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Key Takeaways from Our Group
Call

We reiterate OW. Product offerings continue to expand to
address diverse Al inference use cases.

Key Takeaways

B KIOXIA plans to offer CM, GP, and LC-series SSDs to address diverse Al inference
needs.

UPDATE

MORGAN STANLEY MUFG SECURITIES CO., LTD.+

Kazuo Yoshikawa, CFA

Equity Analyst

Kazuo.Yoshikawa@morganstanleymufg.com +81 3 6836-8408

Hidetaka Suzuki

Research Associate

Hidetaka.Suzuki@morganstanleymufg.com +81 3 6836-8402

ks [l h

.'.'

¥ y ':':' - N .;, X S
Japan Summe‘r"Schi:_ipi.'%p;E T@,
4 ke :. N ,J;,.-._,_ A %[E'

P R e |

KIOXIA Holdings (285A.T, 285A JP)

Japan Semiconductors | Japan

Stock Rating Overweight
Industry View In-Line
B BiCS-10 sample shipments are expected to begin around this summer, with Price tayrget ¥110,000
volume production planned about one year later, subject to market conditions. Up/downside to price target (%) 41
Shr price, close (Jun 5, 2026) ¥78,140
B The company appears to aim to cover roughly 50% of its CY28 shipment volume '\D"kt Tg%g‘/lg%b)a‘?m)(b”) ¥42'67;-§
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through LTAs, while maintaining a certain degree of flexibility.

Fiscal Year Ending 03/26 03/27e 03/28e 03/29e

. . . Revenue, net (¥bn) 2,337.6 8,541.7 9,487.9 8,783.1
We had a follow-up group call with KIOXIA Holdings following its Investor Day Operating profit (¥bn)*  870.4 68023 7.569.8 6722.6
held on June 2: Key comments from the company are summarized below. Net income (¥bn)* 554.5 4,796.2 5379.4 48151
EPS, basic (¥)* 1,024.1 87828 9,850.9 8817.4
Py T, f f Prior EPS, basic (¥)* - - - -
Application mix: KIOXIA plans to raise the revenue mix of products for the data EPS () 1033.6 87844 98524 8819.0
center and enterprise markets from the current 30-40% to over 60% over the Prior EPS (¥)** - - - -
medium term. The company also aims to improve profitability by achieving stronger P/E, basict 186 8.9 79 89
: pany prove p Yy by g g P/BV, basic 74 82 45 32
market fit for value-added products such as Super High IOPS SSDs. That said, ROE (%)* 752 3428 1032 507
EV/EBITDA, basic 8.7 5.5 4.4 43

profitability gaps between data center/enterprise products and consumer products
appear to have narrowed, as price increases have also progressed in consumer areas

such as PC & client SSDs and smart devices.

NAND flash market outlook: At the Investor Day, KIOXIA presented TechlInsights'
forecast, which is broadly in line with its own view, showing an EB CAGR of 22%
from 2025 to 2028. This outlook assumes supply constraints, and actual demand
could be stronger. While ASPs are difficult to forecast, the company appears to
expect solid ASPs could continue through 2H26 and 2027, supported by tight
supply-demand conditions.

Capex plan: KIOXIA set its average annual capex plan for FY3/27-3/29 at ¥470bn.
This represents a slight increase from its FY3/27 capex guidance of ¥450bn.
However, FY3/27 capex is weighted toward the 2H, and the three-year capex cycle is
expected to increase from 2H FY3/27. The three-year investment plan includes not
only production equipment investment, but also medium- to long-term investments
to secure upside flexibility through additional space capacity, including investments
beyond Fab 7 at Yokkaichi and Fab 2 at Kitakami factory.

KIOXIA's SSD product portfolio for Al: Various inference Al solutions are being
proposed, mainly by NVIDIA (covered by our US semiconductor analyst Joseph
Moore), and SSDs play an important role in these systems. KIOXIA plans to roll out
products that address these emerging applications.

Unless otherwise noted, all metrics are based on Morgan Stanley ModelWare
framework

** = Based on consensus methodology

* = GAAP or approximated based on GAAP
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KIOXIA CM Series is a high-bandwidth SSD equipped with TLC flash memory. As agentic
Al advances, inference systems increasingly require high-throughput and low-latency
storage, not merely as auxiliary storage but effectively as part of the memory hierarchy.
The CM Series is designed for such KV cache applications. Products supporting KV cache
for NVIDIA are expected to begin shipping in 2026.

KIOXIA GP Series is a Super High IOPS SSD designed for direct integration with GPUs and
compatible with NVIDIA Storage-Next. By combining a dedicated SoC with XL-FLASH, it
enables next-generation Al processing of over 100M IOPS and low latency, allowing SSDs
to be used as an extension or complement to HBM. KIOXIA plans to ship the first-
generation product using SLC chips in 2026, followed by a second-generation product
capable of TOOM IOPS in 2027.

KIOXIA LC Series is a high-capacity SSD equipped with QLC flash memory. It uses BiCS-8
2Tb QLC and achieves a capacity of 245TB, meeting demand for large-scale data storage in
storage servers. Customer qualifications are progressing smoothly, including adoption in
Dell Technologies’ (covered by our US IT hardware analyst Erik Woodring) PowerEdge

R7725xd server and mass-production shipments have started.

BiCS FLASH technology roadmap: BiCS-8 is ramping mass production across a number of
projects and is expected to account for around 80% of KIOXIA's GB output by the end of
March 2027.

For BiCS-10, KIOXIA is increasing the memory cell stack count to 332 layers, while also
improving power efficiency and securing high reliability for memory cells. The company
believes this will be a highly competitive product. Sample shipments are expected to begin
around this summer, followed by customer qualification, with mass production planned

about one year later, depending on market conditions.

In addition, BiCS-9, which combines cell technology with a lower layer count and the
latest CMOS technology to mainly address demand from Al-enabled PCs and mobile
devices, has already begun sample shipments.

LTA: KIOXIA is currently discussing Long-Term Agreements (LTAs) mainly with data center
and enterprise customers. For CY27, LTAs are expected to cover more than 50% of
shipment volume. For CY28 and beyond, customer needs for products and specifications
may change. Therefore, at this stage, the company appears to aim to cover roughly 50% of
CY28 shipment volume through LTAs, while maintaining a certain degree of flexibility.

One example of the need to maintain flexibility is the shift in Al system requirements.
Previously, demand growth for QLC-based high-capacity SSDs for storage servers was
highlighted for Al systems. However, as inference Al systems evolve, attention is shifting
toward high-throughput, low-latency storage for KV cache applications. As noted above,
KIOXIA plans to offer the TLC-based KIOXIA CM Series for this use case. It is quite possible
that product and specification requirements will continue to change as Al systems evolve.

KIOXIA also noted that receiving upfront payments is not a priority in entering into LTAs.

Capital allocation: KIOXIA plans to allocate the free cash flow it generates to growth
investments and shareholder returns, including dividends and share buybacks. The
allocation between these areas will vary depending on the company’s management
conditions at the time. For growth investments, given that NAND flash is an industry
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where high returns can be expected, KIOXIA may make investments that help strengthen
relationships with downstream customers in the value chain, as well as stabilize
procurement of upstream raw materials and components.

The investment made in Nanya Technologies (covered by our Greater China
semiconductor analyst Charlie Chan) in April is positioned as an investment to strengthen
existing operations and enhance supply chain resilience.

Exhibit 1:  KIOXIA Holdings: SSD product lineup for Al applications(1)
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Exhibit 2:  KIOXIA Holdings: SSD product lineup for Al applications (2)
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Valuation Methodology and Risks

KIOXIA Holdings (285A.T)

FY3/28e FCF yield of 10%: Considering the company'’s strong FCF outlook, its shareholder
return policy, and the significant growth potential driven by Al inference, we believe that an
FCF yield of around 10% should provide sufficient support for the share price. Implied P/E of
our target price based on our FY3/28 EPS forecast is 11x.

Risks to Upside

Greater-than-expected improvement in NAND flash S/D on Al-driven growth in end demand
and supply-side adjustments

SSD market share gains
Risks to Downside

Longer-than-expected deterioration in NAND S/D on declining end demand, capacity expan-
sion by Chinese companies

Japanese yen appreciation (we estimate one yen appreciation against US$ lowers OP by about
Y6bn annually)
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Other Material Investment Services

Coverage Universe Investment Banking Clients (IBC) )
Clients (MISC)
Stock Rating % of Rating % of Total Other
Count % of Total Count % of Total IBC Count
Category Category MISC
Overweight/Buy 1542 42% 465 51% 30% 707 43%
Equal-weight/Hold 1571 43% 369 40% 23% 723 44%
Not-Rated/Hold 3 0% 0 0% 0% 1 0%
Underweight/Sell 551 15% 86 9% 16% 201 12%
Total 3,667 920 1632

Data include common stock and ADRs currently assigned ratings. Investment Banking Clients are companies from whom Morgan Stanley received investment banking compensation in the

last 12 months. Due to rounding off of decimals, the percentages provided in the "% of total" column may not add up to exactly 100 percent.

Analyst Stock Ratings

Overweight (0). The stock's total return is expected to exceed the average total return of the analyst's industry (or industry team's) coverage universe, on a risk-adjusted basis, over the next

12-18 months.
Equal-weight (E). The stock's total return is expected to be in line with the average total return of the analyst's industry (or industry team's) coverage universe, on a risk-adjusted basis, over

the next 12-18 months.

Not-Rated (NR). Currently the analyst does not have adequate conviction about the stock's total return relative to the average total return of the analyst's industry (or industry team's) coverage
universe, on a risk-adjusted basis, over the next 12-18 months.

Underweight (U). The stock's total return is expected to be below the average total return of the analyst's industry (or industry team's) coverage universe, on a risk-adjusted basis, over the next

12-18 months.
Unless otherwise specified, the time frame for price targets included in Morgan Stanley Research is 12 to 18 months.

Analyst Industry Views

Attractive (A): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be attractive vs. the relevant broad market benchmark, as indicated

below.
In-Line ([): The analyst expects the performance of his or her industry coverage universe over the next 1218 months to be in line with the relevant broad market benchmark, as indicated below.

Cautious (O): The analyst views the performance of his or her industry coverage universe over the next 12-18 months with caution vs. the relevant broad market benchmark, as indicated below.
Benchmarks for each region are as follows: North America - S&P 500; Latin America - relevant MSCI country index or MSCI Latin America Index; Europe - MSCI Europe; Japan - TOPIX; Asia -
relevant MSCI country index or MSCI sub-regional index or MSCI AC Asia Pacific ex Japan Index.

Stock Price, Price Target and Rating History (See Rating Definitions)
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KIOXIA Holdings (285A.T) - As of 0608726 GMT in JPY
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Important Disclosures for Morgan Stanley Smith Barney LLC Customers

Important disclosures regarding any material conflict of interest that can reasonably be expected to have influenced Morgan Stanley Smith Barney LLC's choice of a third-party research provider
or the subject company of a third-party research report, are available on the Morgan Stanley Wealth Management disclosure website at www.morganstanley.com/online/researchdisclosures.
For Morgan Stanley specific disclosures, you may refer to https://www.morganstanley.com/egr/disclosures/webapp/generalresearch.

Each Morgan Stanley research report is reviewed and approved on behalf of Morgan Stanley Smith Barney LLC. This review and approval is conducted by the same person who reviews the

research report on behalf of Morgan Stanley. This could create a conflict of interest.

Other Important Disclosures

Morgan Stanley Research policy is to update research reports as and when the Research Analyst and Research Management deem appropriate, based on developments with the issuer, the
sector, or the market that may have a material impact on the research views or opinions stated therein. In addition, certain Research publications are intended to be updated on a regular periodic
basis (weekly/monthly/quarterly/annual) and will ordinarily be updated with that frequency, unless the Research Analyst and Research Management determine that a different publication
schedule is appropriate based on current conditions.

Morgan Stanley is not acting as a municipal advisor and the opinions or views contained herein are not intended to be, and do not constitute, advice within the meaning of Section 975 of the
Dodd-Frank Wall Street Reform and Consumer Protection Act.

Morgan Stanley produces an equity research product called a"Tactical Idea." Views containedin a "Tactical Idea" on a particular stock may be contrary to the recommendations or views expressed
in research on the same stock. This may be the result of differing time horizons, methodologies, market events, or other factors. For all research available on a particular stock, please contact
your sales representative or go to Matrix at http://www.morganstanley.com/matrix.

Morgan Stanley Research s provided to our clients through our proprietary research portal on Matrixand also distributed electronically by Morgan Stanley to clients. Certain, but not all, Morgan
Stanley Research products are also made available to clients through third-party vendors or redistributed to clients through alternate electronic means as a convenience. For access to all
available Morgan Stanley Research, please contact your sales representative or go to Matrix at http//www.morganstanley.com/matrix.

Any access and/or use of Morgan Stanley Research is subject to Morgan Stanley's Terms of Use (http://www.morganstanley.com/terms.html). By accessing and/or using Morgan Stanley
Research, you are indicating that you have read and agree to be bound by our Terms of Use (http://www.morganstanley.com/terms.html). In addition you consent to Morgan Stanley processing
your personal data and using cookies in accordance with our Privacy Policy and our Global Cookies Policy (http://www.morganstanley.com/privacy_pledge.htm), including for the purposes of
setting your preferences and to collect readership data so that we can deliver better and more personalized service and products to you. To find out more information about how Morgan Stanley
processes personal data, how we use cookies and how to reject cookies see our Privacy Policy and our Global Cookies Policy (http:/www.morganstanley.com/privacy_pledge.html). Please use
the provided link to review the Terms and Conditions and Most Important Terms and Conditions for Morgan Stanley India Company Private Limited (https://www.morganstanley.com/assets/
pdfs/about-us-global-offices/india/Terms_and_conditions.pdf) and the following link to review the audit report (https//ny.matrix.ms.com/eqgr/research/webapp/researchdocs/
MSICPL_Morgan_Stanley_Research_Audit_Report.pdf).

If you do not agree to our Terms of Use and/or if you do not wish to provide your consent to Morgan Stanley processing your personal data or using cookies please do not access our research.
Morgan Stanley Research does not provide individually tailored investment advice. Morgan Stanley Research has been prepared without regard to the circumstances and objectives of those

who receive it. Morgan Stanley recommends that investors independently evaluate particular investments and strategies, and encourages investors to seek the advice of a financial adviser.
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The appropriateness of an investment or strategy will depend on an investor's circumstances and objectives. The securities, instruments, or strategies discussed in Morgan Stanley Research
may not be suitable for all investors, and certain investors may not be eligible to purchase or participate in some or all of them. Morgan Stanley Research is not an offer to buy or sell or the
solicitation of an offer to buy or sell any security/instrument or to participate in any particular trading strategy. The value of and income from your investments may vary because of changes
ininterest rates, foreign exchange rates, default rates, prepayment rates, securities/instruments prices, market indexes, operational or financial conditions of companies or other factors. There
may be time limitations on the exercise of options or other rights in securities/instruments transactions. Past performance is not necessarily a guide to future performance. Estimates of future
performance are based on assumptions that may not be realized. If provided, and unless otherwise stated, the closing price on the cover page is that of the primary exchange for the subject
company's securities/instruments.

The fixed income research analysts, strategists or economists principally responsible for the preparation of Morgan Stanley Research have received compensation based upon various factors,
including quality, accuracy and value of research, firm profitability or revenues (which include fixed income trading and capital markets profitability or revenues), client feedback and competitive
factors. Fixed Income Research analysts,, strategists' or economists' compensation is not linked to investment banking or capital markets transactions performed by Morgan Stanley or the
profitability or revenues of particular trading desks.

The "Important Regulatory Disclosures on Subject Companies" section in Morgan Stanley Research lists all companies mentioned where Morgan Stanley owns 1% or more of a class of common
equity securities of the companies. For all other companies mentioned in Morgan Stanley Research, Morgan Stanley may have an investment of less than 1% in securities/instruments or
derivatives of securities/instruments of companies and may trade them in ways different from those discussed in Morgan Stanley Research. Employees of Morgan Stanley not involved in the
preparation of Morgan Stanley Research may have investments in securities/instruments or derivatives of securities/instruments of companies mentioned and may trade them in ways different
from those discussed in Morgan Stanley Research. Derivatives may be issued by Morgan Stanley or associated persons.

With the exception of information regarding Morgan Stanley, Morgan Stanley Research is based on public information. Morgan Stanley makes every effort to use reliable, comprehensive
information, but we make no representation that it is accurate or complete. We have no obligation to tell you when opinions or information in Morgan Stanley Research change apart from
whenwe intend to discontinue equity research coverage of a subject company. Facts and views presented in Morgan Stanley Research have not been reviewed by, and may not reflect information
known to, professionals in other Morgan Stanley business areas, including investment banking personnel.

Morgan Stanley Research personnel may participate in company events such as site visits and are generally prohibited from accepting payment by the company of associated expenses unless
pre-approved by authorized members of Research management.

Morgan Stanley may make investment decisions that are inconsistent with the recommendations or views in this report.

To our readers based in Taiwan or trading in Taiwan securities/instruments: Information on securities/instruments that trade in Taiwan is distributed by Morgan Stanley Taiwan Limited (MSTL".
Such information is for your reference only. The reader should independently evaluate the investment risks and is solely responsible for their investment decisions. Morgan Stanley Research
may not be distributed to the public media or quoted or used by the public media without the express written consent of Morgan Stanley. Any non-customer reader within the scope of Article
7-1of the Taiwan Stock Exchange Recommendation Regulations accessing and/or receiving Morgan Stanley Research is not permitted to provide Morgan Stanley Research to any third party
(including but not limited to related parties, affiliated companies and any other third parties) or engage in any activities regarding Morgan Stanley Research which may create or give the
appearance of creating a conflict of interest. Information on securities/instruments that do not trade in Taiwan is for informational purposes only and is not to be construed as arecommendation
or a solicitation to trade in such securities/instruments. MSTL may not execute transactions for clients in these securities/instruments.

Morgan Stanley is not incorporated under PRC law and the research in relation to this report is conducted outside the PRC. Morgan Stanley Research does not constitute an offer to sell or
the solicitation of an offer to buy any securities in the PRC. PRC investors shall have the relevant qualifications to invest in such securities and shall be responsible for obtaining all relevant
approvals, licenses, verifications and/or registrations from the relevant governmental authorities themselves. Neither this report nor any part of it is intended as, or shall constitute, provision
of any consultancy or advisory service of securities investment as defined under PRC law. Such information is provided for your reference only.

Morgan Stanley Research is disseminated in Brazil by Morgan Stanley CT.V.M. S.A. located at Av. Brigadeiro Faria Lima, 3600, 6th floor, Sdo Paulo - SP, Brazil; and is regulated by the Comissao
de Valores Mobiliarios; in Mexico by Morgan Stanley México, Casa de Bolsa, S.A. de CV which is regulated by Comision Nacional Bancaria y de Valores. Paseo de los Tamarindos 90, Torre 1,
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Japan Co,, Ltd; in Hong Kong by Morgan Stanley Asia Limited (which accepts responsibility for its contents) and by Morgan Stanley Bank Asia Limited; in Singapore by Morgan Stanley Asia
(Singapore) Pte. (Registration number 1992062987) and/or Morgan Stanley Asia (Singapore) Securities Pte Ltd (Registration number 200008434H), regulated by the Monetary Authority of
Singapore (which accepts legal responsibility for its contents and should be contacted with respect to any matters arising from, or in connection with, Morgan Stanley Research) and by Morgan
Stanley Bank Asia Limited, Singapore Branch (Registration number T14FCOTI8)); in Australia to "wholesale clients" within the meaning of the Australian Corporations Act by Morgan Stanley
Australia Limited ABN. 67 003 734 576, holder of Australian financial services license No. 233742, which accepts responsibility for its contents; in Australia to "wholesale clients" and "retail
clients" within the meaning of the Australian Corporations Act by Morgan Stanley Wealth Management Australia Pty Ltd (ABN.19 009 145 555, holder of Australian financial services license
No. 240813, which accepts responsibility for its contents; in Korea by Morgan Stanley & Co International plc, Seoul Branch; in India by Morgan Stanley India Company Private Limited having
Corporate Identification No (CIN) U22990MH1998PTC115305, regulated by the Securities and Exchange Board of India (‘SEBI") and holder of licenses as a Research Analyst (SEBI Registration
No. INHOO00OTM05); Stock Broker (SEBI Stock Broker Registration No. INZ000244438), Merchant Banker (SEBI Registration No. INMOOOQT1203), and depository participant with National
Securities Depository Limited (SEBI Registration No. IN-DP-NSDL-567-2021) having registered office at Altimus, Level 39 & 40, Pandurang Budhkar Marg, Worli, Mumbai 400018, India;
Telephone no. +91-22-61181000; Compliance Officer Details: Mr. TejarshiHardas, Tel. No.: +91-22-61181000 or Email: tejarshi.hardas@morganstanley.com; Grievance officer details: Mr. Tejarshi
Hardas, Tel. No.: +91-22-61181000 or Email: msic-compliance@morganstanley.com. Morgan Stanley India Company Private Limited (MSICPL) may use Al tools in providing research services.
All recommendations contained herein are made by the duly qualified research analysts; in Canada by Morgan Stanley Canada Limited; in Germany and the European Economic Area where
required by Morgan Stanley Europe S.E., authorised and regulated by Bundesanstalt fuer Finanzdienstleistungsaufsicht (BaFin) under the reference number 149169; in the US by Morgan Stanley
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The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co. International plc (DIFC Branch), regulated by the Dubai Financial Services Authority (the DFSA)
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defined by the DFSA or the FSRA, respectively. The financial products or financial services to which this research relates will only be made available to a customer who we are satisfied meets
the regulatory criteria of a Professional Client. A distribution of the different MS Research ratings or recommendations, in percentage terms for Investments in each sector covered, is available
upon request from your sales representative.

The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co. International plc (QFC Branch), regulated by the Qatar Financial Centre Regulatory Authority
(the QFCRA), and is directed at business customers and market counterparties only and is not intended for Retail Customers as defined by the QFCRA.

As required by the Capital Markets Board of Turkey, investment information, comments and recommendations stated here, are not within the scope of investment advisory activity. Investment
advisory service is provided exclusively to persons based on their risk and income preferences by the authorized firms. Comments and recommendations stated here are generalin nature. These
opinions may not fit to your financial status, risk and return preferences. For this reason, to make an investment decision by relying solely to this information stated here may not bring about
outcomes that fit your expectations.

The trademarks and service marks contained in Morgan Stanley Research are the property of their respective owners. Third-party data providers make no warranties or representations relating
to the accuracy, completeness, or timeliness of the data they provide and shall not have liability for any damages relating to such data. The Global Industry Classification Standard (GICS) was
developed by and is the exclusive property of MSCl and S&P.

Morgan Stanley Research, or any portion thereof may not be reprinted, sold or redistributed without the written consent of Morgan Stanley.

Indicators and trackers referenced in Morgan Stanley Research may not be used as, or treated as, a benchmark under Regulation EU 2016/1071, or any other similar framework.

The issuers and/or fixed income products recommended or discussed in certain fixed income research reports may not be continuously followed. Accordingly, investors should regard those
fixed income research reports as providing stand-alone analysis and should not expect continuing analysis or additional reports relating to such issuers and/or individual fixed income products.
Morgan Stanley may hold, from time to time, material financial and commercial interests regarding the company subject to the Research report.

Registration granted by SEBI and certification from the National Institute of Securities Markets (NISM) in no way guarantee performance
of the intermediary or provide any assurance of returns to investors. Investment in securities market are subject to market risks. Read
all the related documents carefully before investing.
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COMPANY (TICKER) RATING (AS OF) PRICE* (06/05/2026)
Kazuo Yoshikawa, CFA
HOYA (7741.7) E (10/30/2023) ¥26,340
KIOXIA Holdings (285A.T) 0 (08/12/2025) ¥78,140
Renesas Electronics (6723.T) 0(11/26/2019) ¥4,568
Rohm (6963.T) + ¥5270
Socionext (6526.T) U (01/27/2026) ¥2,731

Stock Ratings are subject to change. Please see latest research for each company.
* Historical prices are not split adjusted.
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