilities and technical services required 
for data storage, computation, and transmission in fields like the internet, cloud computing, 
and AI. The industry primarily generates revenue through the sale of key data center 
equipment, including power systems (e.g., 800VDC platform), cooling equipment (e.g., liquid 
cooling CDU units), server racks, and IT infrastructure. Taking VRT as an example, its 3Q25 
revenue reached $2,676mn (82.8% of product sales), driven mainly by explosive demand 
from AI data centers for liquid cooling solutions and high-efficiency power products. VRT's 
role as the exclusive liquid cooling supplier in the NVIDIA-led COOLERCHIPS program further 
validates the profit potential of high value-added products. 
 
Capital expenditure by hyperscale operators and data centers grew by 55% in 2024 and is 
expected to increase by a further 56% in 2025. However, Vertiv's organic sales grew by only 
18% in 2024, with projected growth of 26-28% in 2025. This indicates that the company is 
struggling to fully meet the surging market demand due to factors such as supply chain 
constraints and the typical positioning of cooling solutions later in the procurement cycle. As 
the backlog of unfilled orders continues to rise and stable capital expenditure supports the 
growth trajectory, the company's order volume continues to increase. Given that organic 
order volume is a core revenue driver, we forecast net sales growth of 27%/25% in 
2025/2026 under the baseline scenario. 
 
According to Dell'Oro Group data, the liquid cooling market size is expected to approach $2 
billion by 2027, with a compound annual growth rate of 60% during the period 2020-2027. 
The upgrade in cooling technology requires driving product structure optimization, allowing 
Vertiv to strengthen its pricing power and improve gross margins. However, the full 
manifestation of this effect depends on the pace of technological evolution, so its impact is 
relatively limited in the 2026 forecast. The breakthrough in microfluidics technology 
announced by Microsoft in September, which embeds liquid cooling directly inside chips, 
makes precise control of liquid flow paths within racks crucial. Amid the growing trend of 
hyperscale operators emphasizing independent intellectual property development, the 
company, with its unique positioning, can seize such high-value innovation opportunities 
and continue to serve as a core partner for the development, supply, and deployment of 
large-scale solutions. 
 

Accumulate 
CMP USD 165 
(Closing price as of 19 Nov) 

Target USD 188 (+13.7%) 
 
COMPANY DATA 

O/S SHARES (MN) : 0.38 

MARKET CAP (USD MN) : 63.03 

52 - WK HI/LO (USD): 202.45/53.57 

 

SHARE HOLDING PATTERN, % 
The Vanguard Group 10.0% 
BlackRock 9.7% 

  

  

 

 

PRICE VS. S&P 500 

 
Source: Phillip Securities (HK) Research 

 

KEY FINANCIALS 
USD mn FY23 FY24 FY25E FY26E 

Revenue  6,863   8,012   10,180   12,744  
Adjusted net profit  685   1,105   1,587   2,066  
Adjusted EPS 1.75 2.86 4.06 5.38 
P/E ratio, x 72.1 73.3 46.2 34.8 
Dividend Yield 0.1% 0.1% 0.1% 0.1% 

Source: Company reports, Phillip Securities Est. 
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Data centers are placing higher demands on cooling solutions to support 
continuously increasing rack power densities. Current data centers commonly 
support rack power exceeding 20kW, but the market is moving towards levels above 
50kW. The thermal density characteristics of new-generation CPUs and GPUs 
significantly exceed those of previous generations, while server manufacturers are 
packing more processing units into individual racks to meet the surging demands of 
high-performance computing and AI applications. 

 
Company valuation 
Although the growth in order volume has been accompanied by a narrowing 
incremental profit margin, reflecting a weakening pricing power since the second 
quarter of 2024, signs of easing pressure have emerged. In the third quarter of 2025, 
the Americas region contributed 40% of the incremental operating profit margin, 
marking a strong reversal from the declining trend in incremental margins in the first 
half of the year. This was primarily due to the fading impact of raw material costs and 
tariffs. Management expects to largely offset the tariff impacts by the end of the first 
quarter of 2026. Accordingly, we set the incremental operating profit margin for the 
baseline 2025/2026 scenario at 23%/24%. 
 
Key assumptions in the DCF analysis: 

1. WACC: The capital structure consists of 67.6% debt and 32.4% equity, with a 
debt cost of 1.2%, an effective tax rate of 35.2%, and an equity cost of 27.2%. 

2. The discount period is from the fourth quarter of 2025 to the fourth quarter 
of 2026, calculated on a quarterly basis. 

3. The perpetual growth rate is 4.0%, based on the US GDP growth rate, 
converted to a quarterly growth rate of 1.0%. 

Considering the limitations of the DCF model, we employed three valuation methods, 
comparing this result with EV/EBIT and P/E valuations, and ultimately derived a 
target price of $188, initiating with an "Accumulate" rating. 
 

 
 

Risk factors 
1) Intensifying competition; 2) Intensified trade friction; 3) Deteriorated market 
demand. 
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PHILLIP RESEARCH STOCK SELECTION SYSTEMS 

 
We do not base our recommendations entirely on the above quantitative return bands.  We consider qualitative factors like (but not limited to) a 
stock's risk reward profile, market sentiment, recent rate of share price appreciation, presence or absence of stock price catalysts, and speculative 
undertones surrounding the stock, before making our final recommendation 

 
GENERAL DISCLAIMER 

This publication is prepared by Phillip Securities (Hong Kong) Ltd (“Phillip Securities”). By receiving or reading this publication, you agree to be bound by the terms and 

limitations set out below.  

 

This publication shall not be reproduced in whole or in part, distributed or published by you for any purpose. Phillip Securities shall not be liable for any direct or 

consequential loss arising from any use of material contained in this publication.  

 

The information contained in this publication has been obtained from public sources which Phillip Securities has no reason to believe are unreliable and any analysis, 

forecasts, projections, expectations and opinions (collectively the “Research”) contained in this publication are based on such information and are expressions of belief 

only. Phillip Securities has not verified this information and no representation or warranty, express or implied, is made that such information or Research is accurate, 

complete or verified or should be relied upon as such. Any such information or Research contained in this publication is subject to change, and Phillip Securities shall not 

have any responsibility to maintain the information or Research made available or to supply any corrections, updates or releases in connection therewith. In no event will 

Phillip Securities be liable for any special, indirect, incidental or consequential damages which may be incurred from the use of the information or Research made 

available, even if it has been advised of the possibility of such damages.  

 

Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this material are as of the date indicated and are subject to change at any time 

without prior notice.  

 

This material is intended for general circulation only and does not take into account the specific investment objectives, financial situation or particular needs of any 

particular person. The products mentioned in this material may not be suitable for all investors and a person receiving or reading this material should seek advice from a 

financial adviser regarding the suitability of such products, taking into account the specific investment objectives, financial situation or particular needs of that person, 

before making a commitment to invest in any of such products. 

This publication should not be relied upon as authoritative without further being subject to the recipient’s own independent verification and exercise of judgment. The 

fact that this publication has been made available constitutes neither a recommendation to enter into a particular transaction nor a representation that any product 

described in this material is suitable or appropriate for the recipient. Recipients should be aware that many of the products which may be described in this publication 

involve significant risks and may not be suitable for all investors, and that any decision to enter into transactions involving such products should not be made unless all 

such risks are understood and an independent determination has been made that such transactions would be appropriate. Any discussion of the risks contained herein 

with respect to any product should not be considered to be a disclosure of all risks or a complete discussion of such risks.  

 

Nothing in this report shall be construed to be an offer or solicitation for the purchase or sale of a security. Any decision to purchase securities mentioned in this research 

should take into account existing public information, including any registered prospectus in respect of such security. 
 

Disclosure of Interest 
Analyst Disclosure: Neither the analyst(s) preparing this report nor his associate has any financial interest in or serves as an officer of the listed corporation covered in 

this report 

Firm’s Disclosure: Phillip Securities does not have any investment banking relationship with the listed corporation covered in this report nor any financial interest of 1% or 

more of the market capitalization in the listed corporation. In addition, no executive staff of Phillip Securities serves as an officer of the listed corporation. 
 
Availability 
The information, tools and material presented herein are not directed, intended for distribution to or use by, any person or entity in any jurisdiction or country where 

such distribution, publication, availability or use would be contrary to the applicable law or regulation or which would subject Phillip Securities to any registration or 

licensing or other requirement, or penalty for contravention of such requirements within such jurisdiction. 

 

Information contained herein is based on sources that Phillip Securities (Hong Kong) Limited (“PSHK”) believed to be accurate. PSHK does not bear responsibility for any 

loss occasioned by reliance placed upon the contents hereof.  PSHK (or its affiliates or employees) may have positions in relevant investment products. For details of 

different product's risks, please visit the Risk Disclosures Statement on http://www.phillip.com.hk.   
©  2025 Phillip Securities (Hong Kong) Limited 

Total Return Recommendation Rating Remarks 

>+20% Buy 1 >20% upside from the current price 

+5% to +20% Accumulate 2 +5% to +20%upside from the current price 

-5% to +5% Neutral 3 Trade within  ± 5% from the current price 

-5% to -20% Reduce 4 -5% to -20% downside from the current price 

<-20% Sell 5 >20%downside from the current price 
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