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From Narrative to Execution 
Synopsys’ Investor Day reframed key concerns (LLMs, IP g
and Ansys) as opportunities. Clearer AI monetisation, tract
with application optimisied IP, earlier Ansys synergies and 
improved LT targets leave us more positive on the equity s
into 2027+, with focus now shifting to execution.     

Synopsys’ 2026 Investor Day left us incrementally more positive on the 
story, with management raising its long-term growth outlook, introducin
AI monetisation framework, detailing the Factory 2 IP model and bringin
forward the expected delivery of Ansys synergies. Despite these announc
the share-price reaction was relatively muted, with the stock closing up 5%.
concerns YTD have centred on AI disruption, lack of Design IP growth and e
risk around the Ansys integration. We believe management presented a cred
response through its AI platform announcements, including GPT-Synopsys, 
alongside a multi-year partnership with Amazon and further detail on multi
fusion execution. Together with the Factory 2 IP model and accelerated syne
timeline, these developments address key areas of investor concern and 
help shift the debate towards the company’s growth opportunities. The 
however, remains execution. Namely the pace and scale of customer adoptio
translation of new monetisation models into earnings growth and delivery a
integration milestones. Evidence of commercial traction will be critical to a 
sustained re-rating. Nonetheless, we view these announcements as strength
the investment case and with the stock trading at a P/E below its five-year a
we see this as a compelling entry point and reiterate our Overweight rating
$500. 

EDA: New AI platforms accompanied by a monetisation framework. Into 
event, investor focus was on whether Synopsys could counter concerns about
disruption from LLMs. We believed management needed to demonstrate that 
chip-design workflows would use and not bypass Synopsys tools, with the Jala
chip as a potential proof point. Management confirmed that adoption and wen
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Key Takeaways
Management outlined 3 monetisation routes across its full-stack platform
customer-owned platforms and GPT-Synopsys, addressing AI disruption c

AOIP expands the Design IP opportunity, with Amazon validating the mo
management targeting $1bn of revenue by FY30, excluding royalties.

Multiphysics fusion supports the Ansys revenue opportunity, while the $
cost-synergy run-rate target moves to FY27.

SNPS now target mid-teens FY26-30 revenue CAGR, 50% margins and m
growth in both EPS and FCF generation.

We reiterate our Overweight rating, PT $500. 
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Stock Rating
Industry View
Price target
Shr price, close (Sep 30, 2026)
52-Week Range US$53
Mkt cap, curr (mn)
Net debt (10/26e) (mn)*
EV, curr (mn)*

* = GAAP or approximated based on GAAP

Fiscal Year Ending 10/25 10/26e 10/2

Sales / Revenue (US$ 
mn)**

7,054 9,730 10,7

EBITDA (US$ mn)** 3,293 5,819 6,2
EBIT (US$ mn)** 2,633 4,047 4,6
EPS (US$)** 12.99 15.12 17
Prior EPS (US$)** - -
EPS (US$)§ 12.85 15.14 17
P/E** 34.9 28.8 2
EV/revenue* 12.2 7.5
EV/EBITDA** 26.1 12.6 1
EV/EBIT** 32.6 18.1 1
DPS (US$) 0.00 0.00 0
Div yld (%) 0.0 0.0
FCF yld ratio (%)** 2.7 3.3
Net debt (US$ mn)* 10,524 5,227 3,9
Net debt/EBITDA** 3.2 0.9
RNOA (%)** 50.7 8.3 1
ROE (%)** 23.6 10.2 1

Unless otherwise noted, all metrics are based on Morgan Stanley
framework
§ = Consensus data is provided by Refinitiv Estimates
* = GAAP or approximated based on GAAP
** = Based on consensus methodology
e = Morgan Stanley Research estimates
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further, outlining three routes to monetise AI:

1. Synopsys Full Stack. Synopsys launched Autopilot, a long-horizon agentic 
platform that brings together its agents and tools. Monetisation has three 
layers: a platform subscription for Autopilot, an agent subscription for 
access to the Synopsys agent portfolio, and tool subscriptions or 
consumption-based charges for access to the underlying tools. 

2. Customer Owned Platform + Agents. Under this hybrid framework, 
customers use their own platform while subscribing to selected Synopsys 
agents and tools. Synopsys therefore retains agent- and tool-layer 
monetisation without requiring customers to adopt its full platform

3. Frontier Models. Synopsys announced GPT-Synopsys, a multi-year 
partnership under which a specialised AI model is trained on Synopsys tools. 
The framework combines two revenue streams: tool subscriptions, covering 
both model training and subsequent tool use; and revenue sharing linked 
to model outcomes, such as improvements in power, performance and area 
(PPA), or optimised RTL.

Exhibit 1: Synopsys Full Stack 
Autopilot Platform utilised in AI 
Pathway 1

Source: Synopsys 

Exhibit 2: 3 AI Pathways

Source: Synopsys 

Exhibit 3: 3 AI Pathways and 3 Monetisation Models 

Platform Subscription (Autopilot)

Agent Subscription (Synopsys agent portfolio)

Agent Subscription (Synopsys agent portfolio)

Tool Subscription / Consumption (underlying tools)

Tool Subscription / Consumption (underlying tools)

Tool Subscription (model training + subsequent use)

Revenue Share (linked to outcomes e.g. PPA, optimised 
RTL)

First Revenue Stream
Synopsys Full Stack

Autopilot long-horizon agentic platform bundling agents and tools

Second Revenue Stream
Customer-Owned Platform + Agents

Customers use their own platform with selected Synopsys agents and tools

Third Revenue Stream
Frontier Models (e.g. GPT-Synopsys)

Multi-year partnership: specialised AI model trained on Synopsys tools

Source: Synopsys, Morgan Stanley Research 

Design IP: Application Optimised IP (AOIP/Factory 2). As outlined at the last print, 
Synopsys are broadening their IP model beyond Factory 1/Standards Based IP to also 
pursue Factory 2/Application Optimised IP, a customised hyperscaler IP model 
supporting chip design tailored to customer requirements. Factory 1 will remain in 
place. On monetisation, AOIP uses a license per programme + customisation fee + 
royalty model, vs. the license + NRE fee model for Standards Based IP. Customer 
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traction has already been signalled, with management having announced a multi-
year partnership with Amazon that includes a $1bn license fee for multiple 
generations of Graviton, Trainium and Nitro chips. Management stressed that 
further customer partnerships are in the pipeline, with total AOIP revenue expected 
to reach $1bn by FY30 (excluding royalties). 

Exhibit 4: A shift in monetisation 
models from Standards Based to 
Application Optimised IP... 

Source: Synopsys

Exhibit 5: ...as AOIP focuses on 
embedded customer engagement. 

Source: Synopsys

Ansys synergies: Multiphysics fusion supports revenue synergies, while 
streamlining, scale and platform integration accelerate cost savings. Management 
highlighted the launch of the new multiphysics fusion tool and its applications 
across the design flow, including implementation, multi-die design, signoff, design 
closure, and analog and photonics. Multiple customer partnerships were disclosed 
across these areas, with reported benefits including improved signoff accuracy, 
higher photonics layout productivity and faster design closure. Management 
positioned these initiatives as supporting the targeted $400mn revenue-synergy 
run-rate by FY29e. Meanwhile, management brought forward the $400mn cost-
synergy run-rate target by one year, to FY27 from FY28, citing platform and 
technology integration. 

Exhibit 6: Multiphysics Fusion has 
gained broad customer traction. 

Source: Synopsys

Exhibit 7: Multiphysics Fusion 
supports revenue synergies while cost 
synergies have accelerated.

Source: Synopsys

Long-term targets raised, FY27 guidance introduced. Ahead of the usual DecQ 
timeline, management introduced FY27 guidance for sales of $11.15bn, non-GAAP 
operating margins of 44% and EPS of $19.08, all broadly in line with the Street. 
However, we think the more incremental updates sit in the longer-term framework, 
where management raised the FY26/30 growth outlook for each end-market: high 
teens for Design IP, mid-teens for EDA and double-digit for Simulation and Analysis. 
Overall, management raised the long-term revenue growth target to a mid-teens 
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CAGR over FY26/30e, alongside targets for non-GAAP operating margins of 
50%, mid-20% non-GAAP EPS growth and mid-20% FCF generation. 

Exhibit 8: FY27 Guidance Introduced

Source: Synopsys

Exhibit 9: Long Term Targets Raised

Source: Synopsys
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                AlphaSignals Catalyst Event Reaction

Company / Catalyst Date
Impact to 
thesis Catalyst versus expectation

                        Synopsys Inc.                        SNPS.O                    

Investor Day 30 Sep 2026 Strengthens Modest upside surprise

                        Source:Company data, Morgan Stanley Research
Morgan Stanley Research 5
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Valuation Methodology and Risks

                        Synopsys Inc. (SNPS.O)                    

The sector is trading on a 30-35x P/E multiple range. We expect Synopsys to trade 
apply a c.33x P/E multiple to estimated FY26 EPS ($15.12).

                        Risks to Upside                    

n Bigger ramp-up in AI ASICs and GPUs than modelled
n Quicker recovery in Automotive & industrial
n Design wins at expense of peers with Ansys products
n Strong recovery in IP business (esp. in China)

                        Risks to Downside                    

n Scale and duration of downturn seeing deeper R&D cuts
n Further tightening of export controls
n Loss of share to new entrant EDA players given localisation trends
n Failure to hit cost synergies from Ansys merger
6
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Disclosure Section
The information and opinions in Morgan Stanley Research were prepared by Morgan Stanley & Co. LLC, and/or Morgan Stanley C.T.V.M. S.A., and/or Morgan Stanley Mexico, Casa de Bolsa, 
S.A. de C.V.. 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. and their 
affiliates as necessary.
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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 September 30, 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.

Coverage Universe Investment Banking Clients (IBC)
Other Material Investment Services 

Clients (MISC)

Stock Rating 
Category

Count % of               Total Count % of               Total IBC
% of Rating               
Category

Count
% of Total Other 

MISC

Overweight/Buy 1599 43% 455 48% 28% 783 44%

Equal-weight/Hold 1563 42% 394 42% 25% 763 43%

Not-Rated/Hold 2 0% 1 0% 50% 1 0%

Underweight/Sell 570 15% 96 10% 17% 227 13%

Total 3,734 946 1774

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.
Benchmarks for each region are as follows: North America - S&P 500; Latin America - relevant MSCI country index or MSCI Latin America Index; Europe - MSCI Europe; Japan - TOPIX; Asia - 
relevant MSCI country index or MSCI sub-regional index or MSCI AC Asia Pacific ex Japan Index.

Stock Price, Price Target and Rating History (See Rating Definitions)
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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 
or the subject company of a third-party research report, are available on the Morgan Stanley Wealth Management disclosure website at www.morganstanley.com/online/researchdisclosures. 
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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 
basis   (weekly/monthly/quarterly/annual) and will ordinarily be updated with that frequency, unless  the Research Analyst and Research Management determine that a different publication 
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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in research on the same stock. This may be the result of differing time horizons, methodologies, market events, or other factors. For all research available on a particular stock, please contact 
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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 
may not be suitable for all investors, and certain investors may not be eligible to purchase or participate in some or all of them. Morgan Stanley Research is not an offer to buy or sell or the 
solicitation of an offer to buy or sell any security/instrument or to participate in any particular trading strategy. The value of and income from your investments may vary because of changes 
in interest rates, foreign exchange rates, default rates, prepayment rates, securities/instruments prices, market indexes, operational or financial conditions of companies or other factors. There 
may be time limitations on the exercise of options or other rights in securities/instruments transactions. Past performance is not necessarily a guide to future performance. Estimates of future 
performance are based on assumptions that may not be realized. If provided, and unless otherwise stated, the closing price on the cover page is that of the primary exchange for the subject 
company's securities/instruments.
The fixed income research analysts, strategists or economists principally responsible for the preparation of Morgan Stanley Research have received compensation based upon various factors, 
including quality, accuracy and value of research, firm profitability or revenues (which include fixed income trading and capital markets profitability or revenues), client feedback and competitive 
factors. Fixed Income Research analysts', strategists' or economists' compensation is not linked to investment banking or capital markets transactions performed by Morgan Stanley or the 
profitability or revenues of particular trading desks.
The "Important Regulatory Disclosures on Subject Companies" section in Morgan Stanley Research lists all companies mentioned where Morgan Stanley owns 1% or more of a class of common 
equity securities of the companies.  For all other companies mentioned in Morgan Stanley Research, Morgan Stanley may have an investment of less than 1% in securities/instruments or 
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INDUSTRY COVERAGE: Semiconductors

Company (Ticker) Rating (As Of) Price* (09/30/2026)             

Joseph Moore

Advanced Micro Devices (AMD.O)                 E                     (06/09/2024)                   US$611.76

Aeva Technologies Inc (AEVA.O)                 E                     (07/19/2021)                   US$14.04

Allegro Microsystems Inc (ALGM.O)                 O                     (02/13/2026)                   US$36.35

Ambarella Inc (AMBA.O)                 O                     (03/29/2016)                   US$69.51

Amkor Technology Inc (AMKR.O)                 E                     (11/08/2023)                   US$52.38

Analog Devices Inc. (ADI.O)                 O                     (11/16/2023)                   US$396.71

Astera Labs Inc (ALAB.O)                 O                     (05/11/2025)                   US$355.97

Broadcom Inc. (AVGO.O)                 O                     (06/09/2024)                   US$351.19

Cerebras Systems (CBRS.O)                 O                     (06/08/2026)                   US$177.65

GlobalFoundries Inc (GFS.O)                 E                     (10/28/2024)                   US$47.92

Intel Corporation (INTC.O)                 E                     (02/22/2023)                   US$120.23

IonQ Inc (IONQ.N)                 E                     (04/25/2023)                   US$43.86

Marvell Technology Group Ltd (MRVL.O)                 E                     (09/14/2015)                   US$264.21

Microchip Technology Inc. (MCHP.O)                 E                     (07/10/2024)                   US$77.77

Micron Technology Inc. (MU.O)                 O                     (10/06/2025)                   US$1,065.11

Navitas Semiconductor Corp (NVTS.O)                 U                     (04/06/2025)                   US$11.61

NVIDIA Corp. (NVDA.O)                 O                     (03/16/2023)                   US$228.38

NXP Semiconductor NV (NXPI.O)                 O                     (02/11/2025)                   US$237.53

ON Semiconductor Corp. (ON.O)                 ++ US$76.87

Qorvo Inc (QRVO.O)                 E                     (10/28/2025)                   US$114.48

Qualcomm Inc. (QCOM.O)                 E                     (06/24/2026)                   US$184.04

Quantinuum (QNT.O)                 E                     (06/29/2026)                   US$48.06

SanDisk Corporation. (SNDK.O)                 O                     (03/03/2025)                   US$1,739.89

Semtech Corp. (SMTC.O)                 E                     (04/06/2025)                   US$178.35

Silicon Laboratories Inc. (SLAB.O)                 E                     (01/19/2021)                   US$221.58

SiTime Corporation (SITM.O)                 O                     (09/16/2026)                   US$652.03
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Skyworks Solutions Inc (SWKS.O)                 E                     (11/28/2018)                   US$85.48

Texas Instruments (TXN.O)                 U                     (04/13/2020)                   US$280.09

Wolfspeed, INC (WOLF.N)                 NR                     (04/06/2025)                   US$28.13

Lee Simpson

Arm Holdings plc (ARM.O)                 E                     (04/07/2026)                   US$289.66

Cadence Design Systems Inc (CDNS.O)                 O                     (02/14/2024)                   US$330.19

PDF Solutions Inc (PDFS.O)                 O                     (09/08/2026)                   US$51.05

Synopsys Inc. (SNPS.O)                 O                     (09/08/2026)                   US$434.94

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

© 2026 Morgan Stanley
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