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PC Semis: More divergent
outlooks

Business diversification, KGD (known good die) pricing power
and supply chain management create a divergent revenue
outlook for PC semis into 4Q and likely also 1Q27. Downgrade
Elan to EW.

Key Takeaways
B The FOMP (fear of missing procurement for PC semis in 1Q-3Q26) has caused a

deeper correction for some PC semis into 4Q.
B [t's easier for large-scale PC semis to navigate through the downturn, while small

design houses are more concentrated on PC.

B We stay conservative on PC semis, with no OW and await the cycle bottom

sometime in 2027.

A much tougher 4Q... We mentioned in the prior PC semis note that the FOMP
(fear of missing procurement) could lead to stable PC semis shipments in 3Q; now,
the inventory accumulation in 1Q-3Q26 could cause a deeper correction in 4Q. PC
semis customers currently still aim for only a 5-10% Q/Q procurement decline in 4Q.
That said, the downside surprise in Parade’s 4Q outlook (link), which calls for a 20-
25% Q/Q revenue decline, could suggest a worse component correction. The still-
elevated Windows activation period of 200+ days and much smaller price hikes
from PC semis customers in 2H vs. TH could suggest ongoing weakness into 1Q27.

But why are some companies resilient? Many investors are asking why Realtek's
revenue could be up Q/Q in 4Q amid the PC correction (link). We cite three factors:
1) Consumer demand (other than PC/smartphones) is not necessarily all bad,
especially for loT devices (low memory content). Espressif is guiding for Q/Q
revenue growth in 4Q, following sequential growth in 3Q. 2) Price hikes reflect
increases at both foundries/OSATs and in KGD. For example, TV SoC pricing is
several times higher than in past years due to KGD price hikes (mainly DDR&). 3)
Large-scale IC design houses usually have better supply chain management and
lower exposure to PC.

No new growth driver into 2027: With the recent debate on cloud Al, we think it's
still a matter of time before edge Al takes off. However, we haven't seen a clear
growth driver for PC semis. Preliminary outlooks from PC semis customers range
from flattish to down 20% Y/Y in 2027. Thus, it's difficult to turn positive now.

Reduce earnings: We revise down Elan's PT and earnings and cut the stock to EW.
We appreciate the company's growth from smart Edge Al devices, but its exposure
to NB is still too significant to overlook. Our PT implies 16x our downward-revised
2027 EPS. Stay EW Realtek and UW Novatek, ASMedia, Parade, and Nuvoton.
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Elan Micro: Earnings estimate revisions

We revise our EPS estimates by +1%/-20%/-16% for 2026/27/28: For 2026, we
incorporate actual 2Q26 results, which benefited from investment gains. For 2027-28, we
reduce our revenue and GM forecasts due to continued weak PC demand, which we
believe cannot be fully offset by the non PC business (mainly the drone market).

Exhibit 1:  Elan: Estimate revisions

(NT$ mn) New '26e  Old '26e  Diff. New '27e Old '27e Diff. New '28e 0Old '28e Diff.
Met sales 13.257 13.886 -5% 13,943 15,901 -12% 14,686 16,713 -12%
COGS 6.972 7,051 7444 7.999 7.856 8,696

Gross profit 6.285 6.836 -8% 6,499 7.902 -18% 6.830 8.017 -15%
Cperating expenses 3,288 3,300 3,446 3,572 3,639 3,622

Operating profit 2,997 3.535 -15% 3,053 4,330 -29% 3,191 4,395 -27%
Mon-op. income (exp.) 443 254 82 187 13 176

Pretax income 3.440 3,789 -9% 3,135 4,517 -3% 3.363 4,571 -26%
Taxes 546 901 460 1.129 494 1,143

Met income 3.023 3,004 1% 2,815 3.528 -20% 3.010 3,568 -16%
Reported EPS 10.56 10.49 1% 9.83 12.32 -20% 10.51 12.46 -16%
Margins

Gross margin 47.4% 49.2% -1.8% 46.6% 49.7% -3.1% 46.5% 48.0% -1.5%
Operating margin 22.6% 25.5% -2.9% 21.9% 27.2% -5.3% 21.7% 26.3% -4.6%
Pretax margin 25.9% 27.3% -1.3% 225% 258.4% -5.9% 22.9% 27.3% -4.4%
Met margin 22.8% 21.6% 1.2% 20.2% 22.2% -2.0% 20.5% 21.3% -0.9%
Opex % 24.8% 23.8% 1.0% 24.7T% 22.5% 2.3% 24.8% 21.7% 31%

Source: Company data, Morgan Stanley Research (e) estimates

Exhibit 2:  Elan: Quarterly financial statement

NT$ mn, 1025 2025 3025 4025 1026 2006 402e 1027e 2027Te Ma2Te 4021e 1028e 2028e I028e 40286 W25 W2e  iTe  2ite
Total Revenues LI 3032 3ME 2860 3225 3205 3365 3463 3 3412 356 3549 3AD0 35BS LIVS 3918 12326 13357 13943 14686
Sequential Change 2% -28% 94% -130% f28% -06% S50% 29% -21% 3% 26% 05% -39% 52% S53% %
Change v Year Ago 04% I8% -25% 58K 34% 5TH% 15% 211%  JO0%  A3% 60N 25% 16% 3% 56N 104% 29% TE% 52% 53%
Cost of Sales 1555 1575 U750 1450 1680 0GB  1TE6 1832 1780 1849 1500 1506 1825 1518 2019 2085 6330 6972 T4 TESE
Pevcant of Revenues 5% 52% 53 5% S2% Sa% S2% S3% B3% S9N B3N Se% SeN SeN A% 53N 51% 3% 3% 3%
Gross Profit 1.564 1457 1566 1410 1537 1519 1599 1630 1575 1623 1660 1642 1584 1667 175 1823 5996 6285 6499 6,830
Percent of Revenves S01% d80% 472% J93% 476% JTEN &75% JT1% 460% J6T7% 65N J63% 465% J65% 465% 65N 4B6% LT d%  J66%  465%
Incremental Margin 6T%  NM 36% NM 35%  NM S0% J2%  ONM J1% 39K N N J47% 4T% 4% NM 315 3% 4%
Total Opex m T2 e T8 758 a2 853 855 790 843 410 903 830 88T 959 963 3014 3288 3446 1639
Percent of Revenues 250% 205% 233% 262% 205% 25T% 254% 4T% 236% 243% 255% I55% 4% TR 54% ME% 4% 48%  MTH  ME%
Operating Income 185 A 192 661 19 697 145 TI6 786 7B0 TS0 93 TS} qB0 79I 60 2982 2997 3053 3
Percent of Revenues 252% 245% 230% 217% 1% 21T% 221% 224% 234% 225% 0% 200% 221% 210% 21.1% 0% M4 26%  2190%  2MT%
Total Non-aperating Income {Lo%s) B6) @) W1 W6 81 24 4 M o2 2 ] 2 89 @3 83w (13) 443 82 73
Prafit Bofors Taxes 9 420 w3 e B40 991 789 820 805 800 T 760 i 823 B0 203 2850 3440 113 1383
Percent of Revenuse 0% % 26% 2% 6% N 9% % M% 2% 2% 2% 9% 1% % B% 9% 2% 2% 23%
Taxes 4 M W 55 164 M6 M6 120 M8 M7 M3 12 17 12 13 1\ 83 546 50 A%
Tax Rate 204% 262% 183% T2% 195% 1ATR TR TR MT% TR TR 1T% MT% MT% T%  14T% 0% 159%  14T%  MT%
Reported Income [TW GAAR) S48 384 B4 TI6 TS @l9  T0r T3 G2 M8 692 683 TS I3 TR2 806 a2 3023 2815 3000
Pevcent of Revenues IT6% 11T% 243% 257% 210% 274N MO0% 2% 215% XNT% 104% 192% 0% M6% 100% 206% 198% 228% 202% 205%
Change vs Year Ago 20% 5% 13% 2% 0% 1de% 1% 0% % -10% % % 1% % % 18% 1% 2% % ™
Reported EPS (NTS, TW GAAP) 192 14 28 251 246 307 24T 2% 252 1% 2402 23 a5 2% 263 1M 853 105 9.8 10.51
Change vs Year Ago -20% 2% 13% 2% 20%  14e% 12% 0% 2% 1e% 2% % 1% % % 18% 1% 24% % ™

Source: Company data, Morgan Stanley Research (e) estimates

Valuation Methodology

We cut our price target to NT$160: This reflects our earnings estimate revisions for
2026-28. Our price target is our base-case scenario value, which we continue to derive
from our residual income model. We reduce our intermediate growth rate estimate from
10.0% to 8.0% to reflect a weak PC business outlook. We reduce our terminal growth rate
estimate from 4.5% to 3.0% to better align it with broader economic growth. We continue

to assume a cost of equity of 9.6% and a payout ratio of 80%.

Our bull case value is cut to NT$234 from NT$366, and our bear case value is cut to NT
$84 from NT$131.
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Exhibit 3: Elan: Residual income

{NT$ mn) 2026e  202Te  2028e  2029e  2030e  2031e  2032e  2033e  2034e  2035e  2036e  2037e
Total Equity 11,841 12,628 13,750 14660 15643 16705 17,851 19,089 20427 21871 23,430 25115
Net Profit 3023 2815 3010 3250 3510 3791 4,094 4,422 4,776 5,158 3,570 6,016
ROAE 2T4% 23.0%  Z28%  229%  232% 4% 23T%  23.9% 24.2% 44% 24.6%  24.8%
Residual Income 1832 1588 1669 1826 1989 2,165 2,355 2,560 2,782 3021 3219 3,558
Spread 17.5% 13.4% 13.2% 13.3% 13.6% 13.8% 14.1% 14.3% 14.6% 14.8% 15.0% 15.2%
Ending Equity Capital 11841
PV of Forecast Period 13,650
PV of Continuing Value 20,257
Equity Value 45,748
Mo. of Shares 286
Projected Price 160

Source: Company data, Morgan Stanley Research (e) estimates
Exhibit 4: Elan Microelectronics: P/E band
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Risk Reward — Elan Microelectronics Corp (2458.TW)

Non-PC business starting to bear fruit, but PC demand remains weak

PRICE TARGET NT$160.00

Residual income. We assume a cost of equity of 9.6%, an intermediate growth rate of
8.0%, payout ratio of 80% and terminal growth rate of 3.0%.

Consensus Price Target Distribution

Source: Refinitiv, Morgan Stanley Research

RISK REWARD CHART
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BULL CASE NT$234.00

24x 2027e EPS

We expect Al PC to bring more content
upgrades: 1) Elan Micro revenue CAGR of
15% (2025-28¢€); 2) non-PC contribution rises
to 25% in 2027; 3) gross margin goes to 52%
on average in 2026-28 vs. 49% in 2025.

BASE CASE NT$160.00

16x 2027e EPS

We expect the haptics touchpad and non-PC
business to add growth: 1) Elan Micro
revenue CAGR of 6% (2025-28); 2) non-PC
contribution rises to 15% in 2027; 3) gross
margin to be around 46-47% in 2026-28e.

IDEA

EQUAL-WEIGHT THESIS

m Elan Microelectronics is a global leader in
notebook-related ICs, capturing a 50%+
share of touchpads, point-sticks and other
peripheral ICs.

= \We expect haptic touchpad penetration to
increase as the Windows 11 operating
system allows users to customize the feel of
their touchpads.

= Shipments have begun in non-PC
segments such as drones, ADAS and Al
glasses, and growth is expected to be robust
over the next three years.

= However, exposure to NB is still
significant, and PC demand remains weak.

Consensus Rating Distribution

] 43% Overweight
o I 57% Equal-weight
0% Underweight
® MS Rating

Source: Refinitiv, Morgan Stanley Research

Risk Reward Themes

New Data Era:
Self-help:

View descriptions of Risk Rewards Themes here

Positive
Positive

BEAR CASE NT$84.00

9x 2027e EPS

We expect the notebook replacement cycle
to stay at around four years over the next
three years: 1) Elan Micro revenue CAGR
(2025-28e¢) to be zero; 2) non-PC
contribution stays at 10% in 2027; 3) gross
margin falls to 40% on average in 2026-28e
vs. 49% in 2025.
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Risk Reward — Elan Microelectronics Corp (2458.TW)

KEY EARNINGS INPUTS

Drivers Dec 2025 Dec 2026e Dec 2027e Dec 2028e

Touchpad shipment growth (%)  (2) (12) (3) (5)

Touchpad ASP growth (%) 1 7 8 4

Gross margin (%) 48.6 47.4 46.6 46.5

INVESTMENT DRIVERS RISKS TO PT/RATING MS ESTIMATES VS. CONSENSUS
+ Global notebook shipment growth RISKS TO UPSIDE FY Dec 2026e

« Touchpad, controller IC and fingerprint market

« Notebook shipments stronger than expected.
share in notebooks

« Al PCs help content growth in notebook EPS
« Notebook peripheral IC content growth peripheraLF:Cs. g (NTS) 7.25 € 10.56
« e-book controller IC ramps up faster then
GLOBAL REVENUE EXPOSURE expected.
" ©0-10% Europe ex UK RISKS TO DOWNSIDE Net income 2108 €302
® 0-10% North America « Notebook replacement cycle extents, (NTS, mn) ' !
® 10-20% Mainland China shipments lower than expected.
APAC, ex Japan, Mainland « No spec upgrade in notebook peripheral ICs in
© 70-80% Ching and India Al PC
era. Sales / 13,257
Source: Morgan Stanley Research Estimate + No progress in e-book controller IC. Revenue 10,633 ¢ 13886
View explanation of regional hierarchies here (NT$, mn)
OWNERSHIP POSITIONING
Inst. Owners, % Active 68.9% [l EBIT 2,997
Source: Refinitiv, Morgan Stanley Research (NTS, mn) 1978 ’ 3,535

Mean @ Morgan Stanley Estimates

Source: Refinitiv, Morgan Stanley Research
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Exhibit 5:  Elan Micro: Financial Summary
Income Statement Cash Flow Statement
NT$mn [Years End Dec J 2025 2026e 2027 2028 NT$mn [Years End Dec ) 2025 2026e 2027e 2028
Met sales 12326 13257 13343 4636 Cashflow from Operations 2,650 2,956 2,853 3,093
COGS 63300 (BAV2) [Tddd)  (T.856) hlet profit z.442 3.023 2,815 3.010
Grossz prafit 5335 6,285 6,433 6.830 Depreciztion 97 151 155 151
Operating expenses [3.014) (3.288) (3.446) (3,633 \orking Capital Change 0z (213) (1181 (117
Operating income 2,982 2,997 3,053 3,191 Oither adiustments 141 0 0 0
MNan-operating income 13z 443 a2z 173 Cashflow from Investing  (2.253] (591 (640) 633)
Fre-tanincome 2,350 3440 3135 3,363 Capex 1,709 (531 (640) 1633)
Income tax 543 546 460 434 Change of LT Investment 1351 ] ] ]
Met Income, Cont Ops 2,307 2534 2675 2570 Change of 5T Inuestment 27 0 ] ]
Minority Interest 135 129 0 0 Other adiustments [481) 0 0 0
Reported net Income 2,442 3,023 2.815 3.010 Cashflow from financing  (1.2691  (1638) (2,027) (1,888)
Adjwtd, aug.shrs million) 288 286 286 286 Increase in LIT debt 500 ] ] ]
Reported EPS (NT$] 853 10.56 9.83 10.51 Increase in ST debe 70 ] ] ]
Modelware Diluted EPS (NT$) 8.46 10.51 9.83 10.51 Cash Dividend Paid 11.835) (1638 (2027 11,888)
Dir: Emp Bonus Paid ] ] ] 0
Issusnce of stack & 0 0 ]
Other adiustments (20 a a o
Balance Sheet Enchange rate adjustment m ] ] ]
NT$mn [Years End Dec ) 2025 20260 2027e 20280 Net change in cash -873 T27 186 472
Cazh 2,400 3,127 3312 3,785
Mt Securities 380 380 380 380
ARIMR 1236 1325 1334 1468 Financial Ratios
Irwentory 1583 1835 1957 2066 2025 2026e 2027e 2028
Other za1 241 241 241 Growth(3)
Current Assets 8.010 9077 9,455 10,110 Turmawer -2.39 76 5.2 53
Long-teim investmenits 1401 1401 1401 1401 Operating prafits 27 0.5 13 4.5
Fixed assets 4,338 4.837 5321 5.853 Pretax profits -12.3 0.7 -89 T3
Dieffered assets 53 53 53 53 Met prafits -0y 23.8 6.3 6.9
Cther assets 1210 1210 1210 1210 EPS -10.9 24.3 -5 [:%:]
Total Assets 19572 17079 17.941 13,128 Margins (2]
SIT borrowings 200 200 200 200 Gross Margin 486 47.4 466 465
APINP gz 1103 1176 1243 Olperating Margin 747 776 713 17
Oither 5T lisbiliies 1978 1976 1978 1978 Fretax Margin 231 259 225 229
LT debr 363 363 363 363 Met Profit 198 228 20.2 20.5
Other LT liabilities 330 330 330 330 Return (%]
Commen shares 3,039 3033 3033 3033 ROAE 733 271 730 728
Total Liabilities 5116 5.238 5312 5377 ROAA 50 185 6.1 2
Additional capital 3467 3467 3467 346 Gearing (%)
Retsined earming 3577 5.263 6,050 7172 Met Debt/Equity (21.0) [24.71 [24.61 [26.1)
Otther sharehelders’ equity T2 TZ Tz Tz Lizbilities/Equity 453 44.2 az.1 33.1
Total Equity 10.456 11841 12628 13.750 Ratios (X)
Total Liab. & Shrhldr's Equity 15572 17073 17.941 _ 13.128 Current ratio 25 28 28 3.0
Quick ratio 1z 14 14 15
&= Margan Stanley Research Estimates Others
Source: Morgan $tanley Research, Company Data ARIME Turnower [days] 36 36 36 36
Inventary Turnaver [days] 6 96 96 96
AP Turnauer [days) 56 58 55 58
Cash Conuersion idays] 7S 75 75 75

Source: Company data, Morgan Stanley Research (e) estimates
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Risk Reward Reference links

1. View explanation of Options Probabilities methodology -
Options_Probabilities_Exhibit_Link.pdf

2. View descriptions of Risk Rewards Themes - RR_Themes_Exhibit_Link.pdf
3. View explanation of regional hierarchies - GEG_Exhibit_Link.pdf

4. View explanation of Theme/Exposure methodology -
ESG_Sustainable_Solutions_External_Link.pdf

5. View explanation of HERS methodology - ESG_HERS_External_Link.pdf


https://www.morganstanley.com/content/dam/msdotcom/en/assets/pdfs/Options_Probabilities_Exhibit_Link.pdf
https://www.morganstanley.com/content/dam/msdotcom/en/assets/pdfs/RR_Themes_Exhibit_Link.pdf
https://www.morganstanley.com/content/dam/msdotcom/en/assets/pdfs/GEG_Exhibit_Link.pdf
https://www.morganstanley.com/content/dam/msdotcom/en/assets/pdfs/ESG_Sustainable_Solutions_External_Link.pdf
https://www.morganstanley.com/content/dam/msdotcom/en/assets/pdfs/ESG_HERS_External_Link.pdf
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Micro-Fabrication Equipment Inc, Alchip Technologies Ltd, AP Memory Technology Corp, ASE Technology Holding Co. Ltd., ASMedia Technology Inc, ASMPT Ltd, Aspeed Technology, CXMT
Corp, Espressif Systems, GigaDevice Semiconductor Beijing Inc, GlobalWafers Co Ltd, Gudeng Precision, Himax Technologies Inc, Hua Hong Semiconductor Ltd, lluvatar CoreX Semiconductor
Co,, Ltd, Innoscience, King Yuan Electronics Co Ltd, Macronix International Co Ltd, MediaTek, MetaX Integrated Circuits, Montage Technology Co Ltd, Novatek, Parade Technologies Ltd, Phison
Electronics Corp, Powerchip Semiconductor Manufacturing Co, Realtek Semiconductor, SG Micro Corp,, SICC Co Ltd, Silergy Corp,, Silicon Motion, TSMC, UMC, Universal Scientific Ind.
(Shanghai), Vanguard International Semiconductor, Winbond Electronics Corp, WPG Holdings, WT Microelectronics Co. Ltd..

Within the last 12 months, Morgan Stanley has either provided or is providing non-investment banking, securities-related services to and/or in the past has entered into an agreement to provide
services or has a client relationship with the following company: ASE Technology Holding Co. Ltd., lluvatar CoreX Semiconductor Co,, Ltd., King Yuan Electronics Co Ltd, MediaTek, Montage
Technology Co Ltd, Nanya Technology Corp., Novatek, Nuvoton Technology Corporation, Realtek Semiconductor, Silicon Motion, SMIC, TSMC, UMC, Universal Scientific Ind. (Shanghab),
Winbond Electronics Corp, WT Microelectronics Co. Ltd..

Morgan Stanley & Co. LLC makes a market in the securities of ACM Research Inc.

The equity research analysts or strategists principally responsible for the preparation of Morgan Stanley Research have received compensation based upon various factors, including quality
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of research, investor client feedback, stock picking, competitive factors, firm revenues and overall investment banking revenues. Equity Research analysts' or strategists' compensation is not
linked to investment banking or capital markets transactions performed by Morgan Stanley or the profitability or revenues of particular trading desks.

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 usedin 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 October 31,2026)

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.

Other Material Investment Services

Coverage Universe Investment Banking Clients (IBC) )
Clients (MISC)
Stock Rating % of Rating % of Total Other
Count % of Total Count % of Total IBC Count
Category Category MISC
Overweight/Buy 1575 43% 460 49% 29% 742 44%
Equal-weight/Hold 1537 42% 393 42% 26% 720 43%
Not-Rated/Hold 2 0% 1 0% 50% 1 0%
Underweight/Sell 570 15% 92 10% 16% 218 13%
Total 3,684 946 1681

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 1218 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 ([): The analyst expects the performance of his or her industry coverage universe over the next 1218 months to be in line with the relevant broad market benchmark, as indicated below.
Cautious (O): 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.

Important Disclosures for Morgan Stanley Smith Barney LLC Customers

Important disclosures regarding any material conflict of interest that can reasonably be expected to have influenced Morgan Stanley Smith Barney LLC's choice of a third-party research provider
or the subject company of a third-party research report, are available on the Morgan Stanley Wealth Management disclosure website at www.morganstanley.com/online/researchdisclosures.
For Morgan Stanley specific disclosures, you may refer to https://www.morganstanley.com/eqgr/disclosures/webapp/generalresearch.

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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Other Important Disclosures

Morgan Stanley Research policy is to update research reports as and when the Research Analyst and Research Management deem appropriate, based on developments with the issuer, the
sector, or the market that may have a material impact on the research views or opinions stated therein. In addition, certain Research publications are intended to be updated on a regular periodic
basis (weekly/monthly/quarterly/annual) and will ordinarily be updated with that frequency, unless the Research Analyst and Research Management determine that a different publication
schedule is appropriate based on current conditions.

Morgan Stanley is not acting as a municipal advisor and the opinions or views contained herein are not intended to be, and do not constitute, advice within the meaning of Section 975 of the
Dodd-Frank Wall Street Reform and Consumer Protection Act.

Morgan Stanley produces an equity research product called a"Tactical Idea." Views containedin 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 Researchis provided to our clients through our proprietary research portal on Matrixand 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:/Avww.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//wwww.morganstanley.com/assets/
pdfs/about-us-global-offices/india/Terms_and_conditions.pdf) and the following link to review the audit report (https//ny.matrix.ms.com/eqgr/research/webapp/researchdocs/
MSICPL_Morgan_Stanley_Research_Audit_Report.pdf).

If you do not agree to our Terms of Use and/or if you do not wish to provide your consent to Morgan Stanley processing your personal data or using cookies please do not access our research.
Morgan Stanley Research does not provide individually tailored investment advice. Morgan Stanley Research has been prepared without regard to the circumstances and objectives of those
who receive it. Morgan Stanley recommends that investors independently evaluate particular investments and strategies, and encourages investors to seek the advice of a financial adviser.
The appropriateness of an investment or strategy will depend on an investor's circumstances and objectives. The securities, instruments, or strategies discussed in Morgan Stanley Research
may not be suitable for all investors, and certain investors may not be eligible to purchase or participate in some or all of them. Morgan Stanley Research is not an offer to buy or sell or the
solicitation of an offer to buy or sell any security/instrument or to participate in any particular trading strategy. The value of and income from your investments may vary because of changes
ininterest rates, foreign exchange rates, default rates, prepayment rates, securities/instruments prices, market indexes, operational or financial conditions of companies or other factors. There
may be time limitations on the exercise of options or other rights in securities/instruments transactions. Past performance is not necessarily a guide to future performance. Estimates of future
performance are based on assumptions that may not be realized. If provided, and unless otherwise stated, the closing price on the cover page is that of the primary exchange for the subject
company's securities/instruments.

The fixed income research analysts, strategists or economists principally responsible for the preparation of Morgan Stanley Research have received compensation based upon various factors,
including quality, accuracy and value of research, firm profitability or revenues (which include fixed income trading and capital markets profitability or revenues), client feedback and competitive
factors. Fixed Income Research analysts,, strategists' or economists' compensation is not linked to investment banking or capital markets transactions performed by Morgan Stanley or the
profitability or revenues of particular trading desks.

The "Important Regulatory Disclosures on Subject Companies" section in Morgan Stanley Research lists all companies mentioned where Morgan Stanley owns 1% or more of a class of common
equity securities of the companies. For all other companies mentioned in Morgan Stanley Research, Morgan Stanley may have an investment of less than 1% in securities/instruments or
derivatives of securities/instruments of companies and may trade them in ways different from those discussed in Morgan Stanley Research. Employees of Morgan Stanley not involved in the
preparation of Morgan Stanley Research may have investments in securities/instruments or derivatives of securities/instruments of companies mentioned and may trade them in ways different
from those discussed in Morgan Stanley Research. Derivatives may be issued by Morgan Stanley or associated persons.

With the exception of information regarding Morgan Stanley, Morgan Stanley Research is based on public information. Morgan Stanley makes every effort to use reliable, comprehensive
information, but we make no representation that it is accurate or complete. We have no obligation to tell you when opinions or information in Morgan Stanley Research change apart from
whenwe intend to discontinue equity research coverage of a subject company. Facts and views presented in Morgan Stanley Research have not been reviewed by, and may not reflect information
known to, professionals in other Morgan Stanley business areas, including investment banking personnel.

Morgan Stanley Research personnel may participate in company events such as site visits and are generally prohibited from accepting payment by the company of associated expenses unless
pre-approved by authorized members of Research management.

Morgan Stanley may make investment decisions that are inconsistent with the recommendations or views in this report.

To our readers based in Taiwan or trading in Taiwan securities/instruments: Information on securities/instruments that trade in Taiwan is distributed by Morgan Stanley Taiwan Limited (MSTL".
Such information is for your reference only. The reader should independently evaluate the investment risks and is solely responsible for their investment decisions. Morgan Stanley Research
may not be distributed to the public media or quoted or used by the public media without the express written consent of Morgan Stanley. Any non-customer reader within the scope of Article
7-1of the Taiwan Stock Exchange Recommendation Regulations accessing and/or receiving Morgan Stanley Research is not permitted to provide Morgan Stanley Research to any third party
(including but not limited to related parties, affiliated companies and any other third parties) or engage in any activities regarding Morgan Stanley Research which may create or give the
appearance of creating a conflict of interest. Information on securities/instruments that do not trade in Taiwan is for informational purposes only and is not to be construed as a recommendation
or a solicitation to trade in such securities/instruments. MSTL may not execute transactions for clients in these securities/instruments.

Certain information in Morgan Stanley Research was sourced by employees of the Shanghai Representative Office of Morgan Stanley Asia Limited for the use of Morgan Stanley Asia Limited.
Morgan Stanley is not incorporated under PRC law and the research in relation to this report is conducted outside the PRC. Morgan Stanley Research does not constitute an offer to sell or
the solicitation of an offer to buy any securities in the PRC. PRC investors shall have the relevant qualifications to invest in such securities and shall be responsible for obtaining all relevant
approvals, licenses, verifications and/or registrations from the relevant governmental authorities themselves. Neither this report nor any part of it is intended as, or shall constitute, provision
of any consultancy or advisory service of securities investment as defined under PRC law. Such information is provided for your reference only.

Morgan Stanley Research is disseminated in Brazil by Morgan Stanley CT.V.M. S.A. located at Av. Brigadeiro Faria Lima, 3600, 6th floor, Sdo Paulo - SP, Brazil; and is regulated by the Comissao
de Valores Mobiliarios; in Mexico by Morgan Stanley México, Casa de Bolsa, S.A. de CV which is regulated by Comision Nacional Bancaria y de Valores. Paseo de los Tamarindos 90, Torre 1,
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Col. Bosques de las Lomas Floor 29, 05120 Mexico City; in Japan by Morgan Stanley MUFG Securities Co., Ltd. and, for Commodities related research reports only, Morgan Stanley Capital Group
Japan Co,, Ltd; in Hong Kong by Morgan Stanley Asia Limited (which accepts responsibility for its contents) and by Morgan Stanley Bank Asia Limited; in Singapore by Morgan Stanley Asia
(Singapore) Pte. (Registration number 1992062987) and/or Morgan Stanley Asia (Singapore) Securities Pte Ltd (Registration number 200008434H), regulated by the Monetary Authority of
Singapore (which accepts legal responsibility for its contents and should be contacted with respect to any matters arising from, or in connection with, Morgan Stanley Research) and by Morgan
Stanley Bank Asia Limited, Singapore Branch (Registration number T14FCOTI8)); in Australia to "wholesale clients" within the meaning of the Australian Corporations Act by Morgan Stanley
Australia Limited ABN. 67 003 734 576, holder of Australian financial services license No. 233742, which accepts responsibility for its contents; in Australia to "wholesale clients" and "retail
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No. 240813, which accepts responsibility for its contents; in Korea by Morgan Stanley & Co International plc, Seoul Branch; in India by Morgan Stanley India Company Private Limited having
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INDUSTRY COVERAGE: Greater China Technology Semiconductors

COMPANY (TICKER) RATING (AS OF) PRICE* (11/02/2026)
Charlie Chan
Advanced Wireless Semiconductor Co (8086.TWO) U (07/14/2025) NT$114.50
Alchip Technologies Ltd (3661.TW) 0 (05/14/2021) NT$3,395.00
ASE Technology Holding Co. Ltd. (3711.TW) 0 (09/15/2024) NT$674.00
Cambricon Technology Corporation (688256.SS) 0 (04/27/2026) Rmb861.00
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CXMT Corp (688825.SS) 0 (08/26/2026) Rmb41.72
Global Unichip Corp (3443.TW) 0 (06/24/2026) NT$7,285.00
GlobalWafers Co Ltd (6488.TWO) E (05/19/2026) NT$760.00
Gudeng Precision (3680.TWO) 0 (11/25/2025) NT$489.00
Hua Hong Semiconductor Ltd (1347.HK) E (03/12/2026) HK$62.50
lluvatar CoreX Semiconductor Co., Ltd. (9903.HK) 0 (04/27/2026) HK$61.55
MediaTek (2454.TW) 0 (11/28/2025) NT$3,970.00
MetaX Integrated Circuits (688802.SS) U (11/02/2026) Rmb466.50
Nanya Technology Corp. (2408.TW) 0 (05/28/2026) NT$456.50
Phison Electronics Corp (8299.TWO) E (02/25/2026) NT$1,875.00
SG Micro Corp. (300661.5Z) E (11/03/2025) Rmb79.51
Silergy Corp. (6415.TW) U (05/19/2026) NT$501.00
SMIC (0981.HK) 0 (10/21/2025) HK$43.62
TSMC (2330.TW) 0 (02/07/2022) NT$2,330.00
UMC (2303.TW) 0 (05/19/2026) NT$110.00
Vanguard International Semiconductor (5347.TWO) U (10/30/2026) NT$145.00
WIN Semiconductors Corp (3105.TWO) 0(10/29/2026) NT$588.00
Daisy Dai, CFA
ASMPT Ltd (0522.HK) 0 (07/24/2025) HK$107.70
China Resources Microelectronics Limited (688396.SS) U (03/02/2026) Rmb47.50
Empyrean Technology Co Ltd (301269.57) 0 (11/02/2026) Rmb91.38
Hangzhou Silan Microelectronics Co. Ltd. (600460.SS) U (08/25/2025) Rmb23.14
Hygon Information Technology Co., Ltd. (688041.SS) 0 (07/03/2026) Rmb177.00
Innoscience (2577.HK) E (10/13/2025) HK$26.70
JCET Group Co Ltd (600584.SS) 0 (09/16/2026) Rmb50.30
Shanghai Fudan Microelectronics (1385.HK) 0 (03/07/2025) HK$21.84
SICC Co Ltd (688234.SS) 0 (03/20/2026) Rmb71.41
SJ Semiconductor Corp (688820.SS) E (09/16/2026) RmMb76.65
StarPower Semiconductor Ltd (603290.SS) U (10/31/2026) Rmb67.03
Unigroup Guoxin Microelectronics Co Ltd (002049.5Z) U (01/10/2023) Rmb47.93
Universal Scientific Ind. (Shanghai) (601231.SS) 0 (11/05/2025) Rmb18.09
Yangjie Technology (300373.52) 0 (06/10/2022) Rmb72.51
Daniel Yen, CFA
AP Memory Technology Corp (6531.TW) 0(07/11/2025) NT$775.00
ASMedia Technology Inc (5269.TW) U (10/03/2025) NT$1,400.00
Aspeed Technology (5274.TWO) 0 (06/09/2025) NT$15,625.00
Egis Technology Inc (6462.TWO) E (01/28/2026) NT$93.70
Elan Microelectronics Corp (2458.TW) E (11/03/2026) NT$124.50
eMemory Technology Inc (3529.TWO) 0 (08/18/2026) NT$2,395.00
Espressif Systems (688018.SS) 0 (05/15/2023) Rmb135.64
GigaDevice Semiconductor Beijing Inc (603986.SS) 0 (05/15/2025) Rmb265.67
Himax Technologies Inc (HIMX.0) E (02/04/2026) US$10.45
Macronix International Co Ltd (2337.TW) 0 (09/18/2025) NT$96.20
Montage Technology Co Ltd (6809.HK) 0 (03/18/2026) HK$212.20
Montage Technology Co Ltd (688008.SS) 0 (03/18/2026) Rmb164.58
Novatek (3034.TW) U (02/04/2026) NT$571.00
Nuvoton Technology Corporation (4919.TW) U (11/10/2025) NT$119.00
Parade Technologies Ltd (4966.TWO) U (10/29/2026) NT$485.00
Powerchip Semiconductor Manufacturing Co (6770.TW) 0(10/27/2025) NT$65.30
Realtek Semiconductor (2379.TW) E (01/30/2026) NT$785.00
Shenzhen Goodix Technology Co Ltd (603160.SS) U (07/14/2025) Rmb59.96
Silicon Motion (SIM0.0) 0 (05/06/2024) US$187.90
Winbond Electronics Corp (2344.TW) 0 (05/28/2026) NT$162.00
WPG Holdings (3702.TW) 0 (03/16/2026) NT$105.50
WT Microelectronics Co. Ltd. (3036.TW) 0 (01/27/2026) NT$204.50
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Henry Zhao
ACM Research Inc (ACMR.0O) 0 (03/07/2023) US$44.15
Advanced Micro-Fabrication Equipment Inc (688012.SS) 0 (11/06/2023) Rmb216.59
Maxscend Microelectronics Co Ltd (300782.52) U (01/11/2021) Rmb50.60
NAURA Technology Group Co Ltd (002371.S2) 0 (11/06/2023) Rmb504.00
OmniVision Integrated Circuits Group Inc (603501.SS) E (10/29/2026) Rmb83.15
Lucas Wang
AlIRing Tech Co. (6187.TWO) 0 (09/23/2025) NT$1,195.00
FOCI Fiber Optic Communications Inc (3363.TWO) E (10/09/2026) NT$458.00
Hon Precision (7769.TW) 0 (04/17/2026) NT$4,915.00
King Yuan Electronics Co Ltd (2449.TW) 0 (03/03/2023) NT$263.00
MPI Corporation (6223.TWO) 0 (04/17/2026) NT$4,655.00

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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