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Thoughts on stocks
WFE continues to rewrite the bull case, increasingly raising 
questions around the cycle’s peak year. While we aren’t ready
make the “peak rate of change” call, AEIS and MKS are already
trading as though 2027 marks the peak.

As we highlighted in our WFE update (3Q'26 WFE update: 2026/27 Base Case is 
Bull Case), we model growth meaningfully decelerating in 2028 following 
unprecedented demand pull-ins into 2026/27. Historical cycles would suggest 
applying trough multiples to peak 2027 EPS if we believe 2027 represents the p
However, we are not yet ready to conclude that growth into 2027 is as good as i
gets this cycle. We have consistently underestimated the strength of demand in 
upcycle, with our latest WFE update marking our 5th upward revision YTD. That
said, certain names in our coverage are already trading as though 2027 is the pea
We see three distinct valuation dynamics across our coverage: 1) 2027 is the pea
(AEIS, MKS, ONTO): These companies are trading below their through-cycle 
averages and toward the lower end of their historical ranges. We believe the ma
is effectively treating these names as though the cycle peaks in 2027. 2) Need 20
(LAM, AMAT, KLA): These companies are trading toward the high end of, or abo
their 8-year trading ranges. We believe the market is giving these names some cr
for greater cycle longevity and/or GM% expansion, implying that continued grow
into 2028 is partially embedded in valuations. 3) Somewhere in between (TER, 
NVMI, CAMT): These companies are trading broadly in line with their through-cy
averages, suggesting they are receiving some credit for cycle longevity and/or GM
expansion, but less than the “Need 2028” group. For ONTO and TER, we also bel
valuation reflects an ongoing debate around structural growth in their respectiv
end markets - advanced packaging and test - as well as the potential for share sh

US SPE Preference. Within our OWs, we have a strong preference for AEIS and M
over LAM and KLA. We believe some multiple expansion relative to historical lev
is justified for the OEMs (LAM, AMAT, KLA), particularly given GM% expansion, b
see valuations already reflecting some of this upside. In contrast, AEIS and MKS 
trading as though the cycle peaks in CY27. In a scenario where WFE meaningfully
overshoots to the upside in CY27 (~$230bn+), we see AEIS earning closer to $20
and MKS closer to $21, implying both stocks trade at approx. 13x earnings.

Key Takeaways
AEIS & MKS valued as though the cycle peaks in 2027 (approx. 13x on CY27 ~
$230bn+).

LAM, AMAT, KLA given some credit for greater cycle longevity and/or GM% 
expansion.
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companies covered in Morgan Stanley Research. A
investors should be aware that the firm may have 
interest that could affect the objectivity of Morgan
Research. Investors should consider Morgan Stan
Research as only a single factor in making their in
decision.
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For analyst certification and other important disclosures, 
refer to the Disclosure Section, located at the end of this 
report.
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Less words, more charts
Exhibit 1: US SPE - CY27 PE vs GM%
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Source: FactSet, Company Data, Morgan Stanley Research
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Exhibit 3: We think MKS, AEIS, and ONTO aren’t getting credit 
for their earnings strength
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Exhibit 5:
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S.A. de C.V., and/or Morgan Stanley Canada Limited. As used in this disclosure section, "Morgan Stanley" includes Morgan Stanley & Co. LLC, Morgan Stanley C.T.V.M. S.A., Morgan Stanley Mexico, 
Casa de Bolsa, S.A. de C.V., Morgan Stanley Canada Limited and their affiliates as necessary.
For important disclosures, stock price charts and equity rating histories regarding companies that are the subject of this report, please see the Morgan Stanley Research Disclosure Website 
at www.morganstanley.com/eqr/disclosures/webapp/generalresearch, or contact your investment representative or Morgan Stanley Research at 1585 Broadway, (Attention: Research 
Management), New York, NY, 10036 USA.
For valuation methodology and risks associated with any recommendation, rating or price target referenced in this research report, please contact the Client Support Team as follows: US/Canada 
+1 800 303-2495; Hong Kong +852 2848-5999; Latin America +1 718 754-5444 (U.S.); London +44 (0)20-7425-8169; Singapore +65 6834-6860; Sydney +61 (0)2-9770-1505; Tokyo +81 
(0)3-6836-9000.  Alternatively you may contact your investment representative or Morgan Stanley Research at 1585 Broadway, (Attention: Research Management), New York, NY 10036 USA.

Analyst Certification
The following analysts hereby certify that their views about the companies and their securities discussed in this report are accurately expressed and that they have not received and will not 
receive direct or indirect compensation in exchange for expressing specific recommendations or views in this report: Shane Brett; Nicole Kozhukhov; Joseph Moore; Ella Tulchinsky; Mason Wayne.
.

Global Research Conflict Management Policy
Morgan Stanley Research has been published in accordance with our conflict management policy, which is available at www.morganstanley.com/institutional/research/conflictpolicies. A 
Portuguese version of the policy can be found at www.morganstanley.com.br

Important Regulatory Disclosures on Subject Companies
As of July 31, 2026, Morgan Stanley beneficially owned 1% or more of a class of common equity securities of the following companies covered in Morgan Stanley Research: Advanced Energy 
Industries Inc., Applied Materials Inc., KLA Corp, Lam Research Corp, MKS Inc., ONTO Innovation Inc, Teradyne Inc.
Within the last 12 months, Morgan Stanley managed or co-managed a public offering (or 144A offering) of securities of Advanced Energy Industries Inc., Camtek, MKS Inc., Nova Ltd, ONTO 
Innovation Inc.
Within the last 12 months, Morgan Stanley has received compensation for investment banking services from Advanced Energy Industries Inc., Applied Materials Inc., Camtek, MKS Inc., Nova 
Ltd.
In the next 3 months, Morgan Stanley expects to receive or intends to seek compensation for investment banking services from Advanced Energy Industries Inc., Applied Materials Inc., Camtek, 
KLA Corp, Lam Research Corp, MKS Inc., Nova Ltd, Teradyne Inc.
Within the last 12 months, Morgan Stanley has received compensation for products and services other than investment banking services from Applied Materials Inc., MKS Inc..
Within the last 12 months, Morgan Stanley has provided or is providing investment banking services to, or has an investment banking client relationship with, the following company: Advanced 
Energy Industries Inc., Applied Materials Inc., Camtek, KLA Corp, Lam Research Corp, MKS Inc., Nova Ltd, ONTO Innovation Inc, Teradyne Inc.
Within the last 12 months, Morgan Stanley has either provided or is providing non-investment banking, securities-related services to and/or in the past has entered into an agreement to provide 
services or has a client relationship with the following company: Advanced Energy Industries Inc., Applied Materials Inc., MKS Inc..
The equity research analysts or strategists principally responsible for the preparation of Morgan Stanley Research have received compensation based upon various factors, including quality 
of research, investor client feedback, stock picking, competitive factors, firm revenues and overall investment banking revenues. Equity Research analysts' or strategists' compensation is not 
linked to investment banking or capital markets transactions performed by Morgan Stanley or the profitability or revenues of particular trading desks.
Morgan Stanley and its affiliates do business that relates to companies/instruments covered in Morgan Stanley Research, including market making, providing liquidity, fund management, 
commercial banking, extension of credit, investment services and investment banking. Morgan Stanley sells to and buys from customers the securities/instruments of companies covered in 
Morgan Stanley Research on a principal basis. Morgan Stanley may have a position in the debt of the Company or instruments discussed in this report. Morgan Stanley trades or may trade 
as principal in the debt securities (or in related derivatives) that are the subject of the debt research report.
Certain disclosures listed above are also for compliance with applicable regulations in non-US jurisdictions.

STOCK RATINGS
Morgan Stanley uses a relative rating system using terms such as Overweight, Equal-weight, Not-Rated or Underweight (see definitions below). Morgan Stanley does not assign ratings of Buy, 
Hold or Sell to the stocks we cover. Overweight, Equal-weight, Not-Rated and Underweight are not the equivalent of buy, hold and sell.  Investors should carefully read the definitions of all 
ratings used in Morgan Stanley Research. In addition, since Morgan Stanley Research contains more complete information concerning the analyst's views, investors should carefully read Morgan 
Stanley Research, in its entirety, and not infer the contents from the rating alone.  In any case, ratings (or research) should not be used or relied upon as investment advice.  An investor's decision 
to buy or sell a stock should depend on individual circumstances (such as the investor's existing holdings) and other considerations.

Global Stock Ratings Distribution

 

(as of July 31, 2026)
The Stock Ratings described below apply to Morgan Stanley's Fundamental Equity Research and do not apply to Debt Research produced by the Firm.
For disclosure purposes only (in accordance with FINRA requirements), we include the category headings of Buy, Hold, and Sell alongside our ratings of Overweight, Equal-weight, Not-Rated 
and Underweight. Morgan Stanley does not assign ratings of Buy, Hold or Sell to the stocks we cover. Overweight, Equal-weight, Not-Rated and Underweight are not the equivalent of buy, 
hold, and sell but represent recommended relative weightings (see definitions below). To satisfy regulatory requirements, we correspond Overweight, our most positive stock rating, with a 
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 

Investment Banking Clients (IBC)
Clients (MISC)

Count % of               Total Count
% of Rating               

% of               Total IBC
Category

Count
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43%

0%

15%

47%

42%

0%

10%

Stock Rating 
Category

Overweight/Buy

Equal-weight/Hold

Not-Rated/Hold

Underweight/Sell

% of Total Other 
MISC

43%

44%

0%

29%

25%

33%

17% 12%

Total

1529

1582

3

560

3,674

442

396

1

97

936

750

773

1

217

1741

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 (O). 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 (I): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be in line with the relevant broad market benchmark, as indicated below.
Cautious (C): 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.
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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 
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research report on behalf of Morgan Stanley. This could create a conflict of interest.
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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 
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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.
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your sales representative or go to Matrix at http://www.morganstanley.com/matrix.
Morgan Stanley Research is 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://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.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 
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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 
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INDUSTRY COVERAGE: Semiconductor Capital Equipment

Company (Ticker) Rating (As Of) Price* (08/21/2026)             

Shane Brett

Advanced Energy Industries Inc. (AEIS.O)                 

Applied Materials Inc. (AMAT.O)                 

Camtek (CAMT.O)                 

O                     (07/22/2026)                   

E                     (05/18/2026)                   

E                     (12/01/2025)                   

$285.83

$492.32

$146.81

KLA Corp (KLAC.O)                 

Lam Research Corp (LRCX.O)                 

MKS Inc. (MKSI.O)                 

Nova Ltd (NVMI.O)                 

ONTO Innovation Inc (ONTO.N)                 

Teradyne Inc (TER.O)                 

O                     (01/15/2026)                   

O                     (05/18/2026)                   

O                     (08/04/2024)                   

E                     (12/01/2025)                   

O                     (06/14/2026)                   

E                     (07/30/2025)                   

$183.99

$314.00

$279.11

$376.99

$293.33

$375.74

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