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Old Memory — Reaffirming
Asymmetric Risks

We see ongoing upside on legacy Flash and 2.5D IPD/3D WoW
memory. Reiterate OW on Macronix and AP Memory; raise AP
Memory PT further.

Key Takeaways

B Intel continues to make progress on advanced packaging, suggesting upside on
AP Memory IPD in 2028.

B Higher DRAM pricing could suggest WoW pricing renegotiation, enlarging TAM.

B Macronix earnings suggests continued pricing upside in 2H for MLC NAND and
NOR.

Higher DRAM pricing and Intel’s commentary suggests upside SiCap and WoW
TAM: Intel mentioned that the company continued to make progress on advanced
packaging, including additional growth in customer backlog (link). We believe EMIB-
T will be the important packaging technology with Mediatek's TPU (link). If there are
additional clients, there could be potential upside on SiCap TAM (link). We also
believe WoW TAM could be larger given the much higher DRAM cost (link). Our
prior assumption of ASP US$6 per GB appears to be too low vs. DRAM pricing
above US$15.

Macronix earnings suggested upside on MLC ( Exhibit 2): strong 1Q results beat
was helped by eMMC (MLC) which recorded +94% Q/Q growth and +3,994% Y/Y
growth. Management sees large undersupply for eMMC, and expects continued
pricing upside in 2H for eMMC and NOR. The company also expects GM
improvement to continue.

DDR&4 remains strong but upside likely capped: According to the Taiwan local
news, Nanya Tech will penetrate into the VR supply chain through LPDDR offering;
that said, we think the news could be misleading as we believe the SOCAMM2 will
require LPDDR5X, which we haven't seen the sample from the company. In the near
term, we continue to see pricing hike into 3Q but likely capped on US$25 per GB
even for networking clients. Meanwhile, we do see GigaDevice trying to ramp up 16G
LPDDR4 and 32G DDR4 based on gen 4 technology.

Keeping our selective view; up AP Memory PT: We revise up AP Memory's PT to
NT$1,000; we estimate its earnings to grow 60%+ in both 2027 and 2028, boosted
by SiCap and WoW. We estimate 74% of the revenue coming from these new
opportunities in 2028. For Macronix, we retain OW and our Top Pick.
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S
WORGAN STAMLIY TAMAN LIMITED+
Daniel Yen, CFA
Zouty A oalest
vl vz eears!nkeg e “HE:
Charlie Chan
Louli A ol
a1 E U T W Rt 3Ty T T A o B “RAr
WVOHGAN STANL =Y ASIA LIVITE
Daisy Dai, CFA
T Sl gsT
it e e ber e ~352 28287310
WVOHRGANSTANL Y TARNANLINITE
Tiffany Yeh
IR PN
i | Ul et rl u -83: R |

VORGAM STANL FY ASIA IVITE

Ethan Jia

S il s Sl bep oon =352 3052228

GREATER CHINA TECHNOLOGY SEMICONDUCTORS

Asia Pacific

Industry View Attractive
WHAT'S CHANGED

AP Memory Technology Corp

{6531.TW) From To

Price Target NTS$777.00 NT$1,000.00

Maorgan Stanley does and seeks to do business with
companies covered in Morgan Slanley Research. As a result,
investors should be aware thal the firm may have a conflict of
interest that could affect the objectivity of Morgan Stanley
Research. Investors should consider Morgan Stanley
Research as only a single factor in making their nvestiment
decision.

For analyst certification and other important disclosures,
refer to the Disclosure Section, located at the end of this
report.

+= Analysts employed by non-U.S. affiliates are not registered
with FINRA, may not be associated persons of the member
and may not be subject to FINRA restrictions on
communications with a subject company, public appearances
and trading securities held by a research analyst account.



MorganStanley | researce

Reaction to earnings

Financial results versus
Impact to our thesis consensus

Macronix International Co Ltd (2337 TW)
Strengthens our thesis t Modest upside

Source: Company data, Morgan Stanley Research

Direction of next 12-month
consensus EPS

t Modest revision higher

IDEA
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Key Charts and Exhibits

Exhibit 1:  Order of preference: GC memory
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Exhibit 2:

P/IL Comparison

IDEA

Macronix 1Q26 earnings results

6,137

Exhibit 3:

P

NOR flash demand and supply growth rates

1.087 1.868 4271 129% | 293% 3.020 41%
-1.082 392 1,933 660 193%
-969 -302 2.066 583 255%
-873 -295 1,776 492 261%
-0.47 -0.16 0.90 0.26 242%
Key ratios (%) — — — —
Gross margin 177% | 242% | 408% [166ppt| 23.1ppt | 247% | 16.1ppt
(Operating margin -17.6% 51% 185% |235ppt] 36.1 ppt -2.1% 20.5 ppt
Pretax margin -15.8% | -3.9% 19.7% |23.7ppt| 355ppt | -28% | 226 ppt
Net profit margin 142% | -38% 17.0% | 208ppt] 312ppt | -24% | 194 ppt |
Source. Zompany dala, Yarzan Etanley Eescarch
Exhibit 4: NOR flash demand growth and supply growth by
density
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Exhibit 5: DDR4 quarterly supply and demand summary
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Exhibit 7:  Quarterly supply breakdown (mn Gb)
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Exhibit 6: Quarterly oversupply/undersupply ratio vs. Nanya
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Exhibit 8: Quarterly demand breakdown by product {(mn Gb)
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Exhibit 9: Mecmory vendors GM Exhibit 10: Mcmory vendors OPM
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IDEA

AP Memory: Bottom-up Analysis for IPD Business; Intel

EMIB Opportunity

According to Intel (covered by Joseph Moore), to further stabilize power delivery, Intel
Foundry integrates embedded deep trench capacitors (eDTC) for ultra-high capacitance
density close to the load, thereby flattening PDN impedance across the base die.
Embedded MIM (eMIM-T) technology delivers superior decoupling at the base die,
leveraging the same advanced architecture as Omni MIM even on mature nodes. For
precise, high-speed point-of-load regulation, CoaxMIL technology embeds magnetic
inductors into the substrate, enabling integrated voltage regulators (IVRs) with rapid
response and minimal loss. Together, these technologies form a scalable power delivery
fabric that keeps pace with rising compute density. We believe these eDTC are IPD
products that AP Memory provides.

Exhibit 13: An example of Intel Foundry's power delivery solution shown at Intel Direct
Connect 2025, showcasing forward-looking plans for increased eMIM-T capacity, we
think this is adopting AP Memary's IPD, which is the eDTC here

eMIM-T CoaxMIL eDTC
»2 .5 pFfmm: 2.5-5.0nFfmm- 22 5 pFfmm’
>10 A/mm”

S |ere]

Exhibit 14 outlines our estimation for projected contributions to AP memory revenues
from 2026 to 2028 across IPD's customer. Humufish is expected to ship ~2 million TPUs
at 100 IPD per chip, generating about $160 million (NT$4.8 billion) in revenue, as we need
to consider the yield rate. China Al GPU demand grows significantly, with total shipments
rising from 1,992k units in 2026 to 4,966k in 2028, led by vendors such as Huawei,
Cambricon, and T-Head, driving revenue from $40 million to $168 million (NT$1.2 billion
to NT$5.0 billion). Broadcom's Tomahawk 6 CoWoS bookings contribute around $69
million (NT$2.07 billion) in 2026e. Altogether, total IPD revenue contribution to AP
memory is projected to increase from NT$3.27 billion in 2026 to NT$10.04 billion by
2028, reflecting strong growth driven primarily by China's Al GPU expansion and steady
contributions from networking and specialized applications.
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Exhibit 14: Bottomm-up Analysis for IPD Business
2026 2027 2028

Humufish

TPU v10 2Znm Humufish shipment (k units) 2,000
IPD per chip 100

Humufish IPD number (mn units) 200

IPD ASP (USS) 0.8

Revenue contribution from Humufish (USSmn) 160

Revenue contribution from Humufish (NTSmn) 4,800

China Al GPU

Total China GPU shipment (k units) 1,992 3,550 4,966
Huawei 900 1,500 2,100
Cambricon 280 440 600
Hygon (GPU only) 130 170 270
MetaX 75 115 140
T-Head (GPU only) 250 450 550
Kunlun 130 270 340
MooreThread 40 85 120
Biren 27 85 125
lluvatar CoreX 100 250 380
Enflame 40 55 71
Bytedance ASIC 20 130 270

IPD per China GPU chip 40 45 45

IPD ASP (USS) 0.5 0.8 0.8

Revenue contribution from China GPU (USSmn) 40 120 168

Revenue contribution from China GPU (NTSmn) 1,195 3,594 5,028

Broadcom

Tomhawk 6 CoWoS booking (k units) 23
IPD Required per CoWoS Wafers 1

IPD Interposer ASP (USSk)

Revenue contribution from Tomhawk (USSmn) 69

Revenue contribution from Tomhawk (NTSmn) 2,070

Others

Others (e.g. NRE; NTSmn) 62 2,170 226

Total IPD Revenue Contribution to AP Memory 3,265 3,594 9,828

Source. Zompang dala, Yorzan Etanley Kescarch esti~ates
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Macronix: Earnings Estimate Revisions

We raise our 2026/27/28 EPS forecasts by 25%/6%/9%: We factor in 1Q26 results. We
continue to believe MLC and legacy TLC NAND will face a deeper shortages into 2H, with
undersupply likely rising to ~40%. Global capacity for 2GB to 64GB NAND has largely
disappeared, and customer inventory generally lasts only another 6-9 months. Macronix
remains the only supplier able to fill the gap. We expect MLC and legacy TLC pricing to
rise more than 200% from 1Q26 to 4Q26.

We expect NOR Flash pricing to rise 20-30% in 1Q, with further upside in 2Q, and visibility
for continued hikes now extending into 2H26. We also expect global mainstream vendors
to reduce NOR capacity. Demand for legacy ROM should strengthen as the Nintendo
Switch 2 ramps.

After revisions, our 2026/27/28 EPS forecasts are NT$7.35/20.82/2142 vs. FactSet
consensus of NT$12.94/2743/41.02, as we continue to monitor the pricing trends of MLC
NAND.

Exhibit 15: Macronix: Earnings Estimate Revisions
New 2026e  Old 2026e Diff.% New 2027e Old 2027e Diff.% New 2028e Old 2028e Diff.%

Net sales 66,682 56.677 18% 126 013 109.328 15% 127 564 109.792 16%
Gross profit 27.925 23.991 16% 61874 55.079 12% 63.549 55620 14%
Operating profit 16.970 13412 27% 48 496 43644 1% 49869 43,561 14%
Pretax income 17 076 12.986 31% 48.421 43 168 12% 49813 4311 16%
Net income 14 478 10994 32% 40998 36.558 12% 42178 36511 16%
Diluted EPS 7.35 5.90 25% 20.82 19.61 6% 21.42 19.58 9%
Margins

Gross margin 41.9% 423% -0.5ppt 49 1% 504% -13ppt 49 8% 507% -0.8 ppt
Operating margin 25 4% 237% 18 ppt 38 5% 399% -14 ppt 39 1% 337% 06 ppt
Pretax margin 256% 229% 2.7 ppt 38.4% 395% -11ppt 39.0% 333% 02 ppt
Net margin 21 7% 194% 23 ppt 32 5% 334% -09 ppt 33 1% 333% -02ppt

Soree Compary 2ata Losgar Staciey Aeseasch (B esinates

Exhibit 16: Macronix: BVPS Estimate Revisions

NTS New "26E Old "26E Diff. New "27E Old "27E Diff. New '28E Old "28E Diff.
BVPS 28.92 28.67 1% 49.74 48.28 3% 7117 67.86 5%

Sourer Compary s Losg e SLieleg Reseaech (F) ostimnanes
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Exhibit 17: Macronix: Quarterly financials

1026e 2026e Iu26e 202te 4Q27e  1028e 2028 028e Q28 025  20%e  202e
Total Revenues 10469 12,969 17087 26157 20574 12494 11,989 31957 31928 1M.902 3878 21887 8880 66682 126,013 127,564

Sequential Change 354% 238% It e, 53 1% 13 1% F9% 1 6% 1% £ 1% 0% 0 1% g 1%

Change vs Year 4go T06% 7% T0B0%  JM4% B2 5% T506% 7% 2% 80% -1 8% 0% 3% 1E% 1309%  BI0% 12%
Cost of Sales 16.198) (7771} (10.303)  (14.486) (15269) (16,328) (15787}  (15763) (6T} (15737) (15737} (15716}  (23,748) (IB.TST) (64.140)  (64.015)
Gross Profi 4am 5,198 6764 11671 14304 16066 16202 161% 16191 16,165 15,141 16,140 543 27925 61874 63,549

Gress Margn 4D 8% 40 1% 39 7% 44 6% 4B 4% 45 3% 50 6% 50 7% 50 7% 50 7% sDE% 50 7% 178% 41§ 4BI% 458%
Total Gpex 12338, (2869; 2791 (32%6: (3488 BN, (3E27 (3648, (8B4, (3EE2}  (LTOn, q3T2ey (BE29, ID9EE; 143720 14 7E8)

Percent of Revenves 223% 19 5% 163% 1245 1T 12% 1% "4 115% 1 5% 16% 1 6N 164N 11 4% 11E%

RAC VLA (LA31: 1481 (1471, TA81 1811 1S3 (1881 (18T (15813 1811 11631 (5714 (5764, (5084 4B aga)

Percent of Revenues 135% 1o% B 5% 56% 50% 6% 45% 9% 9% 50% 51% 51% 19 8% 6% 4 5% 55%

Sales and Marketng ie28, 636, (E3TT (17820 (1449 (1593 (1563 (15660 (156§, (1564 (15621  (15&1; (1830, (31BO; (B 1TE} 46252

Fercent of Revenues 9% 49% 9% 9% 9% 49% 9% 49% 49% 29% 9% 49% 53% 48% 45% 9%

General and Admn 1503 i503; 1503 €03, 15281 (528, €28 (528 1528 1528} 1528} (£28: (1594 2010 211 2112

Parcent of Revenues 18% 9% 29% 19% 184 16% 1% 17 17% TR 17% ' 55% J0% 175 179
Operating Income 1,933 2628 3,993 8416 10836  125M 12515 12,554 12,527 12483 12440 12420 (3,698)  16.970 4849 49,869

Freeent of Revenues 16 5% 20.3% 234% 322% 36 6% 386% 39.5% 3% 3% 35 2% 3918 3 0% 39 0% S128% 254% 8% 39
Total Non-operating ncome{Lass) 1™ 10 19 119) (1 (18) (19} {20) (20) 1y 12) 11} ] 106 (75) 156)
Profit Before Taxes 2,066 2638 1974 8397 10817 12596 12586 12,50 12507 12470 12428 12409 13637) 17016 4841 49813

Percent of Revenues 19 7% 20 3% 233% 321% 36 6% 38 5% 19 3% 390% 392% EERLS 390% 90% S126%  296%  384%  390%

Change vs Year 400 132%  J2874%  SHIET% 2676 3%  4235%  IT44% 2159% 49 2% 15.6% 0 4% -10% 1.0%

Taxes 1287, iand; 16081 (1285 LSS 1815 1921 EIT (%14 1803 1901, 1889 126 2583 (408 821

Tas Rote 153% 15 3% 15 3% 15 3% 15 % 143% 15 3% 15 3% 15 3% 15 3% 153% 5 3% 0%  151%  153%  153%
Nel Income. Cont Ops 1778 223 1384 T2 9162 10,601 10.63% 10612 10583 16562 10526 10818 (3305, 14482 41013 42192

Percent of Revenues 17 0% 17 2% 19 7% 27 2% 31 0% 32 6% 1% 3329% 3317% 331% 330% 3310% S18% 217%  325% 331%

Mincrry Interest 4 i+ ) i4: i it I Ty i4 ) ™ i4; 13 (14 4 4
Reported Income (TW GAAP) 1.776 2 3,363 7.909 9159 10,598 10632 10610 10590 10559 10527 10.507 13,308) 14478  40.998 42178

Parcent of Revenues 170% 7 197% 27 2% 31 0% 326% 33.2% 332% 332% 33 1% 310% 330% S115% 217% 325%  331%

Change vt Year Age 3034%  -2748% 489 5% -25078%  4157%  ITAO0%  216.0% 5 1% 156% 04% -10% -1 0% 29% 53T 1832% 29%
Reported Diluted EPS (NTS. TW GAAP] 0.90 1.13 1.7 361 465 538 5.40 5.39 5.38 5.36 534 534 11.78) 1.35 2082 naz
Reported Basic EPS (NTS, GAAP) 0.90 1143 17 361 465 538 5.40 539 5.38 5.36 [RT] 534 (1.78) 1.35 20,82 M4z

Saree Compary 2ata Boesqar Sta-ley Reseasch (B estimates
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Macronix: Valuation Methodology

We keep our PT unchanged at NT$202: We continue to use a P/B multiple methodology
to derive our price target, in line with our approach for Greater China memory IDM peers
and in view of the industry's high volatility. Historically, forward P/B has had a similar
trend vs. ROAE. We continue to expect the stock will trade up to 7.0x 2026e BVPS (same
as prior P/B target) vs. its historical average of 1.5x since 2017. We continue to believe the
higher than historical average P/B target is justifiable, as The MLC and legacy TLC NAND
could be in greater shortage into 2H26, with under supply easily going up to 40%. The
only supplier which could fill the gap remains Macronix, which we expect will enjoy
significant pricing upside of over 200% from 1Q26 to 4Q26, driving earnings upside. With
very limited changes in BVPS for 2026e, our base case PT remains unchanged NT$202.

Exhibit 18: Forward P/B vs. ROAE
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U
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Exhibit 19: Macronix: Earnings estimate revision breadth
2 500%
15 400%
1 300%
0.5 / 200%
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2 hdl v
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Jan-16  Jan-17 Jan-18  Jan-19  Jan-20  Jan-21  Jan-22  Jan-23  Jan-24  Jan-25  Jan-26

— Macronix FY2 EPS Revision (3IMMA) Share price perf. (YoY, RHS)

Source, Zotpanty dala, Vorcan Etankey Eesearch wsteales
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Risk Reward — Macronix International Co Ltd (2337.TW)

Top Pick; OW on legacy Flash opportunities

PRICE TARGET NT$202.00

Base case, P/B, in line with our Greater China memory coverage, due to the memory
industry’s cyclical nature. We apply a target multiple of 7.0x to our 2026 BVPS estimate, vs.
its historical average of 1.5x since 2017. We continue to believe the P/B target is justifiable, as
The MLC and legacy TLC NAND could be in greater shortage into 2H26, with under supply
easily going up to 40%. The only supplier which could fill the gap remains Macronix.

Consensus Price Target Distribution NT$42.00 * NT$300.00
MS PT
Yoan o @ Morgan Stunloy Esineates
RISK REWARD CHART
WD
NT$326.00(+12483%)
320
240
SNTE202.00(+38.31%)
160
NTSMS.%
80 NT$119.50(-17.59%)
[v]
APR 25 OCT 2% APR 26 APR 27
Key: — Historical Stock Performance @ Current Stock Price 4 Price Target
BULL CASE NT$326.00 BASE CASE NT$202.00
TM.4x 2026e BVPS 7.0x 2026e BVPS

Higher than expected price hike for legacy
NAND, and significant price hike for NOR
throughout 2026: NAND revenue grows
1000%+, and NOR flash revenue grows
M0%+ Y/Y in 2026.

Significant price hike for legacy NAND, and
continued price hike for NOR throughout
2026: NAND revenue grows 641%, and NOR
flash revenue grows 96% Y/Y in 2026.

OVERWEIGHT THESIS

w The MLC and legacy TLC NAND could be
in greater shortage into 2H26, with under
supply easily going up to 40%. The only
supplier which could fill the gap remains
Macronix. The pricing for MLC and legacy
TLC could could rise over 200% from 1Q26
to 4Q26

u We expect low-single-digit NOR
undersupply throughout 2026, driven by
capacity cannibalization from other high-
margin products.

= ROM may benefit from the Nintendo
Switch 2, which started selling in June 2025.
= We view the current P/B valuation as
attractive given the strong near-term
outlook.

Consensus Rating Distribution

o I 89% Overweight
0% Equal-weight

= M% Underweight

® MS Rating

Risk Reward Themes

Pricing Power: Positive

Secular Growth: Positive

BEAR CASE NT$119.50

4 2x 2026e BVPS

Moderate price hike for legacy NAND, and
flattish price for NOR throughout 2026:
NAND revenue grows <150%, and NOR flash
revenue grows <80% Y/Y in 2026.
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Risk Reward — Macronix International Co Ltd (2337.TW)

KEY EARNINGS INPUTS

Drivers 2025 2026e
NOR Flash pricing (NTS) 1,728 2,783
ROM sales (NT$, mn) 5712 3,887
NAND sales (NTS, mn) 3,705 27,459
INVESTMENT DRIVERS

« NOR pricing trend
+ SLC NAND pricing
« Peers’ production expansion

GLOBAL REVENUE EXPOSURE

® 0-10% Europe ex UK
® 0-10% India
w ® 0-10% North America
B o010% UK
\’ ® 20-30% éﬁﬁlf'a aP:dJlandei]g' Mainland
® 20-30% Japan
20-30% Mamland China

MS ALPHA MODELS
2/5  3Month
MOST Horizon

2027e 2028e

3,256 3,256

3,808 4119

92,068 97,771

RISKS TO PT/RATING
RISKS TO UPSIDE

+ Wider legacy NAND supply / demand gap

» NOR up-cycle, driven by limited supply
expansion and/or stronger demand

+ Faster growth for Switch hardware and core
titles

RISKS TO DOWNSIDE

+ Less severe legacy NAND supply / demand gap

» NOR down-cycle, driven by faster supply
expansion and/or demand weakness

+ Slower growth for Switch hardware and core
titles

OWNERSHIP POSITIONING

e |

Inst. Owners, % Active

IDEA

MS ESTIMATES VS. CONSENSUS

FY Dec 2026e

Sales /
Revenue
(NTS, mn)

EBITDA
(NTS, mn)

Net income
(NTS, mn)

EPS
(NTS)

66,682
39.678 < 11,712
24,507

9,833 < 32847
14,478

3085 @ 49 046
7.35

215 & 2539

& Li=an  ® Korgan Stanley Fslimales
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Macronix: Financial Summary

Exhibit 20: Financial Summary

IDEA

Income Statement, 2125 #128e. Year End Dec Balance sheet
NT$ mn; s Hibe Hite Hibe [NT§ mn} 25 H6e 2ile Hite
Turnaover 28,880 66,682 126013 127564 Assemn
Yoy Geowtn e 130 9% 89 0% % Cash & Equralents L) 2946 48 648 95 687
Marketable Secunty T 7 T 7
Less: COGS (20,749)  (387ST) (G410} (6A.015) AREIR 4315 ENE 19BN 19748
Vanable costs (19503 32321 STe2: 4bT a0y Imertaones 5413 35102 EL BT 38 084
Depreciation & amort 14 246) 643 16510 15611 Crther Current Asset 190 190 1H 13
Gross profit 510 985 51,874 61.549 Total current assets 29425 54647 107035 153903
Yoy Growtn A5 9% S 121 6% 2% LT irrvestment GETE 6616 6613 €612
5 Mg 7 8% 41 9% 49 1%y 45 8% Total Fined Avsets 36 545 53042 48 293 43 587
Toaal Onher Assats 1909 3909 3a0% 390%
Operating Ezpenses: {8.829) 10,955} {14,377} (14.768) Talal Assenn 78,500 118,183 165,857 708,011
RA&D 15 714) (RN 16 B4} 16 404
Sales and Marketing 11520) (118t 81T B 282)
General and Admin 11554 201 12 112 121121 AP &P 3120 7 BE2 837 B33
Operaiing Profii {1.598) 16,970 48 496 45.869 Accrued Expenyes 1] a L] a
¥of Geowtn -58% 55O 9% 185 8% 2 8% Other Payable 1877 1877 1877 1ET?
% margir T2 8% 25 4% 38 5% kLY Tatal Current Liab. 12.404 16,545 17.620 17.5%
L-T Liatalithes 7T 386 41338 47 336 47 386
Total Non-op 64 106 {75} 156) Total Taher L-T Liab 2903 2903 21501 21803
Tolal Liabilites 32,693 61244 61,909 67,885
Comsmon Stock 1B 573 8 5T3 15573 18 573
Pretax Profir 13633 LERHL 43471 43812 Freferred Stock
Yo Growth 25% -5T00% 157 6% 298% Captal Resene 1472 1472 1472 1472
e marpn 12 6% 256% 38 4% 39 P Retained earmings 25916 7 058 TEO36 120734
Treasury Stock 144 114%) 1148 115%)
Tax 326 2 583 17208 1TR2Y Total Equiry 45,808 56,949 91948 140135
Reponed Net |ncome 13 361 4arg 40 953 42178
Reported EPS NT$) (1.78) 1.3 2082 FAR Y
ModelWare EPS !N“I [1.18) 7.35 20.82 n4a Cash F low Statement
[NTS mn} 35 Hibe Hile Hite
Key Ratios Mot In gere 13 308 H4TE 40 998 a1m
W25 2076 2027e ke Depraciation 50W 7537 £4T0 647
Retum (%) Met Irestment Lasses |Gans} i) a [} a
ROAA (oo ot a2 02 Cihers N = 5] i6 D0%) 150
ROAE {01 02 a4 o4 Cash Flow-Operating 4835 10630) 41459 48,73
e ATD 26 T 58 Mo 100 9% 106 1%
1Purchass) of Fa 130000 22 000 (1758 (1738
Gearing x} Sale of Fia Asset 2 L] L ]
Het Depe Equity Q1x 0T {0 Dx| 0 3n |Purchage)l-T i 1] L] L] q
Curem Ratia 24x In 6 1x 3 Sale of LT Ime 1] ] L ]
Quck Ratia 16x 11x 3 6 b SalePur 15T Inv 144 a L] a
Cash Flow Investing (2.884)  (22.000) 11.758) 11.758)
Operating Cycle
ARUR Turnerer (days) be] a1 ] B IneiDec ST Oebd |12 486) L] L ]
Ireapntory Turngaer (days) 20 FiAl 208 FAFY Drradend Pard 13337 1331N (333N (337
AP Turnguer days) 59 B 45 47 Cnr &E mp Banus 1] 9 L ]
Cash Comersion (days) 25 3% 216 223 Proceed hom New |550e 1] a L ]
Dec Inc-TieasureSt o ) L] ]
CHhars 288 24008 & 00¢ ]
Cash Flow-Financing (2.341)  20.663 2663 13.390)
& = Morgan Stanley Research Estimates Change in Cash 3789 (11967 42365 43,703
Source Company Data Morgan Stanley Research Met cash.gebt] ot 11 623 14913 26 45 311
Net cashidebi), e W3 2,546 4531 89,014

Source Zo~pany data, YMarzan Stanley kescarch (L) estirales
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AP Memory: Estimate Revisions Summary

We raise our 2027/28 EPS estimates by 3%/16%: We factor in increased IPD revenue

IDEA

contribution due to a stronger outlook. We also estimate higher pricing for wafer-on-wafer

memory. In comparison, FactSet consensus 2026/27/28 estimates are NT
$1311/23.93/32.47. Our stronger EPS forecasts reflect our more constructive view on the
IPD shipment outlook, we believe.

Exhibit 21: AP Memory - Estimate revisions

{NT$ mn) New '26e  Old '26e Diff. New '27e Ol '27e Diff. New '28e  Odd "28e Diff.
Het sales 9.333 9333 0% 14326 13777 4% 22173 18 865 18%
COGS 4784 4764 7.026 6724 10.587 8.896
Gross profit 4,550 4580 0% 7.300 7.053 4% 11585 9.969 16%
Cperaling expenses 1.709 1.70% 2.286 221 3322 2913
Ciperating profit 2841 2841 0% 5014 4842 4% 6.264 7.056 17%
Non-op income (exp ) 343 343 343 343 343 343
Pretax income 3183 3183 0% 5357 5185 3% 8.606 7399 16%
Taxes 556 556 936 906 1504 1293
Net income 2627 2627 0% 4420 4279 3% 7102 6 106 16%
Reported EPS 16.16 16.16 0% 271.19 26.32 % 43.68 37.56 16%
Margins
Gross margin 48 7% 4B 7% 00% 51 0% 812% -0 2% 52 3% 52 8% 06%
Operating margin 304% 30 4% 00% 35 0% 35 1% 0 1% 37 3% 37 4% 01%
Pretax margin M1% M 1% 00% 37 4% 37 6% -0 2% 38 8% 39 2% 4%
Het margin 28 1% 28 1% 00% 30 9% 311% 02% 320% 324% 0 3%
Opex % 18 3% 18 3% 0 0% 16 0% 16 0% 0 1% 15 0% 15 4% 05%
Source Sorpany dat, forzan Stonley Gesesrch o) ostimaes
Exhibit 22: AP Memory — Quarterly financial summary
1026e  006e IO $0I5e VOITe F0ITe IdTe 40ITe YOiSe FiSe iSe 4038 WIS ik WITe  WiRe
Total Revenues AL 1333 145 2558 3058 1.29% 1mm 484 AEBT 3797 4807 63T 1658 9331 WM 2T
Sega-ta Crange ‘¥ 5% 58% 03N J4% e TN RO 04N F20% fI0% I T
Chatge s Year Aza ML5% 673% 640% ITON  454% S8 3% SM6% £35%  H34% &0T% IO 2274 A5 0%  E5O% A3 5%  ME%
Cost al Sales 1088 1142 1243 1293 181 1412 1843 2911 228 2506 2 YE 1k 114 4788 FIX 0587
Opren! o' Reverues 5% 2% 15y ALY 0% a0 43% 43% 4E% I5% Ei oY 8% 50% Sray I3% 45
Gross Profit 100) 10N LM LS 15M 16 LM 1M X451 LT 10N 10 LEM 4350 7300 1158
Becpent ot Aemaes ST GESN St RSN S02% 0S4 D8N TSN Sa% RN RS S #3807 SN 5%
ncopmarty Uagr L R L T U S ES ELE LY
"ot Opes W1 am )% 45K B Bl B96 6 T T BR] Bas a1 paE 3
Bt ot R 85 N CETW TEM CTON  cTOM CBgh CETH CRSM BIN Bt wh ufh 2rEh BTN e 150N
Cperating Income W BT TES BOT 1O L0 108D 1806 LTIY 1973 2T i S M Seu B
Paget of Rmer.ea DEGh J00% 32N DTN Q224 A% JBTH JEtM PO P3N T4 A% 2t s JS0N %
"gra! Mon cperaeing Inc e Less) B W B B B B B B BA BE B 5 W M) M) M)
Proft Sefors Taxes L b Th2 &1 33 110 12 141 145 1821 223 228 2470 ‘8B 3141 L¥E? 8 806
Operat al Feoos a5 3% It 5% 15% 365 e 8%y ey o % Ry L 2% a s %
Taves 170 m 149 158 1% 4 F g | e ®] 195 4% T AE 36 * R
Tas Rate TES. (TSN TEN cTE% STS% TSR, cTES,  cTES, sTES, TR eT54, 4T g, CRI% CTH% fTEYS 1T SR,
Reported Income |TW GAAP} WP s TN T %0e 10w LIS 1MY 100 1490 1881 20M a0 26X AN 7907
Fepw ot fime oa O L L L L - L L e O T L T o L)
Lhage b3 Yea Ao T L T T T Y T T L TS S P L T
Reported EPS (MT5. TW GAAP) Va3 YMF A3 ASY S8 GF 130 BOD S 1048 e 12w (LSRRI TRT I IT T
Tha e vs Ve A Teh Bt g% B AR SN BN 6h 0 % S SN - D S I

Source Sopany oot Srorgan Stanley Boegesrch (o] estimones
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AP Memory: Valuation Methodology

We raise our price target to NT$1,000 from NT$777 to factor in our earnings estimate
changes. We also lift our intermediate growth rate from 12.8% to 14.3% as we factor in the
Intel EMIB opportunity for Alin the long run.

Aside from intermediate growth, our other residual income model assumptions are
unchanged, including: 1) cost of equity unchanged at 9.2% (2.0% risk-free rate, 6% risk
premium, 1.2 beta); 2) payout ratio of 67%; and 3) terminal growth rate of 3% to be more
in line with the long-term macro growth rate. Our new PT implies 2026e P/E of 62x and
2027e P/E of 37x — more than 1s.d. above the historical average since 2020. Our bull and
bear case values rise to NT$1,175 (from NT$1145) and NT$400 (from NT$376),
respectively.

Exhibit 23: AP Memory: Residual Income model

INTS i) Hike 2dle Wite 2% #030e HMe 0k 2013 WM 1 M0¥oe H0ile
Toal Equity AERG ] %807 2051 Y PR 045 A% 41380 L 45,808 o s
Nt Profiy 2R 440 LR L LA} L] 10.600 17 13al 15000 1075 681 1E1
ROAF 19.8% FLEY N 36t L3N Jaan pL¥ 8 5.0 s M M Mo
Reskdual Income LELL 273 LRk S&% LR ran B N WER PR e 6130
Spmead 10 6% " s nn % mre 1 B Han i »n Hre
Erding Egut, Camta R
P of Fosacast Foran 46 844
PV of Cortiraing Value e
Equity Value 162,531
Ho of GFaes 183

Price (NT$} 1.000

Snuree Tospang dara, arzan Sranley Kescarch (o] ratimates

Exhibit 24: AP Memory: Historical forward P/E

m .
m -
60
50 L m +15.D.: 39
A
[¥7) . R
) ' v
0y ,.Uii
g 27x
o | B
10
0 " " " " " " " " " " " _-15.D.: 16x
(=] (=] — — ~ ~ ™ - = b4 W w o
o ) oy oy " ~ rd ~ oy s L o by
§ 3 § 3 5§ 3 § 3 5§ 3 § 3 §

Snurea Sospanyg dara, Yorzan Sranley Kesoarch
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Exhibit 25: AP Memory: Earnings estimate revision breadth

2 400%
15 300%
1 A 200%
05 r/\* 100%
0 . 0%
-05 -100%
1 -200%

Jan-16  lan-17 Jan-18 lan-19 Jan-20 Jan-21  Jan-22 Jan-23  lan-24 lan25 lan-26

— AP Memory FY2 EPS Revision (3MMA) — Share price perf. [YoY, RHS)

Sorca Do pany it Yorzan Sranley Regearch st aies
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Risk Reward — AP Memory Technology Corp (6531.TW)

OW on IPD and WoW opportunities

PRICE TARGET NT$1,000.00

Base case, derived from a residual income model. Key Rl model assumptions include 1) cost of
equity constant at 9.2% (2.0% risk-free rate, 6% risk premium, 1.2 beta); 2) payout ratio of
67%; 3) terminal growth rate of 3.0%; and 4) medium-term growth rate of 14.3%.

RISK REWARD CHART

1000

750 NT$753.00

500

0

APR 25 0CT 25 APR 26

N1§117500(+56.04%)

# NTH1.000.00(+32.80%)

NTS400.00{-46.88%)

APR'ZT

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

BULL CASE NT$1,175.00

73x 2026e EPS

Faster-than-expected Al and IPD business
progress with PSRAM generating more cash
flow: We assume: 1) WoW packaging
revenue to reach >NT$10bn, and IPD
revenue to reach <NT$8bn by 2028; 2) total
revenue to rise at a 55%+ CAGR, 2025-28;
and 3) gross margin to increase from 46.5%
in 2025 to 60%+ by 2028.

BASE CASE NT$1,000.00

62x 2026e EPS

Fast-growing Al and IPD business, with
PSRAM generating stable cash flows: We
expect: S WoW revenue to reach NT$6.3bn,
and IPD revenue to reach NT$10bn+ by
2028; 2) total revenue to rise at a 58%
CAGR, 2025-28; and 3) gross margin to
increase from 46.5% in 2025 to over 52% in
2028.

OVERWEIGHT THESIS

u IPD (interposers and discretes) revenue is
likely to ramp in 2026-27, and be further
driven by new IPD interposer opportunities
into 2028.

a« Memory bandwidth and power
consumption are the next issues to be
resolved in Al computing, and we believe AP
Memory's wafer-on wafer (WoW) packaging
technology could be an effective solution.

u The company expects memory business to
be stable in the near term.

= Overall Al business should continue to rise
in the mix — a positive read for the margin
profile.

w Our PT implies 62x 2026e P/E and 37x
2027e P/E - more than 1s.d. above the
average level since 2020.

Consensus Rating Distribution

o I 100%Overweight
0% Equal-weight
0% Underweight

@ MS Rating

Risk Reward Themes

Secular Growth: Positive

Technology Diffusion:  Fositive

BEAR CASE NT$400.00
25x 2026e EPS

Slower-than-expected Al and IPD business
progress, with PSRAM facing intensifying
competition: We assume: 1) WoW packaging
revenue of ~NT$1.5bn, and IPD revenue of
~NT$2bn by 2028; 2) total revenue to rise
at a10-15% CAGR, 2025-28; and 3) gross
margin to remain at ~51% by 2028.
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Risk Reward — AP Memory Technology Corp (6531.TW)

KEY EARNINGS INPUTS

Drivers 2025 2026e
1. Wifi Sales (%) (%) 73.7 55.7

2. Ethernet Sales (%) (%) 71 8.7

INVESTMENT DRIVERS
+ Demand for Al applications

« Consumer tech demand, especially from the loT

market

GLOBAL REVENUE EXPOSURE

®0-10%

® 0-10%

% ® 0-10%
®0-10%

= ® 0-10%

' ® 10-20%

10-20%
® 30-40%

Indha

Japan

Latin America
MEA

Nurrth America

APAC, ex Japan, Mainland
Chna and India

Furope ex UK
Mamland China

2027e 2028e

39.2 26.1

20.5 285

RISKS TO PT/RATING

RISKS TO UPSIDE

Stronger-than-expected consumer demand
Faster-than-expected IPD ramp and WoW
packaging development

Milder competition from partners (foundry,
memory house, GPU vendor) or other design
houses

RISKS TO DOWNSIDE

+ Weaker-than-expected consumer demand

+ Slower-than-expected IPD ramp and WoW
packaging development

» Intensifying competition from partners
(foundry, memory house, GPU vendor) or other
design houses

OWNERSHIP POSITIONING

56.2% [ |

Inst. Owners, % Active

MS ESTIMATES VS. CONSENSUS
FY Dec 2026e

16.16

EPS 131 L 2

(NTS) 22.84

9,333
7,760 L 2

Sales/
Revenue

(NTS, mn)

9,948

2,627

Net income 1,850 .

(NTS, mn) 3299

21.5

- 139 < 239

(%)

® tlesn @ Blorgan Stanley Estinates

IDEA
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AP M ' '
emory: Financial Summary

Exhibit 26: Financial summary

Income Statement Cash Flow Statement

NTgman (Years End Dec ) 2025 2026 2027e 2028 NTgmn [Years End Dec | 2025 2026¢ 2027# 2028+

Het sales 5.658 333 W26 2211 Cashflow hrom Operations 1.575 190 34N 5.568

COGS (30z4) 14.784] 7.026 105871 T prodits 1.240 ZB2T 4420 702

Giozs piofe 26H 4,590 7.300 15385 Do 1 8th3 59 61 BZ B4

Operating experzes 12341 703 12 2861 12322 ‘wiorkig Capit el Change (1L L) Tan .02y 11.599)

Operating income 1399 2641 5.0 6.264 Cithies pcfpustments a2 o 0 o

Hor-aperating Incoms m 343 343 3 Cachilow from lnvesting 167 166) 163) Im

Fle-ta: ncome 1598 183 5357 B.60E Capen (260 (B5) (B3 [

o 1ar =] €3 257 a1 Change of LT Irwe sishere o o o o

Hetincome bi. emp bonus 1575 ERE 5.6 020 Change of 5T Invesiment o o o o
Db adpsstments 140 o o o

Emploves bonus expense s 709 1134 1918 Cashilow from linancing 1.564 B35) (1L763) 12.977)

Aeported net Income 1.240 2,827 4,420 T.102 Irerease e LIT deby o o o o

A wtd avg shea [millien) 1E3 L=x] L =x] =X} Ircra aza o ST deks 00 o o o

Reported EPS (NTS$) 763 6 16 211 43 68 Cash Deaderd Pasd 19651 8351 1n.763 12977

Modely are Diluted EPS INT$) 763 616 2719 43.68 D Ermgs Biorss Pasd o o o o
lssuance ol mock o 1] o o
Oy achigemaenis 2433 o o o

Balance Sheet Enchange 1ate adpastment 3 1} 1} i}

NTgmn (Years End Dec ) 2025 2026e 2027e 2020e Net change in cash 3.075 1,000 1633 2.520

Cavh 1263 B.263 363 12418

Mkt Securnies 3.756 3.756 31.756 3756

ARNR SEE 1026 1878 2437 Financial Ratios

Twanitony 115 1546 aem 34z 2025 202Ee 2027 2028

Oiker 137 ©T L= L Growrhl |

Curvent Assers 2939 WMt T68e 22217 Toaryer B0 €50 535 548

Lormg—1eim investments 1.206 1,206 1206 1208 Oiperanrg profs il wio %5 [ F:]

Fined assets 57 E3 B3 7B Precs: profes -25.3 IE 66.3 BT

Deflered azsets 126 6 LE e Toet prodits =214 ma [: %3 BT

Dhber assets an 4an an an EFS -216 me EB3 BT

Total Assets M40 6564 19497 24037 Maegins [

ST borrowngs 200 200 200 200 Gross Margn 465 487 s10 523

APINP 505 8§57 15 1234 gt iy e g 247 4 50 T3

Diker 5T liabilitees 1582 1582 1582 1582 Pretas Margin b3 341 T4 BE

LT debt q q 1] 1] et Profit 219 281 EE) Ergt]

Chiner LT linbsline s &9 & &9 a9 Return 3]

Comemon shater . BM B B Rt uz 138 2B6 ITE

Toval Liabiities 2,376 2428 2630 3,105 ROA/ a3 B8 245 ize

Addtioral capeal 1.53% 159 7595 7595 Gearing (3]

Fetaired eamng 3. 5568 g.220 12,345 Pt Dot sty I5Th 15T 5t (5841

Cliher shushodders’ squity 173 m m m LuakdtiesJE quat - 4 w2 160 L]

Total Equity 12,364 WM.I56 6807 20,933 Ratios [X)

Total Liak. & Shehlde's Equity M. 740 16,584 19,437 24037 Cuarerd ratio 57 63 :3:] T4
Chick 1atio ET] a0 a4 43

TSI S— — Others

Sowrce. Whorgan Sramey Boscarch, Company Daty AFUNE Turncves | davs | 40 40 40 40
Irromritaey Turmenes [dags] 8 18 s e
AP Turnower |days) 43 43 43 a3
C ash Conversion ldays] 6 TG 16 16

This report references U.S. Executive Order 14032 and/or entities or securities that are

designated thereunder. U.S. persons may be prohibited from buying certain securities of

entities named in this report. Readers are solely responsible for ensuring that their
investment activities are carried out in compliance with applicable laws.

This report references export controls and/or entities that may be subject to export

control restrictions. Readers are solely responsible for ensuring that their investment or

trade activities are carried out in compliance with applicable laws.
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Valuation Methodology and Risks

Micron Technology Inc. (MU.O)

~25x through-cycle earnings of US $21.00, a premium to history reflecting new opportunities
in Al, At the high end of broader semis.

Risks to Upside

® Customerscontinue to demonstrate an appetite to take on inventory around macroeco-
nomic uncertainty

m Additional wafer intensity of HBM further improves overall supply and demand

m Micron's HBM share surpasses expectations

Risks to Downside

B Pricing can turn quickly; a falter in end demand with inventories elevated could lead to
a swift price reduction
m HBM demand falters and competition intensifies, pressuring pricing
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Risk Reward Reference links

1. View explanation of Options Probabilities methodology -
Options_Probabilities_Exhibit_Link pdf

2. View descriptions of Risk Rewards Themes - RR_Themes_Exhibit_Link.pdf
3. View explanation of regional hierarchies - GEG_Exhibit_Link.pdf

4 View explanation of Theme/Exposure methodology -
ESG_Sustainable_Solutions_External_Link pdf

5. View explanation of HERS methodology - ESG_HERS_External_Link pdf



