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B Further price increases and lean channel inventories keep us constructive on the Zouty t gt
cycle this quarter. T .
B In Europe, we see STMicroelectronics as best positioned for cyclical upside, while TECHNOLOGY - EUROPEAN SEMICONDUCTORS
in North America we prefer ADI and NXP. ﬁ]udrzgfw View in-Line
B We see pricing becoming a more tangible support to the recovery, but look to the A‘:?:::;:?"'"“ TECHNOLOGY SEMICONDUCTORS
Q3 prints for whether this translates into sustainable margin expansion. Industry View Attractive
B M&A across VPD and edge Al were a key theme. This quarter we look for st-:lmzfms
progress on integration and production ramps. Industry View Attractive
B Qur stock in focus is NXP Semiconductor. We like positioning beyond the next
print, with potential upside from improving orders and factory utilisation.
Cyclical recovery to continue. Into the 3Q26 prints, further price increases and lean
channel inventories keep us constructive on the cycle, with industrial leading the
recovery and automotive increasingly participating. In Europe, we see
STMicroelectronics as best positioned for cyclical upside. Its factory automation
exposure underpins our expectation for up to 40% yy industrial revenue growth in
4Q26. In North America, ADI's broadening industrial recovery and NXP's content-led
automotive growth offer differentiated support beyond inventory replenishment. In
Asia, Renesas is benefiting from Al demand spilling over into factory automation and
semiconductor equipment, while Greater China remains more mixed as rising
foundry costs constrain the earnings benefit from higher prices. As in previous
quarters, we expect commentary to focus on order momentum, channel inventories
and the sustainability of above-seasonal growth. But we think the bigger debate is gﬁaaﬂn i‘;g}f\fﬁggfﬂa&i i;f‘:éf;’n‘iﬁfﬁigﬁifiﬁ‘“ii —
around margins. In particular whether higher volumes and firmer pricing deliver the investors should be aware that the firm may have a conflict of
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see vertical power delivery as a high-dollar-content opportunity scaling with each
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rack generation. We continue to see Infineon as best positioned to capture share in
the data center given its full power semiconductor portfolio, though we note
increasing competition. Beyond the data centre, ADI's agreement to acquire Alif and
Microchip's Hailo acquisition highlight a parallel push into edge Al: pairing
established sensing and power capabilities with processing, connectivity and
software. These transactions broaden exposure to industrial automation, robotics
and other physical-Al applications. Into the Q3 prints, we look for progress on
integration and production ramps to gauge how quickly acquired capabilities can
translate into incremental growth.

Stock in focus: NXP Semiconductors. We remain Overweight NXP (PT $338), as we
think cautious sentiment toward Auto overlooks the company's differentiated
growth drivers and improving earnings potential. NXP's Automotive revenue grew
17% y/y in 2Q26 excluding MEMS, driven by content gains rather than restocking.
With Auto OEM and supplier inventories now below histarical medians, we see
potential for emerging supply constraints to prompt earlier replenishment, adding
to NXP's product-driven growth. We also see a more favorable setup into FY27, with
vehicle production expectations beginning to improve and the shift toward SDVs
creating further semiconductor content opportunities. We like NXP's positioning
beyond the next print, with potential upside from improving orders and factory
utilization.

Exhibit 1: Global Analog Risk-Reward Skew
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Our Story in 6 Charts

Exhibit 2: We expect continued growth into 2027 after a strong

recovery...
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Exhibit 3: _.along with gross margins
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Exhibit 5: YTD our Analog Coverage are still up more than 30% on average despite
pulling back from June peaks.
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Exhibit 6: Our Global Analog Coverage OW rated stocks
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Exhibit 7:  Our Global Analog Coverage EW rated stocks
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Exhibit 8: Our Global Analog UW Rated Stocks
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Exhibit 9: Catalysl Calendar
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Exhibit 10: We expect continued growth into 2027, with both our industry and analog

estimates (MSe) up again after a strong 2076 recovery. .
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Exhibit 11: As of 2026, most analog/mcu names are recovering
toward or above their pnor peak..
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Exhibit 13: Our Globhal Analog Revenue forecasts continue to Exhibit 14: __accompanied by continued margin expansion into
see growth tick up to DD%... CY2028.
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3Q26 Cycle: Recovery Ticks Up

Recovery is broadening, but durability and margin conversion are the key
debates. Last quarter reinforced the improving demand trends highlighted in our
2Q26 playbook. Qur checks suggest this should be reflected again at the 3Q26
reporting season as channel inventories remain lean and this quarter has seen our
coverage exercise additional rounds of price hikes. That said we think the debate
continues to center on margins and whether expectations have run too high again.

A reminder of last print: improving fundamentals, but a higher bar for earnings
delivery. The 2Q26 reporting season reinforced the improving demand trends flagged in
our last playbook, with broadening industrial strength and a recovery in automotive.
Cleaner channels, constructive bookings and selectively firmer pricing supported our view
that the upturn was more than a short-lived inventory correction. Margin guidance,
however, did not always meet expectations, particularly in Europe. Into the 3Q26 prints,
we expect the debate to shift from whether the cycle is recovering to how long above-
seasonal growth can persist and how effectively higher volumes translate into
earnings.

Industrial growth to outperform automotive. We expect automotive momentum to
remain positive into 3Q26, supported by China EV/hybrid demand, increasing
semiconductor content, pricing power (espe. MOSFETs, MCUs) and selective
replenishment. In Europe, we see sequential automotive sales growth of 8% at Infineon
and 7% at STMicroelectronics. On the nature of this growth, we are reassured that
companies in our coverage have not spoken to restocking, but continue to expect
automotive growth to lag industrial. We see industrial as the most advanced part of the
recovery. In Europe, for instance, STMicroelectronics’ factory automation exposure
underpins our expectation for industrial revenue growth of 40% yy in 4Q26. We would,
however, distinguish an independent industrial recovery from the spillover of structural
spending. Renesas linked strength in factory automation and semiconductor equipment to
Al/data-centre demand. Into Q3, broader participation beyond these applications would
strengthen the case for a more durable up-cycle.
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Exhibit 15: Automotive and Industrial Commentary
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Exhibit 16: PMIs have been in expansionary territory since
January of this year...

Exhibit 17: ._supporting Industrial recovering faster than auto,
though both remain below prior peaks
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Further price hikes through Q3. STM followed earlier increases with a reported third
round (effective 23 August). In September, management indicated that increases were

now more than offsetting input-cost inflation, leaving overall 2026 pricing broadly flat to
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slightly positive. ADI's reported second adjustment (effective 13 September) also points to
broader repricing, although management subsequently emphasised that the aim was cost
recovery rather than margin expansion. Microchip confirmed increases taking effect
predominantly from mid-August to early September, with only a small initial contribution
expected in the September quarter, while onsemi reiterated at their September analyst
day that a second round was addressing input costs already weighing on profitability.
These developments strengthen our case for pricing support into year-end, but we would
distinguish announced increases from realised portfolio-wide pricing. TI's increases were
expected to phase through September, December and potentially 2027, yet management
described the pricing contribution to their ¢.8% sequential September revenue guide as
almost insignificant relative to units. Greater China remains differentiated: mature-node
supply constraints and rising foundry costs support MCU increases, but incomplete pass-
through continues to limit earnings benefits. Our Greater China team highlighted this
distinction at the last print, with Silergy's Q2 gross margin falling to 47% as they remained
unable to pass through foundry-cost increases in full. Overall, we see pricing becoming a
more tangible support to the recovery, but look to the Q3 prints for whether this
translates into sustainable margin expansion rather than recovery of previously
absorbed costs.

Debate into the quarter: have margin expectations run too high again? Last quarter's
margin disappointments at STM and Infineon reinforce that better demand does not
guarantee share price outperformance. The focus now shifts to sustaining growth beyond
replenishment and converting higher volumes into margins despite persistent input-cost,
mix and capacity-ramp headwinds. We expect a constructive demand backdrop, but not
uniform earnings leverage. The key tests are December guidance relative to seasonality
and a clearer bridge from volume and pricing to sustainable margins.
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3Q26 Theme: M&A activity

Q3 saw M&A pick-up across analog semiconductors, namely spanning both data
centers and physical Al. On data centers we see this concentrated in acquisitions
for Vertical Power Delivery (VPD) while on Physical Al we see this spanning
robotics and autonomous mobility.

Vertical power delivery

Our Europe Semis team lead a server rack model estimating the power semi dollar
content per element. Herein we see the highest dollar content stemming from VRMs in
Vertical Power Delivery in the 2nd Stage of Power Delivery. We have seen a flurry of M+A
activity this quarter globally with companies looking to acquire technology for this
element. In July, ADI closed the $1.5bn acquisition of Empower Semiconductor, adding
integrated voltage regulator (IVR) and silicon-capacitor technology to their portfolio. Also
in the US, Navitas acquired Claros for $233mn, adding vertical power delivery and IVR
technology to extend their portfolio from high-voltage GaN/SiC to the xPU. In Europe
Infineon acquired C2i Semiconductor, adding software-defined multiphase controllers and
smart power stages to their existing IVR portfolio. We continue to view Infineon as the
best positioned to capture the highest share in the data center with the full suite of power
semi solutions, including IVR technology. However, we would note an increasingly
competitive landscape here.

Exhibit 18: IFX VRMs Exhibit 19: Claros IVRs extend Navitas's portfolio from grid-to-
core
+ Navitas + Clares create o complete Grid-to-xPU power platiorm

+ Combining Navitas' GaN and HV & UHY SiC leadership with Claros' VPD & IVR
technology strengthens leodership in Al infrastructure
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Exhibit 20:
VPD M+A activity

Recent M&A Activity in VPD /IVR

Jul 2026
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¢ ADI acquired Empower Semiconductor, adding integrated voltage regulator (IVR)
and silicon-capacitor technology to their portfolio.

Navitas + & )CLAROS o easa
TELHNULGGIES Upto$232.8mn

* Navitas acquired Claros, adding vertical power delivery and IVR technology.

* Extends portfolio from high-voltage GaN/SiC to the xPU.

* Includes = $126 dmn cash and - $89.7mn stock at closing. plus up 1o - $16.7mn contingent stock earmaut bed to milesiones
within two years, Excludes - $28 9mn potential employese perfoimance equity awargs

[ e o
infineon + C2I e
semiconductor Isclos
* Infineon acquired C2i Semiconductor, adding software-defined multiphase

controllers and smart power stages to their existing IVR portfolio.

Source Sorpany dar, Corzan Stankey Eagenrch
Physical Al

Beyond the data center: Edge Al. We see edge Al as an emerging growth opportunity
across our analog coverage, in particular in the US. Companies are pairing their existing
sensing and power portfolios with processing, connectivity and software. ADI's September
agreement to acquire Alif Semiconductor for $1.35bn is a clear example. Our US Semis
team view this as a good strategic fit complementing ADI's analog capabilities across
industrial automation, robotics and digital health by bringing together low-power
microcontrollers and processors with integrated Al acceleration. Also in September,
Microchip acquired Hailo adding dedicated edge-Al accelerators, vision processors and
software to their embedded portfolio. For Onsemi, the proposed Synaptics acquisition
likewise targets the connected-compute gap in their power and sensing portfolio. We see
a broadening development of edge-Al offerings across our analog coverage and into the
Q3 prints we would look for evidence on integration and production ramps.
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Exhibit 21: Edge Al M&A activity

Recent M&A Activity in Edge Al

ANALOG + alif Sep 2026
DEVICES ~\ $1.35bn
* ADI agreed to acquire Alif Sermiconductor, adding low-power microcontrollers

and processors with integrated Al acceleration, complementing ADI's analog
capabilities across industrial automation, robotics and digital health,

Q MicrocHP + HAILO  wois,

* Microchip acquired Hailo. adding dedicated edge-Al accelerators, vision
processors and software to their embedded portfolio.

ource Tomrany data, Yaorgan Stanley kesearch
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OCP: What Was New?

800V timeline in focus. Into OCP, we looked for clarity on the transition and
confirmation that the broader deployment path remained intact. Qur view was that early
expectations had run ahead of deployment, while the subsequent "800V delay” narrative
overstated what had changed. Our reading of NVIDIA's roadmap pointed to Rubin Ultra
retaining 54VDC, with the first clearly BOOV-native racks moving towards Feynman in
2028. Therefore into the event we looked for clarity of the rack timeline, looking for
greater visibility on the later native-rack transition as well as further detail on the
power semi content.

What was new? Importantly, Nvidia confirmed that 800v-native racks are moving
towards Feynman which we think helps clarify the timeline for adoption and mediate the
delay narrative, confirming our expectations outlined in our preview ahead of the event.
Other key points included continued focus on GaN and SiC opportunities across the data
center power architecture, as well as progress in upstream power-conversion and
distribution solutions from companies such as Siemens, Schneider Electric, and Delta. On
networking, our US Telecom and Networking Equipment team viewed the NPO/CPO
updates as less incremental than they expected given the debates were well explored
recently at ECOC. That said, they note updates including CPO reliability improving but
remaining implementation specific, external lasers not as a settled choice and the
pluggables roadmap. Read the team's note: OCP 2026: Still Plenty of Hard Problems to

Solve, But Problems Largely Known,

Exhibit 22: Broader 8000VDC deployment timeline remains Exhibit 23: 800V-native rack delivery now shifted to Feynman

intact
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800 VDC Equipment Readiness
phased path from rack-level power to facility-scale power block D D I
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Find here recordings of the event and presentations that we find interesting below:

e 800 VDC Al Factories: From Architecture Alignment to Industry Deployment

e 800V Data Center DC DC Design Considerations, Topology Comparisons, and
Trade offs

» Powering the Al Rack of the Future A Scalable 800 V DC Sidecar Architecture

« +-400V 800V On Board Power Delivery Reguirements
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Europe Semiconductors

STMicroelectronics: OW, PT €65 STM's communication has often been a stumbling block
for the shares. This time, however, we think Q2's margin miss has lowered the bar for a
positive reaction to an in-line result. Our investor conversations suggest that the longer-
term structural tailwinds are relatively well understood, while a stronger-than-expected
cyclical recovery could still drive upside to near-term earnings. We expect industrial and
automotive sales to grow 28% and 11% yy respectively this quarter, supported by lean
channel inventories and an improving pricing environment.

Infineon Technologies: EW, PT €65 Into the FY4Q26 print, our investor conversations
continue to flag the FY27 data centre guide as the key focus. Management spoke last
quarter to raising the current €2.5bn guide "materially” at Q4. We now model €3.6bn of
FY27 data centre sales, including €600mn from the CPU server opportunity spanning
general-purpose and cloud servers alongside agentic orchestration racks. We continue to
like Infineon's data centre exposure and see the stock as the cleanest data centre
beneficiary in power semis. That said, we still do not expect the FY27 data centre guide in
November to meet bulls' expectations: our conversations suggest many investors are
looking for >€4bn of data centre sales, including >€1bn from CPU. We would therefore
not lean heavily into the print, despite continuing to view the stock as a data centre
beneficiary.

Melexis: EW, PT €65 We remain EW Melexis into the quarter as while we expect the
company to benefit from cyclical recovery, growth continues to lag peers. To turn more
positive we would need to see (i) a de-risk of China competition that means the growth
profile meaningfully improves and (ii) tangible evidence from humanoids. That said, we
expect the company to print an in-line quarter with sales coming in at €224mn, in-line with
consensus and the mid-point of the guide. We see the company guiding to 4Q26 sales at
€229mn which all in sets FY26 sales at €873mn, implying 4% yy growth, up from the 35
and 10% declines in FY24/25 respectively but lagging analog peers.

North America Semiconductors

We remain constructive on our US analog coverage, as we see signs of emerging supply
shartages and improving pricing power that could more than offset input cost inflation
heading into 2027, alongside structural tailwinds from growth drivers such as 800V Al
power architectures. Industrial demand continues to strengthen as customers replenish
inventory, while automotive remains steady, but has yet to see meaningful restocking.

While the recovery continues to broaden across end markets, we see a mixed setup
heading into earnings, as expectations already reflect generally good results, and while
demand remains healthy, we haven't seen another step-up in momentum like we did in 1Q.
As such, we expect solid results across our coverage, though these may not be enough on
their own to drive a meaningful change in investor sentiment. Instead, we see commentary
on customer pricing negotiations and emerging supply constraints heading into 2027 as

more important potential catalysts for renewed investor interest. With analog stocks
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having pulled back despite improving fundamentals, we remain constructive on the
broader recovery, but think further evidence of acceleration could help bring allocation
back to the group.

Texas Instruments: UW, PT $255 We expect another strong, above-seasonal quarter for
Tl, supported by improving Industrial demand and sustained strength in data center
power. While we see further earnings upside as factory utilization improves and pricing
begins to recover, we concede that our UW case is becoming less compelling. That said,
our 2027 EPS remains below consensus, and stronger demand could prompt higher capex,
potentially delaying the FCF recovery.

Greater China Semiconductors

Yangjie Technology: OW, PT Rmb136 We remain constructive on Yangjie, supported by
robust demand across EV, Al, energy storage and industrial applications. Automotive
remains a key growth driver, benefiting from rising EV penetration, domestic substitution
and continued SiC adoption. Meanwhile, praduct mix upgrades, lean manufacturing and
disciplined cost controls should support margin resilience despite raw material cost
pressures. We believe the company remains on track to deliver its full-year targets, while
the recent share price correction offers an attractive entry point, with valuation below its
historical trading range.

SICC: OW, PT Rmn127.1 We see SICC as a key beneficiary of downstream SiC device
manufacturers' migration from 6-inch to 8-inch wafers, given its technological advantages
and competitive positioning in 8-inch substrates. However, we remain cautious on the
industry supply-demand balance, as persistent substrate oversupply could limit pricing
power and earnings upside. We view flat 8-inch substrate pricing in 2027 as a bull-case
scenario, while our base case assumes a further 5-10% price decline. Therefore we prefer

market share gainer and technology leader.

Innoscience: EW, PT HK$60 We see GaN adoption in low-voltage (0.8-12V) applications
as the key catalyst for Innascience's next leg of growth, potentially unlocking a sizable
addressable market. However, we believe meaningful commercialization and earnings
contribution are unlikely before 2028 at the earliest, leaving a relatively long gap between
the technology opportunity and financial delivery. While we acknowledge Innoscience's
long-term growth potential, we see limited urgency to position for a 2028 investment
thesis today, given the lack of near-term earnings catalysts and commercialization
uncertainties. We therefore maintain our Equal-weight rating.
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Stock In Focus: NXP Semiconductor

We are Overweight NXP, PT $338. We continue to favor NXP for its Automotive product
cycles, margin expansion potential and attractive relative valuation. Automotive revenue
grew 17% y/y in 2Q26 excluding MEMS, with accelerated growth drivers up 22% y/y. With
growth driven by design-win ramps rather than restocking, we think NXP is well

positioned to continue outgrowing vehicle production.

Cautious Auto sentiment could present an opportunity. Investor expectations remain
subdued, but Auto OEM and supplier inventories have both fallen below historical
medians, with Western Tier 1s still ordering hand-to-mouth. We haven't seen broad
restocking, but emerging semiconductor supply constraints could encourage customers to
secure inventory earlier. GM's recently announced $4.5bn supplier inventory financing
program also points to greater attention on supply security. We think a shift in ordering
behavior could provide upside that investors aren't currently counting on.

FY27 Auto outlook improving. S&P Global's October forecast implies 0.8% global light-
vehicle production growth in FY27, up from 0.4% in September, while our Autos team is
more constructive on EV demand next year. The team also expects SDVs to shift more
value from traditional parts suppliers toward semiconductors and software. With
adoption expected to extend beyond BEVs, we see continued opportunities for NXP to
grow semiconductor content even against modest vehicle production.

Into the 3Q26 print. We model revenue of $3.76bn, GM% of 58.7% and EPS of $4.15,
broadly in-line with NXP's guidance of $3.75bn/58 5%/$4.11 at the midpoint. We aren't
relying on a quarterly beat to make our OW case. Instead, we'll focus on whether mgmt
sees any change in Western Tier 1 ordering patterns or lead times heading into FY27. While
early signs of restocking would provide upside, we think continued Automotive growth
and improving factory utilization should support further earnings recovery.

Exhibit 24: NXP has met its prior peak as of 2Q, driven by Exhibit 25: __where auto MCU remains broadly on an upward
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Exhibit 26: While FY27 LVP growth estimates are lower than
when we came into the year, October saw an upward revision

GLOBAL IDEA

Exhibit 27: MSe global auto expects stronger BEV growth in
2027 vs 2026
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(by forecast month. mn ums)

— Y 26 (mn) FY27 mn)  —e—Imphed FY27 YIY (RHS)

9%
- 16% 1.4% 16% 5% e
1.0%
08% 0a% 08%
* 04% 04% %
93
L] Ha o%
“ TR . o
# o R gt gllh %)
90
(2%
BY
(3%)
Jan Feb Mar Apr May Jun Jul HAug Sep Oct

Souree SEP Glotal MorganSlaley Hescaet,

Exhibit 28: Auto OEM DOI fell 3 days g/g, now below the
historical median of 56 days. Trailing 4Q average declined from
last quarter...
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Exhibit 29: . .with Auto Supplier DOl also falling 3 days g/g and
now below the historical median. Trailing 4Q average declined.
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