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China Semi Equipment

SPE import analysis: Solid YoY growth with
broadening demand across provinces in August

SPE imports grew +24% YoY in Aug, with broader geographic demand

China's semiconductor production equipment (SPE) imports reached US$3.3bn in
August (+24% YoY/-5% MoM). Strong demand from Shanghai persisted (US$1.4bn,
+71% YoY, 44% of total imports), supported by capacity expansion in both memory and
leading logic, we believe. Sichuan (likely Huali's Chengdu fab) rapidly climbed to second
place, with imports reaching US$626mn, more than doubling YoY and representing
19% of the total. Other meaningful imports were seen in Beijing, Shaanxi, Liaoning,
Jiangsu, and Guangdong, accounting for 10%/ 5%/ 4%/ 4%/ 3%, respectively. Imports
to Shaanxi {where Samsung's Xi'an fab is located) and Liaoning (where SK Hynix's Dalian
fab is located) were likely related to capacity expansion by overseas memory makers.
8M26 SPE imports were US$20.4bn, -4% YoY, further narrowing from -8% in 7M26.
Excluding Guangdong, 8M26 imports were +28% YoY. While import demand from
Hubei and Anhui remained muted, several indicators, including recent tender
announcements from YMTC and CXMT and updates in YMTC's latest prospectus,
suggest that a new round of capacity expansion could begin in the near term. We
believe the discrepancy may reflect an accelerating pace of equipment localization. We
will continue to monitor the trend.

Solid growth across litho and non-litho equipment

By equipment: Litho and non-litho equipment imports reached US$989mn (+32%
YoY; 30% of total imports) and US$2.3bn (+21% YoY) in August, respectively. Litho
equipment imports reached their highest level of the year, marking the fourth
consecutive month of growth. Imports of dry etch tools (US$721mn) and deposition
tools (US$741mn) remain elevated, accounting for 22% and 23% share, respectively.
By country: The Netherlands (US$919mn) was the largest exporter in August, given the
strong litho imports. Japan (US$723mn; -7% YoY) was the second largest, followed by
Singapore (US$502mn, +74% YoY), Malaysia (US$417mn, +17 % YoY), and Taiwan (US
$281mn, +175% YoY). The latter three were likely read-throughs to US vendors.
Imports from Japan were primarily related to "other" equipment, which we believe was
largely driven by track systems. For dry etch, Taiwan, Malaysia and Japan were the top
three exporters. For deposition, Singapore, Malaysia and Korea were the top three.

Litho import demand broadened to tier-2/3 regions in China

Shanghai and Sichuan took the lead in litho imports from the Netherlands in August,
importing US$444mn and US$299mn, respectively It is worth noting that Sichuan
imported three units of litho equipment in total, with ASP per unit reaching US$100mn,
likely indicating a capacity expansion at relatively advanced nodes. Jilin imported one
unit at a cost of US$63mn. Chongging, Anhui, Beijing, Hubei, Jiangsu, and Shaanxi
imported eight units at cost of US$114mn in total.

Maintain constructive view on leading China WFE companies

We recently further raised our 2026-28E China WFE spend forecast to US
$49bn/63bn/70bn, implying 9%/29%/11% YoY growth. We continue to see leading
WFE companies as our most preferred names among China Tech semi coverage,
benefiting from memory and leading logic fab expansion and accelerating localisation.
Naura and AMEC remain our top picks.
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Summary

Figure 1: China's monthly SPE imports summary
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Figure 2: Major provinces/cities importing litho tools from the Netherlands for August/8M26
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Figure 3: Major provinces/cities importing litho tools from the Netherlands (quarterly)
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Source. China Customs

Figure 4: China's quarterly SPE imports Figure 5: China's quarterly litho imports

Source: China Customs Source: China Custorns
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Monthly import data
Figure 6: China's monthly SPE imports (YoY) Figure 7: China's monthly SPE imports (MoM)
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Figure 8: Monthly litho import value (YoY) Figure 9: Monthly litho import value (MoM)
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Figure 10: Monthly etch import value (YoY) Figure 11: Monthly etch import value (MoM)
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Figure 12: Monthly deposition import value (YoY) Figure 13: Monthly deposition import value (MoM)
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Figure 14: SPE import value by equipment type

Figure 15: Breakdown of total SPE import value by
equipment type
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Figure 16: Monthly SPE imports over time

Figure 17: Mix of SPE imports by region

Total SPE impert value by region
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Figure 18: Monthly litho imports over time Figure 19: Monthly non-litho imports over time

Source China Customs Source: China Customs

Figure 20: Monthly etch imports over time Figure 21: Monthly deposition imports over time

Source. China Customs Source: China Customs
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Valuation Method and Risk Statement

We believe downside risks in the semi equipment sector include, but are not limited to: 1)
worse-than-expected macroeconomic conditions and end-demand; 2) geopolitical tension
intensifying and restrictions being extended; 3) a longer-than-expected downcycle; 4) China's
fabs suspending projects and lowering capex more than we estimate; and 5) slower-than-
expected R&D progress.

We believe upside risks in the semi equipment sector include, but are not limited to: 1) end-
demand recovering faster than we expect; 2) geopolitical tension easing and restrictions
being lifted; 3) the downcycle in the semi industry being shorter than we expect; 4) capex
plans of China's fabs being more aggressive than we estimate; and 5) China's WFE vendors
making technological breakthroughs, leading to large market share gains.

We value AMEC and NAURA using a PE multiple.

NAURA: The main downside risks include, but are not limited to: 1) geopolitical tension
intensifying and restrictions being extended, 2) weaker-than-expected WFE demand in China;
and 3) intensified competition leading to market share losses in the etching, deposition and
cleaning businesses.

AMEC: The main downside risks include, but are not limited to: 1) geopolitical tension
intensifying and restrictions being extended; 2) weaker-than-expected WFE demand in China;
3) intensified competition leading to market share losses in etching; 4) longer-than-expected
new product development; and 5) departures of key management and R&D leaders.
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