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Electronic Components | Japan

Investor Visits in Singapore &
Hong Kong

We held 31 one-on-one meetings with institutional investors in
Singapore and Hong Kong during June 22-26, and a group lunch
meeting with institutional investors in both Singapore and Hong
Kong, mainly discussing MLCCs and ABF package substrates.

Key Takeaways

B We expect Murata Mfg's MLCCs to continue to see ASP growth driven by
improvements and changes in product mix; our rating remains OW.

B The gap in corporate value between companies that implement price hikes
readily and those that continuously enhance product competitiveness is likely to

become more pronounced

B While we expect Ibiden to continue expanding earnings, market consensus
appears too high. Our rating remains UW.

Discussions focused mainly on MLCC and ABF package substrates: \We assign
investment ratings to 20 companies engaged in electronic components. In
discussions with investors in Singapore and Hong Kong, the main topics included (1)
the positioning of Murata and Taiyo Yuden in high value-added MLCCs for Al servers,
(2) supply-demand and pricing of commoditized MLCCs, (3) differences between the
MLCC market in 2018 and 2026, and (4) Ibiden’s technological competitiveness and
valuation in ABF package substrates.

Murata's MLCCs to see significant ASP growth even without price hikes due to
increasing sales of high value-added products for Al servers: \We expect that in Al
server accelerator boards, the total capacitance required of MLCC increases at
roughly twice the rate with each new generation of GPUs, while installation space
remains limited, supporting continued growth in demand for compact, high-
capacitance, high value-added MLCCs. Murata has advanced miniaturization and
higher capacitance of MLCC not only by refining and homogenizing the particle size
of barium titanate (key material) and increasing the number of layers, but also by
narrowing the width of external electrodes to increase volume of dielectric layers. It
plans to increase sales to Al/data centers by 85-90% YoY in F3/27, assuming volume
growth of ~40% and ASP growth of ~50%. The ASP increase does not assume unit
price hikes for identical products, but rather reflects a roughly 50% rise driven by a
higher mix of high unit price, high value-added products. Investor interest in our
meetings was almost entirely focused on the extent of price hikes in commoditized
products, with little attention paid to the likelihood of earnings expansion driven by
growth in high value-added products. We expect the gap in corporate value between
companies that raise prices indiscriminately and those that continuously improve
product competitiveness to become increasingly evident.
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Market share ranking for Al server high value-added MLCCs is 1) Murata, 2) SEMCO, 3)
Taiyo Yuden: We estimate MLCC market share in 2025 at 40.8% for Murata
Manufacturing, 22.5% for SEMCO, and 11.3% for Taiyo Yuden. We estimate MLCC sales for
Al/data centers accounted for 10-15% of Murata's total MLCC sales in F3/26, and forecast
this will increase by 85-90% YoY in F3/27 to account for 20-25% of MLCC sales, and
continue growing at a similar pace from F3/28 onward. For Taiyo Yuden, we estimate Al/
data center MLCC sales accounted for 5-10% of total MLCC sales in F3/26, and will
increase by 82-83% YoY in F3/27 to around 15% of MLCC sales, and continue expanding at
a similar pace from F3/28 onward. Demand for MLCC such as 1608 size 100yF, 1005 size
47uF, and 0603 size 10yF is increasing significantly in Al servers, but it appears that only
Murata can stably mass-produce all of these products. While the timing of when Taiyo
Yuden will achieve stable mass production of all these MLCCs remains unclear, by the
time it does so for products comparable to Murata's, we think Murata is likely to be mass-
producing even smaller, higher-capacitance MLCCs. Although we expect Taiyo Yuden's
earnings to benefit from increased sales of MLCC for Al servers/ data centers and higher
utilization rates, we believe Murata remains the only company capable of stably supplying
high value-added products, and thus the contribution of high value-added products to
Taiyo Yuden’s earnings will likely be limited. In addition, as Taiyo Yuden froze capex in 2H
2024, we estimate MLCC production capacity growth was limited to around 5% in F3/26,

constraining its ability to capture new business.

The gap between companies that implement price hikes at each opportunity and those
that continuously enhance product competitiveness will become more evident over
the medium to long term: Many Japanese electronic component companies, including
Murata, combine strong technological competitiveness with cost competitiveness. Many
of these companies earn high levels of profit supported by their advanced products, while
also maintaining strong cost competitiveness in commoditized products. Prices from
distributors to customers for commoditized MLCC appear to be rising. We infer that
Murata adjusts prices flexibly in line with market conditions for commoditized products.
Murata does not proactively implement price hikes for commoditized products because
while such increases may maximize short-term profits, they risk lowering barriers to entry,
facilitating entry by companies from China, South Korea, and Taiwan, and ultimately
leading to share erosion over the medium to long term. In contrast, many companies in
China, South Korea, and Taiwan that pursue short-term profit maximization through
indiscriminate price increases appear not to allocate sufficient resources to R&D or to
improving production technology to enhance product competitiveness. While rising prices
for commoditized products may boost short-term profits for companies focused on these
products, we argue that they are unlikely to contribute to medium- to long-term market

share gains or expansion in corporate value.

While we expect Ibiden to continue expanding earnings, market expectations appear
too high: We estimate Ibiden began volume shipments of ABF package substrates for
NVIDIA's Rubin in 4Q F3/26, and expect sales of ABF package substrates for Rubin to
exceed those for Blackwell in 1Q F3/27, driving continued earnings expansion through
growth in high value-added ABF package substrates. We expect ABF package substrates to
continue to become more value-added, driven in part by increases in SAP size. That said,
we forecast OP at ¥94.7bn in F3/27 (company forecast ¥90bn, FactSet consensus
¥99.7bn), ¥128.5bn in F3/28 (company forecast ¥150bn, FS consensus ¥151.5bn), and

¥242 6bn in F3/31 (company forecast ¥300bn). While we expect continued earnings
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growth, we believe market expectations for Ibiden are too high. We expect earnings
expansion driven by EMIB-T; however, we believe meaningful contribution to Ibiden's
earnings will materialize from F3/29 onward. While we expect pricing to significantly
exceed that of existing ABF package substrates, we see it as difficult for EMIB-T products

to achieve profit margins comparable to NVIDIA's existing offerings.

Exhibit 1:  Electronic Components Industry: Gaps between recent share prices and PTs

(base, bull, bear case fair value)

Price  Target Price B
Rating ST B % Difference

MURATA MANUFACTURING  6981]  Overweight
TDK 6762  Overweight 3,575 4,900 -58%
HIROSE ELECTRIC 6806  Overweight 29,660 36,600
NITERRA 5334  Overweight 10,845 12,600 66%
ALPS ALPINE 6770/  Overweight 1,982 3,000
MEIKO ELECTRONICS 6787 Equal-weight 30,250 39,200 -44%
MINEBEA MITSUMI 6479 Equal-weight 4,805 5,300 -50%
KYOCERA 6971 Equal-weight 3411 4,000 -56%
NICHICON 6996 Equal-weight 4,300 4,700 7%
NIHON DEMPA KOGYO 6779 Equal-weight 3,890 4,900 74%
HAMAMATSU PHOTONICS 6965  Equal-weight 2625 3,000 -62%

6999|  Equal-weight 2929 3,000 -56%
MABUCHI MOTOR 6592  Equal-weight 1,609 1,750
JAE 6807 Equal-weight 2276 2,600
CMK 6958/ Equal-weight 657 790 -38Y
DAISHINKU 6962  Underweight 923 840 6% 106%
NIPPON CHEMI-CON 6997|  Underweight 5,590 3,500 73%
IBIDEN 4062 Underweight 24,000 13,000 75%
TAIYO YUDEN 6976  Underweight 16,780 12,500 55%

-200% -150% -100% -50% 200%

Source: FactSet, Morgan Stanley Research

t2: Sales and OP for coverage electronic components companies

F30e  F26Ce

ales
USD/JPY.Average Rate

144.5 147.5 154.0 156.9

IBIDEN 4062 97.5 98.0 103.1 1176
NITERRA 5334 1699 1812 1749 2052
MINEBEA MITSUMI 6479 3669 4114 4539 4322
MABUCHI MOTOR 6592 47.0 48.0 52.1 53.4
6762 535.8 647.6 675.2 646.3

ALPS ALPINE 6770 2389 266.8 256.5 258.3
NIHON DEMPA KOGYO 6779 127 14.0 132 14.8
MEIKO ELECTRONICS 6787 53.1 58.4 60.5 68.5
HIROSE ELECTRIC 6806 49.0 53.1 54.5 54.7
6807 516 58.8 56.3 61.1

6958 228 244 258 272

DAISHINKU 6962 9.4 10.2 10.0 10.0
HAMAMATSU PHOTONICS 6965 50.6 56.2 48.7 56.6
KYOCERA 6971 478.0 513.3 530.6 548.2
TAIYO YUDEN 6976 84.8 92.8 88.5 89.2
MURATA MANUFACTURING 6981 416.2 486.6 467.5 460.6
NICHICON 6996 396 411 435 455

NIPPON CHEMI-CON
KOA

1He.

155.0 155.0 112.4 1354 144.5 152.5 150.6 155.0 155.0 155.0 155.0 155.0

1321 1376 4011 4175 370.5 369.4 416.2 509.8 6145 730.2 877.6 976.4 230.0 270.0 X 516.3 646.3 796.5
2054 2056 4917 5626 6145 6530 7312 8132 8548 9197 9906 1,068.3 391.0  399.0 X 7863 8413 9594
4367 4166 11241 12922 14021 15227 16644 17112 17660 18392 19105 19856 8465 8435 1 16937 17751 183838
57.6 55.3 . 178.7 196.2 200.4 2188 233.7 249.0 265.8 283.8 104.6 108.4 . 210.5 2203 2326
719.3 693.7 ,180. 2,1039 22048 25048 27680 30206 32956 36009 39387 - - X 26945 28856 3,126.2
276.0 266.0 & . 964.1 9904 10195 10645 1,1576 12222 13001 1385.1 508.0 537.0 X 1,0471  1,0899 1,176
15.6 16.2 50.3 53.1 546 61.9 66.6 724 79.7 89.1 295 31.1 61.9 66.6 724
85.2 86.7 179.5 206.8 2406 323.8 4129 4821 539.7 595.1 - - X 320.7 397.6 4711
59.5 59.0 5 .. 165.5 189.4 2113 2346 254.6 275.4 298.2 3234 115.0 115.0 X 230.6 2483 268.6
57.0 60.6 225.8 2216 2279 2351 236.9 245.1 248.0 2513 120.0 120.0 X 237.2 246.3 257.2
26.7 275 K . 90.6 95.5 100.2 103.6 106.2 109.2 1125 116.2 - - X 104.8 109.6 1146
101 10.0 E 39.3 386 39.6 40.9 434 46.2 491 52.3 - - K 411 436 46.2
58.2 62.1 2214 2040 2121 2328 2458 2657 2876 3119 125 1195 2312 2458 2627
495.5 496.0 .S . 2,0042 20145 20702 19516 19772 21029 22368 23793 - - X 20169 20977 22193
107.1 108.8 X . 322.6 3414 355.3 4113 4751 523.8 573.9 624.8 - X 396.3 4475 516.3

532.0 510.5 X . 16402 17434 18309 20442 24497 28305 32922 3,860.7 960.0 1,000.0 X 2,0306 23595 2,814:6
49.4 50.7 181.6 1758 1697  187.0  197.2  207.1 22041 2374 -

USD/JPY:Average Rate 144.5 147.5 154.0 156.9 155.0 155.0 155.0 155.0 112.4 135.4 144.5 152.5 150.6 155.0 155.0 155.0 155.0 155.0
IBIDEN 4062 176 14.9 120 175 216 229 246 256 708 724 476 476 620 947 1285 1666 2133 2426 380 520 90.0 997 1515 2237 202
NITERRA 5334 33.8 38.1 38.9 273 396 40.0 41.9 36.6 75.5 89.2 107.6 129.7 138.2 158.2 174.4 200.8 227.4 254.4 720 78.0 150.0 154.0 1749 206.8 30.7
MINEBEA MITSUMI 6479 174 27.0 313 288 26.0 30.0 315 34.0 90.3 76.5 69.0 916 102.7 1215 137.8 154.3 169.7 186.3 53.0 67.0 120.0 121.0 135.6 1458 274
MABUCHI MOTOR 6592 6.4 57 74 59 54 71 79 6.8 138 10.8 15.5 216 255 272 29.9 324 35.9 452 12.8 13.2 26.0 247 26.8 28.8 6.8
6762 56.4 91.2 83.1 41.7 64.5 90.1 97.7 83.5 166.8  168.8 1729 2242 2724 3358 3691 4147 4647 5186 - - 2950 3077 3557 4143 64.6
ALPS ALPINE 6770 37 175 12.0 8.8 37 8.8 184 18.4 35.2 336 19.7 341 420 49.1 68.7 79.7 914 103.8 9.0 395 48.5 439 50.5 514 53
NIHON DEMPA KOGYO 6779 0.8 0.7 08 1.2 1.1 1.1 1.1 13 52 8.3 4.3 46 34 4.6 5.3 6.6 8.1 10.3 1.4 26 4.0 46 53 6.6 1.1
MEIKO ELECTRONICS 6787 56 5.8 6.1 71 8.1 8.9 10.2 1.4 133 9.6 1.7 19.1 246 38.6 48.7 62.5 734 83.8 - - 38.0 37.8 51.1 65.0 85
HIROSE ELECTRIC 6806 9.8 10.6 12.0 10.5 1.3 121 12.7 11.2 40.8 46.8 34.0 427 43.0 473 53.4 59.9 67.0 754 23.0 23.0 46.0 49.8 58.1 66.9 15
JAE 6807 15 33 12 30 0.6 3.1 16 36 18.0 17.6 14.4 156 89 89 9.6 101 106 11.0 38 5.7 95 132 161 18.8 28
CMK 6958 0.2 03 0.9 15 0.7 0.5 1.0 1.0 3.0 26 35 3.8 28 32 3.9 4.5 5.2 6.2 - - 32 35 5.0 75 03
DAISHINKU 6962 0.1 0.1 03 0.6 0.3 0.3 03 0.1 52 4.2 2.1 0.9 1.1 1.0 15 23 29 36 - - 14 14 20 23 03
HAMAMATSU PHOTONICS 6965 4.3 6.5 15 3.9 24 76 4.9 7.6 343 57.0 56.7 321 16.2 225 254 30.7 40.6 459 10.0 10.0 20.0 201 244 30.4 53
KYOCERA 6971 18.6 234 28.7 475 289 349 349 339 148.9 1285 929 273 118.1 1326 148.5 178.8 2116 2478 - - 130.0 125.8 149.2 1455 289
TAIYO YUDEN 6976 3.1 59 75 35 7.0 105 135 14.3 68.2 32.0 105 20.0 452 70.2 80.2 90.5  100.2 - - 30.0 40.2 67.2 99.7 7.3
MURATA MANUFACTURING 6981 616 103.5 379 788 90.4 109.7 173 1145 424.1 297.9 2154 279.7 2818 4319 624.0 754.3 889.1 1,068.9 177.0 203.0 380.0 4235 579.3 831.2 856
NICHICON 6996 0.7 0.8 23 26 1.7 1.8 23 3.6 6.4 12.7 8.9 52 6.5 9.4 12.4 16.1 18.1 222 - - 8.7 10.0 129 14.1 15
NIPPON CHEMI-CON 6997 02 0.8 1.0 14 1.2 17 19 22 8.8 12.9 9.4 37 34 70 9.1 1.2 13.0 15.2 3.0 5.0 8.0 74 10.2 120 12
KOA 6999 0.5 0.8 1.8 0.5 0.6 0.6 0.7 1.3 57 10.2 3.3 1.2 3.6 3.2 5.2 7.0 8.0 9.3 1.1 1.8 28 3.2 6.3 7.0 0.5

2,271.7  2,640.5

Note: Fiscal year for Hamamatsu ends in Sep, Mabuchi ends in Dec, e=Morgan Stanley Research estimates, Ce=Company estimates, FSE=FactSet consensus
Source:Company data, FactSet, Morgan Stanley Research

Exhibit 3: Current valuation comparisons

F29 _F30e _F26e Fare
IBIDEN 8 490 431 1020 %

MINEBEA MITSUMI 90% 10.1% 105% 10.6% 10.7%
MABUCHI MOTOR 8

108% 112% 118% 12.1% 12.4%
68% 10.1% 109% 11.4% 119%
B5% 94% 11.0% 125% 14.4%
189% 205% 223% 219% 212%
96% 106% 115% 123% 13.1%

ALPS ALPINE
NIHON DEMPA KOGYO
MEIKO ELECTRONICS
HIROSE ELECTRIC

JAE 4% 47% 49% 50% 50%
omK 21% 27% 32% 37% 45%
DAISHINKU 08% 17% 31% 42% 55%
HAMAMATSU PHOTONICS 57% 65% 79% 103% 11.4%
KYOCERA y ? ! 43% 46% 58% 62% 66%
TAIYO YUDEN Underweignt | 16, : 7 : 87% 123% 129% 133% 13.4%
MURATA MANUFACTURING Overweight | 10, ¥ ¥ 122% 167% 185% 196% 208%
NICHICON Equakweight | 4, K 55% 7.4% B1% 9.1% 10.4%
NIPPON CHEMI-CON Underweight | 5. 1569 204.9f 72% 87% 96% 105%
KOA Equal.weight 3

99.5| 106.1 3 3%
(Average (or total) 482771 45,0889 7.9% 9.3% 10.3% 11.1% 11.8%)

Note: Fiscal year for Hamamatsu ends in Sep, Mabuchi ends in Dec, e=Morgan Stanley Research estimates
Source: Company data, FactSet, Morgan Stanley Research
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Exhibit5  Sensitivity of OP to forex for coverage electronic components companies

F26e assulr:nxption (by company) '(:j(PSYe;fs\;s‘eI::,) Assumption:¥150/USD Assumption:¥160/USD
OP (JPY bn) USD/JPY USD/JPY USD/JPY OP (JPY bn) Change (%) OP (JPY bn) Change (%)
IBIDEN 4062 94.7 155.0 150.0 0.8 90.7 -4% 98.7 4%
NITERRA 5334 158.2 155.0 150.0 1.0 153.2 -3% 163.2 3%
MINEBEA MITSUMI 6479 121.5 155.0 155.0 1.5 114.0 -6% 129.0 6%
MABUCHI MOTOR 6592 27.2 155.0 150.0 0.3 25.7 -6% 28.7 6%
TDK 6762 335.8 155.0 150.0 2.0 325.8 -3% 345.8 3%
ALPS ALPINE 6770 491 155.0 150.0 1.2 431 -12% 55.1 12%
NIHON DEMPA KOGYO 6779 4.6 155.0 150.0 0.1 4.2 -9% 5.0 9%
MEIKO ELECTRONICS 6787 38.6 155.0 150.0 0.1 38.1 -1% 39.1 1%
HIROSE ELECTRIC 6806 47.3 155.0 150.0 0.3 45.7 -3% 49.0 3%
JAE 6807 8.9 155.0 153.0 0.3 7.4 -17% 10.4 17%
CMK 6958 3.2 155.0 150.0 0.0 3.2 0% 3.2 0%
DAISHINKU 6962 1.0 155.0 150.0 0.1 0.8 -25% 1.3 25%
HAMAMATSU PHOTONICS 6965 22.5 155.0 151.7 0.3 21.0 7% 24.0 7%
KYOCERA 6971 132.6] 155.0 150.0 1.0 127.6 -4% 137.6 4%
TAIYO YUDEN 6976 45.2 155.0 149.8 0.9 40.7 -10% 49.7 10%
MURATA MANUFACTURING 6981 431.9 155.0 149.1 45 409.4 -5% 454.4 5%
NICHICON 6996 9.4 155.0 145.0 0.1 8.9 -6% 10.0 6%
NIPPON CHEMI-CON 6997 7.0 155.0 153.0 0.3 57 -19% 8.3 19%
KOA 6999 3.2 150.0 157.0 0.1 3.2 0% 4.4 38%

Note: Fiscal year for Hamamatsu ends in Sep, Mabuchi ends in Dec, e=Morgan Stanley Research estimates
Source: Company data, Morgan Stanley Research

Exhibit 4: MLCC market share Exhibit 5: MLCC market share (CY25)
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buy recommendation; we correspond Equal-weight and Not-Rated to hold and Underweight to sell recommendations, respectively.
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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.

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 contained in 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 Researchis provided to our clients through our proprietary research portal on Matrix and 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/Awvww.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.html), 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.
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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.
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 presentedin 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
7-10f 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 a recommendation
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,
Col. Bosques de las Lomas Floor 29, 05120 Mexico City; in Japan by Morgan Stanley MUFG Securities Co., Ltd. and, for Commodities related research reports only, Morgan Stanley Capital Group
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. INHOOO0QTI05); Stock Broker (SEBI Stock Broker Registration No. INZO00244438), Merchant Banker (SEBI Registration No. INMOOOO11203), 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. Tejarshi Hardas, 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
& Co. LLC, which accepts responsibility for its contents. Morgan Stanley & Co. International plc, authorized by the Prudential Regulation Authority and regulated by the Financial Conduct
Authority and the Prudential Regulation Authority, disseminates in the UK research that it has prepared, and research which has been prepared by any of its affiliates, only to persons who (i)
are investment professionals falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended, the “Order”; (ii) are persons who are
high net worth entities falling within Article 29Q2)@@) to (d) of the Order; or (iii) are persons to whom an invitation or inducement to engage in investment activity (within the meaning of section
21of the Financial Services and Markets Act 2000, as amended) may otherwise lawfully be communicated or caused to be communicated. RMB Morgan Stanley Proprietary Limited is amember
of the JSE Limited and A2X (Pty) Ltd. RMB Morgan Stanley Proprietary Limited is a joint venture owned equally by Morgan Stanley International Holdings Inc. and RMB Investment Advisory
(Proprietary) Limited, which is wholly owned by FirstRand Limited. The information in Morgan Stanley Research is being disseminated by Morgan Stanley Saudi Arabia, regulated by the Capital
Market Authority in the Kingdom of Saudi Arabia, and is directed at Sophisticated investors only.
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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)
or by Morgan Stanley & Co. International plc (ADGM Branch), regulated by the Financial Services Regulatory Authority Abu Dhabi (the FSRA), and is directed at Professional Clients only, as
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 general in 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 2016/1011, 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 SEBl 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.

INDUSTRY COVERAGE: Electronic Components

COMPANY (TICKER) RATING (AS OF) PRICE* (06/26/2026)

Shoji Sato
ALPS ALPINE (6770.T) 0 (03/17/2026) ¥1,982
Hamamatsu Photonics (6965.T) E (06/17/2026) ¥2,625
Ibiden (4062.T) U (02/04/2026) ¥24,000
Kyocera (6971.T) E (06/25/2020) ¥3,411
Mabuchi Motor (6592.T) E (11/03/2022) ¥1,609
Minebea Mitsumi (6479.T) E (10/23/2025) ¥4,805
Murata Manufacturing (6981.T) 0 (11/26/2025) ¥10,770
Nidec (6594.T) NR (09/05/2025) ¥2,543
Niterra (5334.T) 0 (01/17/2024) ¥10,845
Taiyo Yuden (6976.T) U (06/17/2026) ¥16,780
TDK (6762.T) 0 (08/02/2022) ¥3,575

Sota Harashima
CMK (6958.T) E (02/28/2025) ¥657
Daishinku (6962.T) U (06/17/2026) ¥923
Hirose Electric (6806.T) 0 (07/10/2024) ¥29,660
IRISO Electronics (6908.T) E (08/02/2022) ¥2,957
Japan Aviation Electronics Industry (6807.T) E (01/17/2024) ¥2,276
KOA (6999.T) E (06/17/2026) ¥2,929
Meiko Electronics (6787.T) E (04/03/2026) ¥30,250
Nichicon (6996.T) E (11/10/2021) ¥4,300
Nihon Dempa Kogyo (6779.T) E (03/07/2024) ¥3,890
Nippon Chemi-Con (6997.T) U (09/20/2024) ¥5,590

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

© 2026 Morgan Stanley MUFG
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