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Americas Technology: Hardware: Data center & campus networking

preview

We update our industry networking model to reflect the latest C1Q26 data from
650 Group. 650 Group upgraded its outlook for the Al Ethernet data center
switching market, where spending should reach ~$89 bn in 2030, growing at a 61%
2025-30 CAGR with stronger demand across all customer verticals (hyperscalers, tier
2 cloud, and enterprise). We view the outlook for increased networking spend as a
result of the growing complexity of Al data center builds which should require
greater networking attach to support high-performance, low-latency data traffic
flows. Within the campus market: (1) WLAN (indoor + cloud)’s 2026-2030 outlook
was raised by ~10% on average (now expecting ~$13.4 bn in 2030, growing ata ~7%
5-yr CAGR v. ~$10.6 bn prior), primarily driven by higher WiFi 7 estimates (+13% on
average across 2026-2030); (2) Enterprise switching estimates grew by ~3% on
average to reach ~$28 bn by 2030 (v. $27 bn prior). We view upgraded campus
spending outlooks as a result of (a) continued need for network modernization to
support greater network data traffic flows, as well as (b) partial impact of memory
price increases (for campus switches). We highlight market share shifts by
equipment market below.

Set up into C20Q26 earnings: Across our networking coverage, we believe ANET & CLS
are well set up into earnings. Quarter-to-date, CLS (+26% in C2Q26) and ANET
(+36% in C2Q26) underperformed the rest of our networking coverage (CSCO +51%,
HPE +88%, FFIV +41%). We believe the relative underperformance of these two
companies may be in part due to supply chain constraints on switching silicon that
limits near-term revenue upside to guidance. However, we believe demand for Al
Ethernet data center networking switches, for which spending by hyperscalers (their
largest customers) should grow by ~10X by 2030 (Exhibit 1), should be
non-perishable and further benefit 2028/29 growth. For HPE, we remain
constructive on the positive synergies in HPE's campus portfolio with stable market
share in WLAN and campus switching in the 3 quarters post acquisition of Juniper,
and continue to see upside to F2027 networking outlook (+8-12% revenue growth)
on strong industry trends in data center switching & DCI.
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Data center networking forecast updates

Exhibit 1: Global data center switching spend is expected Exhibit 2: 650 Group's Al data center switching 2026-2030
to grow robustly, quadrupling by 2030 (relative to 2025) outlook was raised by 9% on average annually
Global data center switching spend by vertical and Al/traditional Industry Al data center switching estimate revisions, ($, mn)
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Exhibit 3: The outlook for the rest of the data center Exhibit 4: Celestica and Nvidia lead the back-end Al
switching market (excluding Al Ethernet) was revised Ethernet networking market, with Arista closely following
upwards by 9% on average as well for 2026-2030 Backend Al Ethernet networking revenue market share (%)

Non-Al Ethernet DC switching estimate revisions ($, mn)
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Exhibit 5: Celestica and Arista lead the front-end
networking market with 30%+ share, though Cisco has
gained 12pp of share over the past 3 quarters

Front-end Al Ethernet networking revenue market share (% of
total)
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Exhibit 7: Celestica continues to lead the 800G switching
market, though Arista and Nvidia have gained share over

the past year
Share of 800G switching revenue (%)
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Exhibit 9: Arista strongly leads the overall DCI switching

market
DCl switching market revenue share by vendor (%)
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Exhibit 6: 800G should comprise ~80% of total Al DC
Ethernet Switching revenue in 2026, before 1.6T begins to

meaningfully ramp in 2027
Share of Al Ethernet data center switching revenue (%) by port
speed
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Exhibit 8: DCl spending growth, nearly a 100% 5-yr CAGR
through 2030, should be roughly evenly distributed across
switching and routing

DCl revenue by switching vs routing
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Exhibit 10: Cisco & HPE closely lead the DCI routing market
with 39% and 36% of market revenue respectively
DCl revenue market share (%)
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Exhibit 11: The overall scale-up switching market should Exhibit 12: 2026-2030 forecasts for cloud data center
grow from ~$7 bn in 2025 to ~$100 bn in 2030, with equipment capital expenditures were raised by ~28% on
Ethernet growing to make up ~20% of industry revenues average relative to forecasts from 4Q25

Scale up switching market revenue ($, mn) Cloud DC equipment capital expenditures {$, mn)
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Exhibit 13: Cloud data center equipment capital
expenditures are expected to grow at a 33% 2025-2030
CAGR to ~$3.2 trillion in 2030, in-line with total cloud
provider capex growing at a 34% 5-year CAGR over the same
period

Cloud capital expenditures over time ($, bn)
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Campus networking forecast updates

Exhibit 14: The enterprise switching market should grow Exhibit 15: Cisco continues to dominate the enterprise
7% year-over-year in 2026, in-line its 7% 5-yr 2025-30 switching market
CAGR Enterprise switching market share by vendor (%)
Enterprise switching revenue ($, mn) & year-over-year change
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Exhibit 16: The enterprise WLAN (indoor & cloud) market Exhibit 17: Cisco leads the Enterprise WLAN (indoor &

should grow 11% year-over-year in 2026, though should cloud) market at 36%, followed by HPE Aruba at 20%,
decelerate to MSD% annual growth thereafter Huawei (13%), and Ubiquiti (8%)
WLAN market revenue ($, mn) & year-over-year change (%) WLAN {indoor + cloud) market share by vendor (%)
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Exhibit 18: Wi-Fi 7 grew its share of the total Enterprise
WLAN market (including cloud) to 39% of total market
revenue in 1Q26 and should grow its share towards
~60-70% by 4Q26-1Q27

Enterprise WLAN revenue by infrastructure type ($, mn)
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Historical stock performance around earnings

Exhibit 20: Across our networking coverage, all companies
outperformed SPX
C2Q26 stock performance
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Exhibit 19: Within the WiFi 7 market, Cisco was the biggest
sequential share gainerin 1Q26 (+6 pp to 31% share),
followed by HPE which gained ~2 pp share (18%)

Wi-Fi 7 revenue by vendor ($, mn)
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Exhibit 21: With CLS most deviated from its 1Y average P/E

(NTM) multiple
P/E (NTM) multiples across networking companies

P ENTR
>
.ri
¥

Source: FactSet



Goldman Sachs

Americas Technology: Hardware

Exhibit 22: Across our networking coverage, ANET has the strongest historical average performance in the two weeks
leading up to earnings (but flat performance day of) while HPE has the strongest performance on the day following

earnings (but worst average performance leading up to the print)
Historical stock performance around earnings

Performance
CSCO 2 wks prior|Earnings |2 wks after
F3Q26 (14.9%)|  134% | (12.1%)
F2Q26 8.1% | (12.3%) (7.7%)
F1Q26 (2.8%) 46% (3.6%)
F4Q25 2.9% (1.6%) (3.0%)
Average (1.7%) 1.0% {6.@
ANET 2 wks prior Earnings 2 wks after
Cc1Q26 20.2% | (13.6%) 1.6%
C4Q25 3.7% 4.8% 9.6%
C3Q25 24.4% (8.6%) (5.0%)
C2Q25 (11.0%)] 17.5% (7.1%)
Average 0.0% (0.2%)
CLS 2 wks prior|Earnings |2 wks after]
[C1Q26 108% | (14.4%)|  (13.4%)
C4Q25 16.8% | (13.1%) (10.2%)
C3Q25 (12.4%) 8.2% (13.5%)
C2Q25 (15.3%)] 16.5% (6.4%)
Average (0.0%)| _ (0.7%)] X
ElFI-E__ 2 wks prior{Earnings |2 wks after
F2Q26 (4.1%)] 19.5% (29.8%)
F1Q26 (2.3%) (3.3%) (8.3%)
F4Q25 (4.3%) 1.9% (12.6%)
F3Q25 (7.7%) 1.5% (7.8%)
Average (4.6%) 4.
FFIV 2 wks prior Earnings 2 wks after
C1Q26 (0.3%) 3.4% (4.0%)
c4Q25 (1.5%) 0.3% (5.5%)
C3Q25 (6.1%) 2.0% (7.2%)
C2Q25 (4.6%) 1.7% 2.2%
Average (3.1%) 1.8% (3.6%)|

2 weeks prior & after refers to 10 workdays before and after the earnings print

Source: FactSet

Rating, price target, valuation, and key risks

1 luly 2026

Arista Networks Inc (ANET, Buy)

We are Buy-rated on ANET with a 12-month target price of $196 (unchanged) based on
36X (unchanged) our NTM+1Y EPS.

Key downside risks include slower cloud capex spending; customer concentration, with
META and MSFT representing 16% and 26% of total revenue in 2025 respectively;
competition, including from Cisco, major Chinese providers Huawei & H3C and whitebox
switching solutions; margin degradation from investment in enterprise sales force,
elevated costs associated with supply chain headwinds; broader pricing pressure from
commoditization of networking hardware; inability to execute on enterprise/campus

strategy & development of new SD-WAN platform.
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Cisco Systems, Inc (CSCO, Neutral)

We are Neutral-rated on CSCO with a 12-month target price of $125 (unchanged)
based on 25x (unchanged) our NTM+1Y (Q5-Q8) EPS.

Key upside risks include secular tailwinds including hybrid work, multi-cloud network
architecture adoption, broader roll-out of WiFi 6/6E and 5G, increasing edge compute
use cases; New disaggregated consumption models to target previously underserved
cloud providers, near-term revenue visibility from elevated backlog; downside risks
include competition, including from major Chinese providers Huawei & H3C and White
Box solutions; margin degradation from mix shift into more cloud customers, elevated
costs associated with supply chain headwinds; broader pricing pressure from
commoditization of networking hardware; dilutive acquisitions.

Hewlett Packard Enterprise Co. (HPE, Buy)

We are Buy rated on HPE with a 12-month target price of $79 (unchanged) based on
18x (unchanged) our NTM+1Y EPS.

Key risks: (-) Lower-than-expected corporate IT spending and data center capex could
result in worse-than-expected hardware sales; (-) Competition from white box
manufacturers could result in cannibalization in HPE’s server market share; (-) Market
share loss from customer churn during Juniper integration; (-) Component costs could be
higher than expected, resulting in worse gross margins; (-) Corporate actions from
strategic investors; (-) Failure to deliver market share gains in storage driven by a strategy
shift towards selling more owned-IP storage products that carry higher gross margins; (-)
Worse-than-expected demand for enterprise and sovereign Al data center
infrastructure.

Celestica Inc (CLS, Buy)

We are Buy rated on CLS with a 12-month target price of $475 (unchanged), reflecting
28X (unchanged) our NTM+1Y EPS.

Key downside risks include: (-) continued competition from branded data center
equipment OEMs and ODMs, which could pressure market share; (-) Al server market
competitive intensity, which can pressure Al server margins, (-) high customer
concentration could cause revenue volatility; (-) potential declines in data center
investment demand; (-) reductions in CLS’s ability to win higher margin design-deals,
which could limit CLS’ ability to grow EBIAT margins over time; and (-) volatility in
end-market demand within CLS' ATS segment.



