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Disco (6146)

Discloses preliminary April-June quarter data for parent
sales: Broadly as expected, strength in consumables
continues

Disco disclosed preliminary 1Q FY2026 figures for parent company sales and
shipment value on July 6. Sales (inspection basis) rose 26% YoY but fell 9% QoQ
t0¥95.0 billion. Shipment value correlates closely with the market and was broadly
as expected at growth of 25% YoY and 19% QoQ to ¥116.5 billion (we estimated
about ¥113 billion, and the market’s most recent consensus view was about ¥115—
125 billion). Shipment value slightly beat guidance for about ¥110 billion, and
management commented that consumables did slightly better than expected while
equipment shipments were broadly as expected. Al-related demand was robust in
1Q such as seen in shipments to multiple makers of high bandwidth memory
(HBM), while shipments to outsourced semiconductor assembly and test (OSAT)
companies were also strong. We believe this reflects progress in outsourcing of
some packaging processes and strong investment appetites, especially at OSAT
companies in China. Demand for consumables was also solid, suggesting high
capacity utilization rates at customers. Customers’ production facilities remain
very busy, and Disco will continue to allocate 100 employees to production support
at customers through July—September. Management plans to assess the likely
conditions after that and comment at the results briefing. Disco plans to announce
1Q results on July 23, and we think attention will focus on detailed data by
application and region, and on guidance for July—September quarter shipment
value.
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Investment Thesis, Valuation and Risks

Disco (6146) (Neutral; Price Target: ¥83,000)

Investment Thesis

Demand for generative Al applications, which is expected to grow in the medium to long
term, is increasing. Disco has a high market share in grinders and dicers for generative Al
applications, and we expect its earnings to continue to grow at a high rate in the future. We
are keeping an eye on its capacity expansion plans, which could be a bottleneck, and sales
trends for highly profitable consumables.

Valuation

Our December 2026 price target of ¥83,000 is based on our FY2027 EPS estimate and a P/E
of around 41x, which is one standard deviation above the 10-year historical average of
around 28x. We add a premium in view of the improved growth outlook for the back-end
process equipment market.

Risks to Rating and Price Target

Upside Scenario to Target Price/Rating

e Further expansion of generative Al-related demand

e Faster growth in the SPE market for power semiconductors

o Earlier-than-expected resumption of investment at OSATs and other customers

e Recovery in demand for smartphones and other final products
Downside Scenario to Target Price/Rating

e Deceleration in generative-Al-related demand

e Margin dilution from mix shift toward mass-production demand

e Entry into a downcycle in semiconductor markets

e Decline in strategic investments at customers due to steep economic recession
e Delayed recovery in demand for final products

e Loss of market share
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Source: Bloomberg Finance L.P. and J.P. Morgan; price data adjusted for stock splits and dividends.
Initiated coverage Sep 24, 2002, All share prices are as of market close on the previous business day.

The chart(s) show J.P. Morgan's continuing coverage of the stocks; the current analysts may or may not have covered it over the entire period.
J.P. Morgan ratings or designations: OW = Overweight, N= Neutral, UW = Underweight, NR = Not Rated
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Research Analyst’s, or the Research Analyst’s team’s, coverage universe); and Underweight (over the duration of the price target indicated in
this report, we expect this stock will underperform the average total return of the stocks in the Research Analyst’s, or the Research Analyst’s
team’s, coverage universe. NR is Not Rated. In this case, J.P. Morgan has removed the rating and, if applicable, the price target, for this stock
because of either a lack of a sufficient fundamental basis or for legal, regulatory or policy reasons. The previous rating and, if applicable, the
price target, no longer should be relied upon. An NR designation is not a recommendation or a rating. Some stocks under coverage have a rating
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Research Analyst’s, or the Research Analyst’s team’s, coverage universe of the relevant duration of the region. In our Asia (ex-Australia and ex-
India) and U.K. small- and mid-cap Equity Research, each stock’s expected total return is compared to the expected total return of a benchmark
country market index, not to those Research Analysts’ coverage universe. If it does not appear in the Important Disclosures section of this report,
the certifying Research Analyst’s coverage universe can be found on J.P. Morgan’s Research website, https://www.jpmorganmarkets.com.
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For purposes of FINRA ratings distribution rules only, our Overweight rating falls into a buy rating category; our Neutral rating falls
into a hold rating category; and our Underweight rating falls into a sell rating category. Please note that stocks with an NR designation
are not included in the table above. This information is current as of the end of the most recent calendar quarter.

Equity Valuation and Risks: For valuation methodology and risks associated with covered companies or price targets for covered companies,
please see the most recent company-specific research report at _http://www.jpmorganmarkets.com, contact the primary analyst or your J.P.
Morgan representative, or email research.disclosure.inquiries@jpmorgan.com. For material information about the proprietary models used,
please see the Summary of Financials in company-specific research reports and the Company Tearsheets, which are available to download on
the company pages of our client website, _http://www.jpmorganmarkets.com. This report also sets out within it the material underlying
assumptions used.

History of Investment Recommendations:
A history of J.P. Morgan investment recommendations disseminated during the preceding 12 months can be accessed on the Research &
Commentary page of _http://www.jpmorganmarkets.com where you can also search by analyst name, sector or financial instrument.

Analysts' Compensation:The research analysts responsible for the preparation of this report receive compensation based upon various factors,
including the quality and accuracy of research, client feedback, competitive factors, and overall firm revenues.

Registration of non-US Analysts: Unless otherwise noted, the non-US analysts listed on the front of this report are employees of non-US
affiliates of J.P. Morgan Securities LLC, may not be registered as research analysts under FINRA rules, may not be associated persons of J.P.
Morgan Securities LLC, and may not be subject to FINRA Rule 2241 or 2242 restrictions on communications with covered companies, public
appearances, and trading securities held by a research analyst account.

Other Disclosures

J.P. Morgan is a marketing name for investment banking businesses of JPMorgan Chase & Co. and its subsidiaries and aff

UK MIFID FICC research unbundling exemption: UK clients should refer to UK MIFID Research Unbundling exemy
Morgan’s implementation of the FICC research exemption and guidance on relevant FICC research categorisation.

WEGEH IV

All research material made available to clients are simultaneously available on our client website, J.P. Morgan Markets, ui
permitted by relevant laws. Not all research content is redistributed, e-mailed or made available to third-party aggregators
material available on a particular stock, please contact your sales representative.

Any long form nomenclature for references to China; Hong Kong; Taiwan; and Macau within this research material are M
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Australian Securities and Investments Commission and is a Market Participant of ASX Limited, a Clearing
Clear Pty Limited and a Clearing Participant of ASX Clear (Futures) Pty Limited. This material is issued ar
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Licence No. BY.4/94; SEBI - IN/CUS/014/ CDSL : IN-DP-CDSL-444-2008/ IN-DP-NSDL-285-2008/ INBI00000984/ INE231311239) as a
Scheduled Commercial Bank in India, which is its primary license allowing it to carry on Banking business in India and other activities, which a
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