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Latest Questions From
Investors as Optical Breaks Out
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WHAT'S CHANGED

Corning Inc (GLW.N) From To

Price Target $127.00 $140.00
Lumentum Holdings Inc (LITE.O)

Price Target $595.00 $710.00
Coherent Corp (COHR.N)

Price Target $250.00 $290.00
Ciena Corporation (CIEN.N)

Price Target $286.00 $405.00

Optical stocks have continued to reach new heights, up another
~20% over the L1M. Teach-ins still taking place, pointing to
availability of additional investors. With stocks at/near bull
cases, we focus on recent debates. See more room in COHR if
execution improves; more cautious GLW into EPS.

Key Takeaways
B A new wave of investors post-OFC have come into optical, driven by strong Al

demand outlook given improvements in new models / momentum trade.

B Pool of new investors can continue to support bull cases and buy weakness; note
mults have long broken out of trad ranges, particularly vs. memory/drives.

B Ability to capture margin in sold out conditions has been latest focus of
investors, with LITE in the drivers seat today.

B Investor interest order (highest to lowest — though lowest still relatively high):
COHR, GLW, LITE, CIEN.

B Expectations for near term margin, combined with recent moves, keep us more
reserved into earnings on GLW, though tend to favor LT demand dynamics of
GLW.

Pool of investors still growing, pointing to momentum continuing. With recent
model releases showing non-linear improvements, supporting continued step-ups
in
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towards the tail end of 2025, this has led to another wave of incremental investor
conversations pick up in the last month. With optical names having broken out of
historical multiples (now all pushing 20x+ bullish 28e multiples, more like 40x
street) vs. memory / drives (trading in single digits or low double digits), we tend to
see better returns elsewhere in the supply chain. We don't expect the enthusiasm
for optical names to wane just yet as there is nothing that disproves the bull case
for now. This is particularly true as many of the new products driving the bull
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case, and capacity expansions that could loosen sold out conditions don't come
on until later this year or into 2027. In general, we would rank investor
preference as COHR, GLW, LITE, CIEN, viewing the valuations of LITE / CIEN more
full.

Given sold out conditions, margins to be in bigger focus heading into earnings;
biggest concern in NT for GLW. As noted above, many optical names are simply
sold out through this year and a good portion of next year (though we don't know
that pricing is necessarily fixed in out years). That makes the top line much less of
a mystery vs. margin in the coming quarters. While LITE has been raising prices
aggressively to capture upside, a reason why bull case estimates are much higher
than sellside estimates, we are less certain of it happening across the supply chain.
Reports out of Asia have noted carrier fiber prices rising by 75%, to the highest
price in 7 years, which in turn has raised investors interest in GLW, thinking that
accompanying price increases could simply be passed through. Corning has been
more reluctant to paint to spot prices, noting as of Q&4 eamnings that "there is
enough fiber [globally] to meet demand”, and that pricing "..you'll see the mix impact
of these more valuable innovations. These innovations enable our customers to have
better and more reliable optical performance.. with significantly reduced installation
costs. Whenever we create this much value, usually some of that value creation will
end up accruing to our shareholders... So over time, the more valuable our
innovations are, we would expect our profitability to improve.” Recent checks also
point to: 7) 30%+ of BEAD funds will now be focused towards fixed wireless /
satellite, lowering the load on fiber buildouts from telcos, 2) upon CommScope's
fiber business sale to Amphenol, Corning cancelled orders of raw fiber to
CommScope, causing them to cancel orders, tightening the fiber market slightly.
While we would expect GLW to eventually be able to deliver higher margins given
current incrementals in the 30's, we are more cautious around some of the near
term pricing dislocation out of Asia being indicative of pricing in the US. While we
are cautious into the print, we are cognizant that given the Investor Event the
next week, investors are likely to stay with the name on hope of materially raised
Project Springboard estimates (though even there, we don't see company guiding
as aggressively as built into buy side estimates, limiting upside).

'28e bull case expectations now within sight for investors. In general, the bull
case EPS numbers we hear most often from investors are: $40 in 2028 for LITE, $6
in 2028 for GLW/ $10 in 2030 for GLW, $20 for CIEN in 2028 and $15+ for COHR.
With stocks trading somewhere between 20-25x all of those bull case CY28
numbers, we often get the question of why is the multiple so much higher than for
drives / memory. While muscle memory is certainly a part of it, the availability of
data points within memory (and the pricing valatility is higher). Given those bull
cases are a combination of pure cloud demand, new products, pricing and
operational efficiencies, and many of those new products won't flow through until
2027 (when you could also see a pricing uplift), the general investor sentiment is
that there is little to disprove the bull case for now (vs. memory where there are

more data points in the near terms that drive the stocks).

Key questions / debates we have been having (see Analysis section for more
detail):




» What could GLW's Optical business margins Look like if pricing passed
through?

» How much capacity is coming online in Indium Phosphide (InP)?

* What multiples should these names be trading at?

* What does competitive landscape look like on optical circuit switching
(ocs)?

» Will CIEN have any competition in scale across?

» What does "Narrow and Fast" vs. "Wide and Slow" optics mean for the
optical supply chain?

Exhibit 1: | ack of Headwinds in Near Term to Keep Stocks at Bull Cases, With
Some Near Term Risk Around GLW
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Price targets move closer to bull cases; few negative catalysts in near term (
except for GLW). After OFC we are updating our models (aside from LITE, which
was updated at OFC) to account for greater demand drives and commentary about
margin leverage. We are also adjusting multiples to be closer to bull cases which
incorporate investor feedback around EPS targets. As noted above, we do not see
a lot of reason for valuations to revert to our price targets in the near term,

incorporating more bullish expectations far CPO / OCS adoption and how long
market can stay in tightness. We also see cases where given volatility in memory
data points, investors continue to pile into these names. However, we do think at

multiples of traditional multiples and embedding little in the ways of pricing
competition ever moving into the space, that bull cases are very generous at this
point. Qur PT on GLW moves to $140 (from $127), LITE moves to $710 (from $595
), CIEN moves to $405 (from $280) and COHR moves to $290 (from $250).




Analysis

What could GLW's Optical margins look like if pricing passed through? There are a
couple of things we would highlight about recent questions about GLW's margins if fiber
pricing commentary passed through. First, conversations as to why Asia fiber
commentary could be different than the US has focused in on Ukrainian drones needing
fiber to support flight to avoid signal scrambling, and that fiber type being what is sold
out of China. Second, their commentary / track record would support more limited
pricing changes. While that makes us more cautious on the degree of pricing increases vs.

market expectations, we do acknowledge that current incrementals and Japanese fiber
producer margins support higher eventual margins. The exhibits below detail

incremental EPS impact from higher incremental margins on the optical business.

Exhibit 2: Incremental Margins in the 30's Could Support Meaningful Margin
Expansion Particularly If Able to Pass on Further Price Increases
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Exhibit 3: Incremental EPS As Growth Flows Through at Higher Margins
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How much capacity is coming online in Indium Phosphide (InP)?

We frequently get asked if we have a model for demand for lasers and overall supply.
Given there is little market share data and Lumentum is the only name to give meaningful
detail around capacity expansions, we have not found a reliable way to analyze the
market. Additionally, there are a variety of opinions around what the split of EML/ CW
lasers will be in 1.6T demand, making forecast more difficult to predict (with LITE noting
30-40% of 1.6T demand will be CW, Sumitomo thinking it will be over 50%). We would
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note recent commentary from Broadcom has noted that they would raise capacity 4-6x
over the next year, which would seemingly loosen capacity bottlenecks significantly,
however, the timing and exact details around the expansion are unknown. Yields are
also a significant current unknown, with many vendors switching to 6", complicating
the transition.

Exhibit 4: What We Know / What We Don't Know
Expansion of Capacity 50%+ in CY26 from LITE

100%in CY26 / 100%+ in CY27 from COHR
100% from '24-'26 / 40% from '26 - '28 from Sumitomo
Significant Capacity Expansions from Broadcom

What We Don't Know
Splitof EML/ CW Lasers Estimates for CW as % of 1.6T Vary from 30% to Over 50%
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Exhibit 5: LITE Gives Explicit Capacity Expansions Around Exhibit6: Though Still Pointing to Shortage
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What multiples should these names be trading at?

Looking at optical right now, it is trading at a meaningful premium to long term average
multiples in the teens. With optical having growing content (co-packaged optics, optical
circuit switching, coherent lite, fiber in scale-up), a premium to historical averages are
reasonable. Additionally, street estimates are often well short of where buyside estimates

are for optical (vs. memory / drives).

We see the 20-25x 28e EPS multiples sustaining in the near term given: 1) there are no
spot prices, 2) many of the bull case drivers built into buyside estimates don't come out
until '27/'28, 3) Al capex data points are showing no signs of abating (with many other
areas of tech offering Al risk vs. Al reward). Where we would be cautious would be on
1) margins, given expectation of repricing (particularly for GLW, COHR), 2) AVGO's
capacity expansions in lasers (which could bring some form of equilibrium to the
market), 3) competitive landscape within OCS. If we were to see a more competitive
landscape appear, we could see multiples fall back into the high-teens on a N+2 basis,
more in-line with historical averages.



Exhibit 7: With the exception of SNDK and MU, optical, memory, and storage stocks
are trading =100% higher than their respective 10-year avg. NTM PE
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Exhibit 8: Optical valuation multiples began to inflect in April 25 and have since
reached record levels, with names such as CIEN and LITE now trading at ~3x therr
respective five-year historical averages.
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What does competitive landscape look like on optical circuit switching
(ocs)?

As we noted — coming out of OFC, there has been significant momentum around optical
circuit switching (OCS), with Google, Oracle and Meta investing meaningful resources
behind it (with many others looking). Cisco noted at OFC that they found some of the
start-ups in the space as having more compelling price points vs. LITE / COHR, leading to
us often getting the question of who has the most compelling form factor and is best able
to take advantage of the market opportunity. The broader competitive field is becoming
more active, with Eoptolink pointing to more OCS product activity. Eoptolink unveiled its
NX200 and NX300 OCS systems at OFC 2026 and highlighting self-developed MEMS
mirrors and participation in the OCP OCS project. The company appears increasingly
active in OCS, but we do not yet see official evidence of large-scale OCS-specific capacity
buildouts, which keeps our near-term focus on proven deployments rather than on a

broad new supply response.

In general, we would note that OCS is a more challenging architectural decision than
currently estimated by investors. However, with multiple people looking at it, we tend
to think that other customers are likely to want to replicate what they know works,
hence leaning towards LITE's MEMS based solution in the near term. Longer term, given
we see most of the use cases being in scale-up, we see a broader diversity of solutions
being deployed.



Exhibit 9:

OCS applications in datacenters
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Will CIEN have any competition in scale across?

3rd party data indicates CIEN remains the clear leader in long haul DCl with ~63% share in
North America ( Exhibit 11). With multi-rail systems coming into the market later this year,
CIEN has been optimistic about it offering an opportunity to help with operating margins,
with multi-rail offering 50-70% price advantages. Some of this optomism around pricing is
due to their dominant competitive positioning, and that their closest challenger Nokia has
never produced competitive solutions to the degree that they are trying to (& digital
signal processors in 2 years vs. previous schedule of 1 every & years). If Nokia, covered by

Terence Tsui, is able to produce to the schedule, in additional to Cisco, who will also have

multi-rail products out, we see it as challenging for CIEN to raise price meaningfully on

their products. If they stumble, CIEN could potentially have the earnings power bulls

expect. We would note that since multi-rail products are not meaningful to CIEN until
CY27, this is a debate that won't be solved in the near term, keeping valuations elevated.

Exhibit 11: CIEN Has Dominant Share in Long Haul DCI
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Exhibit 12: Vs. Pluggables Where they are More of a Challenger
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Exhibit 13: Diversity of CIEN Portfolio Leading Currently
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Exhibit 15:

Nokia Targetin

Exhibit 14: Lbxpects to be karliest with Multi-Rail
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"Narrow and Fast" vs. "Wide and Slow" Optics in Co-Packaged Optics?

Today, most networks operate in fast-and-narrow implementations, namely using fewer

lanes operating at the highest speeds. This causes greater power usage and can cause
higher sign-to-noise requirements. The alternative is an approach with more lanes with
lower speeds (known as Wide and Slow). The reason this is more of a debate is the use
of Wide and Slow optics ushers in the use of microLEDs, which are easier to produce
than the Indium Phosphide based lasers today. Coherent makes the argument below

about

VCSELs being a better solution in Wide and Slow as well. The topic will take multiple
years to resolve, but is one that we have been asked about more recently.



Exhibit 16: Energy Comparison Across Copper, Pluggable Optics, Silicon Photonics
CPO, microLED, and VCSEL based Wide and Slow
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Exhibit 17: The next optical upgrade cycle is increasingly about moving fewer lanes at

much higher speed, as narrow-and-fast architectures improve density and offer a more

scalable path to A
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Model Changes / PT Changes

Remain EW GLW, PT to $140 (from $127 PT). We are raising our PT as we reflect
higher earnings power from contributions of fiber demand in coming years (with
margin improvements). Qur Base Case of $140 (from $127) applies our unchanged ~30
x multiple to our revised FY28e Base Case EPS of $4.66 (from FY28e $4.22). This
multiple is well above GLW's traditional trading range of 16x over the last 10-years, but
reflects optimism on growth / margin potential of optical business. Our Bear Case
valuation of $72 (from$64) reflects ~16x FY28e Bear Case EPS of $4.50 (using $4.50
previously for FY28e). Our multiple of ~16x is closer to GLW's average trading range
since 2010. Our Bull Case valuation of $192 (from $175) reflects ~35x FY28e Bull Case
Core MSe EPS $5.5 (from $5). Our ~35x multiple is on the high end of GLW's historical
ranges. Biggest downside risks to our PT are Al capex slowing, tariffs and macro
uncertainty materially impacting demand with Service Provider customers and

consumer exposed business lines (e.g. Display).
Exhibit 18: Changes to Our Model
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Remain EW LITE, PT to $710 from $595, bull case to $1,000. We are raising our PT to
incorporate greater investor confidence around earnings power and demand, in light of
management commentary about sold out conditions lasting into 2028. Our $710 PT
represents 30x (from ~25x) on our FY28e earnings power of $23.70. Our bear case
valuation represents $400 (from $360), reflecting 20x on our FY28e bear case earnings
power of $20 (from $18). Our bear case accounts for weakening in pricing conditions. Our
bull case valuation is $1,000 (from $900) and reflects 25x (from ~30x) our CY28e bull
case earnings power of $40 (from ~$30 FY28), which continues to expect OCS and CPO
ramps without any hiccups (trading at the high side of cyclical names). Biggest risk to our
PT is a turn in Al ecosystem valuations and EML constraints.

Remain EW CIEN, raising PT to $405 (from $280). We are raising our PT as we reflect
higher earnings power from contributions of fiber demand in coming years, which comes
on with margin leverage. Our base case rises to $405 from $280, applying an unchanged
~32x multiple ta revised FY28E EPS of $12.60 (from$8.60). Our bull case moves to $540
from $400, or ~27-30x CY28e buyside expectations of $18-20 (from 35x FY28 $10). Our
bear case moves to $180 from $120 representing ~18x FY28e EPS. Biggest risk to our PT
is constraints on telco spending or 800ZR/multi-rail becomes competitive in pricing earlier
than expected.
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Exhibit 19: Changes to Our Model
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Remain EW COHR, PT to $290 (from $250). We are raising our PT as we reflect higher
earnings power from contributions of OCS/ CPQ / transceivers as demand continues to
outstrip demand. Qur $290 PT represents 30x our FY28e earnings power of ~$9.60 (from
32x $9), growing margin leverage as capacity comes online (and higher demand for CPO /
OCS). Our multiple is above the historical average trading range given Al exposure. Qur
bear case valuation of $144 (from $120) reflects 16x our FY27e bear case earnings power
of ~$9 (from $7.5). Our bull case valuation of $400 (from $350) reflects ~30x (from
~35x) our CY28e bull case earnings power of ~$13.50 (from ~$9.5), which continues to
reflect share gains in datacomm. Biggest risk to our PT is a turn in Al ecosystem valuations
and EML constraints.

Exhibit 20: Changes to Our Estimates

L I ——

O Pt 56 8101 FELY S15814  SISASE  SITERE  S1aM3 | sEE9e 1. 84577 F2.3 $0,8882 ™
% Change Ll L) Ll % L) L] ~ “

O Caros Prone wmez Fh Y W PA R} LR srans | seras ™ 0. E Y .92 ™
i s Mg 1% £ av% % ] ES ] e

% Change L] % % % % % »~ Lo

DAt Operatng inmme: L6 9 5% 065 53360 = 21 w080 | sisna % FIE R = 52,3361 m
O Opavarang Margen % 0% To% 1% % s0% F- 3 Fe3

* Change L. % % o= o Y ™

Ot Adgabed £ 1 [ETEY 006 s 142 FIE] 42 s FER] MR W =13
* Cange % ox ox ox ox o £ .

Souree o gen Stunkey Reseach estrmates
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Risk Reward - Corning Inc (GLW.N)

Exp'd Margin Leverage and Scale-Up Opportunity Driving Stock Towards Bull Case

PRICE TARGET $140.00

Our base case valuation reflects ~30x on FY28 Base Case earnings power of ~$4 66 (from
$4.22). Our multiple represents a premium to GLW's traditional trading range over the last 10

years given Al megatrend.

Consensus Price Target Distribution

$96.44 »

$171.00
MS PT

Llosn @ organ Skavley Eslicges

RISK REWARD CHART AND OPTIONS IMPLIED PROBABILITIES (12M)

usD
320

240

0
APR 25 OCT 25 APR 26

$140.00(- 1 83%)
*——— Prob (>140.00)~42 4%

APR 27

Key: — Historical Stock Performance @ Current Stock Price # Price Target

BULL CASE $192.00
~35x 28e MSe Bull Case Core EPS ($5.5)

Upside to estimates driven by fiber and
entry intro manufacturing agreement to
leverage US footprint. Our Bull Case reflects
meaningful upside to Spiringboard and
greater recognition of Solar / Telco Fiber
business. Also gives credit for upside from
unknown US manufacturing project.
Premium to historical trading range given Al
opportunity.

BASE CASE $140.00
~30x 28e Base Case Earning Power

Tariff risk Largely ignored, continues to see
upside to optical demand. GLW remains well
exposed to various LT secular trends, with
fiber pass through to margins being slightly
better than expected. In this scenario, FY28e
core EPS seen at $4.66. Our multiple
represents a premium to GLW's traditional
trading range over the last 10 years given
accelerated growth and Al opportunity.

EQUAL-WEIGHT THESIS

= Display business, which generates majority
of earnings, operates efficiently. Additional
currency related price increases support
margins.

= Optical business sees resumption in
growth as carrier fiber deployments pick up,
and also benefits from Al datacenter
demand for fiber.

= Consumer businesses see slow recovery,
particularly given weaker macro

Consensus Rating Distribution

] 65% Overweight
o IS 35% Equal-weight

0% Underweight

® M5 Rating
Risk Reward Themes
Pricing Power: Positive
Secular Growth: Positive
BEAR CASE $72.00
~16x Bear Case 28e EPS ($4.5)

Larger tariff Impact; less mitigation. Broadly
speaking, growth challenged given macro
headwinds, particularly in consumer exposed
businesses. Our bear case earnings power
accounts for downside from macro volatility
if tariffs reintroduced. In this scenario,
FY28e core EPS seen at $4.5. Multiple of
16x is closer to GLW's average trading range
since 2010.
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Risk Reward - Corning Inc (GLW.N)

KEY EARNINGS INPUTS

Drivers 2025 2026e  2027e  2028e
Total Revenue ($, mm) 15,629 17,985 20,255 22,688
Gross Margin (%) 36.0 357 36.7 377
Free Cash Flow ($, mm) 1,413 1,608 1,891 2383

EPS Growth Y/Y (Non-GAAP) (%)  29.0 2.7 238 220

INVESTMENT DRIVERS RISKS TO PT/RATING
« Optical fiber deployments from service RISKS TO UPSIDE
providers

« Acceleration in optical project activity

« Margins improve on display business

+ Use of more sheets of gorilla glass per mobile
device, increase in auto

+ Further gas particulate filter adoption

Improved capital return as improved demand

« Consumer spending (mabile devices, TVs)

« Incremental adoption of core technologies
(glass, ceramics, optical physics) across more
end markets / verticals (i.e. auto glass)

GLOBAL REVENUE EXPOSURE supports higher cash flow
®0-10% Eturope ex UK RISKS TO DOWNSIDE
@ 0-10% India « Macro disruption challenges pricing / margins,
®0-10% Japan cash flow generation
w ®0-10% Latin America « Pricing discipline dissipates in display
4 ®0-10% MEA « Delay in fiber deployment plans
= e 010% UK

APAC, ex Japan, Mainland
« o APAC. ex Japon OWNERSHIP POSITIONING
® 20-30% Mainland China

Inst. Owners, % Active 50.5% ]
30-40% Morth America
HF Sector Long/ShortRatio 2. 1x [ |
harg HF Sector Net Exposure 25.2% [ |

MS ALPHA MODELS

5/5 24 Month 5f5 3 Month

BEST Horizon MOST Horizon

MS ESTIMATES VS. CONSENSUS
FY Dec 2026e

Sales / 18,704
Revenue 17 666 4 19721
(3, mm)

EBITDA

(6, mm) 4312 @ 5691

2,686

Netincome .y @ 3,033

(8. mm)

3.09

©) 290 L 2 3.50

® Kean @ MWorgan Stanley Estimates
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Risk Reward - Lumentum Holdings Inc (LITE.O)

Al More Embedded Into Base Case, Greater CPQO Adoption is Bull Case

PRICE TARGET $710.00

30x FY28 P/E of ~$23.70. ~30x is a premium to historical trading range given Al growth

outlook

Consensus Price Target Distribution

$455.00 L

$1,225.00
MSPT

tlazn @ orcan Starley Lsti—ztes

RISK REWARD CHART AND OPTIONS IMPLIED PROBABILITIES (12M)

uso

1600

1200

$894.07
BOO

400

1]

APR 25 0CT 25 APR 26

$710.00(-2059%)
—— Prob (>710.00)~321%

APR 2T

Key: — Historical Stock Performance @ Current Slock Price ¢ Price Target

BULL CASE $1,000.00

~25x CY28 Bull Case Earnings Power
(~$40)

CPO penetration greater than expected.
LITE able to achieve ~$40 in CY28 EPS in
our bull case as multiple business lines ramp
-- including CPO seeing far greater adoption
in scale-up / out than expected in early days.
Multiple remains at premium given growth
outlook, particularly on scale-up.

BASE CASE $710.00

~30x FY28 P/E (~$23.70)

Broad-based Al growth. Ramps to EMLs,
Telco (DCI), transceiver, OCS and CPO
business concurrently. Margin benefit from
EML constraints and higher blend of EML /
0OCS/ CPO. Our multiple is a premium to
historical trading range given Al enthusiasm.

EQUAL-WEIGHT THESIS

= Datacom positioning attractive,
particularly with ramping customer sets, but
questions remain on margin contribution
and impacts to earnings power

= Key questions remain on magnitude and
timeline of OCS ramp and length of EML
shortage.

= Upside to multiple likely limited by optical
componentry being some of names most at
risk from tariffs given intricate
manufacturing that should be slower to
move out of Asia, with LITE concentrated in
Thailand

Consensus Rating Distribution
| 79% Overweight
+ N 21% Equal-weight

0% Underweight
® MS Rating

Risk Reward Themes

Secular Growth: Positive

BEAR CASE $400.00
20x FY28 Bear Case Earnings Power (~$20)

Product lines have trouble ramping. OCS
and CPO do not ramp to expectations on
expected timeline. EMLs demand/supply
reach equilibrium sooner than expected,
pressuring margins. More signs that EMLs
will lose share to CW (Silicon Photonics).
Multiple trades closer to traditional ranges.
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Risk Reward - Lumentum Holdings Inc (LITE.O)

KEY EARNINGS INPUTS

Drivers 2025 2026e
Total Revenue ($, mm) 1,645 2,915
Gross Margin (%) 347 43.3
Operating Margin (%) 9.7 27.2
EPS Growth Y/Y (%) 366.1 276.2
INVESTMENT DRIVERS

« Opportunities like 3D sensing stillin early days

« ROADMSs in early days of deployment in China

« Position as a consolidator as leverage levers
more reasonable

GLOBAL REVENUE EXPOSURE

®0-10% Lburope ex UK
® 0-10% India
®0-10% Japan
®0-10% MEA
® 0-10% Mainland China
#0-10% UK

10-20% Latin America
® 10-20% North America

APAC, ex Japan, Mainland
40-50% (03 and India

’ 5

MS ALPHA MODELS

5/5 24 Month 5/5 3 Month

BEST Horizon MOST Horizon

2027e 2028e

4,986 7,736

472 49.7

35.4 38.9

937 58.2
RISKS TO PT/RATING
RISKS TO UPSIDE

« Datacom ramps and revenue mix more
attractive vs. expectations

« OCS ramps quickly, bringing additional revenue
/ profitability source

+ Al demand remains strong, causing EML
business to outperform and drive profitability

RISKS TO DOWNSIDE

« EML pricing falls given oversupply on reduced
Al demand

« CW takes share from EML

« Cloud Light hurts ability to improve margins

+ Industrial demand falls on macro

OWNERSHIP POSITIONING

Inst. Owners, % Active 60.4% [

HF Sector Long/Short Ratio 7 1x [ |

HF Sector Net Exposure 25.2% [ |

MS ESTIMATES VS. CONSENSUS

FY Jun 2026e

Sales /
Revenue 2,623
(8. mm)

EBITDA

(6, mm) 721

(6, mm) 464

©) 5.87

® Kean @ MWorgan Stanley Estimates

2915
& 2993

913
< 1,103

680
® 74

773
» 802
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Risk Reward - Coherent Corp (COHR.N)

Street Building In Material Margin Improvement as Capacity Comes Online

PRICE TARGET $290.00

~30x Base FY28e EPS (~$9.60). Multiple trades at premium to historical trading range given

Al exposure, trading more in-line with Al comps.

Consensus Price Target Distribution $170.00 ? $375.00
MSPT
tlazn @ orcan Starley Lsti—ztes

RISK REWARD CHART AND OPTIONS IMPLIED PROBABILITIES (12M)

uso

600

450

$345.02

1]

APR 25 OCT 25 APR 26

$290.00(-15 95%)
*——— Prob (>290.00)~32.9%

APR 27

Key: — Historical Stock Performance @ Current Slock Price ¢ Price Target

BULL CASE $400.00

~30x Bull Case CY28 Earnings Power of
(~$13.50)

Multiple sees expansion if company able to
gain share in datacomm. EPS power
accounts for COHR executing on self-help
story likely outlined during upcoming
Analyst Day, helping reduce interest expense
headwinds / margin structure. Able to
participate more meaningfully in CPO / OCS.

BASE CASE $290.00

~30x Base Case FY28 Earnings Power of
~$9.60

Spending trajectory healthy, but multiple
capped by volatility of space. Giving more
credit in earnings power for Analyst Day
targets. However, given volatility in end
markets, capping multiple at historical
averages. Earnings power closer to ~$9.60
and multiple trades at a premium to
historical trading levels given Al exposure.

EQUAL-WEIGHT THESIS

w Near-term Al/ML opportunity and
potential earnings optionality as net interest
expense is worked down

m Valuation reflects volatility in end demand,
particularly against more challenging
Analyst Day targets

= Several levers to improve earnings power,
including gross margin improvements and
debt reduction

m Believe in longer term growth opportunity
given attractive focus on differentiated
processes and diversified customer base,
with meaningful exposure to Al opportunity

Consensus Rating Distribution

— 74% Overweight
o I 26% Equal-weight

0% Underweight

® M5 Rating
Risk Reward Themes
Electric Vehicles: Positive
Secular Growth: Positive
Spedal Situation: Positive
BEAR CASE $144.00
16x Bear Case FY28 EPS of ~$9

See deterioration in pricing as too much
capacity comes along. COHR is unable to
execute on vision laid out at Analyst Day,
limiting changes to interest expense or
margin profile. Little earnings growth from
FY26, causing multiple to trade slightly
above S-year minimums on the name.
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Risk Reward - Coherent Corp (COHR.N)

KEY EARNINGS INPUTS
Drivers 2025 2026e
Revenue Growth Y/Y (%) 234 19.1
Gross Margin (%) 37.9 39.2
Operating Margin (%) 178 20.4
Net Debt / EBITDA 329 2.45
INVESTMENT DRIVERS

What is the risk of China insourcing?

Can 3D sensing still be an attractive market for
COHR?

Can COHR get larger than expected synergies
out of Coherent?

« Can datacomm components capture outsized
opportunity with Al?

-

GLOBAL REVENUE EXPOSURE

APAC, ex Japan, Manland
®0-10% oy and India
Iml

®0-10% Japan

®0-10% MEA

®0-10% UK

® 10-20% Europe ex UK

# 10-20% Mamland China
50-60% North America

here
MS ALPHA MODELS
5/5  24Month  5/5 3 Month
BEST Horizon MOST Horizon

2027e 2028e
26.2 204
39.9 40.1
22.0 23.6
175 128
RISKS TO PT/RATING
RISKS TO UPSIDE

« Interest expense worked down given exit
businesses or accelerated delevering

«+ Pricing increases help gross margins

« 16T Al opportunity ramps faster than expected,
benefitting margins

+ Recovery in non-datacomm portions of
business

RISKS TO DOWNSIDE

« Macro headwinds or pricing increases difficult
to achieve given tariffs

« SiC market competitive

« Al build out pause, catalyzed by DeepSeek

« Competitive pressures in datacomm

OWNERSHIP POSITIONING

Inst. Owners, % Active 654% |
HF Sector Long/Short Ratio 7 1x [ |
HF Sector Net Exposure 25.2% [ |

MS ESTIMATES VS. CONSENSUS
FY Jun 2026e

Sales / 6920
Revenue 6,711 & 7.019
(S, mm)
EBITDA

1,517 & 1,74
(6, mm) ? e
et 1,053

income

99 1,064

(6, mm) 5 * & 106
5.42

EPS

512 4 5.53
© ¢

#* Kean  ®Norgzn Sienley Estimates
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Risk Reward - Ciena Corporation (CIEN.N)

Positive Growth Drivers, But Limited Room for Multiple Expansion

PRICE TARGET $405.00

~32x FY28e (non-GAAP) EPS of ~$12.60. Multiple is at a premium to historical trading range
and more in-line with Al comps, reflecting strong cloud positioning in Al opportunity and

expectations for margin and revenue upside.

Consensus Price Target Distribution

$240.00 *

$550.00
MS PT

Lesn N ungan Staeley Eslivogtes

RISK REWARD CHART AND OPTIONS IMPLIED PROBABILITIES (12M)

uso

000

500 450743

250

0
APR 25 0cCT 25 APR 26

@emccmccans

$405.00(-20 19%)
+——— Prob (>405.00)~354%

APR"2T

Key: — Historical Stock Performance @ Current Stock Price # Price Target

BULL CASE $540.00
~27-30x Bull CY28 buyside EPS ($18-20)

Gains share in 800ZR, sees meaningful
upside to revenue and earnings. Name able
to be an outsized beneficiary of Al given lead
on 800ZR and share gain opportunity with
neo clouds / custom development. Able to
see meaningful margin leverage as pricing
improves on multi-rail. Multiple trades at a
meaningful premium to 1-year averages.

BASE CASE $405.00

32x FY28e street EPS (non-GAAP) of
~$12.60

Sees primarily positive revenue revisions,
less gross margin leverage than expected by
bulls. See opportunity for upside to revenue.
Current valuation of CIEN reflects
company's stronger positioning vs. peers,
though see minimal room for multiple
expansion over NTM. Multiple is premium to
historical trading levels.

EQUAL-WEIGHT THESIS

= With visibility to growth drivers over the
next year, continue to see meaningful upside
to revenue

® Valuation appreciation more limited over
NTM

m Believe valuation reflects positioning,
limiting multiple expansion potential

= Expect telco spend gradually recovers

= Remain positive on upside to longer-term
estimates given Al/DCl opportunity

Consensus Rating Distribution
| 68% Overweight
* I 32% Equal-weight

0% Underweight
® M35 Rating

Risk Reward Themes

Secular Growth: Positive

BEAR CASE $180.00
~18x Bear FY28e EPS (non-GAAP)

Earnings power reduced given pricing
pressure as competition enters the market
and pushout of Al deployments. Market
becomes more competitive as other players
enter the market for 800ZR which
pressures revenue opportunity and margins.
Given uncertainty to demand, Al pushouts
and impacts to margins, multiple contracts
below 5-year averages.
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Risk Reward - Ciena Corporation (CIEN.N)

KEY EARNINGS INPUTS

Drivers 2025 2026e
Revenue Growth Y/Y (%) 18.8 279
Gross Margin (%) 427 44.0
Operating Margin (%) 11.2 18.3
EPS Growth Y/Y (%) 449 119.4
INVESTMENT DRIVERS

« Will Ciena ever be able to consistently generate

profits?

« How big can the international business get?

GLOBAL REVENUE EXPOSURE

®0-10%

w, ®010%
®0-10%
f‘. ®0-10%
® 0-10%

» 0-10%

0-10%

® 70-80%

APAC, ex Japan, Mainland
China and India

Europe ex UK
India

Japan

MEA

Mainland China
UK

North America

MS ALPHA MODELS

5/5 24 Month
BEST Horizon

3 Month
Horizon

4/5
MosT

2027e 2028e

21.5 21.8

44.4 457

21.4 25.5

428 46.9

RISKS TO PT/RATING
RISKS TO UPSIDE

« Alrevenue (DCl or around data center) ramp
ahead

Meaningful inside the data center opportunity
ahead

+ Maintains technology leadership for longer

RISKS TO DOWNSIDE

- Greater headwind from tariffs / production
moves

+ Optical investment sees contraction from

pluggables

Routing opportunity slower to ramp

Margin profile of expansion business

.

-

OWNERSHIP POSITIONING

Inst. Owners, % Active 59.3% i}

HF Sector Long/ShortRatio 2. 1x [ |

HF Sector Net Exposure 25.2% [ |

MS ESTIMATES VS. CONSENSUS

FY Oct 2026e

Sales /
Revenue

(8. mm)

EBITDA
(S, mm)

(8, mm)

®)

6,101
6,051 [ 2 6,183
1,267
1,105 L 4 1,356
845

8454 940
580¢ 649

# Klean  ®Mergan Sienley Estimates
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