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E-mail 주소는 blind 로 나가기때문에 공유가 되지는 

않습니다.  혹시 개인 메일주소를 원하시면 저에게 

알려주시면 update 하도록 하겠습니다. 그리고 Newsletter 

distribution 을 원치않으시면, 알려주시기 바랍니다. 

2 월에는 Roundtable discussion web-based 미팅을 가지려고 

합니다.  소수의 인원으로 pilot meeting 을 시작하여 현실성을 

check 한후, roll out 을 계획하고 있습니다. 월별 activity 내용은 

웹사이트(announcement)를 참조하시기 바랍니다. 

Linkedin 에 KASASV 를 officially launch 했습니다. 많은 관심 

부탁드립니다. 

저희는 미국 Internal Revenue Code 501(c)(3)에 의거하여 

Federal Income tax exemption 을 받은 비영리단체로 

donation/협찬으로 운영이 되고 있습 니다. 관심이 있으시면 저희 

웹사이트 Partners tab 을 보시면 좀 더 자세히 보실수 있습니다.  

– 사이먼 리 드림/협회 상근임원 
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KLA sees advanced packaging revenue rising mid- to high teens in 

2026 as AI demand boosts process control 

Jan 29, 2026 AI-Generated Earnings Calls Insights 

         누구도 내려가는 길을 피할 수 없다 

저의 불안은, 제가 이미 내려가는 길에 들어선 게 

아닌가 하는 데서 온 것이었습니다.  상승곡선이 

끝나 스러질까 봐 두려웠던 겁니다.  일하고 

좌절하고 환호하고 고민했던 일터를 그런 

마음으로 떠났고 돌아본 거에요.  돌아본다는 

것은 생각하고 또 생각하는 일이었고, 한 생각을 

지우고 새로운 생각을 받아들이는 것이었으며, 

앞서 든 생각을 부정하고 새로 찾아온 생각에 

저를 열어놓는 일이었습니다.  마침내 저는 더 

이상 부정할 수 없는 한 가지 생각에 닿았습니다.  

내려가는 길에 들어섰다는 것, 그 후의 시간은 

아마도 이전의 시간과 같지 않을 것이란 명징한 

자각이 제게 왔습니다.  네, ‘자각’! 도전이난 

문제를 앞에 두고 있을 때 해결의 시작은 

‘자각’이라는 걸 압니다.  혹은 ‘받아들이는 

것’이라고 할 수 있겠죠. 그 누구도 내려가는 

길을 피할 수 없다는 걸 깨닫고 나니 마음이 

편해지더군요.  어려움을 겪을 때 가장 큰 위로는 

나만 그런게 아니라는 걸 알때가 아니던가요?  

왕성하게 활동하며 성취하는 시절이 있는가 하면 

다른 성질의 시간도 있다는 것.  내려가는 길을 

피할 수 없다면 그 시간 또한 잘보내야겠다는 

생각이 드는 겁니다.  질문이 달라졌고 저는 

어느새 그 길을 새롭게 받아들이고 있습니다.  

적어도 반생 정도를 살고 나면 그때부터의 

결정은 유리한가 불리한가 외에 자신이 

납득할 수 있는 결정을 해야 한다는 겁니다.  – 

‘내가 가진 것을 원하게 하라’ 에서  

                          

http://www.kasainsv.com/


Earnings Call Insights: KLA Corporation (KLAC) Q2 2026 

 

Management View 

• CEO Richard Wallace highlighted that for 2025, KLA delivered 17% revenue growth to $12.745 billion, 

with process control systems revenue up 19% and service business up 15%. He stated, "Earnings per 

share grew 29% year-over-year, demonstrating the strong leverage in our model, and KLA maintained 

industry-leading gross margins and operating margins of 62.8% and 43.6%, respectively." Wallace also 

noted, "AI remains a core driver of KLA's performance and a key factor in our growing industry 

leadership." 

• Wallace reported that advanced packaging revenue reached approximately $950 million in 2025, 

representing over 70% year-over-year growth, and projected that "as we look forward to calendar 2026, 

we expect this momentum to continue with year-over-year percentage growth expectations in the mid- 

to high teens." 

• He emphasized, "Quarterly free cash flow was a record $1.26 billion. Total capital returned in the 

December quarter was $797 million, comprised of $548 million in share repurchase and $250 million 

in dividends." 

• CFO Bren Higgins stated, "Revenue was $3.3 billion, above the guidance midpoint of $3.225 billion. 

Non-GAAP diluted EPS was $8.85 and GAAP diluted EPS was $8.68, each above the midpoint of the 

respective guidance ranges. Gross margin was 62.6%, 60 basis points above the midpoint of guidance 

due to stronger-than-modeled service performance and manufacturing efficiencies." 

• Higgins noted, "The company had 132 million diluted weighted average shares outstanding for the 

quarter." 

Outlook 

• Higgins projected, "The industry outlook for 2026 has strengthened over the past few months. We 

expect the core WFE market to grow in the high single to low double digits, reaching the low $120 

billion range, up from approximately $110 billion in 2025." 

• He added, "We expect the advanced packaging component of the market to grow at a similar rate to 

approximately $12 billion for a total market forecast in the mid-$130 billion range." 

• March quarter revenue was guided at $3.35 billion, plus or minus $150 million, with foundry/logic 

revenue forecasted to be approximately 60% and memory approximately 40% of semiconductor process 

control systems revenue. Within memory, DRAM is expected to be roughly 85% and NAND the 

remaining 15%. 

• Gross margin for the March quarter is forecasted to be 61.75%, plus or minus 1 percentage point, with 

calendar 2026 gross margins expected to be approximately 62%, plus or minus 50 basis points. 

• Non-GAAP diluted EPS for the March quarter is expected to be $9.08 plus or minus $0.78. 

Financial Results 

• KLA reported December quarter revenue of $3.3 billion and non-GAAP diluted EPS of $8.85. GAAP 

diluted EPS was $8.68. 

• Gross margin for the quarter was 62.6%. Operating expenses were $653 million, including $384 million 

in R&D and $269 million in SG&A. Operating margin was 42.8%. 



• Quarterly free cash flow was $1.26 billion, and cash flow from operations was $1.37 billion. 

• KLA ended the quarter with $5.2 billion in total cash, cash equivalents and marketable securities, and 

$5.9 billion in debt. 

Q&A 

• Vivek Arya, BofA Securities: Asked about the disconnect between KLA's WFE growth view and peers, 

and about China and supply constraints. Higgins explained differences in WFE segmentation and said, 

"If you look at our forecast, our view on consistent traditional core WFE in 2025, was around 

approximately, and we'll see how people report, but approximately $110 billion and that the advanced 

packaging market, as we look at it, the total market is roughly in that $11 billion range." 

• Arya asked about China WFE and supply constraints. Wallace replied, "Our expectation is that China is 

flattish, maybe slightly positive, modest growth in 2026. It was modestly negative in 2025." 

• Harlan Sur, JPMorgan: Inquired about growth in inspection, patterning, and process control intensity. 

Wallace responded, "Everything about what we're seeing in the build-out for AI...the bigger story is the 

change in intensity around memory has been pretty dramatic." 

• Joseph Quatrochi, Wells Fargo: Asked about supply constraints and gross margin trajectory. Higgins 

said, "The biggest long lead time aspect of our build of material is an optical component." 

• Christopher Muse, Cantor Fitzgerald: Pressed on gross margin progression and DRAM share. Higgins 

said, "Over the course of the rest of this year, I think that margins...would expect gross margins to trend 

north," and Wallace added, "Technologically, there's a lot of reasons to explain why we're seeing higher 

adoption" in DRAM. 

Sentiment Analysis 

• Analysts raised concerns about WFE growth forecasts, China exposure, supply constraints, and gross 

margin pressures, with a neutral to slightly negative tone on growth pacing and conservatism in 

guidance. 

• Management remained confident in prepared remarks and Q&A, frequently referencing strong 

customer demand and momentum, but acknowledged challenges such as supply constraints, pricing 

pressures, and facility readiness, sometimes using hedging language: "We think the memory situation is 

transitory" (Higgins). 

• Compared to the previous quarter, management's tone is more optimistic regarding second-half 

acceleration, but cautious on supply and cost headwinds. Analysts maintained a probing tone, 

particularly around growth differentials and capacity limitations. 

Quarter-over-Quarter Comparison 

• Revenue and EPS improved sequentially, while gross margins and operating margins remained 

industry-leading, but guidance for advanced packaging growth in 2026 was revised from "more than 

20%" to "mid- to high teens". 

• Management highlighted persistent supply constraints, particularly in optics, and an increase in 

DRAM-related costs as new headwinds. 

• Analysts shifted focus to supply chain bottlenecks, gross margin impacts from DRAM pricing, and 

market share in advanced packaging versus the prior quarter's broader interest in China and 

foundry/logic diversification. 



• Management tone was incrementally more confident about second-half 2026 prospects and visibility 

into 2027, while analysts remained skeptical about the pacing of growth and share gains. 

Risks and Concerns 

• Supply constraints in optics and DRAM components are impacting lead times and limiting first-half 

growth potential. 

• Rising costs for DRAM chips are expected to negatively affect gross margins by 75 to 100 basis points in 

2026. 

• Facility readiness among customers is slowing the growth of the advanced packaging market. 

• Management believes these challenges are transitory but expects them to persist through 2026. 

Final Takeaway 

• KLA management emphasized that strong AI-driven demand, continued advanced packaging growth, 

and robust process control intensity are expected to support outperformance and market share gains in 

2026. While guidance for advanced packaging growth was moderated, the company cited persistent 

supply constraints and DRAM cost pressures as near-term headwinds but maintained confidence in 

long-term growth drivers, capital return strategy, and its ability to benefit from secular semiconductor 

trends. 

 

 

Micron: America's Fortress In The Global AI Memory War 

Jan 9, 2026 Dmytro Lebid 

Summary 

• Micron Technology, Inc. is positioned to benefit from the AI supercycle and U.S. digital infrastructure 

expansion, with a Buy rating justified by robust demand and strategic investments. 

• MU's $200 billion U.S. factory expansion aims for a 40% domestic memory share. 

• Micron's financial profile is improving every quarter and demonstrates incredible potential for further 

growth. 

• The article analyzes the competition in the global memory market, highlighting the established leaders 

from South Korea and emerging players from China. 
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Investment Thesis 

AI supercycle and digital infrastructure expansion are driving demand for memory from technology 

companies. Micron Technology, Inc. (MU) has a unique position as a U.S. manufacturer capable of offering 

U.S. data center operators the solutions needed without relying on imports. With demand increasing and 

Micron's capital expenditures including the construction of new factories, the strategic growth is still ahead. 

This article will examine not only the catalysts for the company's growth and its financial profile, as well as the 

competition it faces with the emergence of new players from China. I believe that MU shares still have 

potential, so we can expect to see continued growth in their price in the short and long term. 

Micron's Strategy And Growth Drivers 

Micron Technology is a one-of-a-kind company and a leader in semiconductor manufacturing, focusing on 

solutions for the memory and data storage segment. MU products are the "brains" for processing and storing 

information in modern AI infrastructure architecture. The company operates in three segments: DRAM 

(temporary storage of data required for processing requests on digital devices), NAND (long-term data storage 

in various memory cards, drives, and flash drives), and NOR Flash (providing the fast memory needed to store 

firmware and software in systems and equipment). Every connected digital device, every request, and every 

piece of information processed requires data storage, and that is what Micron's technologies are all about. The 

company is therefore closely linked to the AI boom, with orders for its products directly linked to demand for 

AI services. Its products are currently used in various business units of its customers, from mobile devices and 

data storage to embedded IoT systems and data center computing. Given that memory growth is accelerating 

due to the expansion of AI infrastructure, these strategic developments will be supported by market conditions. 



 

Growing Share of Memory Driven by AI Infrastructure Expansion 

Micron's role will continue to grow in 2026 because it makes superfast HBM3E and HBM4 memory, just 

what's needed for AI accelerators (for example, those with universal chips from Nvidia (NVDA)). Also, it's an 

American company because its main factories are in the U.S. On January 16, 2026, it plans to officially start 

building a new mega-factory in New York State. In total, their production scaling program includes 

investments of up to $200 billion, allowing them to build two factories in Idaho and four in New York. In 

addition, the existing plant in Virginia will be modernized. These production plans are aimed at achieving a 

40% share of total memory consumption in the U.S. economy. 

Considering the current geopolitical agenda, with tensions between the U.S., China, and Russia on the rise 

again, there could be a bunch of new trade protectionist measures. Due to the fact that many manufacturers are 

located abroad, in order to ensure the competitiveness of the technology sector and AI infrastructure of the 

U.S. economy, there is a need for a local manufacturer capable of producing memory solutions on a large scale. 

Doing so would protect the U.S. from losing access to important technologies possessed by MU. 

Competition In The Memory Market 

Like many AI-related industries, memory is a highly consolidated market. There are essentially 3 major players 

in the global market: two South Korean companies, Samsung Electronics (SSNLF) and SK hynix (HXSC.F), and 

Micron. The undisputed leader is Samsung Electronics because it has the largest production facilities, enabling 

it to operate in all areas ((DRAM, NAND, and SSD)). SK hynix is battling Micron for the position of second 

player, as it is the leader in the High Bandwidth Memory, or HBM, sector. Their technology is in high demand 

from AI accelerators. 



 

3Q25 DRAM Supplier Revenue Ranking 

But there are other players in the NAND segment that make the competition less intense. This includes the 

Japanese company Kioxia (specializing exclusively in this segment), the American manufacturer Western 

Digital (cooperating with Kioxia in the form of joint factories and offering solutions for the SSD market), and 

SK Hynix's subsidiary Solidigm. The latter is a former Intel division that specializes in the production of 

enterprise SSDs used in data centers. 

 

NAND Industry & KIOXIA Focus 

As the main trend for Micron in 2026 is HBM3E and HBM4 memory, the company's competition is with 

Samsung and SK hynix. Here, though, Samsung isn't the leader, but SK hynix, since they've got a key 



partnership with Nvidia (NVDA) that lets them supply most of the tech. The unique advantage Micron has over 

its South Korean competitors is its focus on energy efficiency. Its HBM3E consumes 30% less energy than 

products from other manufacturers. Given the eternal dilemma of power shortages for data centers, a 

competitive advantage like this could be decisive for customers looking to scale their AI infrastructure.  

 

SK Hynix Market Share 

My analysis of competition in the memory market would be incomplete if I did not mention the new players 

from China. They will most likely develop their own unique strategy and focus on implementing a program to 

replace critical technologies in the memory segment for Chinese industry with domestic alternatives. My view 

is that we'll keep seeing a trend where US and South Korean manufacturers lose market share in the Chinese 

domestic market. There are two successful projects in China: YMTC and CXMT. Both of these players specialize 

in their chosen segment. The YMTC is working on the creation of multi-layer NAND memory. According to 

Chinese customers, these solutions are already successful. And the potential for scaling up production will 

make it possible to meet growing demand. The CXMT specializes in DRAM memory. Its solutions are still 

technologically behind, however, due to fairly rapid development, they have the potential to offer competitive 

and modern solutions to the market within the next 1–2 years. Its main advantage so far is the rapid scaling of 

production volumes (an expected 68% by 2025), with plans to capture a global share of around 15% of the 

DRAM market. 

Micron's Financial Profile 

Micron is one of the few AI infrastructure technology companies that has no issues with its financial profile. 

Like the positive momentum and the fact that its actual quarterly results are higher than analysts' consensus 

forecasts (last report showed a positive surprise of 20.71%). And for the next report, EPS growth of 414.27% is 



forecast compared to the same period a year earlier. Over the past 90 days, 25 revisions to EPS and revenue 

forecasts have been made, with 100% of the revisions aimed at raising analysts' estimates. 

 

EPS Surprise & Estimates by Quarter 

In fiscal Q1 2026, revenue increased 21% to $13.6 billion compared to Q4 2025 and 57% compared to Q1 2025. 

DRAM sales revenue increased by 20% (versus Q4 2025) to $10.8 billion, whereas NAND sales revenue 

increased by 22% to $2.7 billion. At the same time, free cash flow once again reached record levels, surpassing 

forecasts by more than 20%. As a result, forecasts have been raised. In particular, growth in demand for DRAM 

and NAND has been increased from 10% to 20%. Capital expenditures for 2026 will be $20 billion instead of 

the previously forecast $18 billion. These changes are driven by the need to scale production more quickly to 

meet growing demand. 

 

Financial Summary 

Risks Of Micron 

As my recommendation for Micron is "Buy," risks associated with this investment idea are directly related to 

threat factors that could affect its performance. During the company's conference call following the 

presentation of its quarterly report for Q1 2026, the management highlighted the risks associated with the 

inability to meet all demand from current customers, continued restrictions on DRAM and NAND supplies in 

the coming 2026, the uncertainty surrounding the impact of new tariffs on future results, and potential delays 

in the construction of clean rooms. 



I think the main risk for investing in MU shares is how long the AI boom supercycle will last. Investors today 

have high expectations for Micron, reflected in its P/E ratio of 31.03x (although the median is 33.38x). 

Therefore, it appears that the price is based on an ideal scenario. Considering the current policies of the Trump 

administration and expectations of further interest rate cuts by the Federal Reserve, it is highly likely that the 

supercycle will continue. Nevertheless, even the slightest deviation from the aforementioned forecasts could 

lead to a significant technical correction in the share price. In Q4, 2025, the market was already showing signs 

of nervousness, as reflected in increased volatility in AI growth stocks. Without any significant threats, I would 

consider any drop in MU shares of more than 10% to be an ideal opportunity to add to the portfolio. 

Conclusion 

As a result, Micron's fundamental analysis shows that its shares are highly attractive for investment. AI 

supercycle will be the main driver of MU's continued share growth. The demand for memory is increasing, as is 

the company's ability to scale its operations. Large-scale infrastructure projects to build new factories in the 

U.S. worth up to $200 billion represent a new level of growth. In my opinion, the strategic potential of Micron 

remains unrealized, although the current share price already reflects the "ideal scenario." All these large-scale 

projects, combined with increased production volumes, could generate tens of times more revenue and profit in 

the future. Given geopolitical factors and the need for the U.S. AI sector to be technologically independent from 

imports, Micron's proposal is more relevant than ever. 

 

 

Taiwan Semiconductor: The Ultimate AI Infrastructure Play With A $358 

Target And +18% Upside 

Jan 6,2026 Sandeep Guupta 

Summary 

• Taiwan Semiconductor Manufacturing Company Limited is the premier AI infrastructure play, offering 

unmatched diversification and technology leadership as the world's dominant semiconductor foundry. 

• Record 2024 results—$90 billion revenue, 59% gross margins, and 36% ROE—validate TSM's 

irreplaceable position in advanced chip manufacturing for Nvidia, AMD, and Apple. 

• TSM's 2nm node and CoWoS packaging expansions are key growth catalysts for 2026–2027, driving 

consensus price targets 20% above current levels. 

• Risks include Taiwan concentration, geopolitical tensions, and margin dilution from overseas fabs, but 

TSM's balance sheet and foundry model provide robust downside protection. 
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Thesis: The Foundry Dominance Premium 

Taiwan Semiconductor Manufacturing Company Limited (TSM) is currently priced at around $325, but 

fundamental analysis indicates a fair price of $358 since markets are consistently mispricing three key 

inflection points: First, the 2nm process technology ($30,000 per wafer), as well as strategic pricing increases 

across our entire node portfolio, provides a straightforward path for gross margins to rise by 200-300 basis 

points. Second, the CoWoS packaging capacity will likely grow from 75,000 to 120,000-130,000 wafers/month 

by 2026, resulting in a $15-18 billion (annual revenue) stream at 65-70% gross margins that are largely ignored 

by analysts. And third is customer concentration risk, which has turned upside down to customer lock-in 

economics with design costs of $590 million for 3nm nodes and re-qualification cycles taking up 18-24 months, 

dramatically improving Taiwan Semiconductor's pricing power. 

Why Markets Are Mispricing TSMC: Three Blind Spots 

The change from current price to fair value is due to three key industry inefficiencies. The Wall Street models 

extrapolate Taiwan Semiconductor's 57-59% gross margins as a mature steady state, missing that each new 

process node now commands exponentially higher pricing power. 

Margin Trajectory Versus Historical Patterns 

According to industry reports, 2nm wafer costs have increased by around 10-20% compared to 3nm, and the 

resulting price is expected to be around $30,000 (N3P at ~$27,000). But Taiwan Semiconductor is raising its 

own 3nm rates, retaining high pricing power across the entire range, and closing the price gap with it to 

encourage gradual declines in favor of the new technology. 

The analysis projects gross margins expanding from the current 59% to 61-62% by Q4 2026 as 2nm revenue 

mix reaches 30-35% of wafer revenue. This alone justifies a 12-15% valuation premium over current multiples, 

adding $35-45 to fair value. 



 

Self=Made 

CoWoS as a Hidden High-Margin Business 

Advanced packaging is underappreciated in equity research, but it is also responsible for the company's fastest-

growing and highest-margin segment. Based on channel checks with equipment manufacturers such as Applied 

Materials, Inc. (AMAT) and ASML Holdings N.V. (ASLM), as well as capacity analysis, the current 75K/month 

CoWoS capacity represents an $8-9 billion annual revenue opportunity. The 2026 target capacity of 120,000-

130,000 wafers per month is worth $15-18 billion in annual revenue. Advanced packaging has gross margins of 

65-70% relative to the blended average of 57-59%, with a significant rise in premium paid for traditional 

assembly operations. A customer purchasing NVIDIA Corporation's (NVDA) Nvidia H200 GPU will need both 

the 5nm logic wafer and CoWoS packaging from Taiwan Semiconductor. This creates a 1.6-1.8x revenue 

multiplier effect on AI accelerator volumes that Street models treat as 1.0x. 

Understanding CoWoS Revenue Translation 

The CoWoS capacity conversion is as follows: 75,000 wafers per month have increased by 12% to 900,000 

wafers/year With advanced packaging representing 7-9% of TSMC's $90 billion 2024 revenue ($6.3-8.1 

billion), this implies revenue of approximately $7,000-9,000 per wafer. 

The target capacity of 120-130k wafers per month as of 2026 would generate $10-12 billion. However, the $15-

18 billion opportunity broadly assumes: 1) premium prices for AI accelerator packages with proportionately 

higher ASPs, (2) gross margins of 65-70% versus the corporate average of 57-59%, and (3) no competition, 

considering that TSMC has a greater market share in advanced packaging. 



 

Self-Made 

Customer Concentration: Risks and Mitigating Factors 

Valuation discounts attributable to a common risk factor were appropriate considering Taiwan 

Semiconductor's revenue concentration (76% of revenue). Customers' prepayments have increased to 

NT$291.1 billion (approximately $9.1 billion). The design-to-fab cycle for high-touch nodes takes 18-24 

months, so change is costly. Samsung Electronics Co., Ltd. (SSNLF) is struggling to get 3nm off the ground, 

Intel Foundry's scaling remains uneven at worst (and far behind Taiwan Semiconductor), and 

GlobalFoundries, Inc. (GFS) has given over its leading-edge manufacturing without strings attached, with no 

strings attached. 

New semiconductor pricing patterns have arisen as a result. For large clients, it's impossible to switch vendors. 

According to industry reports, advanced node design cost estimates have totaled $217 million (7nm), $416 

million (5nm), and $590 million (3nm). Re-qualifying an old design at a new foundry requires too much re-

engineering, new tapeouts, and die yield testing—an activity that takes place over 18 to 24 months and 

contributes a great deal to the original design investment. 

Because Taiwan Semiconductor is in such good shape with CoWoS, there is no way to distinguish (the AI 

product market), as logic wafer diversification was not an option for the longest time. Despite the fact that this 

concentration has resulted in downcycles in key end markets, we see several safeguards, including customer 

prepayments for $9.1 billion, long design cycles, and HPC diversification. 

Independent Valuation Framework: $358 Price Target 



Discounted Cash Flow Analysis 

It assumes 2025 revenue of $100-102 billion based on Taiwan Semiconductor's Q4 2024 revenue of $26.88 

billion (38.8% YoY growth) and management's 30% full-year growth guidance, versus Street consensus of $98-

100 billion. The 2026-2028 compound annual growth rate is projected at 18% versus the consensus 15%, 

reflecting 2nm ramp acceleration. Terminal gross margin reaches 62% by 2027 versus the current consensus of 

59-60%. 

Using a weighted average cost of capital of 8.5% that reflects the Taiwan risk premium plus sector beta and 

terminal growth of 6% representing semiconductor TAM growth plus market share gains, the DCF output 

yields $365 per share intrinsic value. The key sensitivity shows that every 100 bps change in terminal margin 

creates a $40-45 per share value impact. 

Comparable Multiple Analysis 

Rather than comparing TSMC to cyclical semiconductor peers, the comparable multiple analysis benchmarks 

against infrastructure leaders with similar moat characteristics. The Visa Inc. (V) and Mastercard Incorporated 

(MA) payment infrastructure duopoly trades at 28-32x forward earnings. Regulated utilities with stable 

infrastructure trade at 18-22x forward earnings. Microsoft Corporation's (MSFT) Azure cloud infrastructure 

with network effects commands 30-35x forward earnings. 

The target multiple for TSMC of 27-28x forward earnings is justified by 35% EPS growth combined with 

market leadership economics. Applying this multiple to the projected 2026 EPS of $13.20 (based on 18% 

revenue growth to $120 billion, 62% gross margins, and 45% net margins) yields a fair value of $352 per share. 

Sum-of-the-Parts Valuation 

The sum-of-parts valuation breaks Taiwan Semiconductor into business segments by margin profile. The logic 

wafer fab, representing 85% of 2026 revenue, is valued at 25x earnings, contributing $280 per share. Advanced 

packaging CoWoS at 15% of revenue is valued at 35x earnings given SaaS-like margins, contributing $65 per 

share. Geographic diversification optionality from U.S. and Japan fab strategic value adds $10-15 per share. 

The sum-of-parts total reaches $355-360 per share. 

Synthesis: $358 Price Target 

Averaging across three methodologies with 40% weight on DCF as most sensitive to margin assumptions, 40% 

on comparables for market-based reality check, and 20% on sum-of-parts yields a fair value of $358. 

This target assumes no multiple expansion, simply reversion to fundamental value as markets recognize the 

margin trajectory and packaging revenue streams currently being ignored. 
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Catalysts: Why Revaluation Happens in 2025-2026 

Three near-term catalysts will force markets to reprice Taiwan Semiconductor toward intrinsic value. 

2nm Volume Production Begins (Q3 2025) 

The first meaningful 2nm revenue contribution, likely representing 8-10% of the wafer mix, will demonstrate 

the ASP premium modeled. When markets see 2nm generating $2.5-3.0 billion quarterly revenue at 70%+ 

gross margins versus 59% blended, the margin expansion thesis becomes undeniable. Timeline: July-

September 2025. 

CoWoS Capacity Milestone (Q4 2025) 

When TSMC's CoWoS capacity hits 95,000 starts per month from 75,000 today, the revenue inflection will be 

evident. Despite being limited to some estimates (using the new schedules of expansion), this date could be in 

Q4 2025 and involve CoWoS revenues increasing from $2.2 billion per quarter to between $3.5-4.0 billion per 

quarter. 

Intel Foundry Competitive Threat Diminishes (Mid-2025) 

Intel's 18A process entered high-volume manufacturing in late 2025 for internal products, but external 

customer adoption remains limited. Intel Foundry Services reported only $8 million in third-party revenue out 

of $4.2 billion total Q3 2025 revenue. Major potential customers, including Nvidia and AMD, delayed 



commitments, with the company pivoting emphasis toward its 14A node for external customers. Markets 

currently ascribe approximately 10-15% probability to Intel becoming a viable leading-edge competitor by 

2027. As Intel's foundry challenges become clearer through 2025, removing this competitive overhang adds 

$20-30 to Taiwan Semiconductor's valuation. 

Recent Performance Validates Growth Trajectory 

Forward estimates are based on Q4 2024's empirical findings. Revenues hit $26.88 billion, up 38.8% year-on-

year, and easily beat Street expectations. The margin of 59% was a record, bolstering the position of price 

control. Customer prepayments increased by $9.1 billion in 2024; the kind of demand visibility had never been 

seen before. The 3nm rise in 2024 from a standing start to 26% of sales over an 18-month period is as good a 

predictor of future adoption of 2nm as any. Based on historical node migration trends, 2nm would have a 20-

25% revenue mix by Q4 2026, thereby accelerating the margin expansion forecast. 

Technology Leadership Creates Unassailable Moat 

TSMC's 2nm is on track for volume production in Q3 2025, with Apple Inc. (AAPL), AMD, and Nvidia as 

anchor customers. The gap widens further with Taiwan Semiconductor's A16 process at 1.6nm-class scheduled 

for 2026, using backside power delivery, a feature Samsung and Intel won't reach until 2027-2028. This 

creates a perpetual 18–24-month technology lead that sustains pricing power. 

Advanced packaging has become as critical to TSMC's competitive moat as cutting-edge logic nodes. Using the 

company's CoWoS technology, GPU computation units, 3nm/5nm advanced process nodes, HBM memory 

chips, and I/O interface chips can be included in a single system-level package. 

The package is essential for AI accelerators because advanced chips cannot function as AI processors without 

CoWoS integration. TSMC is quickly expanding CoWoS, which now stands at 75,000-80,000 wafers and will 

reach 120,000-130,000 by the end of 2026 

Geopolitical Risk and Geographic Diversification Strategy 

TSMC's Taiwan operations represent the company's most significant operational risk, with approximately 90% 

of the world's most advanced chips manufactured in Taiwan. This has resulted in what industry experts refer to 

as a "silicon shield," where Taiwan's irreplaceable position in producing semiconductors for the world acts as a 

deterrent to future military action but also highlights the country's vulnerability. 

Natural disaster risk exposure transcending national boundaries was demonstrated by devastating earthquakes 

in April 2024 and January 2025. 

Taiwan Semiconductor's response involves expanding geographically but keeping Taiwan as the center of 

technology and research. By Q2 2024, the first Arizona fab based on the 4nm node had reached its highest 

production volume with yields comparable to those of Taiwanese fabs. C.C. Wei, the company's chief executive, 

has long stated that the same quality of manufacturing and reliability could be obtained from factories in 

Arizona as well as Taiwan's plants. 

Second and third factories in Arizona, with designs for even more advanced 3nm, 2nm, and A16 technologies 

based on customer demand, are also on target. The company's push beyond its domestic fabs does not come 

cheap, as CFO Wendell Huang estimates that overseas fab expansion will reduce margins by 2-3% annually 

over the next five years. Despite this headwind, management believes diversification is essential to maintain 

customer confidence and minimize geopolitical risks. 



Risks to Investment Thesis 

Several key risks can have a material effect on the investment case and lower potential returns. 

Geopolitical Catastrophe (5-10% Probability, -80 to -100% Impact) 

A Chinese military attack on Taiwan could bring an end to Taiwan Semiconductor's operations as well. Even 

though they had no economic gain in going to Arizona and Japan, we can safely say that it is an unhedged 

binary risk. Hence, Taiwan Semiconductor exposure must be less than 5% of the total risk. 

2nm Technology Execution Failure (15-20% Probability, -30 to -40% Impact) 

By Q4 2026, the $358 target is largely based on a 2nm revenue mix, with gross margins above 70%. If TMSC 

has yield issues like Samsung's 3nm, the margin expansion thesis would fail. Early warning signs to watch out 

for include 2nm yields in Q3 2025 earnings calls, customer design win announcements, and equipment 

supplier delivery dates. 

AI Demand Slowdown (25-30% Probability, -20 to -25% Impact) 

According to the model, spending on A.I.'s infrastructure will rise by 35-40% each year until at least 2027. This 

means that if hyperscalers—Microsoft, Alphabet, Meta Platforms (META), and Amazon—decide to pull CapEx, 

or Nvidia GPU throughput demand slows down, Taiwan Semiconductor's HPC, which is currently at 51% of 

total revenues, will come under immediate pressure. Nvidia and AMD's quarterly GPU shipment estimates, 

AMD's earnings, hyperscaler cloud CapEx recommendations, and Taiwan Semiconductor's N3/N5 utilization 

as a proxy for AI demand are among the monitoring metrics. Taiwan Semiconductor's exposure to 

smartphones and cars contributes to diversification, but it is not enough to offset AI's significant shortfalls. 

Customer Diversification to Competitors (10-15% Probability, -15 to -20% Impact) 

Intel's foundry or Samsung's yield increases could put Taiwan Semiconductor in jeopardy over the next two 

years. If major customers such as Apple, Nvidia, and AMD are reduced by 20% in volumes by 2027, TSMC's 

pricing power and margins will suffer. Early warning signs to watch out for include Samsung's 3nm yield curve, 

customer wins for Intel 18A, and any customer feedback regarding second-source technologies. 

Overseas Fab Margin Dilution (40-50% Probability, -5 to -8% Impact) 

Arizona and Japan fabs operate at 30-40% cost premiums versus Taiwan due to labor, utilities, and supply 

chain inefficiencies. Management guides to 2-3% annual margin dilution through 2028. If the overseas revenue 

mix exceeds 15-20% faster than anticipated due to customer requirements or Taiwan risk mitigation, margin 

expansion from 2nm and CoWoS gets partially offset. 

This known headwind is already somewhat reflected in conservative terminal margin assumptions of 62% 

versus a theoretical 64-65% if fully Taiwan-based, making it an acceptable risk given the strategic necessity of 

geographic diversification. 

Risk-Adjusted Return Analysis 

Weighting probabilities and impacts yields a total expected downside from risks of approximately 24%. Against 

an 18% base-case upside to $358, risk-adjusted expected return appears challenged at first glance. However, 

this calculation treats all risks as independent when they are correlated and doesn't account for optionality 

from upside surprises, including faster 2nm adoption or Intel’s failure. 



The margin of safety exists in the quality of TSMC's moat and the systematic underestimation of margin 

expansion by consensus models. The investment is appropriate for investors with three-plus-year time 

horizons, the ability to tolerate geopolitical headline volatility, and conviction in sustained AI infrastructure 

growth. 

Conclusion 

Taiwan Semiconductor is a unique combination of market leadership economics, wage increase illusions, and 

systematic market mispricing. The $358 price target incorporates value through the 2nm margin expansion to 

200-300bps by 2027, CoWoS' advanced packaging as a small high-margin growth engine, and customer 

satisfaction. 

TSMC has the highest risk-reward profile among long-term investors looking for AI infrastructure exposure 

without regard to single company or technology risk. Nvidia, AMD, Intel, or custom hyperscale chips don't 

matter for the company, since it shows that selling infrastructure in this way is really a picks-and-shovels game 

with market leadership economics on the side. 

 

ASE Technology Holding – Strategic Update Call Summary 

• Event: Strategic Update / UBS Conference Call 

• Date: December 2, 2025 

• Key Speakers: 

• Yin Chang – Executive VP, Sales & Marketing 

• Kenneth Hsiang – Head of IR & Senior VP 

Executive Overview 

• Yin Chang emphasized that AI is fundamentally reshaping semiconductor value creation, shifting 

industry economics from unit-driven growth to value-per-device expansion. Despite modest unit 

growth, AI accelerators command dramatically higher content, positioning ASE to capture outsized 

value through advanced packaging, power delivery, optics, and thermal solutions. 

• ASE sees advanced packaging as the primary enabler of AI performance beyond Moore’s Law, with 

strong multi-year demand from hyperscale cloud and AI infrastructure investments. 

📈 AI Market & Spend Trends (Yin Chang) 

• Global AI economy projected to grow 25× from $189B (2023) to $4.8T by 2033. 

• Hyperscaler CapEx hit $87B in Q2 2025, with CapEx-to-revenue ratios exceeding 45%. 

• AI spending concentrated in compute first, followed by networking, memory, and power. 

• Since 2024, value growth far exceeds volume growth, benefiting high-value OSAT services. 

🧠 Compute & Memory Challenges (Yin Chang) 

• AI models driving 3–4× annual compute growth, far exceeding Moore’s Law. 

• GPUs moving from 4 → 8 → 16 HBM stacks, dramatically increasing package size (up to 100×100 

mm+). 



• Interposer sizes now exceed 120 mm, creating yield and cost challenges. 

• Advanced packaging enables continued performance scaling when transistor scaling slows. 

📦 Advanced Packaging Strategy – VIPack Platform (Yin Chang) 

• FOCoS & FOCoS-Bridge 

o FOCoS (Fan-Out Chip-on-Substrate): mainstream AI accelerator packaging today. 

o FOCoS-Bridge: silicon bridge solution enabling: 

• Higher I/O density 

• Reduced RDL layers 

• Fine pitch (~130 μm) 

• Enables flexible chiplet architectures (GPU + HBM + I/O). 

• Panel-Level Packaging 

o Large packages reduce wafer utilization to ~57%. 

o ASE demonstrated: 

▪ 300 mm and 600 mm panels, improving utilization to ~87%. 

o Panel FOCoS-Bridge enables scalable production of very large AI modules. 

o Early qualification in 2026; limited revenue late 2026, broader adoption later. 

⚡ Power Delivery Innovation (Yin Chang) 

• AI racks evolving from 10 kW (2020) → 120 kW (2024) → 600 kW+ future. 

• ASE developing vertical voltage regulation (PowerSiP): 

o First & second-stage regulators embedded beneath the package 

o Minimizes distance and power loss 

• Exploring 800V HVDC architectures for data centers using GaN & SiC. 

• Power modules assembled in-house; PMICs typically customer-specified. 

🌐 Optical & CPO (Co-Packaged Optics) Strategy (Yin Chang) 

• Electrical interconnects reaching power and bandwidth limits. 

• ASE investing in photonics integration: 

o Passive & active fiber alignment 

o Chip-on-wafer optical engines 

o Large-format CPO modules (75×75 mm demonstrated) 

• Optical + electrical hybrid systems expected to: 

o Increase bandwidth 

o Reduce power per bit 

• Revenue contribution expected post-2026, aligned with ecosystem readiness. 

❄️ Thermal Management (Yin Chang) 

• GPUs approaching 1,500W, requiring lower operating temperatures. 

• ASE working on: 

o Advanced TIM materials (thermal conductivity ↑ from <10 to ~86) 

o Direct liquid cooling at silicon level (microchannels) 

• Thermal moving from system-level → chip-level, expanding ASE’s value capture. 



📊 LEAP, Testing & Financial Commentary (Kenneth Hsiang) 

Leading-Edge Advanced Packaging (LEAP) 

➢ $1B incremental revenue growth in 2026 vs 2025. 

• Growth led by: 

o Substrate-based packaging 

o Wafer probe & test 

• Full-process ramps (assembly + test) back-end loaded in 2H 2026. 

• LEAP is margin accretive vs IC ATM structural margins. 

Margins 

➢ Structural margin framework: 

o ~24% at ~70% utilization 

o ~30% at ~85% utilization 

➢ LEAP margins above structural ceiling, mix-accretive. 

➢ 2026 margin outlook improving with: 

o Scale 

o Yield learning 

o Reduced FX headwinds 

🧪 Test & Wafer Probe (Kenneth Hsiang) 

• Wafer probe expansion expected to outpace final test in early 2026. 

• Final test exposure for AI accelerators increases late 2026. 

• Test currently ~18–19% of ATM revenue; long-term potential ~30%. 

• ASE well positioned as the largest OSAT with automation advantages. 

🔭 Strategic Positioning (Kenneth Hsiang) 

• ASE prefers disciplined scaling, not over-investing ahead of standards. 

• Panel-level migration depends on ecosystem readiness. 

• Value shifting from monolithic ICs to heterogeneous integration, increasing OSAT content per device. 

• ASE positioned as the system-level integrator between silicon, power, optics, and thermal. 

🔑 Key Takeaways 

• AI drives value-per-package, not unit volume. 

• Advanced packaging is the critical enabler beyond Moore’s Law. 

• FOCoS-Bridge, panel packaging, PowerSiP, and CPO expand ASE’s role. 

• LEAP + Test represent major earnings growth levers into 2026–27. 

• ASE positioned to capture structural margin expansion as AI complexity rises. 

 

Global Semiconductor Market Approaches USD 1 Trillion in 2026 

Dec 2, 2025 WSTS (World Semiconductor Trade Statistics) 



2025: Strong Growth Driven by Logic and Memory; Other Segments Show Gradual Recovery 

Following a stronger-than-expected third quarter, the global semiconductor market is now projected to grow 

22 percent in 2025, reaching USD 772 billion. This represents an upward revision of nearly USD 45 billion 

(about 7 percentage points) compared to the Summer 2025 update. 

 

The upward revision is mainly driven by Logic and Memory, boosted by AI-related applications and continued 

demand in computing and data center infrastructure. Logic is now expected to grow 37 percent (up 8 

percentage points) and Memory 28 percent (up 11 percent points). Other product categories are improving 

after the 2024 down-cycle, but the recovery remains moderate: Sensors +10 percent, Microprocessors +8 

percent and Analog +7 percent and Optoelectronics with +4 percent. The Discretes product segment is 

expected to decline slightly, mainly due to ongoing weakness in automotive applications. 

Regionally, the Americas and Asia Pacific are expected to expand by 25 to 30 percent, reflecting the strength in 

Logic and Memory. Europe is projected to grow 6 percent, while Japan is set to decline by 4 percent. 

2026 Outlook: Continued Global Semiconductor Growth Towards Nearly 1 Trillion USD 

For 2026, WSTS forecasts the global semiconductor market to grow by more than 25 percent, reaching USD 

975 billion. Growth is expected across all regions and product categories. Memory and Logic are again 

projected to lead, both increasing by over 30 percent year over year. Most other product categories are 

expected to continue their gradual recovery, expanding at a more moderate pace. 

Regionally, all major markets are expected to expand. The Americas and Asia Pacific remain the strongest 

contributors, while Europe and Japan are forecast to see low double-digit growth. 

WSTS Forecast Summary 



 

 

Western Digital Vs. Pure Storage: Battle Of Compute Storage 

Jan 5, 2026 Khaveen Investments 

Summary 

• Western Digital leads the highly concentrated HDD market, benefiting from scale, advanced UltraSMR 

technology, and a dominant data center presence post-SanDisk spin-off. 

• Pure Storage excels in all-flash arrays with a dual revenue model and stable subscription growth but 

faces slowing growth and increased competition in a more fragmented market. 

• Both companies have their own unique strengths, but only one trades at attractive price levels to 

provide a decent upside. 

In this analysis, we compare PSTG (PSTG) and WDC (WDC), both of which are strong and reputable players in 

the Storage market, which we break down further to examine their growth drivers and outlook. They also have 

strong market positioning in their respective submarkets and are well-positioned to capitalize on significant 

growth opportunities as data volumes continue to rise, enterprises adopt hybrid cloud solutions, and data 

center expansions continue. That said, we determine which company edges out the other, especially from a 

valuation standpoint, below. 

 

Market Growth Comparison 



To understand the difference in the markets that WDC and PSTG cater to, we illustrate the breakdown of the 

Tech Hardware, Storage and Peripherals subindustry below, focusing on the Storage market and its 

breakdown. 

 

IDC, Market Research Reports, Khaveen Investments 

The Technology Hardware, Storage & Peripherals sub-industry includes computers, servers, storage, and 

peripherals. Tech hardware covers core computing products such as PCs, laptops, servers, motherboards, 

GPUs, monitors, keyboards, and mice, while peripherals consist of printers, scanners, and accessories like 

headsets and webcams. Storage devices like HDDs and SSDs are the individual drives that store data to be used 

inside servers or storage systems. Enterprise storage systems are complete solutions built from these drives 

together with controllers, networking, and management software, designed to run workloads such as databases 

while offering higher performance and easier management than raw drives. The difference between storage 

devices and enterprise storage systems is that devices like HDDs and SSDs are single drives used as 

components, while enterprise systems are full arrays built from many drives with controllers and management 

software. Storage devices are mainly bought by OEMs and cloud providers to build infrastructure, and their 

software is limited to firmware that controls the drive. Enterprise systems use software to manage data across 

all drives with features such as protection, compression, and tiering, making them complete solutions that 

enterprises use for workloads like databases. 

Products such as USB thumb drives, pen drives, memory cards, and portable storage devices fall under 

Peripherals since they are removable accessories rather than core storage devices or enterprise systems. 

Storage market products mainly serve enterprise and data centers, and we believe their growth is driven by 

rising data volumes in cloud and enterprise workloads together with growing enterprise IT spending. For 

Peripherals, we believe growth is supported by the PC market's gaming demand for high-performance 

accessories such as 4K curved monitors and mechanical keyboards. 



The Storage market as a whole is $134.45 billion in 2024 and has a forecast CAGR of 9.9%. Within it, at the 

sub-market level, it is split into Enterprise Storage Systems (ESS) and Storage Devices. ESS is smaller than 

Storage Devices ($33.5 billion vs $100.95 billion) and has a lower CAGR as well (3.9% vs 11.92%), but ESS is 

further broken down into all-flash arrays, hybrid arrays, and HDD-only arrays. The focus for PSTG is all-flash 

arrays, which are the largest ESS segment at $20.48 billion and also have the highest CAGR at 18.28%, 

compared with hybrid arrays at $3.5 billion (15.7% CAGR) and HDD-only arrays at $9.53 billion with a -31.4% 

CAGR. The Storage Devices market consists of HDDs and SSDs, where the market sizes are relatively close at 

$54.15 billion and $46.8 billion, respectively, but the SSD market CAGR is higher at 19.0% vs 5.8% for HDDs. 

Following the restructuring by WDC to spin off SanDisk this year, it is now fully focused on the HDD market. 
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The table shows the two related sub-market segments that PSTG and WDC mainly focus on for comparison. As 

mentioned, AFAs have a higher forecast CAGR based on compiled reports from Future Market Insights and 

Persistence Market Research but remain a smaller market than HDDs. AFAs, however, represent a larger 

portion of their respective sub-market compared to HDDs within Storage Devices. 

The main driver for the higher growth in the AFA market is the shift from traditional HDD arrays to all-flash 

arrays in enterprise settings, as flash memory prices have declined over the past years (until this year), making 

them increasingly attractive compared to HDD arrays while providing high-speed memory with very low 

latency. This enables enterprises to adopt hybrid cloud approaches and run workloads such as AI and analytics 

more reliably. That said, NAND prices have surged this year amid supply constraints, with Kingston claiming 

up to a 246% increase in 2025. This makes HDDs more attractive, as despite HDDs also experiencing higher 

prices this year, the increase has been more modest than the NAND price hikes. 

The main long-term driver for the HDD market, and especially for WDC, is its focus on the data center end 

market. Unlike the consumer market, where the transition to SSDs is strong, HDDs remain the go-to option for 

data centers, which can make up 60–80% of total storage capacity, due to cost considerations. HDDs remain 

the lowest-cost option for storing massive volumes of data and are preferred for backup and archive storage 

solutions in data centers. As the cloud market grows, driven by data volume growth forecast to increase by 21% 

in 2025, this bodes well for demand for WDC’s HDDs in data centers. PSTG has also announced wins to sell 

AFAs into data centers, but we expect HDDs to remain the predominant storage solution for data centers to 

manage cost. 
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Both companies have very different market exposures, and the market dynamics are different. AFAs benefit 

from a clear transition that has been ongoing, with enterprises shifting to AFAs rather than HDDs. PSTG has a 

10-year CAGR of 25.62%, which reflects this clear and ongoing trend that it is capitalizing on. That said, price 

hikes in NAND could pose headwinds to growth. The HDD market, which has traditionally been diversified 

across consumer and enterprise end markets, is now evolving toward data centers as the main end market for 

growth. WDC clearly stands to benefit, as a significant portion (88%) of its revenue comes from the cloud end 

market. The HDD market is also larger than AFAs, which is another positive. To conclude this first section on 

market growth, both PSTG and WDC are uniquely positioned in the strongest areas of their respective sub-

markets, and both companies have a very strong outlook. However, based on the numbers, we place PSTG 

slightly ahead of WDC due to the higher market CAGRs. 

Market Share and Competitive Position 

In the next section, we compare the market share of both companies in their respective segments to understand 

which company has better competitiveness and the ability to sustain it. 
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As seen in the market share charts above, starting with the HDD market, it is dominated by only three 

companies: WDC, which holds a slight lead with a 42% market share, followed by Seagate (STX) and Toshiba 

(TOSBF). The market positions of these companies can be explained by industry dynamics that have involved 

significant M&A activity. This includes WDC’s acquisition of Hitachi GST in 2012, which at the time was one of 

the largest HDD makers with about an 18% market share at that time and ranked third globally, as well as its 

acquisition of SanDisk in 2016, prior to the spin-off. Seagate similarly consolidated its position through 

acquisitions, including Samsung’s HDD business in 2011 and Maxtor in 2006. WDC itself has been a 

longstanding player in the industry since the 1970s and has built massive scale in HDD production over the 

decades. Another key strength of WDC is its UltraSMR technology, which increases storage density by over 



25%, enabling higher-capacity models such as 26TB+ drives, which have become the current industry standard 

for cloud capacity, while lowering cost per gigabyte. WDC also benefits from its 11-platter drive design, which, 

compared to Seagate’s 10-platter design, provides about 15% more capacity per drive by fitting more platters 

into the same form factor. 

In comparison, the all-flash array (AFA) market is also fairly concentrated but has more competitors than the 

HDD market, with key players such as Dell EMC, NetApp, Huawei, and IBM competing alongside PSTG. We 

believe this is because the AFA market is relatively newer and has been growing rapidly amid the shift away 

from HDD-only arrays, attracting more players seeking to capture market share. The largest player is Huawei, 

with approximately 20% market share, having gained share and overtaken Dell in 2023, which now holds 

around 19%. This is followed by PSTG and NetApp, both at about 16%, with PSTG’s market share remaining 

stable. PSTG’s strength is not derived from unique hardware or performance capabilities, as most vendors offer 

similarly high-performing flash arrays. Instead, its advantage comes from the Evergreen subscription model, 

which enables non-disruptive in-place upgrades across both hardware and software generations without costly 

refresh cycles. Competitors such as NetApp and Dell also offer transition programs, but these often involve 

more complex migrations or require new purchases. 
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We believe WDC edges out PSTG in terms of market positioning. WDC’s advantage reflects its long-standing 

presence in the HDD market and the acquisitions that allowed it to consolidate into a larger player, as well as 

expand its production scale and become the leading player in a highly concentrated market that only has major 

rivals. The AFA market is relatively more competitive, with Huawei leading, followed by Dell (DELL), NetApp 

(NTAP), and PSTG closely behind. PSTG’s main differentiator is its Evergreen subscription model, which offers 

continuous in-place upgrades, but its position is less strong compared to WDC’s large-scale advantage in 

HDDs. WDC’s advantages, including UltraSMR technology enabling high-capacity drives as well as its 11-

platter design that provides more capacity per drive compared to Seagate, position it well to continue 

maintaining its lead in the HDD market, or at least, among the top 2 players. The company also plans to 

introduce the first Heat-Assisted Magnetic Recording (HAMR) drives, which could lead to even greater 

capacities of 36 TB or 44 TB, which will likely be attractive to data center customers. 

Revenue Quality and Stability Comparison 

In this section, we compare the two companies in terms of their revenue growth performance track record 

based on their revenue breakdown in the table below. For WDC, we only included HDD revenue following the 

SanDisk spin-off, using revenue data up to its latest quarter, which is Q1 FY2026 (FY ending June), whereas for 

PSTG, its revenues are broken down into Product and Subscription revenues, and we included its revenues up 

to its latest quarter (Q3 FY2026). 



 

Company Data, Khaveen Investments 

Comparing the two companies first in terms of total revenue, WDC generates much higher revenues than 

PSTG, which is unsurprising given the larger HDD market relative to AFAs and WDC’s stronger market 

positioning. WDC does, however, fully rely on product sales of HDD devices, which shows that its revenue 

trends have historically been volatile, as the HDD market itself is highly cyclical. While it has averaged 2.1% 

growth over the past seven years of revenue data, it has seen large swings, such as a nearly 50% increase in 

2024, but also contractions of 21% in 2018 and 30.8% in 2022, highlighting the high volatility of its revenues. 

In comparison, PSTG’s business model is different, as it not only sells storage solution hardware but also offers 

subscription services, resulting in a dual revenue stream. Its revenue growth in the Product segment has an 

impressive average of 11.7%, but it has experienced some years of decline, such as in 2020 (likely due to 

reduced enterprise spending amid the pandemic) and in 2023. On the other hand, its Subscription revenue 

segment has delivered an average growth rate more than three times higher than the Product segment, 

averaging 34.3%, and its contribution to total revenue is now roughly similar to that of the Product segment. 

PSTG’s subscription services, offered under the Evergreen brand, are subscription-based offerings where 

customers pay periodic fees for access to the company’s hardware and software, including ongoing upgrades, 

support, and cloud-enabled features. This allows customers to continually receive new technology without 

replacing their entire system and enables them to scale capacity up or down as required, paying for what they 

use. These offerings are available exclusively to PSTG AFA customers as part of their hardware and software 

purchase or separately as an as-a-service model (Evergreen/One) that includes on-prem and cloud 

deployments. As this subscription model allows customers to avoid committing large upfront capex and instead 

pay recurring fees, we believe it supports more stable revenues compared with reliance on one-off product 

sales. One observation, however, is that Subscription revenue growth has slowed over time, from a high of 49% 

YoY in 2018 to 15.4% YTD, which remains solid but suggests the segment may be maturing or facing increased 

competition from other vendors offering subscription-based models. 
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In this factor, the two companies show distinct differences in terms of their business models and historical 

revenue performance, particularly in terms of stability. PSTG edges out WDC despite WDC being the larger 



company by revenue, as we point to PSTG’s well-diversified business model with dual revenue streams that 

allow it to capitalize on the AFA market. That said, an important driver for PSTG has been its Subscription 

revenue growth, which has slowed over the years but continues to record double-digit growth in YTD 2025 and, 

more importantly, helps counteract the cyclicality of product sales. Another point is that WDC’s historical HDD 

revenue growth performance has been much more volatile. However, as WDC has shifted toward fully targeting 

the data center segment, where cloud data volumes have been growing by over 20% consistently per year, as 

discussed in our past analyses of the cloud market, WDC’s long-term shipment growth should remain strong if 

it can maintain its market positioning and continue to scale production. 

 

Khaveen Investments 

The table above shows the revenue projections for WDC and PSTG through 2027. For WDC, the 2025 revenue 

growth is based on prorated actual Q1 and Q2 FY2026 revenue guidance for the full year, with 2026 onwards 

based on analyst consensus growth rates. For PSTG, we applied its Q3 YTD growth to derive prorated 2025 

revenues, followed by its 8-year historical CAGR for the Product segment of 13.6%, with Subscription revenue 

growing steadily based on the 2026 growth rate. 

Risk: Market Cyclicity Could Impact Both Companies in Medium Term 

Despite the positive long-term market growth outlooks and strong market positioning of both WDC and PSTG, 

we believe a major risk for these companies is the cyclical nature of the storage market. This is highlighted 

above, as we observe WDC’s HDD revenues being highly cyclical, with years of strong growth but also years 

when it has seen significant declines. PSTG’s product revenue also shows the AFA market being affected by 

cyclicality, but it has subscription revenue growth, which has consistently been positive and helps support 

overall revenue stability. Therefore, while the long-term and near-term outlook remains positive for both 

companies due to rising data volumes, enterprise adoption growth, and cloud data center expansions, if 

competitors ramp up production, such as Seagate in HDDs, it could lead to supply-demand imbalances that 

may impact pricing and hurt revenue growth in the medium term. 
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