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Discrepancies between fundamentals and share prices

Maintain TP of KRW670.000/KRW4.700,000 for Samsung/Hynix;strong
demand from virtuous Al investment cycle and limited supply ramp-up

Memory makers continue to assert that the severe supply shortage willpersist,and that
the newly introduced LTAs will transform the memory industry's business model into a
more visible and stable one.Meanwhile,customers requiring memory are,alongside the
burden of rising memory prices,accepting most of the unfavorable terms in LTAs amid the
memory supply shortage At the same time,insufficient memory allocation is forcing them
to reduce per-device memory capacity(despite the resulting performance degradation)or
to curtail set production.Memory makers are employing a variety of means to increase
supply,but it is generally believed that—despite Chinese players'aggressive moves to
expand supply—room to increase output remains limited through 2028.

Despite this,while memory makers'share prices have rebounded after falling~50%from
their peak they still stand at a level down 37%from the peak,with an average 2027F P/E
of~3x(based on our estimates).Compared with the time we published our report titled
"Unprecedented super-cycle”last September,memory demand actually appears stronger,
and the supply shortage is deepening due to supply constraints.While accurate
information on LTA terms is not yet well known,introduction of the new business model in
the form of LTAs makes the memory market more stable,in our view.In this note,we
seek to re-examine our view on memory fundamentals and the share price—and what the
gap is between the expected fundamentals and the share price.

Part 1:Our view on memory market's fundamentals

De-spec and memory demand

Memory companies we met with (Samsung Electronics [SEC;005930 KS, Buy], SK Hynix
[000660 KS,Buy],Sandisk [SNDK US,Not rated],and Micron [MU US,Not rated])view
de-spec as an inevitable consequence of supply shortages—a view that we share.We
expect data center(DC)memory demand that started to surge in 3Q25 to remain elevated
through 2027F with demand fulfillment rates likely to reach only 70%-80%for DC
customers and~50%for non-DC customers.Under these conditions,customers will have
little choice but to reduce memory content per device or to cut set shipments resulting in
losing market share,in our view.Trend in September 2026 appears similar to,or even
more intense than,September 2025,when the current upcycle began.

Had Nvidia(NVDA US, Not rated)and Google(GOOGL US,Not rated)not abandoned
16hi/12hi HBM,HBM demand would increase by more than 80%y-y in 2027F ,.and had
they insisted on it,commodity DRAM output would have declined y-y,driving commodity
prices to rise even further Widespread adoption of high-layer HBMs,from the outset,was
no more than an unfeasible expectation by Nvidia,we think.
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In the case of SOCAMM,2026F supply stands at~30bn Gb(3.1bn GB),and had the
capacity for the Vera CPU and Vera Rubin been maintained at the originally planned
1.56TB,Nvidia would have had to halve Vera output.Unlike consumer demand—for which
set demand decrease can be considered as partial disappearance of memory demand—
in the case of CSPs,memory capacity constrains their data center capacity,so it seems
logical to us that demand unfulfilled this year will be deferred to future.

Fig.2:Memory de-spec:buyer's position vs.vendor's position
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Fig.3:Memory de-spec:noise in the market and reality
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LTAs are changing rules of game,but not everything about LTA is known yet
Memory companies have indicated that LTAs are enhancing the stability and visibility of
their business models over the mid-to-long term,with guaranteed minimum profitability
levels exceeding market expectations (Sandisk:OPM above 75%over three years;
Micron:minimum profitability guidance wellabove the prior historical peak GPM of 60%).
They have also noted that LTAs make customer decommitment structurally more difficult,
offering a materially more stable outlook than the pre-LTA era.Building on this potentially
more stable business model,memory companies signaled intentions to pursue large-
scale shareholder returns.Accordingly,investors should apply valuation frameworks
suitable to this new business model. That said,since LTA negotiations have not yet been
fully finalized across the industry,investors currently lack full visibility into exact contract
terms,and appear uncomfortable with the resulting uncertainty around both upside and
downside —notwithstanding the guidance memory makers have already provided on
minimum profitability for next 3-5 years and prepayment terms.Sell-side analysts likewise
face limited information and analytical difficulty implying that market consensus is likely to
be less reliable than in the past for the time being,we think.Based on the fragmented
information available we have made a set of assumptions regarding the future market
outlook,which underpin our revised earnings estimates.

3 September 2026
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First .we expect LTAs to account for roughly 50%-70%of total DRAM (including HBM),
NAND.and SSD sales volumes—a share that has gradually risen amid expanding
customer demand and a growing pool of counterparties seeking LTAs.These agreements
appear to be made for 10-20 customers,primarily CSPs and major US tech companies.
Volumes outside LTA scope will continue to trade in the open market,much as under the
current contract-market structure,and open-market pricing will serve as the benchmark
for LTA pricing,in our assessment.As open-market supply continues to tighten we
expect open-market prices to run higher and for longer than the market curently expects.
The ceiling on LTA pricing appears to be set at or up to~20%above current price levels.
Second, LTA terms typically run around five years with pricing firmer during the first
three years and greater flexibility built in for the remaining two years.Price terms appear
to take various forms including price floors and ceilings,caps and floors on price increase
rate,and fixed pricing during the contract period.Within our forecast horizon through
2028F ,we expect price visibility for memory makers to remain high,and companies'flow-
through margin guidance to be built on this basis.

Third prepayments are structured at roughly 20%-30%of expected revenue over the 3-5
year contract term,with customers who decommit forfeiting a penalty equivalent to
roughly one year's worth of purchase value.If prices are expected to fall meaningfully
below the LTA price floor for an extended period.customers retain the option to decommit
but must forgo their prepaymentFor memory makers. this structure allows prepayments
to be recognized as revenue even in the event of decommitment,while also serving as an
early signal that enables supply adjustments 1-2 years in advance —meaningfully
strengthening their ability to respond to short-term market deterioration.

Fig.4:Known terms for memory LTAs
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Fig.5:DDR5 spot vs.contract price trend
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Continuity of data center capex

For the past several years,market's consensus on CSPs'capex has been overly
conservative compared to Asian hardware companies'consensus,in our view-it now
turned out that forecasts for Asian hardware suppliers were largely correct.For 2027F,
while the Street's consensus is that CSPs'capex will grow by 30-40%y-y hardware new
orders to Nvidia and memory vendors are exhibiting at least 60%y-y growth(Nvidia
guided at least 70%y-y growth in 2027E,and this is capped with component supply
bottleneck;we expect TPU demand to even outgrow Nvidia's demand in 2027F as well).
We think that the market's consensus on CSPs'OCF is way too conservative-while the
estimates are being revised up,outlook for declining OCF yield does not reflect
substantial improvement of CSPs'cloud service sales price vs.2-3 years ago,in our view.
1f OPM of big techs does not decline their EBITDA/OCF margins should grow faster than
OP growth,but we think the Street consensus does not reflect this point.As it gets proved
through big techs'earnings releases in the future.it should become an important catalyst
that can triggerimprovement of sentiment on Al supply chain investments,in our view.

Fig.6:US big techs'FY27E OCF and capex-Consensus trend
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Fig.7:Big tech capex outlook (consensus)
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Drastic change in wafer capacity needed to fulfill memory demand

Memory makers are currently doing their utmost to ramp up supply substantially but their
capacity to expand output remains limited through 2028.Chinese memory makers,too,
have announced aggressive capacity expansion plans.though it is somewhat doubtful
whether they can continue raising capacity through equipment localization under US

restrictions.

With the memory demand growth rate having risen from the 15-20%range of the past
several years to above 30-40% lifting memory supply by 15pp would require raising the
wafer capacity growth rate—recently around 5%—to more than 20%.This implies that
current DRAM and NAND capacity would need to double within four years and triple
within six years.In other words,if current DRAM capacity stands at 2. 1mn wafers/month,
NAND at 1.5mn wafers/month.for a total of 3.6mn wafers/month this would need to
reach 7.2mn wafers/month within four years and 11mn wafers/month in six years—an
increase of nearly 6.4mn wafers/month over six years.That equates to increase by 1mn
wafers/month every year,or the equivalent of three Pyeongtaek-scale fabs every year.
Against this backdrop,each Chinese maker adding 100k wafers/month of capacity per
year does not appear to be a significant enough variable to sway market supply-demand.
In particular,in 2027-2028F ,expansion by only around 500k wafers/month per year—far
short of the scale of capacity additions required—falls significantly short of resolving the
supply shortage.Post-2029F ,achieving the required figure(1mn wafer/month capacity)
would necessitate Samsung and Hynix each bringing on a 350k-wafer fab every year,
with the remaining players adding 350k wafers/month as well.

Because excessively high memory prices or severe supply shortages are negative for the
Al ecosystem,it would be preferable—up to a point—for volume to increase while price
makes a soft-landing.However there appears to be little likelihood of this materializing
before 2029F . This is precisely why customers are keen on LTAs,in our view.

Fig.8:Total DRAM(commodity+HBM)-Demand and supply outlook
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Fig.9:Commodity DRAM-Demand and supply outlook
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Fig.10:HBM-Demand and supply outlook
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Fig.11:NAND-Demand and supply outlook
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Fig.14:Memory players'wafer capacity until 2030F
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Challenge from Chinese memory makers:unlikely to be a significant threat

While discipline among major memory makers has improved relative to the pastthe key
factor constraining the growth of Chinese players is US regulation.Should this regulation
loosen or Chinese players accelerate equipment localization,discipline across the
memory industry as a whole could fizzle out.This,too,is unlikely to pose an immediate
problem,but it warrants ongoing monitoring.

Even if Chinese memory players increase production and market share their sales
channels are likely to remain confined within China,and capacity in particular is expected
to be allocated toward supplying memory to Chinese Al ASIC players and Chinese
PC/smartphone makers,in our view.\We estimate that,in 2027F the share going to US
big tech DCs will reach 75%of total memory,and adding Apple's(AAPL US,Not rated)
and Samsung's mobile device demand brings this to 85%—meaning the market
addressable by Chinese memory makers is around 15%af the global memory market,a
share that is likely to decline over time.Given that Chinese memory makers'global
market share stands at~8%this year,it appears there is stillroom for them to grow,but

without near-term addressable market.
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Fig.15:CXMT's current and additionally addressable market share (2027F)
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Macro risks:interest rate and FX

Market disruption due to macro shock is a major uncertainty.VVe think such risk has
become much higher now vs.1-2 years ago.Changes in interest rates(which are rising
globally)seem particularly important,we think.Should interest rates failto stabilize
downward and instead maintain an upward trajectory,this could pose a threat to the weak
links in an Al industry that is undertaking large-scale investment and financing.Currently,
our US macro research team expects the Fed to maintain current rates, while the Street's
consensus seems to be 1-2 times of rate increase (by 25bp each time)until 2H26E.

In addition,the strong and steep appreciation of the KRW could also have a negative
impact on profitability and price competitiveness of Korean memory makers.The KRW
has shown considerable strength since its June peak,driven by a sizable trade surplus.It
is surprising to us that the Bank of Korea recently appears to have little interest in
controlling the pace of currency appreciation.

Currently, memory makers'revenues are 100%dollar-based,and with margins reaching
80%.a 10%KRW appreciation could reduce profits by 12%.0wing to this FX effect,
Korean memory makers'3Q OPs are likely to come in below our prior estimates and the
market's consensus.However factoring in that the upside potential for memory prices is
higher than previously anticipated,the 2026-28F profit outlook is not materially different
from our prior forecast.

Potential US semiconductor tariffs:pass-through likely,but may impact demand
The US government is warning for semiconductor tariffs,asking semiconductor
companies to expand fabs in the US.As we commented in our previous report.even if
US fab expansion materializes,we think it will have only limited impact on supply for the
next 5 years,as a new fab construction would take 5 years at minimum if the decision is
made now.In case US imposes a tariff.the burden is likely to be transferred to CSPs and
end users in the US.In this case US CSPs are also likely to add more overseas data
centers in order to avoid tarff burden(which is already happening).Stillif tariffs are
actually imposed,memory demand for the same amount of investment may decline as
CSPs and customers have to accept more burden.

Part 2:Investors'view and our view on memory share prices

Can memory sustain solid growth?We think yes.

Memory stocks showed utmost strength through 2Q26,when y-y growth headed toward
its peak,before undergoing a short-term correction of around 50%into the 3Q,then
rebounding by~20%from the recent trough.Korean memory companies'average 2027F
P/E stands at 3x(based on our estimates),a level reflecting a typical peak-and-trough
scenario.In our assessment,some investors are now less interested in the sector due to
a landing frend (in terms of second derivatives.earnings are likely to continue to grow),
while others place their faith in the long-term growth of the memory cycle and its
remarkable cash flows.The investor mix thus appears to be in the midst of shifting.
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Fig.16:KOSPI buyback and memory “big 2"quarterly buyback outlook
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Ultimately,the question is whether the memory industry will(1)tum to a steep negative
growth stage amid several macro/micro uncertainties,or (2)have a soft-landing of growth
rate,sustaining a healthy 10-20%y-y growth for several more years,and then result in
share price re-rating based on shareholder return from earnings growth.In our view,
investors still need time to digest the vast amount of information and adapt to the memory
industry's new business model Nonetheless,we retain our conviction that the great
transition to Al is a mega-trend,and that the core resources underpinning that mega-trend
are semiconductors and electricity,we regard it as a matter of time.

Fig.17:Global memory sales and y-y growth
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More time needed to price in details of LTAs and growth from CSPs'investment
The market is not yet able to ascertain specific terms of LTAs,so the gap between the
future outlook that memory makers assert and investors'perception appears wide. This
looks likely to improve over time as investors gain more information.Micron and Sandisk
are already providing specific information,but Korean players whose LTA deals are still
in progress,are limited in the specific information they provide. There is a possibility that
more concrete information becomes available by year-end at the earliest. That said,
company-specific terms are confidential, making it more difficult for outsiders to make
accurate quarterly price forecasts,and there is a need for expanded guidance from the
companies(Korean players still appear passive on this front).
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Investors had much concerns about CSPs'investment demand ahead of 2Q earnings
releases,but those concems appear to have eased recently. That said.the market does
not yet appear to have sufficiently priced in the strong profitability of new investments that
CSPs assert.This is likely to be gradually resolved as successive quarterly eamings
releases prove that investment translates into revenue and that profitability holds up.

Al demand requires much higher growth of memory supply capacity

To support Al demand,memory supply is already rising from the past level of +15-20%y-

y to +30-50%y-y over the coming years,and achieving this will require a substantially
higher scale of investment—because wafer capacity must grow by more than 20-30%
annually,versus ~5%per year in the past.The market is stillbeing surprised by news of
memory makers'supply ramp-up in post-2029 or of Chinese memory makers expanding
capacity.In our view,however,we find it difficult to gauge as yet when—or whether—
memory supply willbe able to catch up with and grow sufficiently to meet this demand.

Fig.18:Global memory revenue breakdown by end demand

(USDbn) 2025 102 28K 202C 2030F
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Source:Company dataNomura estimates

Fig.19:Capacity requirement simulation by memory supply growth rate
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Fig.20:Estimated token consumption by prompt cases
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Fig.21:SEC-2026F/27F OP forecast vs.consensus trend Fig.22:Hynix-2026F/27F OP forecast vs.consensus trend
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Fig.23:SEC/Hynix-Risk premium,discount rate,target multiple,and TP
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Fig.24:SEC/Hynix vs.peers-relative market cap trend
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Fig.25:Global peer valuation
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Fig.26:SEC-trailing P/B:upsides from BV and multiple
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Fig.27:Hynix-trailing P/B:upsides from BV and multiple
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Fig.28:SEC-trailing P/B vs ROE and shareholder return Fig.29:Hynix-trailing P/B vs ROE
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Samsung Electronics 005930.KS 005930 KS 3 Seplember 2006

Continuing super-cycle and sizeable shareholder return gatir_mg Buy
emalns

Revised up commodity DRAM price growth outlook:strong shareholder Tarpet price B 630,000

return to underpin re-rating fomins

Closing price

N S KR¥ 250, 500

Maintain Buy and TP of KRW670,000;severely undervalued vs.earnings scale Z Septemher 2026

We maintain our Buy rating and TP of KRW670,000 for Samsung Electronics (SEC).Our TP _ )

is derived by applying a target P/B of 4 3x(previously:5.0x)to 12MF BVPS of KRW153 584, ™'/« i +167. 5%

We lower the target P/B,as we expect an ROE soft-landing due to more de-leveraging and Varket Cap (USD mn) 1,070, 144. 6

a higher risk-free rate.Currently the stock trades at 12MF P/B of only 1.6x and 2027F P/E S o L4
Al Sl mn ’ ‘

of 2.9x.We expect SEC's 2026F /27F shareholder return yield to be 8%/14%.

KRW strength to have negative earnings impact,partially offset by price increases

We expect SEC's 3Q26F OP to come in at KRW107tn,slightly below our prior estimate. ~ e/atve  performance _ chart

We have incorporated a KRW appreciation scenario from our April report, but the KRW's Fice

strength has progressed more steeply than anticipated,and appreciation pressure KR —Rel KOSP1200

appears likely to persist,supported by an overwhelming trade surplus for the duration of 1%
the semiconductor super-cycle. KRW strength has historically been common during 00 15
semiconductor super-cycles as well,.but 1H26 was a temporary exception owing to heavy 30':_' w
foreign selling pressure amid the sharp KOSPI market rally. We expect both strong E 0
memory prices and a KRW strength to further weigh on the profitability of the smartphone 2% 20
and home appliance divisions.It is surprising to us that the Bank of Korea appears to 1 ’ 10
have little intention to moderate the pace of KRW appreciation,and as a result o 00
profitability of exporters with lower margins than semiconductors willdeteriorate AAAY LA TN
significantly in the near term.in our view.Accordingly we expect SEC's MX division to Pelr oEr il 2}
record a 3Q26F operating loss of KRWA1.3tn (vs.previous estimate of -KRW1tn). Source:LSEG,Nomura

One factor that partly offsets KRW strength is that memory prices retain further upside

relative to our previous price assumptions.While the expanding LTA sales mix may cap Research Analysts

the extent of price increase to some degree there still appears to be upside relative to our  Asia  Pacific  Technology

prior price forecasts(where we assumed no q-q price increase from 1Q27F),and the CW Chung- NIHK

price increase for non-LTA volume-accounting for more than~30%of the total-is likely . ching@nomura.com

to be larger than we had previously anticipated,driven by an even more severe supply +85222526075

shortage in the non-LTA open market. Accordingly, we raise our commodity DRAM price Korea Technology
growth rate for 4Q26F from 5%q-q to 10%q-g,and lift our 2027 commodity DRAM price Eon Hwang- NFIK

forecast by 10%vs.our prior estimate,raising the growth rate from 18%y-y to 28%y-y. eon hwang@nomura.com
We also revise up our 2027F HBM price growth rate forecast from 72%to 97 %y-y. +82237832318
(continued on page 4) YJ Kim, CFA- NFIK
Year—end 31 Dec Y25 Y261 Y27F Fy2si|  yi-kim1@nomura.com
Currency (KRW) actual| 014 New 014 New| 010 New| *82237832332

Revenue (bn) 333,606] 720,338 704,154 009, 9161, 004, 104{1, 200, 641, 222, 431

Reported net profit(bn) 111, 261] 326,606 316,495 545,212 515, 01 655, 806 678, 108

Normalised net profit(bn) 11,261 326,606 316,495 515, 212 513,010 655,806 678, 108

FD normalised EPS 6,571| 50,184 48,631 86,677 86,571| 106,822 110, 191

FD norm. EPS growth (%) 32,8 663.7 640, LT TR0 232 213

FD normalised P/E(x) 38,1 . 5.2 _ 2.4 _ 2.3

EV/EBITDA (x) 15. 8 - 3.0 _ 1.4 . 0.9

Price/book (x) 3.9 _ 2.2 _ 1.1 - 1.1

Dividend yield(%) 0.7 . 4.2 - 6.2 14.9

ROE (%) 10.9 57.1 55.6  60.3 39.7 53.0  53.3

Net debt/equity (%) net cashinet cash net eash net cash net cashinet cash net L'EIH"

Source:Company data, Nomura estimates

See Appendix A-1 for analyst certification,important disclosures and the status of non-US analysts.
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Key data on Samsung Electronics
Cashflow statement (KRWbn)
ear_end 41 ec —FY2r 1 S0 I 4] LS 1 0 o 8 )
lagffomance & L] f_J;lT[m i o o= T, AL *JL],.'EH HJI[ 7 ll-ll T”f?; ((1::: 88’::1’, I{I .!%}
— = L — - - Ange In working capita 68 T =30, 098 =30, 35
Absolute(KRS) 4.6 °30.5 262.5 N cap{USth) L.O70. 1445 [6fer operating cashilow  -2.742__-7,509 87,582 -106, 381 134, 118
Meolute(Bh 0.6 -22.% 2683 Free [loat(V) B2.0  [CashiTow Trom oporations 72,983 85,315 422,391 59,617 120,315
E{e}fl] to KOSPI 3 6.9 1114 3-mth  ADT(1'SDmn) 1,821, 4 Capital expenditure -52,842 52,453 77,782 -108, 769
= Froe cashi Tow 20, 141 J1, 862 244,809 150, BIR T20, 35
Reductjon i investments =39 887 -6, b —a2, 310 =T, -1, 630
Income statement (KRWbn) Net dcguisitions 0 =2,200 0 i} 0
Year—end 31 Dec 17y 2] 1'YY5 Y261 IY2TF IY28lr  |Dee in other LT asscts -1, 146 -9,687 -20,542 -2,991 -3, 113
Revenue . RERSGT 1, ThD 1,001, T0IT, 722, 1 Inc in other LT TiahiTitiesZ, 817 2,661 4,547 391 627
Cost of goods sold —186, h62 -202,236 -2041, 729 -184, 760 -197,638  [Adjustments 8,676 10,222 21, H5 12,535 -137, 849
Gross profit 111, 304 1AL, 370 4949, 126 8B1Y, 643 1,021, 7938 |CF alter investing acts =12, 3949 16, BOS  THT, 4950 152,987 G6H, 380
SGRA =81, 583 —87,7bY =120, 081 =181, 050 =215,321 [Cash dividends 1O, BRY 9, 89T 10,850 90, 119 —230, 772
“Employee share _ I. 535 o |Eyuity  issue 0 0 0 0 0
expense_ i 0 L L I 185 Bobt issne 2,516 10,561 20,811 16,051 2,780
Operating profit a2, 7?6 43,601 379,271 ol0, 149 8053, 6l Comvertihle doht Tssue
EBITDA 75,057 00,528 431,711 702,005 885, 113 foqors i B e s T T B ) R 9
Depreciation -39,650 43,606 I8, 816 -58,257 -TL.679 (0% {vom financial acts T2, 06 -12, 652 26, 950 — 154, 329 -362, 156
Amortisation —z,981 3,321 5,596 3,687 3,780 IS cashilow 15,375 L, 151 161,000 298,638 203,921
EBIT 42,726 3,601 379,271 640, 119 809,651 [Roginning cash 60,001 53,719 57,870 218,870 517, 528
Net interest expense 4, Y13 Y87 6,008 1LOIT 16,655 [fnding cash 33,719 57,810 218 Ri0 517,528 704, 152
Associates &JCEs 75l 684 181 6,66 L6 e et dob =31, 489 -2, bal —199, 339 —502, ARO —711, 907]
Other income 128 1210 1,017 111 330
Earnings before tax 37,530 19,181 389,821 637,976 828,305 |Balance sheet (KRWbn)
Income tax -3,078 -1, 215 —72,. 261 -111, 836 =119, 095 As at 3l l_)m' ; FYi FYZ2a FY26F _FYETF F‘l'Z}{f
Net profit after tax 34, 451 15. 707 J17.561 516, 120 679,210 Cash &equivalents a3, 719 LT, RTO 0 218,870 o7, 028 724, 102
Minority interests —830 916 —T1.050 = = Markerab e .‘{('l.'lll' s AR, 904 67, Yna o 4T, E]ii? E_J?, 037 U7, 037
Other items Mcounts receivable -]i’n. L—’j -TJ!. 128,. ”,i' ;1(12 1a4, 'fl'.-{ 1494, ?[]{j
Preferred dividends Inventories I EEEEEAEY i, i’_-'}'f 100, -18[‘_3 | 15?. (17
Normalised NPAT 35621 M,261 316,195 315,000 678, 08 [Other current assets LU G R O
Extraordinary 1tems Total current assets 227,062 247,683 319,801 895, 141, 156, 912
Reported NPAT T5.621 4,961 316, 195 o1k, 010 678, 108 [LI_investments 21, 419 SI, M8 G, 086 62 aRE 14,213
Dividends =0, R06  =IT, T3 =67, B0T =97, TTT =279, T68 Elxt;d'all.‘l;svts 205,945 215,305 242,119 28R, 8R2 359, 183
23,815 34, LIS 218, 6U0 117,807 118,939  [lwudwi
gﬁzﬁzn? ::;e::fisos Sl SCLE LN N AT LR LR e intangible assets 24,738 29,481 29,977 31194 32, 46
Reported P/E() 50,3 7.5 A 79 9.3 [Other LT assets 24,437 43125 Ti,eeb 76,637 79,770
Normalised P/E(x) 50.3 75 51 79 53 Total assets al4, 532 a6b,942 920, 1501, 354, 1401, 702, 539
FD normalised P/E(x) 50‘ 6 33. 1 5' 2 2' 9 2' 3 Shart=term debt 13, JEEU I8, 752 14,162 10, Ejﬁ:_l 8 Gl
Dividend yield(%) 0' 6 0‘ 7 l 2 5: 2 1_]' 9 Accounts pavable l% Z’nrf). £li, ”.39 28, (o‘l'f AR, 15:‘II 1h 2.|9
Price/cashflow (x) 23‘ 3 |'3‘: R 5 o R 2: ‘| Other current liabilities bo, 5?!1 .rl SEEIEN 1$!.‘.Fih[] 68, 03]
Price/book (0 I 3 G O] 1 T Total current liabilitices 93, i{lih 1(]!}. -Ill 3199, T 224, 180D
EV/EBITDA () TR0 58 0 T 09 F\llg—tcrinldc?ll 3,950 6, 187 3,981 2,614
C omvertihle debit
Eﬁg]:‘;{:zgln(%) gg g ji E: 73' ; 8: = 2 8;. g Other LT liabilities 13, O 17, TZI 2. 210 22, E—if‘\f 23, 190
EBITDA margin (%) 50 - T ta'o 7oy [l Tabilies T2, 510 130,622 180,065 226,565 240, 281
EBIT margin ()] In' 9 |3‘ | 53' ) ﬁ:}' 7 ﬁﬁ‘ B Minority interest 10), 5(H 12, (K7 1o, 112 17, 171 19, al8
Net margin (%) 1.2 L33 1.0 513 55, 5 g”‘f"‘”"d '“L““"' ',;,(B' 1_',3 1;: 11': ll':
3 - 5 - MmN S 100 i i i il il
Effective ;3’;0{]?&()@ et B LR A Retained carnings 370,513 402, 136644, 6631, 029, 001, 360, ROI
ROE (%) LY 10.9 .0 . ¢ D tr;:-;:mrmdntil:rld:‘l:df ) 20,277 21,280 69,512 70,763 72,039
— - ey voaml rescrves X i * f Y I L Tt L s
ggggﬁ?;?x %) .9 9. | 62.8 B1. | 89. 1 Toral sharcholders” cquity 3491, 688 124, 313 715, 0721, 110, 7011, 133, T38|
Revenue 16. 2 10,9 1.1 7.6 ETE; Tortal cquity &liabilities a1, 532 a66, 412 920, 1501, 3514 1101, 702, 534
r - 0 o g BT Liguidite{x)
%ised EPS lggg é? } i;g; ?gﬁ g? -}. Curvent vatio 213 2a 4 L8 G IR
Normalised FDEPS 132.3 328 610.1 .0 7.3 uterest cover : : : : :
Source:Company data, Nomura estimates Net  deht/EBITDA(x) net cash net cosh net cash net cash net cash
Ser debt/equity(h) net cash net cashonet cash net cash net cash
Per share
Reported EPS (KRW) 1,977 6,676 14, 133 86, 73 110, TeY
Norm EPS (REW) 1,977 6, ATR 14,433 He, T34 110, TRY
O norm EPS (KRW) 1,950 t, 571 18, 631 B3, 71 110, 191
BYI'S (KRW) 57,081  £3,997 111,685 176,801 234, 200
DP'S (RRW) 1,452 l.676 10,590 15,463 27, 435
Metivity (davs)
Davs receivahle 18. 8 al. B 12,7 4.6 54 8|
Ikiys inventory 101. 1 M. 2 114 4 174.1 203.9
Davs pavahle 232 2.9 37 6, Y 8.7
Cash cvele 127.0 1231 119. 7 136, 8 179.0

Source:Company data, Nomura estimates
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Company profile

Samsung Electronics Co.,Ltd.manufactures a wide range of consumer and industrial electronic equipment and products such as semiconductors,
personal computers,peripherals,monitors televisions,and home appliances including air conditioners and microwave ovens.The company also
produces internet access network systems and telecommunications equipment incuding mabile phones.

Valuation Methodology

Our 12-month TP of KRW670,000 is derived by applying a target P/B of 4.3x to 12MF BVPS.We lower target multiple based on our outlook for ROE
soft-landing and higher risk-free rate. The benchmark index for the stock is the KOSPI 200.

Risks that may impede the achievement of the target price

Downside risk includes potential US triffs on semiconductor products,delay in data center construction due to power supply shortage,and
slowdown in Al capex under a higher interest rate environment

ESG

Samsung Electronics is one of the leading companies in Korea in executing ESG management.According to the mid-long-term green management
roadmap,Samsung Electronics has set four key performance indicators in the areas of environment safety and health (EHS)management system
and is managing greenhouse gas,water resources.and waste during business activity.For more than 10 years.the company has been following 3R
(Reduce,Reuse,Recycle)activities that conserve reuse,and recycle water resources during manufacturing process.Samsung Electronics has
established a greenhouse gas reduction plan to respond to climate change.and is also reflecting eco-riendly trends in semiconductors.The
company has recently received'Carbon Footprint Cerification'from the UK 'Carbon Trust for nine of its major memory products.Samsung
Electronics establishes and operates management plans for each manufacturing process to minimize waste generated during production.in terms of
social responsibility Samsung Electronics is focusing on supporting its partners in three aspects:providing support for funds technology.and
manpower.Samsung is operating fund worth KRW2.2 tn in supporting its partner companies.Samsung is transparent with shareholder return policy
by announcing shareholder return plans every three years and is working to improve corporate governance by having 54%of BOD as outside
directors and implementing electronic voting for shareholders.Samsung is tackling the social issues by allowing for union activity.
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We expect 2027F/28F OP to grow+69%/+26%y-y;2027F shareholder return to
reach double 2026F return size
Through 2028F when supply capacity remains limited,the likelihood of memory prices
turning weak appears very low to us.We expect 2027F/28F OP of KRW640tn/KRW810tn
(+69%/+26%y-v). While the shareholder return framework beyond 2027 has not been
announced yet,maintaining the existing scheme would push shareholder returns above
KRW200tn-nearly double the 2026F level.

For shareholder returns,SEC has first announced a cash dividend of KRW30tn.With half
of 2026F FCF estimated at ~KRW120tn we expect retum measures for the remaining
~KRW890tn to be announced at a later date.If cash dividends are paid at a 25%payout
ratio as in 2025,we expect the cash dividend pool to reach KRW79tn,with the remaining
amount to be used for share buybacks.

Fig.30:SEC-3Q26F earnings estimate revisions
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Fig.31:SEC-2026F/27F OP consensus vs Nomura estimates
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Fig.32:SEC-trailing P/B band:upside from BV and multiple
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Fig.33:SEC-trailing P/B vs.ROE during 2003-06

—— s W) B
ROERHS)

@ i

06

Source:Company data.Quantiwise.Nomura research

16



3 September 2026

Fig.34:SEC-trailing P/B,ROE,and shareholder return policy

Fig.35:SEC-trailing P/E vs share price

(KRW) 50 0 e 3.0 20 (KRW) Shr px (W) 1.0 sessrarns 3.0
1.5 1 —
a Shr px) 400000 50 10.0 —20.0
400,000 — ROE(RHS) 80% ’
201517
3050 2018-26
of FCF 50%of FCF JR—
300,000 60% 300,000
]
]
| .
. -
200,00 : 10% 200000
'
1
]
] [
100,000 1 0% 100.000
]
]
]
1
' —
' ] '
o . - - . 0% 0 -
W@ @ B O = 4 o1 T % w B
-— -— -— -— & (2] [2"] [2"] o o F-- % ™
N o
Source:Company data QuantiwiseNomura research Source:Company data Quantivise Nomura research
Fig.36:SEC-Eamings estimate revisions
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Fig.37:SEC-quarterly and annual eamings forecasts
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Fig.38:SEC-Memory OP by product
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Fig.40:SEC-HBM sales,bit mix
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Fig.41:SEC-DRAM wafer production and bit per wafer
growth outlook
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Fig.42:SEC-NAND wafer production and bit per wafer
growth outlook
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Fig.43:SEC-DRAM OP and OPM trends
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Fig.44:SEC-NAND OP and OPM trends

Source:Company data.Nomura estimates

Fig.45:SEC-DRAM ASP q-qly-y,%
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Fig.47:SEC-assumptions on DRAM(commodity,HBM),NAND ASP/cost/shipments
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Fig.48:SEC-capex forecasts by division
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Fig.49:SEC-our key assumptions
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Fig.50:SEC-non-memory sales trend
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Fig.52:SEC-smartphone sales and y-y growth trends
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Fig.51:SEC-non-memory OP and OPM trends
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Fig.53:SEC-handset OP and OPM trends
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Fig.54:SEC-quarterly LCD/OLED OP trends Fig.55:SEC-OPM for LCD,OLED and total display
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Fig.56:SEC-SOTP valuation implied by current market cap
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Fig.57:SEC-FCF/IEV and FCF/MC analysis

(L

Operating cash flow 6.0

htY H.

Dep a2

working capital chinge =l
[ ovestment Cash Flow =L

Lapen =6

intangible ansen =L g A -5 -7 - - L3 lLu
Nl MK wna an wo an [P} (TA8) mn <3 [[N}] iN))
Ol s 0L 1.0 0K 23 0,4 ny 0,4 0.4 I, v I
Free Cash Flow 36.8 7.8 5.8 15. 4 10, 0 -85 - 201 41.9 150.8

Share holder return (cash flow basis) 18.4 8.9 [EXT w0 N -7 L1 15.9 225, 4

%ol FLF A Ay M AR SlM Bl Bl Y 1.1 Wiy

shinrelwy ik i 4 N} i, 0 [IX1] o0 0,0 1.4 B2 TR

cash dividiend 2 L HT ol | N u K O 0. Y,y 4il

Ret Tish TineTivding markefing secnrities) 8.7 . Rl1 101 6 1071 10 3 9.1 . 933 TR 206, 4 500.6 . #0891
weighted Avg. Share price(REW) 37,858 54,540 BO, 104 7T, 440 ALTIG 76,537 52,110 116,186 242,492 242,491 242, 622
Cramion 8. 700 S5.BU0 BLOODO  FH 300 55, M M. ad, 2 LI, iy 250, 5 230, A 230, 50
pretered ALTA0 QA 0D FAGN0 TL200 0 A0,M0 6 R, 20K 1R ¥
vt standing  shares(mn shares) LY 13, 7540 3 ]

4 G470

pretered M2 £

Dividend=paving <harvstoutstamding shares ex T8 i shares) [ G.7Hs 6.5

" W0 > 00

pre ol; wil K Rt

Market cap T 1

Market cap ex T.5. KHT 544

EV 2Hn 113

Free cash/BY 20. % 6. 2% 5.8%

Free cash/MC 14.5% 4.F am

Free cash/MC ex T.5. 14. 3% 1 m 1. 7%

Note:2018-2025 share price as of year-end and 2026-28F share price as of 2 September 2026.
Source:Company data,Nomura estimales



Nomur. | Memory 3 September 2026

Fig.58:SEC-dividend yield and shareholder returns yield
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EQUITY:MEMORY

Memory price increase to sustain 2027F growth

Near-term FX burden to be offset by ASP increase;
strong shareholder return to be a re-rating catalyst

Maintain Buy and TP of KRW4,700,000;solid memory market and sustainable
shareholder return should re-rate the stock

We reiterate our Buy rating and TP of KRW4,700,000 for SK HynixOur TP is derived by
applying a target P/B of 5.6x(down from 6.0x previously, reflecting a gradual soft-landing
of ROE due to deleveraging and a higher risk-free rate)to 12MF BVPS of KRW836,330.
Our TP implies a target P/E of 8.1x(vs a curent 12MF P/E of 2.8x) .Despite market
concerns about the memory market,we maintain a positive outlook for the sector.
Continued shareholder return should support a gradual re-rating of currently undervalued

memory stocks,in our view.

3Q26F OP to be KRW77tn;negative impact from KRW strength
We expect Hynix's 3Q26F OP to come in at KRW77tn,slightly below our prior estimate of
KRW86tn due to the impact of KRW strength.Hynix's revenue is 100%USD-based while
the KRW-based portion of its costs(~20%of revenue)accounts for nearly all of the costs.
As a result, 10%KRW appreciation over the near term would reduce KRW-denominated
revenue by 10%while leaving costs roughly unchanged,cutting OP by~12%.Assuming
3Q26F USD/KRW rate of 1,380 would represent 8.1%appreciation versus the 2Q
average of 1,502.We have been incorporating a KRW-appreciation scenario from May,
but appreciation is now outpacing,with KRW now 12%stronger vs its 2026 YTD peak.

2027F/28F OP to grow 73%/28%y-y; ASP increase to offset unfavorable FX impact
In 2027, we also expect downside to profit from the USD/KRW adjustment,but with
upside to memory prices that we previously assumed conservatively,eamings revisions
Vs.our prior forecasts are minimal.We raise Hynix's 2027F commodity DRAM ASP by 8%
(+28%y-y growth)vs.our prior estimate,and revise down our 2027F HBM price increase
forecast to +79%y-y.We expect HBM profitability in 2027F to be still lower than that of
commodity DRAM by more than 15pp.Reflecting this,we expect Hynix's 2027F/28F OP
to rise +73%/+28%y-y to KRW473tn/KRWE08tn.

(continued in page 4)
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Rating Buy
Remains
Target price KRW 4. 700, 000
Remains ’ '
Closing price
2 September 2026 KRW 1, 613, 000
tmplicd upside +191, 4%
Market Cap(1SD mn) 861,003. 7
ADTCUSIY mn) 5, 424.1

FY25 kY26l FY2TF

Currency (KRW) Actual 0ld New 0ld New 01d New
Revenue (bn) 97, 47| 375,077 352, 717| 594,750 587,081 | 732,850 758, 863
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EV/EBITDA (x) 16, 2 _ 3 1.6 0.9
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Key data on SK Hynix

Cashflow statement (KRWbn)

ot Feas Tear—end 31 oo [GR Y P SR P 1 v
Porformance EBLTDA 35,8271 61,200 290, (43 197,223 612, 0ab
() I 3M LA e e tepre— — —r e e
— - - . ——  Change in working capital 1,447 AT =22,194 b, 660 21, aTh
Absolute(KRY)  =6.1 =31.7 519.2 M _cap(II5hmn) 861,003. T Tther operating cashflow 8,019 -10,937 —12. 527 -165,598 118, 199
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gf{g;ff:ar?ﬁgtms Fotal cirrent_assels 12,279 69,158 309,003 595,830 8K3, 811
Reported NPAT 19,797 12,918 200,713 379,801 187,039 LI investments 13,900 25,007 101,535 106,703 112, 133
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Per share
Reported EPS(KRW) 28,769 62,068 355,412 508, 178 726,808
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BVPS (KRW) 107,439 175,230 575,734 963,592 2, 101,877
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Company profile

SK Hynix Inc.provides products and services for the electronic components industries. The Company manufactures semiconductors such as
dynamic random access memory(DRAM)and NAND flash memory.

Valuation Methodology

Our 12-month target price of KRW4,700,000 is derived by applying a target P/B of 5.6x(down from 6.0x)to 12MF BVPS o KRW836,330.We lower
target multiple based on our ROE soft-landing outlook due o deleveraging and higher risk-free rate.Benchmark for the stock is KOSPI 200.

Risks that may impede the achievement of the target price

Downside risk includes potential US trifs on semiconductor products,delay in data center construction due to power supply shortage,and
slowdown in Al capex under a higher interest rate environment

ESG

We believe Hynix is heavily focused on following ESG polices.Recently Hynix issued green bonds worth USD  billion(KRW 1.1 trillion)and social
bonds worth KRW 440 billion to ESG.Green bonds are used for eco-friendly projects such as water quality management,energy efficiency,pollution
prevention,and ecological environment restoration and social infrastructure.Social bonds are invested in projects to solve social problems,such as
creating jobs,supporting the vulnerable.and building socia infrastructure.Both bonds are used exclusively for SG purposes.Furthermore, Hynix
announced the mid-to long-term roadmap 'SV 2030for maximizing social value creation and set goals in four areas:environment,shared growth,
social safety net,and corporate culture. The company presented a direction to focus on ESG management and explained that Hynix would
strengthen 'RE100'and Zero Net Emissions'which increase the use of renewable energy to 100%by 2050.
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We expect 2026F/27F shareholder return of more than KRW74tn/KRW158tn

Hynix has already announced KRWA40in in share buybacks and has stated it will return
more than half of its annual free cash flow to shareholders.Based on this,we forecast
additional shareholder return of more than KRW34tn in 2026F .Furthermore, we expect
shareholder returns in 2027F to exceed KRW158tn.implying 2026F/27F shareholder
return yields of 4%/9%and FCF yields of 8%/19%against the current share price.

Fig.59:Global memory sales growth vs USD/KRW over past 10 years
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Fig.61:Global peer valuation

Rating

2 27E 26E
Memory Samsung Electronics S0 RS Puy L ¥ 3 [ i 2 oy L | L0 1. i G AILT TR0
Sk lvnix (00660 K5 Ruv L 7K, 4 e Ib L8 Lol SR LT 13 lL.&] @29 H 17,2 534
Micrin L3 Not rated T X ne de w6 g TRe TR BULZ gy
Kioxiin JEAAP tuy 31,0000 N, Wy 52 3 5 LY 24 R L& 151 1 ] H.:H_ S
LT (oTstat RN | KT 3 Ll i R Ll Lo By 1ol Y LK il BT S Y
Average 1.9 5.8 6.3 32 L sl 91,5 7ral LBSS. 3 g6 8
Storage  Restetn Digital s Ty et red 150. 11 orbais oo el qes w] o o ™0 L Y
Beraga | LY Wil bated K16 4l Lt 1.5 2y ozl oo g sl IR 11 3] 13 ~TiY]
Averipy i L1 ) Wil | T 1 ¥l | Lis i TV
Fabless Seilia s s Ser rared L . S 2 e T owal oo ] una TRyl 92 6a
A4l W TS Mo raned 15 1 LS T BT T R BN A | B R R T T
Average 12l L | L1l = B4 =, | Ly G Bl L £ 1
Foundry TSW 2430 T R 2,K5 DAL BT B R B ) @ T
Inte] INTOS Nt Tated B 47 FRTEN 11l LN 131 Ll 43 il 1H. 4 32 BLEA] L]
Average 101 3 Al 18 18 8 15 ] 2l | 21 | 220 4 11K
¥ 241 LLH 96 5 m 16, 2 LN w50t Yl 630

Note:Priced as of 2 September 2026 Bloomberg consensus for not rated stocks and Nomura estimates for covered stocks

Source Bloomberg Finance L P.Nomura estimates

27



Nomura|Global Memory

Fig.62:Hynix-2026F/2027F OP consensus vs Nomura estimates
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Fig.63:Hynix-trailing P/B band:upside from BV increase
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Fig.66:Hynix-OP trend by product
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Fig.67:Hynix-HBM bitsales mix in DRAM B
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Fig.68:DDR516Gb spot price vs contract price
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Fig.69:Market cap comparison-Hynix vs peers Fig.70:0P comparison-Hynix vs.peers
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Fig.71: Hynix-assumptions on DRAM(commodity, HBM),NAND ASP/cost/shipments
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Fig.72:DRAM/NAND ASP forecast revisions
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Fig.73:Hynix-quarterly

earnings forecasts
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Fig.76:Hynix-DRAM cost trend (g-q%,y-y %)
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Fig.77:Hynix-NAND cost trend(q-q%,y-y %)
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Fig.78:Hynix-DRAM production and shipments growth and
inventory

Fig.79:Hynix-NAND production and shipments growth and
inventory
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Fig.80:Hynix-DRAM wafer output and utilization Fig.81:Hynix-NAND wafer output and utilization
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Fig.84:Hynix-DRAM bit growth (y-y) Fig.85:Hynix-NAND bit growth (y-y)
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Fig.86:Hynix-DRAM ASP forecasts Fig.87:Hynix-NAND ASP forecasts
1Gb eqUSS) (8Gh | Us  cenks)
¢ Previous =——Revised 100 Proviove e
25 80
= 60
e 10
1.0
05 20
0o . ., - . . © % BB ] « el s e s 0o - P I S R
= 2T B 220088 &Y = = — A N NHESE B8RS F
S E3EE3SRRESHEEERREE FRNNRIRSERENNISS RGP g

Sources:.Company data.Momura estimates

Sources:Company data.Nomura eslimates

Fig.88:Estimated token consumption by prompt cases
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Fig.89:Hynix-capex and memory bit shipments outlook
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Fig.90:Hynix-FCF/EV,FCF/MC analysis
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