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Greater China Technology Semiconductors

China Advanced Packaging:
Favor Capex Beneficiaries &
Share Gainers

China's advanced packaging industry remains a secular Al-driven
growth story. But, we see rising overcapacity risk and prefer
equipment vendors and market share gainers.

Advanced packaging is becoming increasingly critical to Al GPU performance,
particularly in China. As Al accelerators require greater compute density, memory
bandwidth, and system-level integration, advanced packaging provides a key
pathway to improve performance. This is particularly important for China, where
restrictions on access to leading-edge semiconductor equipment constrain further
front-end process scaling, increasing the strategic value of packaging-led
performance improvements. We are therefore constructive on the structural growth

outlook for China advanced packaging.

However, we are more cautious than consensus on how this TAM growth
translates into OSAT earnings. We see a growing risk of moderate overcapacity, as
attractive industry growth and margins encourage incumbent OSATs and new
entrants to add 2.5D/3D capacity. Our bottom-up analysis suggests China's 2.5D
capacity could rise from 120k wafers in 2025 to 436k in 2027, while effective
demand remains constrained by advanced-node yields and HBM availability. We
estimate industry utilization at only ~63% in 2027, suggesting stronger competition
could weigh on pricing and limit margin upside even as industry revenue continues
to grow.

We therefore prefer advanced-packaging equipment vendors over broad-based
OSAT exposure. The ongoing capacity race requires substantial upfront spending,
regardless of whether the resulting OSAT capacity ultimately generates attractive
returns. At the same time, the migration from conventional packaging toward
2.5D/3D raises process complexity and equipment intensity per unit of capacity,
providing an additional structural growth driver for equipment suppliers. Aggregate
OSAT capex is already accelerating, supporting our preference for capex

beneficiaries including ASMPT and ACM Research among our covered names.

Within OSATs, we prefer share gainers: upgrade JCET to OW,; initiate S) Semi at
EW. We upgrade JCET to Overweight with a Rmb90.2 PT, as we expect the company
to emerge as a meaningful share gainer in domestic 2.5D packaging, and continued
mix diversification toward computing and automotive. We initiate S) Semi at Equal-
weight with a Rmb118.4 PT. While it remains China's leading 2.5D packaging vendor,
we believe its premium valuation already discounts much of its technology
leadership and Al-driven growth, while increasing competition, customer
concentration and HBM availability create a more balanced risk-reward.
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Key charts

Exhibit 1: China's advanced packaging TAM expected to grow Exhibit 2: We expect China's 2.5D packaging annual capacity
to Rmb100bn in 2029 with chiplet 2.5D at 40% CAGR to grow to 436k wafers in 2027
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Exhibit 3: We expect moderate overcapacity of China's 2.5D Exhibit 4: We prefer JCET over SJ Semi because of JCET's
packaging market share gain in 2.5D packaging
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Exhibit 5: We also prefer back-end equipment on the back of Exhibit 6: We think SJ Semi's premium valuation already
surging OSAT capex discounts its technology leadership and Al-driven growth
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Back-end order of preference

Exhibit 7:  Order of preference

ACM Research ASMPT ICET
ACMR.O 0522.HK 84.SS
Rating Overweight Overweight Overweight
Trading Currency usb HKD CNY
Price Target 130.0 248.0 90.2
Current Price (Date as of 2026/9/15) 66.9 154.1 66.9
Upside/(Downside) (%) 94% 61% 35%
Market Cap (in USD mm) 3,955.3 7,812.6 17,836.3
Avg Daily Traded Vol (in USD mm) 84.7 54.5 974.1

ASE SJ Semi
3711.TW 688820.SS
Overweight Equal-weight
TWD CNY
628.0 118.4
592.0 127.8
6% 7%
84,148.5 35,496.6
307.2 665.5

Street View: Ratings

Buy/Overweight I S88% NN 83°% NN 02° N 94% NN 100%
Hold/Equal-weight

Sell/lUnderweight 0% 16% 0% 0% 0%

Bull Case Value 205.0 308.0 147.7 700.0 200.0
Upside (%) 206% 100% 121% 18% 56%
Bear Case Value 45.0 90.0 60.6 380.0 80.0
Downside (%) -33% -42% -9% -36% -37%
Risk/Reward Skew 6.3 24 12.8 0.5 15
Morgan Stanley Estimates

FY26e usb HKD CNY TWD CNY
Sales 1,172 19,265 44,311 836,892 7,874
EBITDA 185 3,436 7,991 188,097 4,080
EBIT 184 2,513 3,154 99,620 1,189
EPS 2.82 4.01 1.47 17.89 0.59
FY27e

Sales 1,542 22,157 51,375 1,116,816 10,371
EBITDA 294 4,800 9,017 312,710 4,861
EBIT 293 3,739 4,301 178,087 1,743
EPS 4.38 6.83 2.05 30.05 0.87
FY26 MSe vs. Consensus Mean

Sales -0.2% 2.1% 0.4% 0.5% -5.3%
EBITDA -7.2% 9.8% 9.7% 5.3% 7.9%
EBIT -4.2% 0.5% 12.1% 1.9% 9.5%
EPS 30.8% -5.7% 13.5% -3.0% 2.5%
FY27 MSe vs. Consensus Mean

Sales 2.3% 0.0% 0.6% 7.9% 1.7%
EBITDA -3.9% 18.9% 3.5% 16.2% -1.6%
EBIT 11.1% 13.6% 9.4% 14.9% 1.1%
EPS 51.2% 10.9% 14.3% 8.2% 1.7%
Valuation Multiples at Last Close

FY26e

P/E 23.7x 38.4x 45.5x 33.1x 216.3x
EV/EBIT 15.2x 24.2x 36.0x 30.0x 193.7x
EV/EBITDA 15.2x 17.7x 14.2x 15.9x 56.4x
EV/Sales 2.4x 3.2x 2.6x 3.6x 29.2x
FCF Yield 18.4% 0.7% -0.9% -5.0% -0.6%
FY27e

P/IE 156.3x 22.6x 32.6x 19.7x 147.2x
EV/EBIT 9.2x 16.3x 26.3x 17.5x 132.3x
EV/EBITDA 9.2x 12.7x 12.5x 10.0x 47.4x
EV/Sales 1.8x 2.7x 2.2x 2.8x 22.2x
FCF Yield 4.8% 3.7% 0.0% -3.1% -0.2%
Implied Multiples on MS Price Target

FY26e

P/E 46.2x 61.8x 61.4x 35.1x 200.4x
EV/EBIT 35.54 39.07 49.22 31.64 178.88
EV/EBITDA 35.39 28.58 19.43 16.76 52.11
EV/Sales 5.58 5.10 3.50 3.77 27.00
FY27e

PIE 29.7x 36.3x 44.0x 20.9x 136.3x
EV/EBIT 39.99 28.48 41.91 16.39 147.29
EV/EBITDA 39.88 22.18 19.99 9.33 52.81
EV/Sales 7.61 4.81 3.51 2.61 24.75
Stock Price Performance

1 Month (16.9%) (12.4%) (15.1%) (3.9%) (7.3%)
3 Month (28.8%) (15.7%) (10.0%) 0.3% (23.9%)
1 Year 123.9% 118.2% 76.8% 255.6% 66.8%
YTD 69.5% 99.9% 81.8% 136.3% na.

Source: Factset, Morgan Stanley Research estimates. Note: Prices as of Sept 15, 2026.

INSIGHT
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Investment Summary

China advanced packaging: Structural Al growth, but value capture should favor
equipment vendors and OSAT share gainers. China's advanced packaging industry
remains a secular Al-driven growth story, but we see a growing divergence between
industry TAM growth and earnings capture across the value chain. Advanced packaging is
becoming increasingly critical to Al accelerator performance by enabling higher compute
density, memory bandwidth and heterogeneous integration through technologies
including wafer-level processing, RDL, TSV, chiplets, 2.5D integration, 3DIC and hybrid
bonding. This is particularly important in China, where restrictions on access to leading-
edge front-end semiconductor equipment increase the strategic value of packaging-led

performance improvements.

Exhibit 8: Al chip value chain (China vs. US) - we focus on China advanced packaging in this report
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We expect China's advanced packaging TAM to reach approximately Rmb100bn by
2029, implying a roughly 13% CAGR over 2025-29, while the chiplet / 2.5D segment
should grow substantially faster, reaching Rmb17.7bn by 2029 at a 40% CAGR. However,
we are more cautious than consensus on how this growth translates into OSAT earnings.

China's 2.5D annual capacity is expected to expand from around 120k wafers in 2025 to
436k wafers in 2027, while effective demand is constrained by advanced-node yields, HBM
availability and customer qualification. We therefore estimate industry utilization at only
around 63% in 2027, suggesting moderate overcapacity could pressure pricing and limit

margin upside even as industry revenue continues to grow.
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Exhibit 9: China advanced packaging TAM is expect to grow to Exhibit 10: We expect moderate overcapacity of China 2.5D
Rmb100bn in 2029 with chiplet 2.5D at 40% CAGR packaging
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Three key debates

1. Will China's advanced packaging industry face oversupply? — We see
moderate overcapacity risk, particularly in 2.5D.

The market remains constructive on supply-demand, given strong domestic Al compute
growth, but we think capacity additions could run ahead of effective demand. Attractive
industry growth and margins are drawing incumbent OSATs and new entrants into
2.5D/3D packaging, while actual packaging demand is constrained by the availability of
qualified accelerator dies and HBM. In addition, a shift from CoWoS-S-like to CoWoS-L-like
architectures could create a capacity-mix mismatch, with excess S-like capacity even if L-
like capacity remains tight. Longer term, greater adoption of 3D integration could also
reduce the amount of 2.5D package footprint required per accelerator die

2. Who captures more value — OSATs or equipment vendors? — We
prefer equipment vendors.

Our key distinction is that OSAT earnings depend on capacity being filled, while
equipment revenues depend primarily on capacity being built. If our moderate-
overcapacity thesis is correct, aggressive OSAT expansion could dilute utilization and
pricing while still creating a strong order environment for equipment suppliers. The
technology transition also structurally increases equipment intensity: 2.5D/3D requires
additional fine-pitch RDL, TSV, wafer-level processing, temporary bonding/debonding,
high-precision die placement, TCB/hybrid bonding and advanced inspection. We therefore
expect equipment value per unit of packaging capacity to rise as China migrates toward

more complex architectures.

3. How much upside should investors assign to 3DIC, HBM packaging
and CPO? — Strategically important, but near-term earnings
contribution is likely overstated.

We view the current earnings opportunity as still primarily driven by 2.5D / CoWoS-like

capacity expansion, while 3DIC, HBM and CPO remain mainly medium- to long-term
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optionality. 3DIC could be particularly important in China as a workaround for constrained
front-end scaling, but high cost and compound-yield sensitivity remain key barriers. We
estimate China's 3DIC market may remain only in the tens of millions of US dollars over
the next 2-3 years. HBM is a large volume opportunity, but packaging value is still largely
retained within the memory ecosystem, limiting near-term independent OSAT value
capture. CPO has attractive long-term potential, but large-scale deployment is more likely
in 2027-28, implying limited contribution to China OSAT earnings over the next 1-2 years

Stock implications: Favor capex beneficiaries and share
gainers

We therefore see two preferred ways to gain exposure to China
advanced packaging.

First, equipment vendors offer the cleaner exposure to the capacity build-out. ACM
Research is a direct beneficiary through electrochemical plating, cleaning and other wet
processes, with advanced-packaging revenue already accelerating and panel-level
packaging moving closer to volume production. ASMPT is well positioned through TCB,
high-precision flip-chip and hybrid bonding, wherein increasing package size, finer
interconnect pitch and 3D integration should drive unit demand and mix toward higher-

value platforms.

Second, within OSATs, we prefer share gainers rather than broad industry exposure.
JCET is our preferred domestic OSAT as it is building 2.5D capacity from a low base,
improving customer visibility and expanding into computing, automotive, CPO and next-
generation packaging. We expect this to support structural share gains over the medium
term. By contrast, S] Semi remains the domestic technology leader, with roughly 77%
share of China's 2.5D market in 2025 and a clear lead in 3DIC commercialization, but we
believe its premium valuation already discounts much of this leadership. Competitive
capacity additions could also reduce its built-capacity share materially by 2027, while

customer concentration remains high.
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Exhibit 11: Comps Table - Advanced Packaging Related Companies

INSIGHT

Stock Price  Curr- Market Cap Revenue Growth (%) PIS P/E P/B Price Performance

(LCU)  ency (US$mm) 2026 2027 2028 2026 2027 2028 2026 2027 2028 2026 2027 2028 ™M 3M 1Y
SJ Semi 126.8 CNY 35,216 20.8% 31.7% 24.0% 30x 23x 18x 215x 146x 107x 11.5x 10.7x 9.7x (8.1%) (18.8%) -
A-share OSAT
JCET 66.3 CNY 17,696 14.0% 15.9% 16.5% 3x 2x 2x 45x 32x 25x 3.7x 3.4x 3.0x (15.7%) (3.8%) 75.1%
Tongfu Microelectronics 56.8 CNY 12,847 23.4% 15.6% 12.2% 3x 2x 2x 44x 41x 34x 4.9x 4.4x 3.9x (9.8%) (0.8%) 71.5%
Huatian Technology 16.0 CNY 7,938 19.5% 17.5% 12.4% 3x 2x 2x 58x 45x 37x n.a. na. n.a. (11.0%) (0.4%) 42.9%
Forehope 57.6  CNY 3,894 21.8% 31.1% 20.9% 5x 4x 3x 127x 78x 58x 6.6x 6.1x 5.5x (15.2%) (1.3%) 67.4%
Mean 19.7% 20.0% 15.5% 3x 3x 2x 69x 49x 38x 5.1x 4.6x 4.1x
Median 20.7% 16.7% 14.4% 3x 2x 2x 51x 43x 35x 4.9x 4.4x 3.9x
China Al GPU thematic players
Hygon 2237 CNY 77,518 55.0% 39.5% 31.6% 23x 16.7x 13x 111x 74x 48x 19.6x 16.0x 12.5x (20.4%)  (20.1%) 1.7%
Cambricon 1,040.0 CNY 97,508 178.8% 112.8% 33.6% 36x 17x 13x 99x 54x 42x 36.4x 23.0x 15.8x (4.8%) (16.1%) 4.1%
MetaX 461.1 CNY 27,479 145.9% 53.5% 20.5% 46x 30x 25x n.a. 350x 200x 14.0x 13.4x 12.6x (38.4%)  (33.6%) =
llluvatar CoreX 106.3  CNY 3,647 190.7% 206.3% 45.9% 8x 3x 2x na. 16x 8x 2.1x 1.8x 1.5x (22.6%)  (39.6%) -
SMIC (H-share) 613 USD 90,335 26.7% 13.2% 9.9% 8x 7x 6x 58x 35x 30x 9.7x 7.6x 6.8x (13.4%)  (14.4%) (2.3%)
Hua Hong (H-share) 106.5 USD 39,217 24.8% 18.5% 10.8% 13x 11x 10x 120x 68x 53x 16.3x 13.1x 11.0x (18.2%)  (23.5%) 109.2%
Mean 103.6% 74.0% 25.4% 22x 14x 11x 97x 100x 63x 16.4x 12.5x 10.0x
Median 100.5% 46.5% 26.0% 18x 14x 11x 105x 61x 45x 15.2x 13.3x 11.7x
Global peers
Amkor 471 usb 11,707 13.3% 10.8% 9.7% 2x 1x 1x 18x 20x 15x 2.3x 2.1x 1.9x (20.1%)  (43.1%) 85.1%
ASE 6120 TWD 86,136 29.7% 33.4% 30.1% 3x 2x 2x 34x 21x 13x 6.4x 5.3x 4.3x (0.6%) 3.7% 266.5%
KYEC 261.5 TWD 10,570 36.5% 41.1% 30.1% 7x 5x 4x 29x 19x 14x 5.9x 4.9x 4.0x 5.9% (2.6%) 65.4%
Mean 26.5% 28.5% 23.3% 4x 3x 2x 27x 20x 14x 4.9x 4.1x 3.4x
Median 29.7% 33.4% 30.1% 3x 2x 2x 29x 20x 14x 5.9x 4.9x 4.0x
Back-end Equipment
ASMPT 154.3  HKD 8,251 32.7% 15.0% 14.6% 3x 3x 3x 35x 23x 16x 3.6x 3.3x 2.9x (12.3%)  (15.6%) 117.5%
BE Semiconductor 176.0 EUR 16,473 67.4% 42.7% 9.0% 14x 10x 9x 41x 25x 22x 18.1x 12.7x 9.6x (24.6%)  (44.5%) 57.3%
Hanmi Semiconductor 225,000.0 KRW 15,920 29.9% 57.5% 14.7% 29x 18x 16x 62x 41x 36x 24.4x 16.6x 12.2x (1.7%)  (37.7%) 147.5%
TOWA 2,105.0 JPY 1,023 18.0% 16.7% 9.4% 2x 2x 2x 20x 15x 14x 2.0x 1.8x 1.6x (16.2%)  (28.4%) 8.4%
Kulicke & Soffa 79.5 USD 4,158 60.7% 22.4% n.a. 3x 3x n.a. 17x 12x n.a. 4.3x 3.2x n.a. (19.8%)  (29.8%) 105.7%
Mean 38.1% 31.2% 12.5% 10x 7 7x 36x 24x 22x 10.0x 7.3x 6.2x
Median 31.3% 27.5% 14.6% 7x 5x 7x 37x 24x 22x 6.0x 4.6x 4.6x

Source: Company data, Bloomberg, Morgan Stanley Research. e=Morgan Stanley Research estimates for covered companies, Bloomberg consensus for non-covered companies. Note: Share prices as of Sept 15, 2026,
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Debate 1: Will China's advanced packaging market face

oversupply?

Market view: Unlikely. China remains at the early stage of advanced packaging
adoption, while underlying demand is expected to grow rapidly, led by strong
domestic Al compute requirements. Looking ahead, structural growth in Al, data
centers, cloud computing, autonomous driving and high-end consumer electronics
should drive increasing adoption of advanced packaging. Against this backdrop, the
market expects demand growth to outpace capacity additions, supporting healthy

utilization and favorable industry economics for domestic OSATs.

Our view: Risk of moderate overcapacity. Firstly, more players, intensifying
competition, and an attractive growth outlook is drawing more OSATSs to enter the
market, which could drive capacity ramp-up ahead of demand increase. Secondly,
effective demand may be constrained by upstream bottlenecks, including yields at
advanced process nodes and the availability of HBM and related components.
Thirdly, as domestic accelerator chips migrate toward 3D integration, multiple
accelerator dies could be vertically stacked before being packaged alongside HBM.
This could reduce the amount of 2.5D packaging required per accelerator die
shipped assuming similar die sizes, as more accelerator dies can be integrated

within a given 2.5D package.

Where we could be wrong: 1) Domestic Al compute demand scales faster than
expected; 2) faster expansion of domestic advanced-node capacity and improved
domestic HBM availability; 3) the transition toward 3D integration is slower than
expected, resulting in a smaller reduction in 2.5D packaging demand.

Key metrics to monitor: 1) Domestic advanced packaging capacity; 2) domestic
advanced node capacity and HBM availability; 3) progress of domestic logic-die 3D
stacking technology.

We see a growing risk of moderate overcapacity, particularly in 2.5D packaging. While
we remain constructive on the structural growth of China's advanced packaging market,
we think the market may be underestimating the pace of domestic capacity additions
relative to effective demand. Importantly, we distinguish between strong long-term TAM
growth and the near-/medium-term supply-demand balance. A rapidly growing industry
can still experience periods of excess capacity if supply is built ahead of customer
qualification, upstream component availability and actual accelerator shipments. We see

three reasons why this risk could become more visible over the next few years.

First, attractive growth prospects are encouraging increasingly aggressive capacity
expansion. Advanced packaging enjoys high gross margin and it has become a strategic
focus for incumbent OSATs and new entrants, with multiple domestic players (JCET,
Tongfu Micro, Huatian Technology, Forehope etc.) expanding 2.5D/3D-related capacity
simultaneously. Companies have an incentive to build ahead of confirmed demand, given
long equipment lead times and the strategic importance of securing domestic Al supply-

chain capacity. This creates a potential timing mismatch. Capacity can ramp relatively
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quickly once equipment is installed and qualified, while end-demand conversion depends
on customer product ramps and utilization. Based on our bottom up analysis, we expect
China 2.5D packaging annual capacity to grow to 436k wafers in 2027, up from 120k
wafers in 2025, which is around 16% of non-China (TSMC mainly) capacity.

Exhibit 12: China 2.5D advanced packaging supply capacity Exhibit 13: We expect China 2.5D capacity to reach 16% of
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Second, on the demand side, upstream bottlenecks could constrain effective
packaging demand. The demand-side risk is that the end market demand for Al compute
may not translate directly into effective packaging demand. The immediate downstream
demand depends on the availability of qualified accelerator dies and HBM. Advanced-node
wafer yields are one potential constraint. Domestic Al accelerators increasingly require
sophisticated process technologies, and lower yields can reduce the number of known-
good dies available for packaging. We estimate Al GPU shipments by Chinese vendors will
reach 4.9mn units in 2027, up from 1.Imn units in 2025. Assuming around 21 chips per
wafer and overall yield of 85%, that indicates around 277k wafer demand in 2027.

HBM availability represents another major challenge. High-performance Al accelerators
increasingly depend on large amounts of high-bandwidth memory, and shortages in HBM
supply could effectively cap package output. In our CXMT initiation report, we estimated
3-4mn unit locally produced HBM units, but that could only support 0.75-Tmn units of
GPU, with the rest still relying on foreign HBM supply. Other constraints, including on
substrates, advanced interconnect materials, thermal solutions and specialized equipment,
could have similar effects. In such a scenario, underlying Al demand could remain robust
while actual packaging utilization falls short of expectations. This distinction between end

demand and effective demand is central to our more cautious industry view.
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Exhibit 14: We expect China Al GPU shipment to reach ~5mn Exhibit 15: That translates to around 277k wafer demand in
unit in 2027 2027
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Exhibit 16:
We expect moderate overcapacity of China's 2.5D packaging
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Capacity mix is shifting from CoWoS-S-like to CoWoS-L-like solutions

Another important consideration is the mix of 2.5D packaging capacity being built in China.
Domestic advanced packaging players have generally started with CoWoS-S-like solutions
based on a full silicon interposer, while gradually developing more CoWoS-L-like
capabilities as Al packages become larger and more complex. This broadly mirrors the
technology evolution seen at TSMC, where CoWoS-S uses a silicon interposer, while
CoWoS-L combines an RDL-based interposer with local silicon interconnects to enable
greater package scalability and design flexibility. TSMC itself has shifted its development
focus toward CoWoS-L as HPC package sizes increase.

This transition could create a capacity-mix mismatch within China's advanced packaging
market. CoWoS-S-like capacity is currently more mature domestically and represents a
meaningful portion of existing and near-term capacity, whereas CoWoS-L-like capacity

remains at an earlier stage of ramp. At the same time, demand from newer generations of
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high-performance Al accelerators is increasingly moving toward larger and more complex
packages, which should favor CoWoS-L-like architectures over time. Recent industry
indications suggest domestic CoWoS-L-like products are beginning to enter volume
production, while the broader industry is increasingly treating CoWoS-L as the next major
technology upgrade for 2.5D packaging.

As a result, we see greater overcapacity risk in CoWoS-S-like capacity than in CoWoS-L-
like capacity. S-like demand could begin to moderate as customers migrate toward L-like
solutions, potentially leaving some dedicated S-like capacity underutilized even as
aggregate advanced packaging demand continues to grow. This distinction is important
because headline 2.5D capacity numbers may overstate the supply that is actually suitable
for next-generation Al accelerators. A market can therefore simultaneously experience
excess S-like capacity and relatively tight L-like capacity.

Domestic players are partly mitigating this risk by building flexibility into portions of their
capacity. Where common process modules can support both S-like and L-like flows,
capacity initially used for S-like products can potentially be reconfigured toward L-like
production as customer demand migrates. This should reduce the risk that all S-like
capacity becomes structurally stranded. However, the conversion is unlikely to be
completely frictionless, given differences in interposer architecture, process flow,
equipment requirements and customer qualification. Therefore, nominally flexible capacity
should not necessarily be treated as immediately interchangeable between the two
technologies.

The implication for our overcapacity thesis is that the risk may increasingly be one of
capacity mix rather than aggregate capacity alone. In the near term, the faster build-out of
S-like capacity could result in declining utilization as demand begins to shift toward L-like
solutions. Over the medium term, continued growth in L-like demand and the gradual
conversion of flexible lines could absorb part of this excess. We would therefore monitor
S-like and L-like capacity, utilization and customer qualifications separately, rather than
relying solely on aggregate domestic CoWoS-like capacity when assessing the industry's
supply-demand balance.



Morgan Stanley | researcw

INSIGHT

Exhibit 17: China 2.5D advanced packaging capacity supply (yearly total, k wafers)

China 2.5D advanced packaging capacity supply (yearly total, k wafers)
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Also, the transition from 2.5D toward 3D integration could change the relationship
between accelerator shipments and 2.5D packaging demand. Today, a typical high-end
accelerator architecture places compute die(s) and HBM side-by-side on an interposer or
equivalent 2.5D platform. As domestic accelerator vendors move toward more advanced
3D architectures, multiple accelerator dies could increasingly be vertically integrated
before being packaged alongside HBM. Assuming broadly similar die sizes, this could allow
more compute dies to be incorporated within a given 2.5D package footprint, meaning
2.5D packaging demand may grow more slowly than do accelerator die shipments. In other
words, rising Al accelerator volumes do not necessarily translate linearly into rising 2.5D

packaging units or area over the longer term.
Conclusion

We remain constructive on the structural growth outlook for China's advanced packaging
market, while seeing a risk of moderate overcapacity as capacity investment accelerates.
The market's bullish view is well supported by rapidly growing domestic Al compute
demand, continued semiconductor localization and the increasing importance of advanced
packaging in enabling higher system-level performance. Our concern is that effective
packaging demand may grow more slowly than Al demand due to component constraints,
while industry capacity could expand relatively quickly.

Packaging architecture adds another layer of uncertainty. If domestic Al accelerators
increasingly adopt 3D integration, vertically stacking multiple GPU dies could reduce the
amount of 2.5D package footprint required per GPU die, assuming broadly stable die sizes
and total die volumes.
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Debate 2: Which vendors are the biggest beneficiaries of
China's advanced packaging business?

Market view: OSAT vendors. The market increasingly views advanced packaging
as a key technology enabler for domestic Al GPUs, particularly as China's access to
advanced node semiconductor production equipment remains constrained. As
further transistor scaling becomes more challenging, advanced packaging provides
an alternative pathway to enhance system-level performance through chiplets,
higher integration density, and higher-bandwidth interconnects. Against this
backdrop, OSAT vendors could emerge as key beneficiaries of China's Al compute
build-out.

Our view: Equipment vendors. As we discussed in Debate 1, we expect China's
advanced packaging to be in a moderate degree of overcapacity over the next few
years, so the broad-based capacity build-out could intensify competition, pressure
pricing, and constrain gross margin upside. Equipment vendors, by contrast, are
better positioned to capture the current capacity expansion cycle. Regardless of
whether incremental OSAT capacity ultimately generates attractive returns, the
initial capacity build-out requires meaningful equipment investment.

Metrics to monitor: 1) Capex of OSAT vendors; 2) margin trend of OSAT vendors;
3) revenue and earnings growth of OSAT vendors.

Where we could be wrong: 1) Stronger China Al compute demand than our
expectation, outpacing the advanced packaging capacity addition, leading to higher
gross margin for OSAT vendors; 2) technological breakthrough of OSAT vendors,
leading to cost saving and margin expansion.

Equipment vendors are better positioned than OSAT vendors to play
China's advanced packaging

In our report on JCET: Slow recovery with share loss; downgrade to UW (Sep 24, 2024),
we had already argued that the biggest beneficiaries of China's advanced packaging would
be the equipment vendors, rather than the OSAT vendors. Our main argument was that
the advanced packaging opportunity for OSAT vendors comes at the expense of higher
R&D and capex, weighing on near-term earnings, while the equipment vendors are the

beneficiaries from the capex build-up.

What has changed since then is the volume ramp-up of China's Al GPU shipments, and the
rising demand for domestic 2.5D advanced packaging demand. As discussed in Debate 1,
we see moderate overcapacity as a result, which may intensify competition, pressure
pricing, and constrain gross margin upside for OSAT vendors.

Equipment vendors, by contrast, should benefit more directly from the capacity
expansion itself. Regardless of whether incremental OSAT capacity ultimately earns an

attractive return, building that capacity requires upfront investment in bonding,
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Exhibit 18: OSAT capex started to rise from 2024 driven by

advanced packaging demand
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lithography, deposition, plating, inspection/metrology, wafer handling and other back-end
equipment. In other words, OSAT earnings depend on capacity being filled, while
equipment revenues depend primarily on capacity being built. This distinction becomes
particularly important if our moderate-overcapacity thesis is correct. Aggressive OSAT
expansion could be dilutive to industry utilization and pricing while simultaneously

creating a strong order environment for equipment suppliers.
Exhibit 19: OSAT capex as % of revenue is rising to historical
high level
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Source: Bloomberg, Morgan Stanley Research. Note: 2026 estimate is Bloomberg consensus estimates

Advanced packaging should also be more equipment-intensive than conventional
packaging, providing a second leg to the equipment thesis. The transition toward
2.5D/3D integration requires additional and increasingly sophisticated process steps,
including fine-pitch RDL, TSV, wafer-level processing, temporary bonding/debonding, high-
precision die placement, thermal compression/hybrid bonding and advanced inspection. As
interconnect pitches shrink and package complexity increases, equipment performance
becomes increasingly critical to yield and throughput. We therefore expect equipment
value per unit of packaging capacity to rise as the domestic industry migrates from
conventional packaging toward 2.5D and ultimately 3D integration.

Identifying the key companies among equipment vendors
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Exhibit 20: China's advanced packaging process and key companies
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ACM Research (ACMR.O, OW): ACM Research is one of the more direct beneficiaries of
China's advanced-packaging capacity build-out because its portfolio addresses several
process steps whose equipment intensity rises materially in wafer-level, 2.5D/3D and
panel-level packaging, particularly electrochemical plating, cleaning and other wet
processes. The exposure is already showing up in reported results: in Q2 2026, ACM’s
advanced-packaging revenue excluding ECP grew 153% YoY, while its ECP, furnace and
other technologies category grew 168% YoY, with management citing ECP and advanced
packaging as the key growth drivers. ACM shipped its 2,000th ECP chamber during the
quarter, demonstrating an increasingly meaningful installed base across logic, memory and
3D packaging. More importantly for the China capacity-build thesis, ACM received its first
production order for a 510x515mm horizontal panel-level electroplating system from an
existing advanced-packaging customer in mainland China, moving its panel-level offering
closer to volume production. As Chinese OSATs and integrated manufacturers expand
2.5D/3D, fan-out and eventually larger-format panel-level packaging, ACM should benefit
from both additional tool demand and increasing process intensity per package, while its
local manufacturing, application-development and service infrastructure should support
further localization-driven share gains.

ASMPT (0522.HK, OW): ASMPT should be a major beneficiary of China's advanced-

packaging investment through its leading positions in thermo-compression bonding (TCB),
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high-precision flip-chip die bonding and hybrid bonding, technologies that become
increasingly critical as Al processors migrate toward larger 2.5D packages, chiplets, HBM
and higher-density 3D integration. The operating momentum is already substantial:
ASMPT's TCB revenue grew approximately 146% YoY in 2025, while its advanced-
packaging business reached a record US$339 million of revenue in TH 2026, up 177% YoY
and representing 30% of group revenue. In July 2026, it received bulk orders for more
than 50 chip-to-substrate TCB tools from OSAT customers, highlighting the step-up in
equipment requirements as compound die sizes increase for Al workloads. China provides
an additional demand vector: ASMPT has reported particularly strong Chinese demand for
die- and wire-bonding equipment as domestic Al infrastructure investment and OSAT
utilization increase. As Chinese packaging houses move from conventional assembly
toward larger packages, finer-pitch interconnects, chip-on-wafer/chip-on-panel
architectures and ultimately more TCB and hybrid bonding, equipment value per unit of
packaging capacity should rise, creating a favorable mix shift toward ASMPT's highest-
value advanced bonding platforms.

Other major domestic Chinese equipment companies: These span nearly the full
advanced-packaging process flow. Circuit Fabology Microelectronics Equipment, or
CFMEE (688630.SH; 9630.HK; not covered), provides direct-write lithography for RDL,
bumping, TSV and system-on-wafer applications. Its wafer-level packaging tools have
secured orders from leading domestic OSATSs for large Al packages including CoWoS-like
architectures, while its large-format panel-level lithography platform has progressed into
customer qualification and commercial orders. Kingsemi (688037.SH; not covered)
supplies coat/develop, wafer cleaning, temporary bonding and laser debonding systems
specifically designed for advanced packaging and 2.5D/3D integration, giving it exposure to
thick-photoresist RDL processes, TSV cleaning and the temporary bond/debond steps
required for aggressive wafer thinning. Hwatsing Technology (688120.SH; not covered) is
leveraged to CMP, ultra-precision wafer thinning, dicing and wet processing, with its
thinning equipment already receiving orders in advanced-memory and Chiplet applications;
these steps become increasingly demanding as wafers and dies are thinned for stacked
architectures. Skyverse Technology (688361.SH; not covered) provides inspection and
metrology equipment, including 3D topography measurement capable of monitoring fine-
line RDL and TSV-related processes for HBM and 2.5D/3D packaging, a business which
could grow through the increase in process-control intensity as package complexity rises.
Piotech (688072.SH; not covered) is exposed to the next stage of packaging localization
through wafer-to-wafer and die-to-wafer hybrid bonding, surface activation and bonding
metrology. Its product portfolio explicitly targets HBM and 3D integration as China moves
from conventional packaging localization toward domestic production of the most
advanced bonding steps. Collectively, the industry should benefit from the absolute
increase in Chinese advanced-packaging capacity and the rising number, precision and
value of process steps required per package as the industry migrates toward Chiplets,
HBM, 2.5D/3D integration and panel-level packaging.

BE Semiconductor (BESI.AS, OW, covered by Nigel van Putten): Besi is particularly well
positioned for China's move into higher-end 2.5D and 3D packaging because its core
franchise is concentrated in the high-accuracy die-placement technologies that become
increasingly important as interconnect pitches shrink, including advanced flip-chip,
thermo-compression and hybrid bonding. The China linkage is unusually explicit: Besi has

cited a “significant increase” in demand from Chinese subcontractors as the country builds
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out Al-related infrastructure, while its 2025 annual report identified seven planned
advanced-packaging fab projects in China representing approximately US$6.3 billion of
investment. This capacity expansion coincides with a favorable technology transition for
Besi, as customer roadmaps point toward greater adoption of hybrid bonding and TC Next
across HBM&4/4E, ASICs, high-performance computing and co-packaged optics. Current
results already demonstrate the strength of this cycle, with Q2 2026 revenue up 69% YoY
and orders up 129% YoY, driven particularly by hybrid bonding, datacenter and other Al-
related applications. China therefore offers Besi two layers of upside: more absolute
advanced-packaging capacity and a shift toward increasingly precise, equipment-intensive
bonding architectures where Besi has its strongest competitive positioning. Key risks: 1)
hybrid bonding adoption more limited than expected; 2) strength in core business fades; 3)
FX headwinds pressure margins

Among Japanese vendors, DISCO (6146.T; OW; covered by Suzune Tamura) is one of
the clearest beneficiaries through its leading position in precision wafer grinding, thinning
and dicing, process steps that become increasingly important as HBM, chiplets and
2.5D/3D architectures require thinner wafers and more complex singulation. Its portfolio
extends to large-format panel dicing as fan-out and panel-level packaging scale. Key risks:
1) sharp slowdown in Al semiconductor investment; 2) weakening in consumer demand.

TOWA (6315.T; EW; covered by Yoshihito Hasegawa) is similarly well positioned through
compression molding and molded-underfill equipment used in HBM, chiplet, 2.5D/3D and
panel-level packaging, with continued investment by Asian OSATs and memory
manufacturers supporting demand for its higher-end molding platforms. TOWA, which has
strong competitiveness in molding equipment, recently began sales of its next-generation
compression molding system, INNOMS. The system was developed with the goal of
reducing mass production costs by approximately 50%. Compared with conventional
models, it reduces installation space by 40%, power consumption by around 50%, and
consumables usage by approximately 25%. The company plans to deploy the system
across a wide range of applications, including memory and logic devices. Key risks:
stagnant chip/SPE market; heightened geopolitical risk; reduced China demand; stall in
tech advances; slow sales expansion for cutting-edge package/HBM equipment, loss of

tech edge due to market changes, margin decline.

Kulicke & Soffa (NASDAQ: KLIC; not covered) offers thermo-compression and emerging
hybrid-bonding platforms for logic and HBM and has an established Chinese OSAT
customer base. The geographic mix of its current advanced-bonding orders is not
disclosed.
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Debate 3: Besides 2.5D packaging, how much upside can
emerging advanced-packaging technologies contribute to

China OSATs?

Market view: 3DIC, HBM packaging, CPO could be meaningful drivers. The
market is increasingly pricing in meaningful incremental opportunities for Chinese
OSATs from next-generation packaging technologies including 3DIC, HBM and CPO,
with each potentially creating a sizable new revenue pool as domestic Al

infrastructure scales.

Our view: More cautious on the near-term earnings contribution. While all three
technologies are strategically important, we believe commercialization remains
constrained by either cost, customer ownership of packaging, or technology
maturity. As a result, we see the current advanced-packaging earnings story as
being driven primarily by 2.5D/CoWoS-type capacity expansion, while 3DIC, HBM

and CPO remain mostly medium- to long-term optionality.

Metrics to monitor: 1) Customer qualification and volume-production milestones;
2) dedicated capacity additions; 3) utilization rates; and &) disclosed revenue
contribution from these new technologies.

Where we could be wrong: 1) OSAT technology breakthrough which lower the
cost of 3DIC; 2) accelerating HBM outsourcing together with OSAT HBM packaging
capability improvement; 3) CPO yield improves faster than expected together with
OSAT CPO packaging capability improvement.

3DIC

3DIC - China could over-index in adoption, but high cost remains the key constraint.
TSMC remains the global leader in 3DIC through its SolC platform, although SolC capacity
is still small relative to its CoWoS footprint. AMD and Apple are the major customers of
TSMC SolC capacity with Nvidia's share increasing next year. China, meanwhile, is seeing a
growing number of early 3DIC implementations across edge Al and mobile.

e Rockchip's RK1820 integrates high-bandwidth on-chip DRAM with an NPU, with
industry sources describing the memory implementation as a 3D-stacked
architecture;

e Xiaomi's recently announced XRING O100 Al accelerator reportedly uses 6nm
wafer-to-wafer stacking and hybrid bonding to deliver 1.22TB/s memory bandwidth

* Dongfang Suanxin's DF1000 adopts DRAM-on-logic wafer-level hybrid bonding for
near-memory Al computing.

e Huawei launched the Kirin 9050 Pro in September 2026 for the Mate XT 2, the
first high-performance processor to use logic folding technology. The design stacks
logic units across layers and connects them vertically, shortening signal paths to
reduce latency and improve performance.
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We view Kirin 9050 Pro as potentially the most meaningful domestic proof point given its
deployment in a commercial flagship smartphone, the annual sell-through of Huawei Mate
XT (using Kirin 9020 chip) is around 300-400k unit in past year. Therefore, we estimate
China’s 3DIC market will remain at only tens of millions of US dollars over the next 2-3
years. A meaningful expansion in TAM would require either tens of millions of units in

consumer electronics applications or million-unit volumes of high-ASP Al accelerators.

Exhibit 21: LogicFolding for Huawei's mobile SoC
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The key limitation, in our view, is cost. A true 3D logic stack adds substantially more
manufacturing content than conventional packaging: additional active dies/wafers must be
fabricated and tested, followed by wafer thinning, CMP/surface preparation, TSV or
backside interconnect processing, high-precision alignment, hybrid bonding and
significantly more inspection/metrology. More importantly, the economics are highly
sensitive to compound yield—a defective die or poor bond can destroy value already
embedded in another known-good die. Industry cost studies therefore identify incoming
wafer cost and yield loss as major drivers of 3D hybrid-bonding economics, rather than the
bonding tool itself. This makes 3DIC very different from conventional OSAT packaging.
The package is increasingly incorporating fab-like process steps and expensive processed
silicon, meaning the absolute packaging/integration cost can rise materially even if hybrid-
bonding unit costs decline with scale. This is also why global adoption has so far
concentrated in products for which performance per watt, bandwidth or form factor can
justify the premium—AMD HPC/AI, Apple’s high-end M-series and, increasingly, high-value
Al accelerators—rather than broad-based semiconductor applications.
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Exhibit 22: TSMC SolC capacity
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Exhibit 23: TSMC SolC demand breakdown by customers
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China could nevertheless adopt 3DIC more aggressively than global economics alone
would imply, as advanced packaging partly substitutes for constrained front-end
scaling. Huawei's -scaling roadmap is the clearest example: Rather than relying purely on
geometric transistor scaling, Huawei is explicitly using LogicFolding to shorten signal paths
and increase effective transistor density, with the company targeting density equivalent to
a T4nm-class process by 2031 through system-, circuit- and packaging-level innovation.
This is particularly relevant in China, where restricted access to EUV and leading-edge
process technology makes architectural and packaging workarounds comparatively more

valuable.
HBM

HBM - strong volume opportunity, but limited incremental value capture for OSATs
for now. HBM is arguably the largest potential packaging-related demand pool given rapid
Al accelerator growth, but the key debate is who captures the packaging value. CXMT is
currently developing domestic HBM capabilities. In our CXMT initiation report, we
estimate CXMT can produce 3-4mn units of HBM3E stacks in 2027. However, packaging is
currently largely retained within the memory ecosystem, including through affiliated
packaging capabilities such as Xinputianying, limiting the immediate addressable market
for independent OSATs. Outsourcing could increase as technology matures and volumes
scale, but we would view this primarily as a volume-transfer opportunity rather than a
major structural uplift in OSAT value capture unless independent OSATs are able to take
on higher-value TSV / stacking / advanced integration steps.
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Exhibit 24: CXMT to ramp up HBM capacity from 20k wpm in
2026 to 70k wpm in 2028
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Exhibit 25: CXMT's HBM to account for 3.8%/4.4% if the total
HBM market in 2026 and 2027 in terms of bit shipment
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CPO - attractive long-term TAM, but unlikely to move near-term earnings. CPO could

eventually create a meaningful new integration opportunity for OSATs as Al clusters

migrate toward higher-bandwidth and lower-power optical interconnects. However, the

technology remains relatively immature, with fiber alignment, thermal management,

testing and supply-chain integration still key bottlenecks. Industry forecasts generally

point to initial volume production beginning around 2026, but large-scale deployment is

more likely in 2027-28, suggesting limited contribution to China OSAT earnings over the
next 1-2 years. We therefore see CPO as a credible long-term optionality rather than a

near-term earnings catalyst.
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JCET: Upgrade to Overweight; advanced packaging share
gain and business diversification

JCET to emerge as a meaningful share gainer in China's 2.5D/CoWoS-like advanced
packaging.

e JCET is effectively building its 2.5D business from a low base, leaving substantial
room for incremental share gains in a market currently highly concentrated: S)
Semiconductor (SJSemi) held c.85% of China's 2.5D packaging market by revenue in
2024. JCET Microelectronics (Jiangyin), the group’s key high-end advanced
packaging facility, only began volume ramp-up recently, but the trajectory is
encouraging. Revenue reached Rmb212mn in TH26, while net losses narrowed to
Rmb89mn, with utilization continuing to improve. Management expects the
business to turn profitable in 2027, while we estimate capacity could reach
~Skwpm by end-2027, providing meaningful headroom for 2.5D revenue and share
expansion.

e Customer visibility is improving: JCET already has an anchor CSP customer, while
qualification and ramp-up with additional customers are progressing. Management
has highlighted a rich pipeline of customer projects and expects the Jiangyin 2.5D
business to scale to Rmb billions of annual revenue over the next 1-2 years.

e JCET is broadening its advanced-packaging footprint beyond its existing Jiangyin
capacity. The recently announced Rmb7.8bn high-end advanced packaging facility in
Shanghai Lingang should provide a second leg of capacity growth, with the
company also building capabilities across CPO, panel-level packaging, 2.5D/3D
integration and other next-generation technologies.

Taken together, we see JCET transitioning from a relatively small participant to an
increasingly scaled supplier in domestic 2.5D advanced packaging, supported by capacity
ramp, customer diversification and technology expansion, which should translate into
structural market-share gains over the medium to long term.

Exhibit 26: JME (Jiangyin) revenue and net profit trend Exhibit 27: JCET - 2.5D packaging capacity projection
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Source: Company data

Source: Company data, Morgan Stanley Research estimates

JCET is accelerating its business mix diversification away from traditional
communications and consumer electronics toward higher-growth, higher-value-added
computing and automotive applications. In TH26, computing revenue grew 40.4% YoY,
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with its revenue contribution rising sharply to 30% from 22% in 1H25, making computing
JCET's largest end-market for the first time. Automotive revenue increased 25.0% YoY to
Rmb2bn, with its revenue mix expanding to 11% from 9%. We expect this diversification to
continue. JCET's dedicated Lingang automotive packaging facility commenced production
in March 2026 and entered volume production in 2Q26. As equipment installation,
customer qualification and product ramps progress, incremental capacity should support a
continued increase in automotive revenue contribution. In computing, JCET is stepping up
capacity and R&D investment across the Al data-center value chain, covering compute,
power, storage and interconnect, while continuing to scale advanced packaging platforms
such as XDFOI and developing next-generation technologies including CPO.

Exhibit 28: Computing and automotive mix continue to grow Exhibit 29: Surging capex for advanced packaging
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Domestic market share gain driven by mix upgrade, rather than price-led competition.
In 2025, JCET's China revenue increased ~22% YoY to Rmb8.3bn, outpacing domestic
revenue growth at key OSAT peers, including Tongfu Microelectronics at 15% YoY and
Huatian Technology at 18% YoY. More importantly, JCET achieved this above-peer growth
alongside a 6.6ppt YoY expansion in domestic gross margin to 20.4%, versus only modest
margin improvement at Huatian and broadly flat/down margins at Tongfu. This
combination of accelerating revenue growth and sharply improving profitability suggests
that JCET is not gaining share through aggressive pricing. Rather, we believe it points to
structural share gains in higher-value-added segments such as computing, automotive, and
industrial applications.
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Exhibit 30: 2025 China market sales growth, JCET the highest
among China OSAT
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INSIGHT

Exhibit 31: JCET domestic market gross margin improved 6ppt
in 2025
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Key downside risks to our OW view

¢ The global economy heads into recession, which leads to deteriorating demand for

smartphones, PCs and consumer electronics.

e JCET has limited technology breakthrough, which leads to the slower ramp-up of
its 2.5D/3D advanced packaging.
e Peers become more aggressive on pricing and JCET loses market share among local

customers.
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JCET: Estimate revisions and quarterly financials

We raise our 2026/27/28 EPS estimates by 2%/3%/12%: We raise our sales forecasts to
reflect strong Al and Al peripheral chips demand, and we raise our gross margin

assumptions because of favorable OSAT pricing, we also increase the interest expense as

the company issued bonds to fund its capacity expansion.

Exhibit 32: JCET: Estimate revisions summary

(Rmb mn) New 2026e Old 2026e Diff.% New 2027e Old 2027e Diff.% New 2028e Old 2028e Diff.%
Net sales 44,311 43,066 3% 51,375 47,702 8% 59,837 54,933 9%
Gross profit 6,994 6,556 7% 8,279 7,637 8% 9,931 8,692 14%
Operating profit 3,154 3,027 4% 4,301 4,057 6% 5,535 4,785  16%
Pretax income 2,826 2,819 0% 4,078 3,975 3% 5,314 4,740 12%
Net income 2,628 2,586 2% 3,670 3,578 3% 4,783 4,266  12%
EPS 1.47 1.45 2% 2.05 2.00 3% 2.67 238  12%
Margins
Gross margin 15.8% 15.2% 16.1% 16.0% 16.6% 15.8%
Operating margin 7.1% 7.0% 8.4% 8.5% 9.3% 8.7%
Pretax margin 6.4% 6.5% 7.9% 8.3% 8.9% 8.6%
Net margin 5.9% 6.0% 71% 7.5% 8.0% 7.8%
Source: Morgan Stanley Research estimates
Exhibit 33: JCET: Quarterly earnings summary
(Rmb mn) 1Q25 2Q25 3Q25 4Q25 1Q26 2Q26 3Q26e 4Q26e 2025 2026e 2027e 2028e
Total Revenues 9,335 9,270 10,064 10,202 9,171 10,356 12,277 12,507 38,871 44,311 51,375 59,837
Q% -15.0% -0.7% 8.6% 1.4% -10.1% 12.9% 18.5% 1.9%
YIY % 36.4% 7.2% 6.0% -7.1% -1.8% 11.7% 22.0% 22.6% 8.1% 14.0% 15.9% 16.5%
Cost of Sales (8,156) (7,944) (8,630) (8,643) (7,837) (8,732 (10,301)  (10,447) (33,372) (37,317) (43,096) (49,906)
Percent of Revenues 87.4% 85.7% 85.7% 84.7% 85.5% 84.3% 83.9% 83.5% 85.9% 84.2% 83.9% 83.4%
Gross Profit before dep and amort 2,009 2,151 2,382 2,520 2,174 2,572 3,020 3,406 9,062 11,171 12,352 14,004
Percent of Revenues 21.5% 23.2% 23.7% 24.7% 23.7% 24.8% 24.6% 27.2% 23.3% 25.2% 24.0% 23.4%
Gross Profit 1,179 1,327 1,434 1,559 1,334 1,624 1,975 2,061 5,499 6,994 8,279 9,931
Gross Margin 12.6% 14.3% 14.3% 16.3% 14.5% 16.7% 16.1% 16.5% 14.1% 15.8% 16.1% 16.6%
Incremental Margins 17.4% NM 13.6% NM 21.8% 24.4% 18.3% NM 27.6% 27.5% 18.2% 19.5%
Total Opex (804) (867) (901) (917) (891) (921) @1 (1,117) (3,489) (3,840) (3,979) (4,396)
Percent of Revenues 8.6% 9.3% 9.0% 9.0% 9.7% 8.9% 7.4% 8.9% 9.0% 8.7% 7.7% 7.3%
Operating Income 375 460 533 642 443 703 1,064 944 2,011 3,154 4,301 5,535
Operating margin 4.0% 5.0% 5.3% 6.3% 4.8% 6.8% 8.7% 7.5% 5.2% 7.1% 8.4% 9.3%
Total Non-operating Income(Loss) (104) (158) 75 (85) (138) (114) (39) @7) (272) (329) (223) (221)
Percent of Revenues -1.1% -1.7% 0.7% -0.8% -1.5% -1.1% -0.3% -0.3% -0.7% -0.7% -0.4% -0.4%
Profit Before Taxes 2n 302 609 557 305 588 1,025 906 1,738 2,826 4,078 5,314
Percent of Revenues 2.9% 3.3% 6.0% 5.5% 3.3% 5.7% 8.4% 7.2% 4.5% 6.4% 7.9% 8.9%
Taxes (67) 37) (126) 62 (26) (45) (79) (70) (168) (220) (408) (531)
Tax Rate 24.6% 12.4% 20.7% -11.1% 8.7% 7.7% 7.7% 7.7% 9.7% 7.8% 10.0% 10.0%
Net Income, Cont Ops 204 265 483 619 279 543 947 837 1,570 2,605 3,670 4,783
Cumulative Eftects 0 0 0 0 0 0 o 0 0 0 0 o
Minority Interest 1 3) ©) 7 ) ) 0 0 5 (23) 0 0
Reported Income 203 267 483 611 290 554 947 837 1,565 2,628 3,670 4,783
Percent of Revenues 2.2% 2.9% 4.8% 6.0% 3.2% 5.4% 7.7% 6.7% 4.0% 5.9% 7.1% 8.0%
Change vs Year Ago 50.4% -44.8% 57% 14.7% 42.7% 107.3% 96.0% 36.8% -2.8% 67.9% 39.6% 30.3%
Reported EPS (Rmb) 0.1 0.15 0.27 0.34 0.16 0.31 0.53 0.47 0.87 1.47 2,05 2.67
QQ% -61.9% 31.5% 80.6% 26.6% -52.5% 91.0% 70.8% -11.6%
YIY % 50.4% -44.8% 5.7% 14.7% 42.7% 107.3% 96.0% 36.8% -2.8% 67.9% 39.6% 30.3%

Source: Company data, Morgan Stanley Research. e = Morgan Stanley Research estimates

JCET: Valuation methodology

We raise our price target to Rmb90.2: This reflects the changes in our earnings estimates
and increased intermediate growth rate to 19.0% up from 13.5% mainly because of
increasing mix from Al-related advanced packaging. We continue to derive our price target
using the base-case value from a residual income (RI) model. All of our key assumptions
are unchanged, including a cost of equity of 8.6% (beta of 1.2, risk premium of 5.5%, and
risk-free rate of 2.0%), and a terminal growth rate of 4.0%.
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Exhibit 35: JCET: NTM P/E ratio

50x

INSIGHT

Exhibit 34: JCET: Rl model

2026e 2027e 2028e 2029e 2030e 2031e 2032e 2033e 2034e 2035e 2036e 2037e

Total Equity 32,127 35,406 39,644 44,197 49,615 56,063 63,736 72,867 83,733 96,663 112,050 130,360
Net Profit 2,628 3,670 4,783 5,692 6,773 8,060 9,591 11,414 13,582 16,163 19,234 22,888
ROAE 8.5% 10.9% 12.7% 13.6% 14.4% 15.3% 16.0% 16.7% 17.3% 17.9% 18.4% 18.9%
Residual Income (31) 729 1,468 1,973 2,581 3,301 4,155 5,169 6,373 7,803 9,503 11,523
Spread -0.1% 23% 41% 5.0% 5.8% 6.7% 7.4% 81% 8.7% 9.3% 9.8% 10.3%
Ending Equity Capital 32,127
PV of Forecast Period 24,103
PV of Continuing Value 105,126
Equity Value 161,356
No. of Shares 1,789
Projected Price (Rmb) 902

Source: Morgan Stanley Research estimates

Bull/bear case discussion

Our bull case value is Rmb147.7 (up from Rmb81.9): In this scenario, we expect fast

ramp-up of 2.5D/3D packaging business.

Our bear case value is Rmb60.6 (up from Rmb33.6): In this scenario, we expect slower

ramp-up of 2.5D/3D packaging business.

The magnitude of our bull and bear scenario value changes is in line with our base-case

value change.

Exhibit 36: JCET: NTM P/B ratio
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Risk Reward — JCET Group Co Ltd (600584.SS)

Gaining share in Al GPU packaging

PRICE TARGET Rmb90.20

Base case, residual income model. We assume a cost of equity of 8.6% (risk free rate of 2%,
equity risk premium 5.5% and beta of 1.2%), an intermediate growth rate of 19.0%, and a
terminal growth rate of 4.0%.

Rmb50.00 L 4 Rmb135.00

MS PT
Mean 4 Morgan Stanley Estimates

Consensus Price Target Distribution
Source: Refinitiv, Morgan Stanley Research
RISK REWARD CHART

CNY

RmMb147.70(+122.67%)
160
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. A
RMb66133
40 W

0]
SEP 25

® Rmb90.20(+35.99%)

RmMb60.60(-8.64%)

MAR 26 SEP 26 SEP 27

Key: — Historical Stock Performance @ Current Stock Price 4 Price Target

Source: Refinitiv, Morgan Stanley Research

BASE CASE Rmb90.20
4.6x 2027e BVPS (44x 2027e EPS)

Revenue growth accelerates in 2026: 1)
JCET's revenue grows 14% in 2026; 2) pricing
in the OSAT segment rises mildly; 3)
advanced packaging (2.5D/3D) revenue
grows to 5% of mix in 2027.

BULL CASE Rmb147.70
7.5x 2027e BVPS (72x 2027e EPS)

Revenue growth accelerate strongly in
2026: JCET's revenue grows strongly in
2026. JCET enjoys further share gains
among both global tier-1and Chinese
customers thanks to advanced packaging
ramp-up and improved technology. JCET's
share increases meaningfully in the global
OSAT market.

OVERWEIGHT THESIS

m We expect JCET to be a market share
gainer in China's Al GPU advanced packaging
industry.

m OSAT companies have hiked prices to
reflect higher raw material prices. Overall
utilization is high and pricing is favorable, so
margins could improve in 2026/27.

m JCET is diversifying its business from
consumer and communication to more high-
value add compute and automotive markets.

Consensus Rating Distribution

85% Overweight

15% Equal-weight
0% Underweight
® MS Rating

Source: Refinitiv, Morgan Stanley Research

Risk Reward Themes

Positive
Positive

Pricing Power:
Secular Growth:

View descriptions of Risk Rewards Themes here

BEAR CASE Rmb60.60
3.1x 2027e BVPS (30x 2027e EPS)

Overall semiconductor downturn: 1) JCET's
revenue remains flat in 2026; 2) pricing in
the OSAT segment declines; 3) advanced
packaging (2.5D/3D) revenue is below 3% of
mix in 2027.

INSIGHT



Morgan Stanley | researcw

Risk Reward — JCET Group Co Ltd (600584.SS)

KEY EARNINGS INPUTS

Drivers Dec 2025

Gross Margin (%) 14.1 15.8
Revenue from JCET (Rmb, mn) 17,159 17,247
Revenue from STATS (Rmb, mn) 9,680 12,797

INVESTMENT DRIVERS

» 2.5D advanced packaging capacity ramp-up
« OSAT pricing

GLOBAL REVENUE EXPOSURE
o, APAC, ex J , Mainland
R oo i o

® 20-30% Mainland China

’ ® 40-50% North America

Source: Morgan Stanley Research Estimate
View explanation of regional hierarchies here

MS ALPHA MODELS
5/5  3Month
MOST Horizon

Source: Refinitiv, FactSet, Morgan Stanley Research; 1is
the highest favored Quintile and 5 is the least favored
Quintile

Dec 2026e Dec 2027e Dec 2028e

16.1 16.6
17,330 17,422
16,916 22,362

RISKS TO PT/RATING
RISKS TO UPSIDE

Better-than-expected demand for
communications, computing, and consumer
electronics

Providing 2.5D/3D advanced packaging sooner
than we expect

Faster-than-expected share gains

RISKS TO DOWNSIDE

« Worse-than-expected demand for
communications, computing, and consumer
electronics

Providing 2.5D/3D advanced packaging later
than we expect

Slower-than-expected share gains

OWNERSHIP POSITIONING
54.2% [

Source: Refinitiv, Morgan Stanley Research

Inst. Owners, % Active

MS ESTIMATES VS.

FY Dec 2026e

Sales /

Revenue 41,437.2

(Rmb, mn)

EBITDA

(Rmb, mn) 6,607.0

Net income

(Rmb, mn) 1,947.8

EPS

(Rmb) B
Mean

CONSENSUS
44,3111
> 46,7481
@ 7,991
2,628
€ 26908
1.5
¢ 15
# Morgan Stanley Estimates

Source: Refinitiv, Morgan Stanley Research

INSIGHT
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JCET: Financial summary

Exhibit 37: JCET: Financial summary

Income Statement Cash Flow Statement
Rmb mn (Years End Dec ) 2025 2026e 2027e 2028e Rmb mn (Years End Dec ) 2025 2026e 2027e 2028e
Net sales 38,871 44,311 51,375 59,837 Cashflow from Operations 4,652 8,640 8,215 9,375
COGS (33,372)  (37,317)  (43,096)  (49,906) Net profits 1,565 2,628 3,670 4,783
Depreciation Expense (3,562) (4,177) (4,073) (4,073) Depreciation 3,966 4,837 4,716 4,830
Variable Cost (29,810)  (33,140)  (39,023)  (45,833) Working Capital Change 163 41) (432) (544)
Gross profit 5,499 6,994 8,279 9,931 Other adjustments (1,042) 1,217 261 307
Operating expenses (3,489) (3,840) (3,979) (4,396) Cashflow from Investing (9,056) (9,700) (8,200) (8,201)
Operating income 2,011 3,154 4,301 5,535 Capex (6,246) (9,700) (8,200) (8,201)
Non-operating income (272) (329) (223) (221) Change of LT Investment (1,234) 0 0 0
Pre-tax income 1,738 2,826 4,078 5,314 Change of ST Investment 0 0 0 0
Income tax (168) (220) (408) (531) Other adjustments (1,577) 0 0 0
Minority Interests 5 (23) 0 0 Cashflow from financing 732 509 351 196
Reported net Income 1,565 2,628 3,670 4,783 Increase in L/T debt 732 732 732 732
Adj.wtd.avg.shrs( m) 1,789 1,789 1,789 1,789 Increase in S/T debt 0 0 0 0
Reported EPS (Rmb) 0.87 1.47 2.05 2.67 Cash Dividend Paid (596) (233) (391) (545)
Modelware EPS (Rmb) 0.87 1.47 2.05 2.67 Dir& Emp Bonus Paid 0 0 0 0
Other adjustments 596 10 10 10
Balance Sheet Exchange rate adjustment 3,217 (0) 0 0
Rmb mn (Years End Dec) 2025 2026e 2027e 2028e Net change in cash -455 -551 366 1,371
Cash 8,887 8,336 8,702 10,073
Mkt Securities 2,104 2,104 2,104 2,104
AR/NR 5,483 5,954 6,903 8,040 Financial Ratios
Inventory 3,604 5,491 6,366 7,415 2025 2026e 2027e 2028e
Other 815 783 808 837 Growth(%)
Current Assets 20,894 22,669 24,884 28,470 Turnover 8.1 14.0 15.9 16.5
Long-term investments 802 802 802 802 Operating profits 11.8 56.9 36.3 28.7
Fixed assets 24,622 29,485 32,970 36,341 Pretax profits 5.4 62.5 44.3 30.3
Other assets 6,506 6,506 6,506 6,506 Net profits -2.8 67.9 39.6 30.3
Total Assets 52,824 59,462 65,162 72,119 EPS -2.8 67.9 39.6 30.3
S/T borrowings 1,834 1,834 1,834 1,834 Margins (%)
AP/NP 6,679 8,995 10,388 12,030 Gross Margin 14.1 15.8 16.1 16.6
Other ST liabilities 4,315 5,500 5,785 6,122 Operating Margin 5.2 71 8.4 9.3
LT debt 8,077 8,819 9,561 10,303 EBITA Margin 13.6 15.8 15.9 15.7
Other LT liabilities 2,186 2,186 2,186 2,186 Pretax Margin 45 6.4 7.9 8.9
Total Liabilities 23,093 27,335 29,755 32,475 Net Profit 4.0 59 71 8.0
Common stocks 1,789 1,789 1,789 1,789 Return (%)
Preferred stocks 0 0 0 0 ROAE 53 8.5 10.9 12.7
Capital Researve 15,234 15,234 15,234 15,234 ROAA 29 4.7 59 7.0
Retained earning 10,783 13,178 16,458 20,695 Gearing (%)
Minority 1,925 1,925 1,925 1,925 Net Debt/Equity 3.4 7.2 7.6 52
Total Equity 29,732 32,127 35,406 39,644 Liabilities/Equity 7.7 85.1 84.0 81.9
Total Liab. & Shrhidr's Equity 52,824 59,462 65,162 72,119 Ratios (X)
Current ratio 1.6 1.4 1.4 14
e = Morgan Stanley Research Estimates Quick ratio 1.1 0.9 0.9 0.9
Source: Morgan Stanley Research, Company Data Others
AR/NR Turnover (days) 49 49 49 49
Inventory Turnover (days) 35 35 37 42
AP Turnover (days) 88 88 88 88
Cash Conversion (days) -3 -4 -1 3

Source: Company data, Morgan Stanley Research. e = Morgan Stanley Research estimates
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S) Semi: Leading advanced packaging player, with premium
valuation

We initiate coverage on S) Semi with Equal-weight and a price target of Rmb118.4. S)
Semi is a leading advanced packaging vendor in China and the No.1 player in domestic 2.5D
packaging, with c.77% market share in 2025. We expect the company to be a key
beneficiary of strong China Al GPU demand and increasing adoption of chiplet/
heterogeneous integration, driving 25% revenue CAGR over 2025-28, with a rising 2.5D
mix supporting a structurally superior margin profile versus domestic OSAT peers.
However, we see a more balanced risk-reward at current valuation. Aggressive capacity
expansion by domestic peers could pressure S) Semi's market share, pricing, and
utilization, while high customer concentration and potential bottlenecks in HBM supply
add uncertainty to the pace of growth. We believe the stock’s premium valuation already
reflects its technology leadership and strong advanced-packaging growth outlook,
supporting our Equal-weight rating

Investment Positives

A key beneficiary of China's advanced packaging growth. We see S) Semi as a key
beneficiary of the rapid development of China's Al computing ecosystem, in which
advanced packaging has become an increasingly critical part of the Al GPU supply chain as
chiplet architectures and heterogeneous integration gain adoption. According to CIC,
China's advanced packaging market is expected to grow to Rmb100bn in 2029 at 13%
CAGR (2025-29), while the chiplet/multi-chip integration segment is expected to expand
to Rmb17.7bn in 2029 at 40% CAGR (2025-29). Beyond Al GPUs, advanced packaging
demand is also growing across data centers, autonomous driving, smartphones and
communications applications, providing S] Semi with diversified structural growth drivers.
Given its leading position in China's 2.5D packaging market, we expect S) Semi to capture
this strong industry beta and deliver 25% revenue CAGR over 2025-28.

Exhibit 38: China advanced packaging TAM is expected to grow Exhibit 39: SJ Semi revenue is expected to grow 25% CAGR

to Rmb100bn in 2029 with chiplet 2.5D at 40% CAGR (2025-28)
(Rmn bn) 14,000 (Rmb mn)
120 12,000

m Flip chip @ 10% CAGR (2025-29)
100 10,000

Chiplet (2.5D) @ 40% CAGR (2025-29) 8000

80
mWLP @ 9% CAGR (2025-29) 6000
60 /
4,000
40
2,000
) l l
m

0 2022 2023 2024 2025 2026e 2027e 2028e
2019 2020 2021 2022 2023 2024 2025e 2026e 2027e 2028e 2029
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Source: CSIA, CIC Source: Company data, Morgan Stanley Research estimates

Leading position in China's advanced packaging market with a structurally superior
margin profile. S) Semi has established a leading position in China's advanced packaging
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market, particularly in 2.5D packaging. In particular, the company ranked No.1in China’s
2.5D packaging market with c.77% market share in 2025, while its 12-inch bumping
business also ranked No.1in China, underscoring its leadership across key advanced
packaging platforms. We believe S) Semi is well positioned to benefit from the
accelerating adoption of 2.5D/3D packaging driven by AI/HPC demand. Importantly, the
increasing revenue mix from 2.5D packaging should support a structurally higher gross
margin versus local OSAT peers, given the higher technical barriers and value-add of 2.5D
packaging. S) Semi delivered a ¢.30% gross margin in TH26, materially above major
domestic peers such as JCET, Tongfu Microelectronics and Huatian Technology, which
were generally in the low-to-mid teens. We expect continued 2.5D ramp-up to drive

revenue growth and sustained margin outperformance versus domestic peers.

Exhibit 40: SJ Semi's dominant position in China's 2.5D Exhibit 41: SJ Semi's gross margin higher than its peers due to

packaging industry (2025)
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Source: Company data, Morgan Stanley Research
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Source: Company data, Morgan Stanley Research

Leading domestic 3DIC commercialization with a clear first-mover advantage. We
believe S) Semi is currently the most advanced among domestic OSAT peers in 3DIC, with
its micro-bump-based SmartPoser®-3DIC-BP platform already in volume production and its
hybrid-bonding SmartPoser®-3DIC-HB platform advancing C2W/W2W capabilities. This
positions the company well for the next generation of Al accelerators, for which increasing
compute density and bandwidth requirements — including architectures implied by
Huawei's -scaling roadmap — should drive greater adoption of 3D integration. SJ Semi is
moving aggressively on capacity, with its Rmb10bn Shanghai Lingang 3DIC project
commencing construction in June 2026. While front-end foundries may have stronger
underlying process capabilities, we believe SJ Semi is ahead in 3DIC commercialization and
dedicated capacity deployment, supporting a meaningful first-mover advantage as

domestic 3DIC demand scales.
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Exhibit 42: SJ Semi is ahead among OSAT peers in 3DIC commercialization

Company Type 3DIC / Advanced Packaging Initiative Investment Start / Status Expected Completion

Dongsheng Hexin 3D Integrated Chip Manufacturing Phase

SJ Semi OSAT o Rmb10bn Construction started Jun-2026 N/A
1, Shanghai Lingang
New high-end advanced packaging & testing fab at
JCET OSAT g K P g g . g Rmb7.8bn Approved / initiated in 2026 Phase | targeted for 2H28
Oriental IC Port, Shanghai Lingang
. Tongfu . OSAT Wafer-leve} packaging + HPC/communicati?ns pacf(aging ~Rmb1.47bnlacrossvtwo major Under development in 2026 ~3-year copstruction
Microelectronics expansion; parallel development of hybrid bonding expansion projects period
Huatian Technology OSAT R&D into 2.5D/3D and hybrid bonding N/A R&D / development N/A
~Rmb5.6bn for initial Phase Il Phase |l facilities largely completed
Quliang Electronics OSAT Jinjiang advanced packaging Phase II g y P Partially completed
development by 2024; ongoing ramp

Established advanced packaging research institute and . .
SMIC Foundry ) . e N/A Xin3D established Mar-2026 N/A
Xin3D Semiconductor to develop 2.5D/3D capabilities

XMC Foundry Dedicated 3D heterogeneous integration process platform N/A Already in volume production Operational

Source: Company data, Morgan Stanley Research

Investment Concerns

Intensifying competition in advanced packaging could pressure market share and
returns. While S) Semiconductor currently holds a leading position in China’s advanced
packaging market, competition is likely to intensify as domestic OSAT peers, including
JCET, Tongfu Microelectronics, and Forehope Electronic, accelerate capacity expansion and
technology upgrades in advanced packaging. As competing capacity comes online and
peers narrow the technology gap, S) Semiconductor could face greater pressure on
customer share, pricing and capacity utilization. In addition, aggressive industry-wide
capacity additions could increase the risk of oversupply, potentially weighing on margins
and returns on invested capital over the medium term.

High customer concentration creates a potential long-term risk. S) Semiconductor has
significant revenue exposure to Huawei, ~74% in TH25, making its earnings sensitive to
Huawei's outsourcing strategy. Meanwhile, Huawei is developing its own advanced
packaging capabilities through Quliang and Ruixin. As these in-house platforms scale and
mature, Huawei could potentially shift part of its advanced packaging demand away from
external suppliers such as S) Semiconductor. While this may not be an immediate risk
given capacity and technology constraints, greater internalization over time could reduce

SJ Semiconductor’s order visibility, utilization rates and bargaining power..
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Exhibit 43: SJ Semi market share in terms of built capacity may Exhibit 44: Huawei accounts for 74% of SJ Semi total revenue in
decline to 34% in 2027 due to aggressive capacity ramp from TH25
OSAT peers 100%
100% R 90%
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Source: Company data, Morgan Stanley Research estimates
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U.S. export controls remain a potential supply-chain risk. S) Semiconductor is currently
on the U.S. Entity List, which could restrict its access to certain U.S.-origin equipment,
components, software and technologies that require export licenses. While export
controls have historically focused more heavily on advanced front-end semiconductor
manufacturing equipment and S) Semiconductor's exposure to restricted back-end
packaging equipment appears relatively manageable at present, the U.S. has continued to
broaden semiconductor-related controls. As advanced packaging becomes increasingly
critical to Al and advanced computing, there is a risk that future restrictions could expand
to cover additional advanced packaging equipment or technologies. If S} Semiconductor's
overseas suppliers are unable to obtain required export licenses, or if localization of
relevant equipment and components progresses more slowly than expected, the company
could face disruptions to capacity expansion, production and R&D, potentially constraining
its technology roadmap and long-term growth.

Our estimates vs consensus

What's priced in? Since its listing on April 21, S} Semi's share price has been volatile,
initially rallying sharply through May 26 as strong investor enthusiasm around China’s
advanced packaging and Al supply-chain localization drove a significant valuation re-rating.
From late May through July 9, the shares entered a period of consolidation and elevated
volatility as investors digested the rapid post-IPO rerating and increasingly demanding
valuation, although continued enthusiasm around advanced packaging supported periodic
rebounds. The stock subsequently sold off alongside the broader global technology and
semiconductor correction in July, as concerns over elevated Al valuations and the
sustainability of the Al capex cycle drove a broad risk-off move across semiconductor
equities. Following S) Semi's 2Q26 results, with quarterly revenue growth slowing to c.2%
YoY and net profit declining 16% YoY; the stock fell as results fell short of elevated
market expectations.
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Exhibit 45: SJ Semi: Share price performance since listing

290 investor enthusiasm period of consolidation Sell-off along with 2Q26 earnings
around advanced post IPO globaltech correction short of
packaging and Al elevated market

supply-chain localization expectation
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Source: Factset, Morgan Stanley Research
What is the market missing? We think the market is missing three factors:

¢ Intensifying competition which pressures the margin. OSAT peers were all
attracted by secular growth opportunities of advanced packaging. As peers ramp
up capacity, we expect a certain level of pricing competition. Therefore, our gross
margin assumptions are slightly lower than consensus numbers in 2028.

¢ HBM tightness and leading-node capacity ramp-up pace and yield. Although we
are constructive on China Al GPU shipment growth and local HBM ramp, any
hiccup in GPU production or HBM sourcing (local and foreign) will impact final
shipments and thus constrain near-term growth and execution

¢ Over-estimation of 3DIC, HBM sourcing and CPO opportunities. We think
expectations for 3DIC, CPO and HBM outsourcing opportunities appear optimistic,
with the timing and addressable revenue pool likely overstated, for details, please
see Debate 3: Besides 2.5D packaging, how much upside can emerging advanced-
packaging technologies contribute to China OSATs?

Exhibit 46: Our earnings estimates are 6%/4% below consensus for 2027/28

(Rmb mn) MS 2026e Cons 2026e Diff.% MS 2027e Cons 2027e %  MS 2028e Cons 2028e Diff.%
Net sales 7,874 7,976 -1% 10,371 10,738 -3% 12,863 13,673  -6%
Gross profit 2,436 2,421 1% 3,247 3,356 -3% 4,093 4,457  -8%
Operating profit 1,189 1,099 8% 1,743 1,792 -3% 2,365 2,438 -3%
Pretax income 1,125 1,099 2% 1,703 1,792 -5% 2,325 2,438  -5%
Net income 1,101 1,093 1% 1,618 1,718 -6% 2,209 2,316 -5%
EPS 0.59 0.59 1% 0.87 0.92 -6% 1.19 124 4%
Margins

Gross margin 30.9% 30.4% 31.3% 31.3% 31.8% 32.6%
Operating margin 15.1% 13.8% 16.8% 16.7% 18.4% 17.8%

Pretax margin 14.3% 13.8% 16.4% 16.7% 18.1% 17.8%

Net margin 14.0% 13.7%. 15.6% 16.0% 17.2% 16.9%

Source: Factset consensus estimates, Morgan Stanley Research estimates

Peer comparison

We identify three peer groups for S) Semi: Execution needs to substantiate the high
premium over peers:

e OSAT peers: We benchmark S) Semi against domestic A-share OSATs and global
OSAT leaders, reflecting its core exposure to semiconductor packaging and testing.
However, S) Semi's greater focus on wafer-level advanced packaging and 3D

integration supports a premium valuation versus conventional OSAT peers. We
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expect the premium to narrow over the long term as the advanced packaging mix

increases at peers.

China Al GPU thematic peers: We compare SJ Semi with China Al GPU players,

given its exposure to the domestic AI/HPC ecosystem through advanced packaging.

While not direct business-model peers, this group provides a useful valuation

reference for the scarcity premium and growth expectations attached to China's
localized Al compute supply chain. S) Semi's 2027 P/S and P/E are higher than large

local GPU companies (Cambricon and Hygon) seems demanding, as the revenue

growth of GPU players is expected to be stronger.

Back-end equipment: S) Semi sits downstream as a manufacturing/service provider

rather than an equipment vendor, but both groups benefit from increasing

adoption of 2.5D/3D integration, fine-pitch interconnect and advanced bonding.

Overall back-end equipment valuations seem more reasonable vs. S) Semi.

S) Semi trades at 31x/24x/19x 2026-28E P/S, far above OSATs (~3x/3x/2x) and equipment
peers (~11x/8x/8x), and much closer to China Al GPU supply chain names (~25x/15x/12x).

We think the current valuation already prices S) Semi much more as an Al/advanced-

packaging scarcity asset than as an OSAT, so execution needs to substantiate that

premium.
Exhibit 47: SJ Semi: Peer comparison
Stock Price  Curr- Market Cap Revenue Growth (%) PIS PIE P/IB Price Performance

(LCU) ency (US$mm) 2026 2027 2028 2026 2027 2028 2026 2027 2028 2026 2027 2028 M 3M 1Y
SJ Semi 126.8 CNY 35,216 20.8% 31.7% 24.0% 30x 23x 18x 215x 146x 107x 11.5x 10.7x 9.7x (8.1%)  (18.8%) -
A-share OSAT
JCET 66.3 CNY 17,696 14.0% 15.9% 16.5% 3x 2x 2x 45x 32x 25x 3.7x 3.4x 3.0x (15.7%) (3.8%) 75.1%
Tongfu Microelectronics 56.8 CNY 12,847 23.4% 15.6% 12.2% 3x 2x 2x 44x 41x 34x 4.9x 4.4x 3.9x (9.8%) (0.8%) 71.5%
Huatian Technology 16.0 CNY 7,938 19.5% 17.5% 12.4% 3x 2x 2x 58x 45x 37x na. na. n.a. (11.0%) (0.4%) 42.9%
Forehope 57.6  CNY 3,894 21.8% 31.1% 20.9% 5x 4x 3x 127x 78x 58x 6.6x 6.1x 5.5x (15.2%) (1.3%) 67.4%
Mean 19.7% 20.0% 15.5% 3x 3x 2x 69x 49x 38x 5.1x 4.6x 4.1x
Median 20.7% 16.7% 14.4% 3x 2x 2x 51x 43x 35x 4.9x 4.4x 3.9x
China Al GPU thematic players
Hygon 2237 CNY 77,518 55.0% 39.5% 31.6% 23x 16.7x 13x 111x 74x 48x 19.6x 16.0x 12.5x (20.4%)  (20.1%) 1.7%
Cambricon 1,040.0 CNY 97,508 178.8% 112.8% 33.6% 36x 17x 13x 99x 54x 42x 36.4x 23.0x 15.8x (4.8%)  (16.1%) 4.1%
MetaX 4611  CNY 27,479  1459%  535%  205% 46x 30x 25x na. 350x 200x 14.0x 13.4x 126x  (38.4%)  (33.6%) -
llluvatar CoreX 106.3  CNY 3,647 190.7% 206.3% 45.9% 8x 3x 2x na. 15x 8x 2.1x 1.8x 1.5x (22.6%)  (39.6%) -
SMIC (H-share) 613  USD 90,335 26.7% 13.2% 9.9% 8x 7x 6x 58x 35x 30x 9.7x 7.6x 6.8x  (134%) (144%)  (2.3%)
Hua Hong (H-share) 106.5 USD 39,217 24.8% 18.5% 10.8% 13x 11x 10x 120x 68x 53x 16.3x 13.1x 11.0x (18.2%)  (23.5%) 109.2%
Mean 103.6% 74.0% 25.4% 22x 14x 11x 97x 100x 63x 16.4x 12.5x 10.0x
Median 100.5% 46.5% 26.0% 18x 14x 11x 105x 61x 45x 15.2x 13.3x 11.7x
Global peers
Amkor 471 usb 11,707 13.3% 10.8% 9.7% 2x 1x 1x 18x 20x 16x 2.3x 2.1x 1.9x (20.1%)  (43.1%) 85.1%
ASE 612.0 TWD 86,136 29.7% 33.4% 30.1% 3x 2x 2x 34x 21x 13x 6.4x 5.3x 4.3x (0.6%) 3.7% 266.5%
KYEC 2615 TWD 10,570 36.5% 41.1% 30.1% 7x 5x 4x 29x 19x 14x 5.9x 4.9x 4.0x 5.9% (2.6%) 65.4%
Mean 26.5% 28.5% 23.3% 4ax 3x 2x 27x 20x 14x 4.9x 4.1x 3.4x
Median 29.7% 33.4% 30.1% 3x 2x 2x 29x 20x 14x 5.9x 4.9x 4.0x
Back-end Equipment
ASMPT 1543  HKD 8,251 32.7% 15.0% 14.6% 3x 3x 3x 35x 23x 16x 3.6x 3.3x 2.9x (12.3%)  (15.6%) 117.5%
BE Semiconductor 176.0 EUR 16,473 67.4% 42.7% 9.0% 14x 10x 9x 41x 25x 22x 18.1x 12.7x 9.6x (24.6%)  (44.5%) 57.3%
Hanmi Semiconductor 225,000.0 KRW 15,920 29.9% 57.5% 14.7% 29x 18x 16x 62x 41x 36x 24.4x 16.6x 12.2x (1.7%)  (37.7%) 147.5%
TOWA 2,105.0 JPY 1,023 18.0% 16.7% 9.4% 2x 2x 2x 20x 16x 14x 2.0x 1.8x 1.6x (16.2%)  (28.4%) 8.4%
Kulicke & Soffa 795 USD 4,158 60.7% 22.4% n.a. 3x 3x n.a. 17x 12x n.a. 4.3x 3.2x n.a. (19.8%)  (29.8%) 105.7%
Mean 38.1% 31.2% 12.5% 10x 7 7> 36x 24x 22x 10.0x 7.3x 6.2x
Median 31.3% 27.5% 14.6% 7x 5x 7x 37x 24x 22x 6.0x 4.6x 4.6x

Source: Company data, Bloomberg, Morgan Stanley Research. e=Morgan Stanley Research estimates for covered companies, Bloomberg consensus for non-covered companies. Note: Share prices as of Sept 15, 2026,
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Exhibit 48: SJ Semi: NTM P/E ratio
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INSIGHT

Exhibit 49: SJ Semi: NTM P/B ratio
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——SJ Semi one-year forward P/B

Source: FactSet, Morgan Stanley Research estimates

Key catalysts to watch

e 21st Oct 2026: IPO lock-up expiration for certain offline placement investors (7.6%

of floating shares)
e Late Oct: 3Q26 financial result
e 4Q26-1Q27: Advanced packaging / 3D integration capacity & customer qualification



Morgan Stanley | researcw

Risk Reward — S) Semiconductor Corp (688820.SS)

Leading advanced packaging player; premium valuation

PRICE TARGET Rmb118.40

We derive our price target from a residual income model, as we believe this methodology is
best suited to capturing long-term value. We assume an 8.0% cost of equity (beta 1.09, risk-
free rate 2.0% and risk premium 5.5%), a payout ratio of 50%, a medium-term growth rate of
26.0%, and a terminal growth rate of 5.0%, all of which are in line with other China Al supply
chain companies under our coverage.

RISK REWARD CHART

CNY
RmMb200.00(+57.73%)
200
150
RMb126180y
L] ". ® Rmb118.40(-6.62%)
100
RmMb80.00(-36.91%)
50
0
SEP 25 MAR 26 SEP 26 SEP 27

Key: — Historical Stock Performance @ Current Stock Price 4 Price Target

Source: Refinitiv, Morgan Stanley Research

BULL CASE Rmb200.00 Rmb118.40

18.0x 2026 P/B

(1) >40% revenue CAGR in 2025-28 driven
by stronger-than-expected domestic Al GPU
demand; (2) limited competition risk as
peers struggle to ramp up advanced
packaging capacity; and (3) gross margin
above 35% in 2026-28 thanks to production
scale effects and technology breakthrough.

BASE CASE
11.0x 2026 P/B

(1) 25% revenue CAGR in 2025-28 driven by
strong domestic Al GPU demand; (2)
moderate competition risk as peers struggle
to ramp up advanced packaging capacity;
and (3) gross margin ~314% in 2026-28,
mildly improving thanks to production scale
effects.

EQUAL-WEIGHT THESIS

m The leading local advanced packaging
vendor, benefiting from strong China Al
demand.

m Attractive gross margin of advanced
packaging business could lead more OSAT
companies to add capacity and compete in
this space.

m Final shipment of Al GPUs facing
constraints of upstream front-end leading
node vyield issue and local HBM ramp-up
pace.

m Valuation at 12x 2026 P/B or 2x of local
OSAT peers looks fair, reflecting technology
leadership and robust advanced packaging
TAM growth.

Risk Reward Themes

Contrarian:
Secular Growth:

Negative
Positive

View descriptions of Risk Rewards Themes here

BEAR CASE Rmb80.00

7.2x 2026 P/B

(1) <20% revenue CAGR in 2025-28 given
slower-than-expected domestic Al GPU
demand; (2) significant market share loss in
China's advanced packaging market as peers'
capacity scales; and (3) gross margin below
25% in 2026 and 2027 due to strong price
competition and underutilized capacity.

INSIGHT



Morgan Stanley | researcw

Risk Reward — S) Semiconductor Corp (688820.SS)

KEY EARNINGS INPUTS

Drivers 2025 2026e
Gross Margin (%) 31.0 30.9
Ei/t:)iplet packaging revenue growth 76.0 285
Chiplet packaging gross margin (%)  30.6 31.6

INVESTMENT DRIVERS

« China Al compute demand
« 2.5D/3.D advanced packaging capacity ramp-up
« Technology breakthrough in advanced packaging

GLOBAL REVENUE EXPOSURE

o, APAC, ex Japan, Mainland
® 0-10%  Ching and India

® 90-100% Mainland China

Source: Morgan Stanley Research Estimate
View explanation of regional hierarchies here

2027e  2028e
31.3 31.8
47.9 32.6
31.4 32.0

RISKS TO PT/RATING

RISKS TO UPSIDE

« China front-end leading node yield improves
significantly

o Local HBM capacity ramp-up faster than
expected, HBM sourcing from overseas market
becomes easier.

« Signficant progress in 3D packaging

RISKS TO DOWNSIDE

« Limited improvment in front-end leading node
yield

« Local HBM capacity ramp-up slower and
tightening restrictions of HBM imports from
overseas

« Limited progress in 3D packaging

MS ESTIMATES VS. CONSENSUS
FY 2026e

Sales / €7.873.8
Revenue Note: Tl not sufficient brokers supplying
(RITIb, mn) con 3 for this metric
ROE ®7.6
(,,/) Note: There are not sufficient brokers supplying
0,
con 1s data for this metric
EPS M
(RITIb) Note: There are not sufficient brokers supply

consensus data for this metric

Mean € Morgan Stanley Estimates

Source: Refinitiv, Morgan Stanley Research

INSIGHT
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SJ) Semiconductor: Financial Summary
Exhibit 50: SJ Semi: Financial Summary
Income Statement Cash Flow Statement
Rmb mn (Years End Dec ) 2025 2026e 2027e 2028e Rmb mn (Years End Dec ) 2025 2026e 2027e 2028e
Net sales 6,521 7,874 10,371 12,863 Cashflow from Operations 4,151 3,618 4,724 5,940
COGs (4,501) (5,437) (7,124) (8,770) Net profits 921 1,101 1,618 2,209
Depreciation Expense (1,837) (2,863) (3,090) (3,817) Depreciation 1,837 2,863 3,090 3,817
Variable Cost 0 0 0 0 Working Capital Change 655 (963) (709) (811)
Gross profit 2,021 2,436 3,247 4,093 Other adjustments 738 616 725 725
Operating expenses (1,039) (1,248) (1,504) (1,728) Cashflow from Investing (5,729) (5,087) (5,087) (5,087)
Operating income 982 1,189 1,743 2,365 Capex (5,087)  (5,087) (5,087) (5,087)
Non-operating income (118) (63) (40) (40) Change of LT Investment (642) 0 0 0
Pre-tax income 864 1,125 1,703 2,325 Change of ST Investment 0 0 0 0
Income tax 57 (24) (85) (116) Other adjustments 0) 0 0 0
Minority Interests 0 0 0 0 Cashflow from financing 513 5,028 0 0
Reported net Income 921 1,101 1,618 2,209 Increase in L/T debt 683 0 0 0
Adj.wtd.avg.shrs( m) 1,607 1,863 1,863 1,863 Increase in S/T debt 0 0 0 0
Reported EPS (Rmb) 0.57 0.59 0.87 1.19 Cash Dividend Paid 0 0 0 0
Modelware EPS (Rmb) 0.57 0.59 0.87 1.19 Dir& Emp Bonus Paid 0 0 0 0
Other adjustments (170) 5,028 0 0
Balance Sheet Exchange rate adjustment (149) 0 0 0
Rmb mn (Years End Dec) 2025 2026e 2027e 2028e Net change in cash -1,214 3,559 -362 853
Cash 6,061 9,620 9,258 10,111
Mkt Securities 0 0 0 0
AR/NR 1,141 1,693 2,230 2,765 Financial Ratios
Inventory 1,388 1,724 2,271 2,817 2025 2026e 2027e 2028e
Other 604 693 722 751 Growth(%)
Current Assets 9,194 13,731 14,481 16,444 Turnover 38.6 20.7 31.7 240
Long-term investments 0 0 0 0 Operating profits 184.7 21.0 46.6 35.7
Fixed assets 12,364 14,587 16,584 17,854 Pretax profits 304.2 30.2 51.4 36.5
Other assets 1,046 1,017 989 961 Net profits 330.8 19.6 47.0 36.5
Total Assets 22,603 29,335 32,053 35,258 EPS 330.8 3.2 47.0 36.5
S/T borrowings 423 423 423 423 Margins (%)
AP/NP 1,917 1,932 2,336 2,635 Gross Margin 31.0 30.9 31.3 31.8
Other ST liabilities 1,673 1,564 1,564 1,564 Operating Margin 15.1 15.1 16.8 18.4
LT debt 3,247 3,247 3,247 3,247 EBITA Margin 43.2 51.5 46.6 48.1
Other LT liabilities 915 1,612 2,309 3,006 Pretax Margin 13.2 14.3 16.4 18.1
Total Liabilities 8,176 8,778 9,879 10,875 Net Profit 14.1 14.0 15.6 17.2
Common stocks 0 0 0 0 Return (%)
Preferred stocks 0 0 0 0 ROAE 6.6 6.3 7.6 9.5
Capital Researve 13,795 18,823 18,823 18,823 ROAA 43 4.2 53 6.6
Retained earning 489 1,589 3,207 5,416 Gearing (%)
Minority 0 0 0 0 Net Debt/Equity (16.6) (28.9) (25.2) (26.4)
Total Equity 14,428 20,557 22,174 24,383 Liabilities/Equity 56.7 427 44.6 44.6
Total Liab. & Shrhidr's Equity 22,603 29,335 32,053 35,258 Ratios (X)
Current ratio 23 35 33 3.6
e = Morgan Stanley Research Estimates Quick ratio 1.8 2.9 2.7 2.8
Source: Morgan Stanley Research, Company Data Others
AR/NR Turnover (days) 78 78 78 78
Inventory Turnover (days) 73 72 72 70
AP Turnover (days) 167 140 130 120
Cash Conversion (days) -16 11 21 29

Source: Company data, Morgan Stanley Research. e = Morgan Stanley Research estimates
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S) Semi: Earnings Growth Outlook

Revenue growth outlook:

¢ \We forecast overall revenue to increase at a 25% CAGR in 2025-28.

e We expect chiplet/2.5D packaging to increase at a 36% CAGR in 2025-28, because
advanced packaging has become an increasingly critical part of the Al GPU supply
chain and chiplet architectures and as heterogeneous integration gain adoption.

e We expect mid level wafer processing business to grow at 10% CAGR (2025-28),
driven by rising advanced-node wafer volumes and increasing outsourcing of
bumping, probing and other mid-end processes as packaging complexity increases .

e We expect S) Semi's WLP business to grow at a more moderate 5% CAGR over
2025-28, as this segment is more exposed to smartphone relate chips such as

Radio Frequency (RF), fingerprint chips.

Earnings growth outlook: We expect S) semi's earnings to grow at a 34% CAGR (2025-
28), outpacing its sales growth. While the company still needs to invest heavily in capex to
expand its capacity and R&D for technology upgrades, we expect operating leverage to

emerge as revenue scales significantly.

GM trend: We expect the company’s gross margin to improve from 31% in 2025 to 32% in
2028, due to an increasing contribution from chiplet/2.5D packaging which carries
structurally higher margins. We anticipate S) Semi to maintain technology leadership in
advanced packaging and China Al GPU demand to remain strong for next 3-5 years.
Therefore, S) Semi's gross margin could improve mildly as capacity scales, but partly offset

by increasing competition as peers also ramp-up capacity.

Exhibit 51: SJ Semi: Quarterly financials

(Rmb mn) 1Q26 2Q26 3Q26e 4Q26e 2025 2026e 2027e 2028e
Total Revenues 1,698 1,708 2,497 1,970 6,521 7,874 10,371 12,863

Q% 0.0% 0.6% 46.2% -21.1%

YIY % 0.0% 2.0% 33.5% 33.6% 38.6% 20.7% 31.7% 24.0%
Cost of Sales (1,196) (1,184) (1,709) (1,348) (4,501) (5,437) (7,124) (8,770)

Percent of Revenues 70.4% 69.3% 68.4% 68.4% 69.0% 69.1% 68.7% 68.2%
Gross Profit before dep and amort 0 0 0 0 0 0 0 0

Percent ot Revenues 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Gross Profit 503 524 788 622 2,021 2,436 3,247 4,093

Gross Margin 29.6% 30.7% 31.6% 31.6% 31.0% 30.9% 31.3% 31.8%

Incremental Margins 224.5% 213.9% 33.4% NM 50.3% 30.7% 32.5% 34.0%
Total Opex (270) (274) (396) (308) (1,039) (1,248) (1,504) (1,728)

Percent of Revenues 15.9% 16.0% 15.8% 15.6% 15.9% 15.8% 14.5% 13.4%
Operating Income 233 250 392 314 982 1,189 1,743 2,365

Operating margin 13.7% 14.6% 16.7% 16.9% 16.1% 16.1% 16.8% 18.4%
Total Non-operating Income(Loss) (42) ) (10) (10) (118) (63) (40) (40)

Percent of Revenues -2.5% -0.1% -0.4% -0.5% -1.8% -0.8% -0.4% -0.3%
Profit Before Taxes 190 249 382 304 864 1,125 1,703 2,325

Percent of Revenues 11.2% 14.6% 16.3% 16.4% 13.2% 14.3% 16.4% 18.1%
Taxes 1 9 (19) (15) 57 (24) (85) (116)

Tax Rate -0.5% -3.6% 5.0% 5.0% -6.5% 2.2% 5.0% 5.0%
Net Income, Cont Ops 191 258 363 288 921 1,101 1,618 2,209

Cumulative Effects 0 ] 0 0 0 0 0 0

Minority Interest 0 0 0 0 0 0 0 0
Reported Income 191 258 363 288 921 1,101 1,618 2,209

Percent of Revenues 11.3% 156.1% 14.5% 14.6% 14.1% 14.0% 15.6% 17.2%

Change vs Year Ago 0.0% 0.0% 0.0% 0.0% 330.8% 19.6% 47.0% 36.5%
Reported EPS (Rmb) 0.10 0.14 0.19 0.15 0.57 0.59 0.87 1.19

QUQ % 0.0% 34.9% 40.7% -20.6%

YIY % 0.0% 0.0% 0.0% 0.0% 330.8% 3.2% 47.0% 36.5%
Basic shares (mn units) 1,863 1,863 1,863 1,863 1,607 1,863 1,863 1,863
Diluted 1,863 1,863 1,863 1,863 1,607 1,863 1,863 1,863
Basic period End share 1,863 1,863 1,863 1,863 1,607 1,863 1,863 1,863

Source: Company data, Morgan Stanley Research. e = Morgan Stanley Research estimates.
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Valuation Methodology

Our price target is Rmb118.4: We derive our price target from a residual income model, as
we believe this methodology is best suited to capturing long-term value. We assume an
8.0% cost of equity (beta 1.09, risk-free rate 2.0% and risk premium 5.5%), a payout ratio
of 50%, a medium-term growth rate of 26.0%, and a terminal growth rate of 5.0%, all of
which are in line with other China Al supply chain companies under our coverage.

Our price target implies 11.0x 2026 book value per share, 2.3x the local OSAT peer
average. We think its premium valuation already discounts much of S) Semi's technology
leadership and Al-driven growth.

Exhibit 52: Residual income model

2026e 2027e 2028e 2029e 2030e 2031e 2032e 2033e 2034e 2035e 2036e 2037e

Total Equity 20,557 22,174 24,383 25,775 27,528 29,737 32,521 36,028 40,447 46,015 53,031 61,871

Net Profit 1,101 1,618 2,209 2,783 3,507 4,418 5,567 7,015 8,838 11,136 14,032 17,680

ROAE 6.3% 7.6% 9.5% 1.1% 13.2% 15.4% 17.9% 20.5% 23.1% 25.8% 28.3% 30.8%
Residual Income (246) (87) 331 756 1,331 2,047 2,941 4,056 5,447 7,185 9,359 12,080

Spread 1.7% -0.4% 1.5% 3.1% 5.2% 7.4% 9.9% 12.5% 15.1% 17.8% 20.3% 22.8%
Ending Equity Capital 20,557

PV of Forecast Period 18,274

PV of Continuing Value 181,727

Equity Value 220,558

No. of Shares 1,863

Projected Price (Rmb) 118.4

Source: Morgan Stanley Research estimates.

Bull/bear case discussion

Our bull case value is Rmb200: stronger revenue growth with accelerated gross

margin expansion

We assume (1) >40% revenue CAGR in 2025-28 driven by stronger-than-expected
domestic Al GPU demand; (2) limited competition risk as peers struggle to ramp up
advanced packaging capacity; and (3) gross margin above 35% in 2026-28 thanks to
production scale effects and technology breakthrough.

Our bear case value is Rmb80: slower revenue growth with gross margin erosion amid

intensifying competition

We assume (1) <20% revenue CAGR in 2025-28 given slower-than-expected domestic Al
GPU demand; (2) significant market share loss in China's advanced packaging market as
peers scale capacity; and (3) gross margin below 25% in 2026 and 2027 due to strong

price competition and underutilized capacity.
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Exhibit 53: SJ Semi: NTM P/E ratio
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INSIGHT

Exhibit 54: SJ Semi: NTM P/B ratio
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S) Semi: Company Profile

Established in 2014, S) Semiconductor is one of the leading advanced semiconductor
packaging and testing companies in China, focusing on wafer-level advanced packaging and
mid-end wafer processing. The company is among the earliest domestic providers of 12-
inch bumping services and has expanded into wafer-level packaging (WLP) and Chiplet-
based heterogeneous integration solutions. S} Semiconductor provides end-to-end
advanced packaging services covering bumping, wafer probing, wafer-level packaging,
2.5D/3DIC, and advanced heterogeneous integration technologies for high-performance
computing, Al, data center, automotive and mobile applications. The company completed
its IPO on the Shanghai STAR Market in April 2026.

Business overview

S) Semiconductor specializes in advanced packaging and wafer-level manufacturing

technologies. Its major technology platforms include:

e Mid-end wafer processing, including 12-inch bumping, redistribution layer (RDL),
wafer probing (CP), TSV and hybrid bonding;

e Wafer-level packaging (WLP), including fan-in WLCSP and advanced wafer-level
packaging solutions;

e Chiplet heterogeneous integration, including 2.5D integration (TSV interposer),
3DIC and 3D Package technologies targeting Al accelerators, HPC processors,
networking chips and other high-performance applications.

Key Competitors

SJ Semi ranked number 9 in the global OSAT market in terms of revenue in 2025 with a
market share of 1.9%, according to Gartner. Major international competitors include ASE
Technology and Amkor Technology. Major domestic competitors include JCET, Tongfu
Microelectronics, Tianshui Huatian Technology, and Forehope Electronics.
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Exhibit 55: SJ Semi ranked No. 9 in the global OSAT industry (2025)
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Key customers and COGS

INSIGHT

SJ Semiconductor provides advanced packaging services primarily for leading fabless

semiconductor companies, foundries and HPC customers. As of TH25, the top 5 customers

accounted for 91% of sales, and top 1 customer Huawei accounts for 74% of total revenue.

S) Semi's revenue is primarily from China customers; overseas revenue accounted for 6%

of total revenue in TH25.

Manufacturing cost accounted for 50% of COGS in TH25. Advanced packaging requires

high levels of clean room, precision, and automation, thus it requires a significant amount

of advanced packaging and testing equipment. This equipment and these production lines

are typically highly expensive, so manufacturing cost usually accounts for a high

proportion of the operating cost structure.

2022 2023 2024 1H25

mTopl ©Top2-5

Source: Company data, Morgan Stanley Research

Exhibit 57: COGS breakdown (1H25)

Manufacturing
cost
50%

Source: Company data, Morgan Stanley Research

Shareholding Structure

Raw material
34%

As of the TH26 reporting, the largest shareholders were Wuxi Chanfa Science &
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Exhibit 58: Top 10 shareholders as of TH26

INSIGHT

Technology Venture capital (9.39%), an industry investment fund backed by stated-owned

capital. S) Semiconductor has no controlling shareholder.

SJ Semiconductor was originally established in 2014 as a joint venture between
Semiconductor Manufacturing International Corporation (SMIC) and JCET Group,
specializing in advanced semiconductor packaging and testing. In 2021, both companies
sold their stakes in SJ Semi to a consortium of financial investors. The main reason for
these sales was strategic. SMIC stated that the divestment would optimize resource
allocation and allow it to focus on its foundry business. JCET exited its investment to
monetize its holdings and strengthen its balance sheet while concentrating on its core
packaging operations.

Shareholders Number of shares  Shareholding %
1 Wuxi Chanfa Science & Technology Venture Capital 175,000,000 9.39%
2 Shanghai Yukuang Technology Partnership 109,600,000 5.88%
3 Shenzhen Yuanzhi No.1 Private Equity Investment Fund 98,666,666 5.30%
4 Shanghai Ruisheng Information Technology Partnership 45,700,000 2.45%
5 Suzhou Yuanhe Houwang Changxin No.2 Venture Capital Partnership 42,400,000 2.28%
6 China Mobile Equity Fund Management 41,522,377 2.23%
7 Suzhou Yuanhe Houwang Changxin Venture Capital Partnership 40,000,000 2.15%
8 Golden Link Worldwide Limited 40,000,000 2.15%
9 Shanghai Jinpu Chengji Enterprise Management Partnership 39,000,000 2.09%
10 Suzhou Puhua Chuangyu Equity Investment Partnership 37,666,666 2.02%

Source: Company data, Morgan Stanley Research

Management Team

Management past experience in front-end and leading OSAT companies. Mr. Cui is the
chairman of S) Semi and he previously worked in Hua Hong and SMIC. Mr. Li, S) Semi's
COO, previously worked in Chartered Semiconductor Manufacturing (being acquired by
Global Foundry) and Hua Hong. A deep understanding of wafer fabrication processes,
device characteristics, and manufacturing requirements enables the team to optimize
advanced packaging technologies, improve yield, and develop solutions that meet the

evolving demands of next-generation semiconductor products.

Exhibit 59: SJ Semiconductor: management team

Name Role Experience
CUI Dong Chairman & CEO Worked in Hua Hong (1998-2009); SMIC (2011-15), Joined SJ Semi since establishmentin 2014 as CEO

Worked in China Aerospace Science & Industry Corporation (1994-1995); Chartered Semiconductor Manufacturing

LI Jianwen Director & COO (1995-2003), Hua Hong (2003-2007), Amkor (2007-2014); Joined SJ Semi since establishmentin 2014
LIN Cheng-Chung R&D VP Worked in Nanya Tech (1994-1999); TSMC (1999-2013); Joined SJ Semi since establishmentin 2014
WU Wei VP Worked in ABB (1998-2007); TE Connectivity (2007-2014); Joined SJ Semi since establishmentin 2014
ZHOU Yan VP & Board Secretary ~ Worked in SMIC (2004-2021); Joined SJ Semi since 2021
WU Jihong VP Worked in ASE (2004-2006), SMIC (2006-2021); Joined SJ Semi since 2021
Worked in Hua Hong (2003-2007), Cooper Industries (2007-2009), BASF (2009-12), AMEC (2012-2021), OPNOUS
ZHAO Guohong VP & CFO (2021-2023) ; Joined SJ Semi since 2023

Source: Company data, Morgan Stanley Research
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2.5D: 2.5-Dimensional Integration. Advanced packaging architecture that places multiple
dies, such as Al processors and HBM, side-by-side on an interposer or equivalent high-

density interconnect platform.

3DIC: Three-Dimensional Integrated Circuit. Advanced integration architecture that
vertically stacks dies to increase compute density and shorten interconnects, but with
higher process complexity, cost and yield sensitivity.

ASIC: Application-Specific Integrated Circuit. Chip designed for a specific workload or
application, including custom Al accelerators.

Back-end: Back-end Semiconductor Manufacturing. Semiconductor assembly, packaging
and testing processes performed after wafer fabrication. Advanced packaging is making
these processes increasingly complex and equipment-intensive.

Bumping: Wafer Bumping. Process of forming conductive bumps on a wafer or die to

create electrical connections to another die, interposer or substrate.

C2W: Chip-to-Wafer. 3D integration approach in which individual dies are bonded onto a
wafer, allowing tested dies to be selected before stacking.

Chiplet: A smaller functional die designed to be integrated with other dies within one
package, enabling system performance to scale without relying solely on larger monolithic

chips.

CMP: Chemical Mechanical Planarization. Precision polishing process used to create
extremely flat wafer surfaces, important for advanced 3D integration and hybrid bonding.

CoWoS: Chip-on-Wafer-on-Substrate. Family of 2.5D advanced packaging architectures

that integrates multiple compute and memory dies through high-density interconnects.

CoWoS-L: Chip-on-Wafer-on-Substrate — Local Silicon Interconnect 2.5D architecture
combining an RDL-based interposer with local silicon interconnects, offering greater
scalability and design flexibility for larger Al packages.

CoWoS-S: Chip-on-Wafer-on-Substrate — Silicon Interposer 2.5D architecture using a

full silicon interposer to connect multiple dies.

CP: Chip Probe Electrical testing of individual dies while they remain on the wafer, helping
identify functional dies before downstream packaging.

CPO: Co-Packaged Optics Integration of optical communication components close to
compute or switching chips to increase interconnect bandwidth and reduce power

consumption.

CSP: Cloud Service Provider Large cloud-computing customer that operates data-center
infrastructure and is an important source of demand for Al accelerators and advanced
packaging.

Dicing: Wafer Dicing Process of cutting a processed wafer into individual semiconductor

dies.
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ECP: Electrochemical Plating Process that electrochemically deposits conductive metals,
typically copper, for structures including RDL and TSV-related interconnects.

EUV: Extreme Ultraviolet Lithography Advanced lithography technology used in leading-
edge semiconductor wafer fabrication.

Fab: Semiconductor Fabrication Plant Manufacturing facility in which semiconductor
wafers are processed and chips are fabricated.

Fabless: Fabless Semiconductor Company Semiconductor company that designs chips
but outsources wafer manufacturing to foundries.

Fan-in: Fan-in Wafer-Level Packaging Wafer-level packaging architecture in which
package interconnections remain within the footprint of the original die.

Fan-out: Fan-out Packaging Packaging architecture that redistributes connections beyond
the original die footprint, enabling more I/O connections and potentially multi-die
integration.

Fine Pitch: Fine Interconnect Pitch Small spacing between electrical interconnects. Finer
pitch enables higher interconnect density and bandwidth but requires greater
manufacturing precision.

Flip Chip: Flip-Chip Packaging Packaging method in which a die is flipped face-down and
electrically connected through bumps rather than conventional wire bonds.

Foundry: Semiconductor Foundry Manufacturer that fabricates semiconductor wafers for

chip designers and other customers.

Front-end: Front-end Semiconductor Manufacturing Wafer-fabrication processes used
to create transistors and circuitry before semiconductor assembly and packaging.

GPU: Graphics Processing Unit Highly parallel processor widely used for Al workloads
and a key source of demand for 2.5D/3D advanced packaging.

HBM: High-Bandwidth Memory Vertically stacked DRAM positioned close to Al
processors to provide very high memory bandwidth. HBM availability can constrain Al
accelerator and advanced-packaging output.

HBMB3E / HBMZ4 / HBM4E: High-Bandwidth Memory Generations Successive generations
of HBM with increasing bandwidth, capacity and packaging complexity.

Heterogeneous Integration Integration of different types of dies, potentially
manufactured using different process technologies, into a single package or system.

HPC: High-Performance Computing Compute-intensive applications requiring high
processing performance and memory bandwidth, making them major users of advanced
packaging.

Hybrid Bonding: High-density bonding technology that directly connects metal
interconnects and dielectric surfaces between dies or wafers, enabling finer interconnect
pitch for advanced 3D integration.

Interposer: Intermediate layer connecting multiple dies within a package through high-

density electrical interconnects; commonly used in 2.5D packaging.
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KGD: Known-Good Die: Die that has been tested and confirmed functional before being

incorporated into a multi-die package, helping reduce yield-related losses.

Logic Folding: Huawei's logic-stacking approach that uses vertical integration to shorten
signal paths and increase effective transistor density through system-, circuit- and
packaging-level innovation.

Micro-bump: Very small conductive bump used to create fine-pitch electrical connections

between dies in advanced packages.

NPU: Neural Processing Unit Processor optimized specifically for neural-network and Al
workloads.

OSAT: Outsourced Semiconductor Assembly and Test Semiconductor service provider
specializing in chip assembly, packaging and testing. JCET, S) Semi, ASE and Amkor are

examples discussed in the report.

Panel-Level Packaging: Packaging approach that processes semiconductor packages on
large rectangular panels rather than conventional circular wafers, potentially improving
manufacturing efficiency and cost at scale.

RDL: Redistribution Layer Fine metal wiring layers that redistribute electrical

connections between dies, bumps and other package components.

Singulation Package / Die Singulation Process of separating individual semiconductor
dies or packages from a processed wafer or panel.

SoC: System-on-Chip Semiconductor integrating multiple system functions, such as
processing, memory control and I/O, onto a single chip.

SolC: System on Integrated Chips TSMC's 3D integration platform for vertically stacking
semiconductor dies using high-density interconnect technologies.

TCB: Thermo-Compression Bonding Precision bonding process that uses heat and
pressure to connect dies, increasingly important for HBM and advanced 2.5D/3D
packaging.

TSV: Through-Silicon Via Vertical electrical connection passing through silicon, enabling
high-density connections through interposers or vertically stacked dies.

UTR: Utilization Rate Proportion of installed manufacturing capacity that is actually being
used. A key measure of advanced-packaging supply-demand balance.

W2W: Wafer-to-Wafer 3D integration approach in which two complete wafers are aligned
and bonded before being diced into individual devices.

Wafer Thinning: Wafer Thinning / Grinding Process of reducing wafer thickness, enabling
thinner dies and tighter vertical stacking in HBM and 3D packages.

WLCSP: Wafer-Level Chip-Scale Package Wafer-level packaging in which the completed
package is approximately the same size as the semiconductor die.

WLPL Wafer-Level Packaging Packaging process performed while semiconductor dies
remain part of the wafer rather than after individual die singulation.

XDFOI: XDFOI Advanced Packaging Platform JCET's advanced packaging platform used
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for high-density and heterogeneous integration applications.
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Important note regarding economic sanctions.
Disclaimer:

This research references U.S. Executive Order 14032 and/or entities or securities that are
designated thereunder. U.S. persons may be prohibited from buying certain securities of
entities named in this research. Readers are solely responsible for ensuring that their
investment activities are carried out in compliance with applicable laws.

This report references export controls and/or entities that may be subject to export
control restrictions. Readers are solely responsible for ensuring that their investment or
trade activities are carried out in compliance with applicable laws.

This report references U.S. Executive Order 14105 and/or entities that may be in scope of
such order. U.S. persons may be prohibited from engaging in certain transactions or
otherwise require certain other transactions be notified to the U.S. Department of
Treasury. Readers are solely responsible for ensuring that their investment or trade
activities are carried out in compliance with applicable laws.
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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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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 August 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 1555 42% 450 48% 29% 767 44%
Equal-weight/Hold 1577 43% 395 42% 25% 770 44%
Not-Rated/Hold 3 0% 1 0% 33% 1 0%
Underweight/Sell 559 15% 93 10% 17% 216 12%
Total 3,694 939 1754

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 (0). The stock's total return is expected to exceed the average total return of the analyst's industry (or industry team's) coverage universe, on a risk-adjusted basis, over the next
12-18 months.

Equal-weight (E). The stock's total return is expected to be in line with the average total return of the analyst's industry (or industry team's) coverage universe, on a risk-adjusted basis, over
the next 12-18 months.

Not-Rated (NR). Currently the analyst does not have adequate conviction about the stock's total return relative to the average total return of the analyst's industry (or industry team's) coverage
universe, on a risk-adjusted basis, over the next 12-18 months.

Underweight (U). The stock's total return is expected to be below the average total return of the analyst's industry (or industry team's) coverage universe, on a risk-adjusted basis, over the next
12-18 months.

Unless otherwise specified, the time frame for price targets included in Morgan Stanley Research is 12 to 18 months.

Analyst Industry Views

Attractive (A): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be attractive vs. the relevant broad market benchmark, as indicated
below.

In-Line (): 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.

Other Important Disclosures
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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 contained in a "Tactical Idea" on a particular stock may be contrary to the recommendations or views expressed
in research on the same stock. This may be the result of differing time horizons, methodologies, market events, or other factors. For all research available on a particular stock, please contact
your sales representative or go to Matrix at http://www.morganstanley.com/matrix.

Morgan Stanley Researchis provided to our clients through our proprietary research portal on Matrix and also distributed electronically by Morgan Stanley to clients. Certain, but not all, Morgan
Stanley Research products are also made available to clients through third-party vendors or redistributed to clients through alternate electronic means as a convenience. For access to all
available Morgan Stanley Research, please contact your sales representative or go to Matrix at http:/www.morganstanley.com/matrix.

Any access and/or use of Morgan Stanley Research is subject to Morgan Stanley's Terms of Use (http//www.morganstanley.com/terms.html). By accessing and/or using Morgan Stanley
Research, you are indicating that you have read and agree to be bound by our Terms of Use (http//wwww.morganstanley.com/terms.htm). 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//Awwww.morganstanley.com/assets/
pdfs/about-us-global-offices/india/Terms_and_conditions.pdf) and the following link to review the audit report (https//ny.matrixms.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 Mobiligrios; 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,
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
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INDUSTRY COVERAGE: Greater China Technology Semiconductors

COMPANY (TICKER) RATING (AS OF) PRICE* (09/15/2026)

Charlie Chan
ACM Research Inc (ACMR.O) 0 (03/07/2023) US$66.86
Advanced Micro-Fabrication Equipment Inc (688012.SS) 0 (11/06/2023) Rmb330.60
Advanced Wireless Semiconductor Co (8086.TWO) U (07/14/2025) NT$106.00
Alchip Technologies Ltd (3661.TW) 0 (05/14/2021) NT$3,355.00
ASE Technology Holding Co. Ltd. (3711.TW) 0 (09/15/2024) NT$592.00
Cambricon Technology Corporation (688256.SS) 0 (04/27/2026) Rmb1,075.79
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CXMT Corp (688825.SS) 0 (08/26/2026) Rmb54.22
Global Unichip Corp (3443.TW) 0 (06/24/2026) NT$6,035.00
GlobalWafers Co Ltd (6488.TWO) E (05/19/2026) NT$914.00
Gudeng Precision (3680.TWO) 0 (11/25/2025) NT$488.50
Hua Hong Semiconductor Ltd (1347.HK) E (03/12/2026) HK$105.70
lluvatar CoreX Semiconductor Co., Ltd. (9903.HK) 0 (04/27/2026) HK$110.70
King Yuan Electronics Co Ltd (2449.TW) 0 (03/03/2023) NT$257.00
MediaTek (2454.TW) 0 (11/28/2025) NT$4,430.00
MetaX Integrated Circuits (688802.SS) E (04/27/2026) Rmb475.02
Nanya Technology Corp. (2408.TW) 0 (05/28/2026) NT$465.50
NAURA Technology Group Co Ltd (002371.SZ) 0 (11/06/2023) Rmb638.16
OmniVision Integrated Circuits Group Inc (603501.SS) E (11/17/2025) Rmb77.52
Phison Electronics Corp (8299.TWO) E (02/25/2026) NT$1,920.00
SG Micro Corp. (300661.5Z) E (11/03/2025) Rmb108.78
Silergy Corp. (6415.TW) U (05/19/2026) NT$406.00
SMIC (0981.HK) 0 (10/21/2025) HK$60.75
TSMC (2330.TW) 0 (02/07/2022) NT$2,385.00
UMC (2303.TW) 0 (05/19/2026) NT$138.50
Vanguard International Semiconductor (5347.TWO) E (01/14/2026) NT$153.00
WIN Semiconductors Corp (3105.TWO) U (07/14/2025) NT$454.00
Daisy Dai, CFA
ASMPT Ltd (0522.HK) 0 (07/24/2025) HK$154.10
China Resources Microelectronics Limited (688396.SS) U (03/02/2026) Rmb55.25
Empyrean Technology Co Ltd (301269.57) E (01/17/2025) Rmb84.09
Hangzhou Silan Microelectronics Co. Ltd. (600460.SS) U (08/25/2025) Rmb30.04
Hygon Information Technology Co., Ltd. (688041.SS) 0 (07/03/2026) Rmb224.60
Innoscience (2577.HK) E (10/13/2025) HK$40.48
JCET Group Co Ltd (600584.SS) 0 (09/15/2026) Rmb66.86
Shanghai Fudan Microelectronics (1385.HK) 0 (03/07/2025) HK$24.06
SICC Co Ltd (688234.SS) 0 (03/20/2026) Rmb94.45
SJ Semiconductor Corp (688820.SS) E (09/15/2026) Rmb127.83
StarPower Semiconductor Ltd (603290.SS) E (05/14/2026) Rmb82.46
Unigroup Guoxin Microelectronics Co Ltd (002049.5Z) U (01/10/2023) Rmb59.19
Universal Scientific Ind. (Shanghai) (601231.SS) 0 (11/05/2025) Rmb24.96
Yangjie Technology (300373.52) 0 (06/10/2022) Rmb85.79
Daniel Yen, CFA
AP Memory Technology Corp (6531.TW) 0(07/11/2025) NT$890.00
ASMedia Technology Inc (5269.TW) U (10/03/2025) NT$1,370.00
Aspeed Technology (5274.TWO) 0 (06/09/2025) NT$17,520.00
Egis Technology Inc (6462.TWO) E (01/28/2026) NT$96.50
Elan Microelectronics Corp (2458.TW) 0 (10/03/2025) NT$125.00
eMemory Technology Inc (3529.TWO) 0 (08/18/2026) NT$2,625.00
Espressif Systems (688018.SS) 0 (05/15/2023) Rmb102.60
GigaDevice Semiconductor Beijing Inc (603986.SS) 0 (05/15/2025) Rmb363.11
Macronix International Co Ltd (2337.TW) 0 (09/18/2025) NT$114.50
Montage Technology Co Ltd (6809.HK) 0 (03/18/2026) HK$256.20
Montage Technology Co Ltd (688008.SS) 0 (03/18/2026) Rmb187.83
Novatek (3034.TW) U (02/04/2026) NT$541.00
Nuvoton Technology Corporation (4919.TW) U (11/10/2025) NT$111.00
Parade Technologies Ltd (4966.TWO) 0 (05/27/2026) NT$523.00
Powerchip Semiconductor Manufacturing Co (6770.TW) 0(10/27/2025) NT$66.90
Realtek Semiconductor (2379.TW) E (01/30/2026) NT$703.00
Shenzhen Goodix Technology Co Ltd (603160.SS) U (07/14/2025) Rmb52.01
Winbond Electronics Corp (2344.TW) 0 (05/28/2026) NT$159.50
WPG Holdings (3702.TW) 0 (03/16/2026) NT$107.00
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WT Microelectronics Co. Ltd. (3036.TW) 0 (01/27/2026) NT$192.50
Duan Liu

Dosilicon Co Ltd (688110.SS) U (09/06/2024) Rmb110.54

Shenzhen Longsys Electronics Co Ltd (301308.S2) E (02/25/2026) Rmb328.50
Henry Zhao

Maxscend Microelectronics Co Ltd (300782.5Z) U (01/11/2021) Rmb69.98
Tiffany Yeh

AllRing Tech Co. (6187.TWO) 0 (09/23/2025) NT$1,215.00

FOCI Fiber Optic Communications Inc (3363.TWO) 0(01/15/2025) NT$648.00

Himax Technologies Inc (HIMX.0) E (02/04/2026) US$13.60

Hon Precision (7769.TW) 0 (04/17/2026) NT$6,135.00

MPI Corporation (6223.TWO) 0 (04/17/2026) NT$5,440.00

Silicon Motion (SIMO.0) 0 (05/06/2024) US$236.81

WinWay Technology Co Ltd (6515.TW) 0 (04/17/2026) NT$6,310.00

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