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Thoughts on Potential MRVL
LITE Deal Report
What was reported. Wednesday after market, Bloomberg reported that Ma
potentially near a deal to acquire Lumentum. According to the unconfirmed
a final agreement has not been reached, but timing of any potential deal cou
place as early as next week. Given LITE's $90bn+ market cap, if consummat
proposed acquisition could be one of the 10 largest tech deals ever. Neither
company has made any public statements and we have no knowledge of any
beyond public statements.  

From LITE's Perspective (from Meta Marshall)

An acquisition could validate company messaging around optics growing
and ongoing competitive advantages LITE has had, particularly as we mo
towards CPO. LITE has been the poster child for optics growing role in AI, w
meaningful share in the optical componentry as a part of scale-out, scale-ac
eventual share in scale-up. Given their share, tightness of the InP market, an
higher margin product introductions like OCS,  they have been able to mone
demand with rapidly growing gross margins (gross margins expected to be u
2000+ bps in the last 8 quarters). The company has also noted recently tha
are sold out through 2028, indicating they have likely sold the last of their 
capacity in the Greensboro facility they are opening in 2028. We would con
potential acquisition as a very bullish signal for CPO. 

However, LITE is already trading well above historical valuation and com
acquisitions. LITE is up 900%+ since the beginning of 2025, with the stock 
currently trading at 30x LTM rev, 15x NTM rev and 40x NTM P/E (15x+ bullis
buyside 2028 P/E). While valuation is reflective of positioning and opportun
gross margins the company is commanding are well north of historicals, call
question eventual normalization if market comes into equilibrium (either fro
Chinese competition, more of the eventual scale-up / scale-in opportunity g
VCSELs). Trading at $90bn+ market cap today, any hypothetical acquisition
premium would be essentially larger than any historical optical deal.

Thoughts on LITE  / COHR stocks: LITE and COHR both report FQ1 earnin
week.  AI capex names have been seeing more limited upside on earnings giv
elevated expectations, a feeling that had translated towards our view on LIT
COHR ahead of the prints. We have been more biased towards LITE with th
thought that they at least had an announcement about NPO and OCS scalin
could make the buyside more optimistic on gross margins (along with more
demonstrated traction). If an acquisition of LITE were to transpire, we woul
as  a positive given significant InP assets. 
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Exhibit 1: Past Optical Acquisition Comparables

Announced Closed Acquirer Target EV ($M)
EV / LTM 

Rev

EV / LTM 

EBITDA

Dec-25 Feb-26 Marvell Celestial AI 3,250 N/A N/A

Sep-25 Oct-25 Ciena Nubis Communications 270 N/A N/A

Oct-23 Nov-23 Lumentum Cloud Light 750 3.8x N/A

Nov-21 Aug-22 Lumentum NeoPhotonics 815 2.9x N/A

Feb-21 Jul-22 II-VI Coherent 6,600 5.3x 58.1x

Jul-19 Mar-21 Cisco Acacia Communications 4,606 11.0x NM

Dec-18 Feb-19 Cisco Luxtera 660 N/A N/A

Nov-18 Sep-19 II-VI Finisar 2,710 2.1x 35.7x

Mar-18 Dec-18 Lumentum Oclaro 1,427 2.4x 10.0x

Source: Factset, publicly available information. 

From MRVL's Perspective (from Joe Moore)

We see the strategic rationale of a hypothetical LITE acquisition from a 
technology standpoint, but also meaningful tradeoffs, particularly at current 
valuations. Combining Marvell's leadership in optical DSPs and connectivity 
solutions with Lumentum's lasers and photonics would potentially allow Marvell to 
capture more content per optical link while optimizing power, performance and cost 
across the stack. The idea of a combination is particularly interesting as optical 
architectures transition toward NPO/CPO, where tighter integration between 
electrical and optical components becomes increasingly important. Owning more of 
the photonics stack would also provide a hedge against potential DSP content 
erosion or share loss as these architectures evolve. Lumentum would complement 
the Celestial AI acquisition by adding differentiated light sources ahead of its 
expected revenue ramp in 2H FY28, while securing access to increasingly 
constrained InP laser capacity.

However, we see meaningful hurdles to a potential combination. Marvell's DSP 
customers include optical module manufacturers that compete directly with 
Lumentum, potentially compromising the supplier neutrality that has been 
important to Marvell's success. We see this as a significant potential conflict that 
could put existing DSP business at risk. Lumentum also introduces a more capital 
intensive and cyclical manufacturing model, with gross margins heavily influenced 
by fab utilization, product mix and pricing, and below Marvell's longer term targets. 
With optical demand and pricing exceptionally strong today, we question the 
attractiveness of pursuing such a large acquisition at potentially peak cyclical 
conditions, particularly given the substantial stock consideration likely required. We 
also wonder how much of the technology and supply chain benefits could be 
achieved through partnerships and joint development at a fraction of the cost.

Thoughts on MRVL stock: We remain enthusiastic about Marvell's opportunities in 
scale up optics, scale out connectivity and custom silicon, and expect the company 
to deliver strong growth. However, our EW rating reflects elevated valuation and 
already ambitious growth expectations, leaving limited room for execution missteps. 
A transaction of this magnitude would introduce additional integration, margin and 
dilution risks at a time when Marvell already has substantial organic growth 
opportunities ahead. While we appreciate the strategic rationale, we would need to 
see a compelling case for incremental earnings power beyond what Marvell can 
achieve independently.
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Exhibit 2: MRVL M&A History
Announcement date Acquisition Target Purchase Price ($mm) Cash ($mm) Stock & other ($mm)

Jun-06 Intel comms / XScale $606 $606 –
Nov-17 Cavium $6,162 $2,830 $3,331

May-19 Aquantia $502 $487 $16

May-19 Avera (GF ASIC) $594 $594 –
Oct-20 Inphi $9,918 $3,673 $6,244

Aug-21 Innovium $1,004 – $1,004

Dec-25 Celestial AI $3,534 $1,276 $2,258

Jan-26 XConn $469 $272 $197

Source: Company data, Morgan Stanley Research

Exhibit 3: Select MRVL / LITE Partnerships
Date Milestone

Aug-23 Orion 800G coherent DSP collaboration

Sep-24 800G ZR/ZR+ interop over 500km

Mar-25 400G/lane optical transmitter (OFC 2025)

Mar-26 Optical circuit switching demo (OFC 2026)

Orion 5nm 800G coherent DSP High-performance integrated coherent optics LITE confirmed joint development of 800G pluggables; first 

named two-way program

MRVL contribution LITE contribution Why it matters

Ara 1.6T PAM4, Aquila 1.6T coherent-lite, COLORZ 800 modules R300 optical circuit switch Rack-level MRVL optics + LITE OCS for AI scale-up and scale-

across

Orion DSP / COLORZ 800 modules 800G coherent pluggable modules Industry-first standards-based 800G ZR/ZR+ interop over 

~520km (Coherent also took part)

400G/lane PAM4 electronics (DSP, drivers) at ~225 Gbaud 450G PAM4 InP DFB-MZI laser / modulator Co-developed live demo; path to next-gen 3.2T AI transceivers

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

                        Coherent Corp (COHR.N)                    

~28x Base FY28e EPS (~$13.3). Multiple trades at premium to historical trading range given 
AI exposure, trading more in-line with AI comps.

                        Risks to Upside                    

n Pricing increases help gross margins
n 1.6T AI opportunity ramps faster than expected, benefitting margins
n Recovery in non-datacomm portions of business
n CPO / NPO ramps quicker than expected

                        Risks to Downside                    

n CPO / NPO delayed
n AI build out pause
n Competitive pressures in datacomm

                        Lumentum Holdings Inc (LITE.O)                    

25x CY28 P/E of ~$40. ~25x is a premium to historical trading range given AI growth outlook

                        Risks to Upside                    

n Datacom ramps and revenue mix more attractive vs. expectations
n OCS ramps quickly, bringing additional revenue / profitability source
n AI demand remains strong, causing EML business to outperform and drive profitability
n CPO / NPO ramp faster than expected

                        Risks to Downside                    

                        
                    

n EML pricing falls given oversupply on reduced AI demand
n CW takes share from EML
n Cloud Light hurts ability to improve margins
n Pushout in CPO timing

                        Marvell Technology Group Ltd (MRVL.O)                    

~46X CY27e Base Case MW EPS $6.54, a premium to high growth AI semis

                        Risks to Upside                    

n AI opportunities (Inphi optical businesses) realize earlier than expected
n Cloud custom silicon projects are larger than expected
n The storage market recovers

                        Risks to Downside                    

n AI opportunities are smaller than expected
n The strength we estimate for Storage and Networking surprise to the downside
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n Enterprise DC and Networking continue to weigh on results
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Morgan Stanley and its affiliates do business that relates to companies/instruments covered in Morgan Stanley Research, including market making, providing liquidity, fund management, 
commercial banking, extension of credit, investment services and investment banking. Morgan Stanley sells to and buys from customers the securities/instruments of companies covered in 
Morgan Stanley Research on a principal basis. Morgan Stanley may have a position in the debt of the Company or instruments discussed in this report. Morgan Stanley trades or may trade 
as principal in the debt securities (or in related derivatives) that are the subject of the debt research report.
Certain disclosures listed above are also for compliance with applicable regulations in non-US jurisdictions.

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

Global Stock Ratings Distribution
(as of 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)



M  Update

8



M  Update

Morgan Stanley Research 9

Important Disclosures for Morgan Stanley Smith Barney LLC Customers
Important disclosures regarding any material conflict of interest that can reasonably be expected to have influenced Morgan Stanley Smith Barney LLC's choice of a third-party research provider 
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Each Morgan Stanley research report is reviewed and approved on behalf of Morgan Stanley Smith Barney LLC. This review and approval is conducted by the same person who reviews the 
research report on behalf of Morgan Stanley. This could create a conflict of interest.
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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.
Morgan Stanley produces an equity research product called a "Tactical Idea." Views contained in a "Tactical Idea" on a particular stock may be contrary to the recommendations or views expressed 
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 
your sales representative or go to Matrix at http://www.morganstanley.com/matrix.
Morgan Stanley Research is provided to our clients through our proprietary research portal on Matrix and also distributed electronically by Morgan Stanley to clients. Certain, but not all, Morgan 
Stanley Research products are also made available to clients through third-party vendors or redistributed to clients through alternate electronic means as a convenience. For access to all 
available Morgan Stanley Research, please contact your sales representative or go to Matrix at http://www.morganstanley.com/matrix.
Any access and/or use of Morgan Stanley Research is subject to Morgan Stanley's Terms of Use (http://www.morganstanley.com/terms.html). By accessing and/or using Morgan Stanley 
Research, you are indicating that you have read and agree to be bound by our Terms of Use (http://www.morganstanley.com/terms.html). In addition you consent to Morgan Stanley processing 
your personal data and using cookies in accordance with our Privacy Policy and our Global Cookies Policy (http://www.morganstanley.com/privacy_pledge.html), including for the purposes of 
setting your preferences and to collect readership data so that we can deliver better and more personalized service and products to you. To find out more information about how Morgan Stanley 
processes personal data, how we use cookies and how to reject cookies see our Privacy Policy and our Global Cookies Policy (http://www.morganstanley.com/privacy_pledge.html). Please use 
the provided link to review the Terms and Conditions and Most Important Terms and Conditions for Morgan Stanley India Company Private Limited (https://www.morganstanley.com/assets/
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INDUSTRY COVERAGE: Telecom & Networking Equipment

Company (Ticker) Rating (As Of) Price* (10/28/2026)             

Meta A Marshall

Arista Networks (ANET.N)                 O                     (10/31/2023)                   $186.72

Axon Enterprise Inc (AXON.O)                 O                     (12/03/2024)                   $423.17

Ciena Corporation (CIEN.N)                 E                     (10/10/2025)                   $363.21

Cisco Systems Inc (CSCO.O)                 O                     (04/08/2024)                   $110.29

Coherent Corp (COHR.N)                 E                     (12/13/2023)                   $239.59

Corning Inc (GLW.N)                 E                     (06/13/2024)                   $131.20

F5 Inc (FFIV.O)                 E                     (04/12/2022)                   $365.53

Keysight Technologies Inc (KEYS.N)                 O                     (07/13/2026)                   $335.50

Lumentum Holdings Inc (LITE.O)                 E                     (05/12/2021)                   $913.95

Motorola Solutions Inc (MSI.N)                 O                     (12/17/2025)                   $483.39

Zebra Technologies Corporation (ZBRA.O)                 E                     (12/02/2024)                   $384.70

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

INDUSTRY COVERAGE: Semiconductors

Company (Ticker) Rating (As Of) Price* (10/28/2026)             

Ella Tulchinsky

Infleqtion, Inc. (INFQ.N)                 E                     (10/15/2026)                   $9.63

Xanadu Quantum Technologies Limited (XNDU.O)                 E                     (10/15/2026)                   $3.21

Joseph Moore

Advanced Micro Devices (AMD.O)                 E                     (06/09/2024)                   $578.44

Aeva Technologies Inc (AEVA.O)                 E                     (07/19/2021)                   $10.69

Allegro Microsystems Inc (ALGM.O)                 O                     (02/13/2026)                   $35.37



M  Update

12

Ambarella Inc (AMBA.O)                 O                     (03/29/2016)                   $66.27

Amkor Technology Inc (AMKR.O)                 E                     (11/08/2023)                   $42.21

Analog Devices Inc. (ADI.O)                 O                     (11/16/2023)                   $428.27

Astera Labs Inc (ALAB.O)                 O                     (05/11/2025)                   $297.20

Broadcom Inc. (AVGO.O)                 O                     (06/09/2024)                   $351.81

Cerebras Systems (CBRS.O)                 O                     (06/08/2026)                   $112.56

GlobalFoundries Inc (GFS.O)                 E                     (10/28/2024)                   $46.11

Intel Corporation (INTC.O)                 E                     (02/22/2023)                   $95.53

IonQ Inc (IONQ.N)                 E                     (04/25/2023)                   $32.43

Marvell Technology Group Ltd (MRVL.O)                 E                     (09/14/2015)                   $251.65

Microchip Technology Inc. (MCHP.O)                 E                     (07/10/2024)                   $79.63

Micron Technology Inc. (MU.O)                 O                     (10/06/2025)                   $983.23

Navitas Semiconductor Corp (NVTS.O)                 U                     (04/06/2025)                   $9.36

NVIDIA Corp. (NVDA.O)                 O                     (03/16/2023)                   $215.38

NXP Semiconductor NV (NXPI.O)                 O                     (02/11/2025)                   $251.69

ON Semiconductor Corp. (ON.O)                 ++ $75.63

Qualcomm Inc. (QCOM.O)                 E                     (06/24/2026)                   $182.97

Quantinuum (QNT.O)                 O                     (10/15/2026)                   $38.33

SanDisk Corporation. (SNDK.O)                 O                     (03/03/2025)                   $1,404.77

Semtech Corp. (SMTC.O)                 E                     (04/06/2025)                   $146.97

Silicon Laboratories Inc. (SLAB.O)                 E                     (01/19/2021)                   $221.76

SiTime Corporation (SITM.O)                 O                     (09/16/2026)                   $501.18

Skyworks Solutions Inc (SWKS.O)                 E                     (11/28/2018)                   $87.23

Texas Instruments (TXN.O)                 U                     (04/13/2020)                   $309.83

Wolfspeed, INC (WOLF.N)                 NR                     (04/06/2025)                   $26.64

Lee Simpson

Arm Holdings plc (ARM.O)                 E                     (04/07/2026)                   $235.90

Cadence Design Systems Inc (CDNS.O)                 O                     (02/14/2024)                   $342.46

PDF Solutions Inc (PDFS.O)                 O                     (09/08/2026)                   $45.49

Synopsys Inc. (SNPS.O)                 O                     (09/08/2026)                   $481.89

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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