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Maintained ~ Buy

FY3Q26 Preview: NAND in A More Favorable Position Target price  $1,277

Raise to Buy; New TP $1,277: SNDK will report FY3Q26 revenue on April 30 and we
expect a strong result and guidance given recent contract price moves. For FY1Q26, we see
NAND ASP up by 70s range followed by a stronger FY2Q26 at 90-100%. We see the
biggest surprise coming from consumer electronics. Despite sales volume cuts from local
Android makers, we see the tightened supply demand are pushing smartphone makers
intaking higher prices to $0.25/GB vs $0.12 in FY1Q26. For eSSD, we see price negotiations
at $0.35-0.37, pushing blended ASP towards 90% QoQ. That said, we forecast SNDK’s
FY3Q revenue at $4.9bn and margin at 71.5% with FY4Q26 guidance >$10bn and

margin >84%. We expect another catalyst to be the increase in liabilities, suggesting
meaningful down payment of LTAs. For FY 2027, we forecast EPS of $286.52 and our TP of
$1,277 is now based on 4x FY2027E P/B.

KV cache growth accelerating in 2027: SNDK commented KV cache to generate 100EB
additional demand in 2027 and potentially doubling in 2028. Yet, given recent token growth,
Openrouters at 17x now and accelerating Al agent adoption, we see the demand forecast
too conservative. 100EB would already represent 7% of total NAND demand in 2027 and the
growth could be exponential even considering the compression rate increase. On supply
side, we see NAND expansion remain conservative with SK primarily focused on technology
migration and the expansion mainly coming from SNDK/Kioxia’s K2, Samsung’ P5 in 2028
and YMTC.

Cost reduction might reshape NAND vs DRAM competition: We expect memory market
size approach $1 trillion in 2027. CSPs accounts for 40-45% of total purchases and memory
will represent over 40% of CSP capex. That said, we believe cost-reduction dynamics will
gradually shift the revenue mix in favor of NAND over DRAM (Server DRAM at ~$2.2/Gb
versus eSSD at $0.35-0.37/GB). We see tiered storage architectures as a key structural
driver accelerating NAND's share within Al workload, followed by the contribution of HBF in
2028 and onward. On the other hand, Micron is now trading at 4.3x FY2027E P/E, while
SNDK is at 3.4x, making SNDK a more favorable choice in both valuation and long-term

position.
Risks: 1) Al demand deceleration; 2) Geo-political uncertainties; 3) Competition. Yang Zhou
SFC CE No. BSF949
Profit forecast zhouyang@gfgroup.com.hk
FY2023 FY2024 FY2025 FY2026E FY2027E Jeff Pu, CFA
Revenue (m) 6086.0 6663.0 7355.0 20428.8 60202.1 SR BE N TGS
Revenue YoY (%) - 9.5% 10.4% 177.8% 194.7% ieffpu@gfgroup.com hk
Net profit (m) (1224.0) (502.0) 440.0 10692.8 44697.7
Net profit YoY (%) - - - 2330.2% 318.0% Michelle Jing
EPS ($) - - 2.97 69.32 286.52 SFC CE No. BUK594
P/E - - 329.3 14.1 3.4 michellejing@gfgroup.com.hk
ROE (%) -10.7% -4.5% 4.8% 54.7% 70.4%

Source: Company data, GF Securities (Hong Kong) Brokerage.
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We forecast revenue of $20/60bn USD in FY2026/2027

We revise up our revenue estimates by 36.9%/161.2% in FY2026/2027 to reflect firm pricing dynamic
for NAND. For FY2026 and FY2027, we estimate SanDisk’s revenue to be $20.4bn and $60.2bn USD,
177.8% YoY/+194.7% YoY, respectively. By end market, we forecast SanDisk’s Client revenue to
contribute 47%/34% of total revenue in FY2026/2027; Cloud revenue to contribute 22%/34% of total
revenue in FY2026/2027; Consumer revenue to contribute 31%/32% of total revenue in FY2026/2027.

Figure 1: SanDisk’s Earnings Revision

FY2026E FY2027E Change (%)

Net sales 7,355 14,920 20,429 23,046 60,202 36.9% 161.2%
Gross profit 2,228 8,839 14,412 17,049 53,871 63.1% 216.0%
Op. profit 689 7,168 12,699 15,305 51,844 77.2% 238.7%
Pre-tax Income 580 6,880 12,414 15,130 52,070 80.4% 244.1%
Net profit 5,957 10,704 13,027 44,711 79.7% 243.2%
I S N S
Gross margin 30.3% 59.2% 70.5% 74.0% 89.5%
Operating margin 9.4% 48.0% 62.2% 66.4% 86.1%
Net profit margin 6.0% 39.9% 52.4% 56.5% 74.3%

Sources: Company data, GF Securities (Hong Kong) Brokerage

Please be sure to read the disclosures at the end of this report carefully.
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Figure 2: SanDisk’s P&L Forecast

wsom Fv2s | oo | 2026 | saase | sawe | Fvase | 1a27e | 2a27e | saure | sazre | Fvare

Sales 7,355 2,308 3,025 4,885 10,210 20,429 13,805 15,641 14,858 15,899 60,202
COGSs -5,127 -1,617 -1,479 -1,391 -1,530 -6,017 -1,567 -1,590 -1,541 -1,632 -6,331
Gross profit 2,228 691 1,546 3,494 8,680 14,412 12,237 14,050 13,318 14,266 53,871
Opex -1,539 -446 -413 -406 -447 -1,713 -485 -526 -497 -519 -2,027
Operating profit 689 245 1,133 3,088 8,233 12,699 11,752 13,525 12,821 13,747 51,844
Non-op profit -109 -42 -34 -114 -95 -285 -57 10 93 180 226

Pre-tax profit 580 203 1,099 2,974 8,138 12,414 11,695 13,534 12,914 13,927 52,070
Income tax -140 -22 -132 -411 -1,146 -1,710 -1,652 -1,913 -1,825 -1,969 -7,359
Non-GAAP Net Income 440 181 967 2,563 6,993 10,704 10,043 11,621 11,089 11,958 44,711
Diluted EPS (US$) 3 1.21 6.20 16.43 44.82 69 64.38 74.49 71.08 76.65 287

Diluted shares 148 149 156 156 156 156 156 156 156 156 156

IS S S S S O
Gross margin 30.3% 29.9% 51.1% 71.5% 85.0% 70.5% 88.6% 89.8% 89.6% 89.7% 89.5%
Operating margin 9.4% 10.6% 37.5% 63.2% 80.6% 62.2% 85.1% 86.5% 86.3% 86.5% 86.1%
Pre-tax margin 7.9% 8.8% 36.3% 60.9% 79.7% 60.8% 84.7% 86.5% 86.9% 87.6% 86.5%
Effective tax rate 24.1% 10.8% 12.0% 13.8% 14.1% 13.8% 14.1% 14.1% 14.1% 14.1% 14.1%
I S S S S

Sales 10.4% 22.6% 61.2% 188.2% 437.1% 177.8% 498.1% 417.0% 204.1% 55.7% 194.7%
Operating profit 170.7% -39.9% 446.2% -259.5% 45005.4% 1743.1% 6502.1% 1156.7% 322.7% 67.6% 308.2%
Net income 144.2% -46.9% 672.1% -228.0% -29998.3% 2332.7% 8747.7% 1329.4% 342.6% 71.8% 317.7%
EPS 0.0% -33.5% 404.5% -5641.0% 15695.4% 2157.1% 5199.9% 1101.8% 332.6% 71.0% 317.4%

Sources: Company data, GF Securities (Hong Kong) Brokerage

Please be sure to read the disclosures at the end of this report carefully. 3
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Valuation and Recommendation

Maintain Buy with TP of $1,277

We forecast SNDK’s FY3Q revenue at $4.9bn and margin at 71.5% with FY4Q26 guidance >$10bn
and margin >84%. For FY 2027, we forecast EPS of $286.52 and our TP of $1,277 is now based on 4x
FY2027E P/B.

Figure 3: SanDisk’s Historical Forward P/B

Please be sure to read the disclosures at the end of this report carefully. 4
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Balance Sheet UsD m Cash Flow Statement usD m
FY23 FY24 FY25 FY26E FY27E FY23 FY24 FY25 FY26E FY27E
Current assets 3400 3548 5086 14050 57387 Operating cash flow (2143) (309) 84 8669 42658
Cash and cash equivalents 292 328 1481 7926 49072 Profit for the year (2143) (672) (1641) 10254 44137
Inventory 2269 1955 2079 2099 2272 Depreciation & amortization 0 0 109 151 214
Accounts Receivable 539 935 1068 3623 5641 Change in working capital 0 0 (240) (2171) (2153)
Other current assets 300 330 458 402 402 Others 0 363 1856 435 460
Non-current assets 10420 9958 7899 7937 8386 Investing cash flow (219) 210 556 (598) (1166)
Long-term equity investment Capex (219) (29) (204) (255) (662)
Fixed assets 832 791 619 720 1168 Change in investment - - - - -
Other long-term assets 9588 9167 7280 7217 7217 Others 0 239 760 (343) (504)
Total assets 13820 13506 12985 21987 65772 Free cash flow 741 (932) (120) 8414 41996
Current liabilities 2157 2123 1427 1616 1621 Financing cash flow 0 136 518 (1630) (346)
Accounts Payable 334 357 366 398 403 Change in Capital 0 0 5 24 0
Short-term borrowings - - - - - Net Change in Debt 0 0 1838 (1543) (218)
Other current liabilities 1823 1766 1061 1218 1218 Others 0 136 (1325) (111) (128)
Non-current liabilities 224 301 2342 838 620 Exchange influence 0 (1) (6) 4 0
Long-term Debt 0 0 1829 290 72 Total cash generated (2362) 37 1158 6441 41146
Other non-current liabilities 224 301 513 548 548
Total liabilities 2381 2424 3769 2453 2240
Total Equity 11439 11082 9216 19533 63531
Share Capital 11782 11534 11248 11564 12033
Treasury stock - - - 8 -
Retained earnings - - - . -
Capital adjustment (343) (452) (2032) 7969 51498
Total Liabilities & Equity 13820 13506 12985 21987 65772 Key Financial Ratios
FY23 FY24 FY25 FY26E FY27E
Growth
Income Statement uUsDm Revenue growth -37.6% 95%  104%  177.8%  194.7%
FY23 FY24 FY25 FY26E FY27E Operating profit growth - - - 17431%  308.2%
Revenue 6086 6663 7355 20429 60202 Net profit growth - - - 23302%  318.0%
Cost of sales 6086 (5607) (5127) (6017) (6331) Profitability
Gross profit 449 1056 2228 14412 53871 Gross profit margin 7.4% 15.8% 30.3% 70.5% 89.5%
Operating Expense (1425) (1365) (1539) (1713) (2027) Operating Profit Margin -16.0% -4.6% 9.4% 62.2% 86.1%
Operating profit (976) (309) 689 12699 51844 Net profit margin -20.1% -7.5% 6.0% 52.3% 74.2%
Interest Income (21) (12) (22) (66) (693) Key Ratio
Interest Expense 31 40 63 95 22 ROA 17.7% -3.7% 3.3% 61.2%  101.9%
Net other Non-op. Income/(Loss) (43) 7 61 373 460 ROE -10.7% -4.5% 4.8% 54.7% 70.4%
Pre-tax profit (943) (346) 580 12401 52055 Stability
Income tax 281 156 140 1708 7357 Gross debt/equity 20.8 21.9 40.9 12.6 35
Profit for the year (1224) (502) 440 10693 44698 Interest Coverage - - - - -
Minority interest - - - - - Current Ratio 1.6 1.7 36 87 35.4
Net profit to ord. equity (1224) (502) 440 10693 44698 Quick Ratio 0.5 0.8 21 74 34.0
EPS (US$) 0 0 3 69 287 Net debt/equity Net Cash Net Cash 3.78 NetCash Net Cash

Please be sure to read the disclosures at the end of this report carefully.
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Rating definitions Benchmark: Hang Seng Index (Hong Kong)

Company ratings Buy Stock expected to outperform benchmark by more than 10%
Hold Expected stock relative performance ranges between -10% and 10%
Underperform Stock expected to underperform benchmark by more than 10%

Sector ratings Positive Sector expected to outperform benchmark by more than 10%
Neutral Expected sector relative performance ranges between -10% and 10%
Cautious Sector expected to underperform benchmark by more than 10%
Hong Kong Company GF Securities (Hong Kong) Brokerage Limited
Address 27/F, GF Tower, 81 Lockhart Road, Wan Chai, Hong Kong
Telephone (852) 37191111
Email michellejing@gfgroup.com.hk
Disclaimer

This report has been prepared by GF Securities (Hong Kong) Brokerage Limited (“GF Securities (Hong Kong) Brokerage”). According to the laws, regulations and regulatory
requirements in different countries and regions, this report is distributed by GF Securities (Hong Kong) Brokerage with relevant legal and compliant operation qualifications in
these countries and regions.

GF Securities (Hong Kong) Brokerage is licensed by the Securities and Futures Commission of Hong Kong (“SFC”) to conduct Type 4 Regulated Activity “Advising on Securities”.
Itis regulated by the SFC, and is responsible for the distribution of this report in Hong Kong. Information about the qualifications of the research analyst(s) who is(are) the author(s)
of this report as licensed by the SFC are disclosed in the section where research analyst names are shown.

The research analyst(s) primarily responsible for the content of this report, in whole or in part, certifies that with respect to the company or relevant securities that the analyst(s)
covered in this report: 1) all of the views expressed accurately reflect his or her personal views on the company or relevant securities mentioned herein; and 2) no part of his or
her remuneration was, is, or will be, directly or indirectly, in connection with his or her specific recommendations or views expressed in this report.

This report is published solely for information purpose and does not constitute an offer to buy or sell any securities or a solicitation of an offer to buy, or recommendation for
investment in, any securities.

The securities mentioned in this report may not be allowed to be sold in certain jurisdictions. No action has been taken to permit the distribution of the research report to any
person in any jurisdiction that the circulation or distribution of such research report is unlawful. This report is distributed solely to clients or designated institutions authorized by
GF Securities (Hong Kong) Brokerage, and is not distributed publicly. It is distributed to certain clients based on the conclusion that they are able to assess investment risks
independently, execute investment decisions independently and assume corresponding risks independently.

This report has been issued and based on information obtained from sources generally available to the public and believed by the research analyst(s) to be reliable but which
has not been independently verified. No representation or warranty, either express or implied, is made by GF Securities (Hong Kong) Brokerage as to their accuracy and
completeness of the information contained in this report. GF Securities (Hong Kong) Brokerage accepts no liability for all loss arising from the use of the materials presented in
this report, unless is excluded by applicable laws or regulations. Please be aware of the fact that investments involve risks and the price of securities may be fluctuated and
therefore return may be varied, past results do not guarantee future performance. Any recommendation contained in this report does not have regard to the specific investment
objectives, financial situation and the particular needs of any individuals. This report is not to be taken in substitution for the exercise of judgment by respective recipients of this
report, where necessary, recipients should obtain professional advice before making investment decisions.

GF Securities (Hong Kong) Brokerage may have issued, and may in the future issue, other communications that are inconsistent with, and reach different conclusions from, the
information presented in the research report. The points of view, opinions and analytical methods adopted in the research report are solely expressed by the analysts but not that
of GF Securities (Hong Kong) Brokerage or its affiliates. The information, opinions and forecasts presented in the research report are the current opinions of the analysts as of
the date appearing on this material only which may subject to change at any time without notice. The salesperson, dealer or other professionals of GF Securities (Hong Kong)
Brokerage may deliver opposite points of view to their clients and the proprietary trading division with respect to market commentary or dealing strategy either in writing or verbally.
The proprietary trading division of GF Securities (Hong Kong) Brokerage may have different investment decision which may be contrary to the opinions expressed in the research
report. GF Securities (Hong Kong) Brokerage or its affiliates or respective directors, officers, analysts and employees related to research report business may have rights and
interests in securities mentioned in the research report. Recipients should be aware of relevant disclosure of interest (if any) when reading this report.

GF Securities (Hong Kong) Brokerage and its affiliates may be seeking or building business relationships with company(ies) mentioned in this report. Therefore, investors should
consider the impact on the independence of this report by GF Securities (Hong Kong) Brokerage and its affiliates due to potential conflicts of interests. Investors should not make
any investment decisions based solely on the contents of this report. Investors should make their own investment decisions and bear their own risk. No written or verbal
commitment of sharing gains or losses from securities investments in any form shall be effective.

This report may contain and/or describe/present factual historical information on prices of Futures contracts (the “information”). Please note that this information is solely for the
purpose of forming part of the argument/grounds/evidence in our research methodology/analysis to support our conclusion on our view of the relevant industry/company
mentioned. It does not, by any means (express or implied) to be associated with or constituted as SFC Type 5 Regulated Activity (Advising on futures contracts).
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Disclosure of Interests

1) The research analyst(s) and his/her associate has not served as an officer of the company(ies) mentioned in this report, and does not have any financial interests in the
company(ies) mentioned in this report.

2) GF Securities (Hong Kong) Brokerage and/or its affiliates does not have any financial interests and has not invested in interests aggregate to an amount equal to or more
than (i) 1% of the market capitalization; or (ii) 1% of the issued share capital, or issued units, in the company(ies) mentioned in this report.

3) GF Securities (Hong Kong) Brokerage and/or its affiliates does not have any market making activities, and has not employed any individual(s) serving as officer(s) of the
company(ies) mentioned in this report.

4) GF Securities (Hong Kong) Brokerage and/or its affiliates does not have any investment banking relationship in Hong Kong with the company(ies) mentioned in this report in
the past 12 months.

Copyright © GF Securities (Hong Kong) Brokerage

Without the prior written consent obtained from GF Securities (Hong Kong) Brokerage, any part of the materials contained herein should not (i) in any forms be copied or
reproduced or (ii) be re-disseminated.
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