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Credo Technology croous)

Revenue inline, Retain $600m+ Optical Sales for FY27E

Maintain Buy and TP of $227: Credo delivered a F1Q27 revenue of $479mn (+115% YoY,
+10% QoQ), largely inline with consensus of $477mn, while non-GAAP EPS came in at $1.20,
slightly ahead of consensus $1.15. Non-GAAP gross margin printed 68%, down 30bps QoQ
and at the midpoint of guidance range. The company guided F2Q27E revenue of
$525-535mn, non-GAAP gross margin of 67%-69%, in-line with market consensus.
Management highlighted surging Al-driven interconnect demand, expected >85% YoY total
revenue growth for FY27E. Post-market shares traded down ~10%, driven by overly-elevated
market expectations for optical revenue as well as investor concerns over long-term GM
dilution stemming from the ramp-up of optical products. We forecast FY27E/28E EPS of
$6.5/$11.4, respectively. Maintain Buy with TP of $227, based on 20x FY28E EPS.

AEC as the core growth pillar in near-term: AEC will still drive most of revenue expansion
in FY1H27E, before optical portfolio gains meaningful traction in the second half.
Management sees broadening adoption across both established hyperscalers and
fast-growing neo-cloud operators, with rising design activity for next-generation
200G-per-lane and PCle 6.0-ready AEC platforms. While AEC maintains its leading market
position underpinned by vertical-integrated silicon-firmware stack, the business faces rising
competitive threats alongside ongoing IP-licensing-related discussions with industry peers.
Longer-term, management envisions AEC and optical solutions evolving toward a roughly
50/50 revenue mix, though optics will eventually address a larger total addressable market.

Maintain $600m+ optical revenue guidance for FY27E: The optical portfolio including
ZeroFlap pluggable transceivers, optical DSPs and PICs targets >$600m total FY27E
revenue, with meaningful volume ramp weighted toward FY2H27E. ZeroFlap transceivers
inherit Credo’s reliability-focused design philosophy to tackle link-flap pain-points for Al data
centers, and will become the largest optical revenue contributor given its higher ASP. While,
rising optical revenue mix will create consolidated gross-margin dilution pressure even as
absolute profitability stays healthy. Credo’s NPO OE, powered by DustPhotonics
silicon-photonics, is slated for sampling in late FY27E with material revenue pushed to
FY28E, subject to customer qualification risks.

Risks: 1) Al demand slowdown; 2) Programs ramp slower than expected; 3) Competition.

Profit forecast

FY25 FY26 FY27E FY28E FY29E
Revenue (m) 437 1,335 2,640 4,428 5,972
Revenue YoY (%) 126.3 205.7 97.8 67.7 34.9
Net profit (m) 130 662 1,295 2,293 3,164
Net profit YoY (%) 792 409 96 7 38
EPS ($) 0.7 3.4 6.5 11.4 15.5
P/E 294.7 60.4 31.8 18.2 13.3
ROE (%) 19.1 32.1 38.8 40.5 35.7

Source: Company data, GF Securities (Hong Kong) Brokerage.

Please be sure to read the disclosures at the end of this report carefully.
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Earnings Forecast

Earnings revision

By factoring results and guidance, we fine-tune our EPS estimates for FY27E/FY28E.

Figure 1: Earnings revision

USD m FY26

Net sales 1,335 2,637
Gross profit 910 1,747
Operating profit 639 1,385
Pre-tax Income 669 1,425
Net profit 662 1,311
EPS ($)

2,640
1,750
1,357
1,389

1,295

4,429
2,875
2,483
2,527

2,325

FY28E

4,428
2,874
2,448
2,492

2,293

Change (%)

0% 0%
0% 0%
-2% -1%
-3% -1%
-1% -1%
0% 0%

Gross margin 68% 66%
Operating margin 48% 53%
Net profit margin 50% 54%

66%

51%

53%

65%

56%

52%

65%

55%

52%

Sources: Company data, GF Securities (Hong Kong) Brokerage

Please be sure to read the disclosures at the end of this report carefully.
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Figure 2: Credo’s P&L forecast

(USD m) FY26 F1Q27 F2Q27E F3Q27E FAQ27E FY27E F1Q28E F2Q28E F3Q28E F4Q28E FY28E

Sales 1,335 2,640 1,045 1,180 1,247 4,428
COGS 425 153 206 246 284 890 335 366 415 437 1,554
Gross profit 910 326 408 476 541 1,750 621 679 764 810 2,874
Opex 271 95 98 99 101 394 103 106 108 110 426

Operating profit 639 231 310 376 439 1,357 518 573 657 700 2,448
Non-operating profit 30 8 8 8 8 33 11 11 11 11 44

Pre-tax profit 669 239 318 384 448 1,389 529 584 668 711 2,492
Income tax -8 -3 -25 -31 -36 -95 -42 -47 -53 -57 -199
Net Income 662 236 293 354 412 1,295 486 537 614 654 2,293
Diluted EPS ($) 34 1.2 15 1.8 2.1 6.5 24 2.7 3.0 3.2 11.4

Diluted shares

Gross margin 68.1% 68.0% 66.4% 65.9% 65.6% 66.3% 64.9% 64.9% 64.8% 65.0% 64.9%
Operating margin 47.8% 48.2% 50.5% 52.1% 53.3% 51.4% 54.1% 54.8% 55.7% 56.2% 55.3%
Pre-tax margin 50.1% 49.8% 51.8% 53.2% 54.2% 52.6% 55.3% 55.9% 56.6% 57.0% 56.3%
Effective tax rate 1.2% 3.1% 3.1% 3.1% 3.1% 6.8% 15.0% 15.0% 15.0% 15.0% 8.0%
Sales 206% 115% 129% 7% 89% 98% 100% 70% 63% 51% 68%
Operating profit 554% 240% 250% 186% 203% 212% 224% 185% 175% 159% 180%
Net income 409% 140% 129% 69% 82% 96% 106% 84% 74% 59% 7%
386% 130% 120% 65% 78% 89% 102% 81% 72% 57% 75%
I I S O
Hiwire AECs 89% 88% 73% 67% 63% 71% 60% 60% 59% 61% 60%
DSP 4% 3% 3% 4% 4% 4% 4% 4% 4% 4% 4%
Line Card 5% 4% 3% 3% 3% 3% 2% 2% 2% 2% 2%
Optical transceiver 0% 0% 16% 21% 24% 17% 29% 29% 31% 29% 30%
PICs 0% 3% 3% 5% 5% 4% 4% 4% 4% 4% 4%
IP License 2% 1% 1% 1% 1% 1% 1% 1% 1% 1% 1%

Sources: Company data, GF Securities (Hong Kong) Brokerage

Please be sure to read the disclosures at the end of this report carefully. 3



Company Report | Credo

Valuation and Recommendation

Maintain Buy with TP of $227

We rate Credo Technology (CRDO US) at Buy and set our TP at $227, based on 20x our FY28E EPS
estimate. We adopt P/E methodology as we believe the market now mainly focuses on the company’s
earnings outlook.

Credo’s forward P/E valuation was volatile prior to this year, while traded at an average of 29x YTD.
We derive our target price based on 20x P/E, which is lower than its mid-cycle level. From peers
comparison, our target P/E of 20x is lower than its peers, but we think there may be upside driven by
the ramp-up of optical business.

Figure 3: Credo’s 12-month forward P/E
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Sources: Company data, GF Securities (Hong Kong) Brokerage

Risks

1) Al demand slowdown; 2) Programs ramp slower than expected; 3) Competition.

Please be sure to read the disclosures at the end of this report carefully. 4
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Balance Sheet uUsD mn Cash Flow Statement USD mn
FY25 FY26 FY27E FY28E FY29E FY25 FY26 FY27E FY28E FY29E
Current assets 714 2,001 3,323 5,663 8,904 Operating cash flow 56 464 984 2,043 2,928
Cash and cash equivalents 431 1,443 2,348 4,290 7,098 Profit for the year (GAAP) 52 472 977 1,960 2,763
Inventory 90 251 312 408 552 Depreciation & amortization 20 23 35 48 66
Accounts Receivable 162 233 589 891 1,180 Change in working capital -99 -186 -296 -295 -305
Other current assets 30 74 74 74 74 Others 83 155 268 329 404
Non-current assets 96 295 371 455 540 Investing cash flow -36 205 -80 -100 -120
Long-term equity investment - - - - - Capex -36 -60 -80 -100 -120
Fixed assets 64 102 146 198 252 Change in investment - - - - -
Other long-term assets 32 193 225 257 289 Others - - - - -
Total assets 809 2,296 3,694 6,117 9,444 Free cash flow 20 405 904 1,943 2,808
Current liabilities 108 197 319 421 548 Financing cash flow 2 378 - - -
Accounts Payable 56 107 220 338 457 Change in Capital - 385 - - -
Short-term borrowings - - - - - Net Change in Debt - 0 - - -
Other current liabilities 20 35 35 35 35 Others 2 -7 - - -
Non-current liabilities 52 90 99 82 91 Exchange influence - - - - -
Long-term Debt - - - - - Net increase in cash 21 1,048 904 1,943 2,808
Other non-current liabilities 20 35 35 35 35
Total liabilities 128 232 354 456 583
Total Equity 682 2,064 3,340 5662 8,861
Share Capital - - - - -
Additional Paid-in Capital 765 1,672 1,672 1,672 1,672
Retained earnings -83 389 1,666 3,987 7,186
Minority interests - 2 2 2 2
Total Liabilities & Equity 809 2,296 3,694 6,117 9,444 Key Financial Ratios
FY25 FY26 FY27E FY28E FY29E
Growth (%)
Income Statement UsD mn Revenue growth 126.3 2057 97.8 677 349
FY25 FY26 FY27E FY28E FY29E Operating profit growth 4126.9 453.8 1124 80.4 38.5
Revenue 437 1,335 2,640 4,428 5,972 Net profit growth 791.7  409.2 95.7 77.1 38.0
Cost of sales 153 425 890 1,554 2,127 Profitability (%)
Gross profit 284 910 1,750 2,874 3,845 Gross profit margin 65.0 68.1 66.3 64.9 64.4
Operating Expense 169 271 394 426 454 Operating Profit Margin 26.4 47.8 51.4 55.3 56.8
Operating profit 115 639 1,357 2,448 3,391 Net profit margin 29.7 495 49.0 51.8 53.0
Interest Income - - - - - Key Ratio (%)
Interest Expense - - - - - ROA 16.1 28.8 35.0 375 335
Net other Non-op. Income/(Loss) 18 669 1,389 2,492 3,439 ROE 19.1 321 38.8 40.5 35.7
Pre-tax profit 133 669 1,389 2,492 3,439 Stability
Income tax 2 -1 52 142 205 Gross debt/equity - - - - -
Profit for the year 130 662 1,295 2,293 3,164 Interest Coverage - - - - -
Minority interest - - - - - Current Ratio 6.6 10.2 10.4 13.5 16.2
Net profit to ord. equity 130 662 1,295 2,293 3,164 Quick Ratio 5.5 8.5 9.2 12.3 15.1
EPS ($) 0.7 3.4 6.5 11.4 155 Net debt/equity Netcash Netcash Netcash Netcash Netcash

Please be sure to read the disclosures at the end of this report carefully.
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Rating definitions Benchmark: Hang Seng Index (Hong Kong)

Company ratings Buy Stock expected to outperform benchmark by more than 10%
Hold Expected stock relative performance ranges between -10% and 10%
Underperform Stock expected to underperform benchmark by more than 10%

Sector ratings Positive Sector expected to outperform benchmark by more than 10%
Neutral Expected sector relative performance ranges between -10% and 10%
Cautious Sector expected to underperform benchmark by more than 10%
Hong Kong Company GF Securities (Hong Kong) Brokerage Limited
Address 27/F, GF Tower, 81 Lockhart Road, Wan Chai, Hong Kong
Telephone (852) 37191111
Email evanlee@gfgroup.com.hk
Disclaimer

This report has been prepared by GF Securities (Hong Kong) Brokerage Limited (“GF Securities (Hong Kong) Brokerage”). According to the laws, regulations and regulatory
requirements in different countries and regions, this report is distributed by GF Securities (Hong Kong) Brokerage with relevant legal and compliant operation qualifications in
these countries and regions.

GF Securities (Hong Kong) Brokerage is licensed by the Securities and Futures Commission of Hong Kong (“SFC”) to conduct Type 4 Regulated Activity “Advising on Securities”.
Itis regulated by the SFC, and is responsible for the distribution of this report in Hong Kong. Information about the qualifications of the research analyst(s) who is(are) the author(s)
of this report as licensed by the SFC are disclosed in the section where research analyst names are shown.

The research analyst(s) primarily responsible for the content of this report, in whole or in part, certifies that with respect to the company or relevant securities that the analyst(s)
covered in this report: 1) all of the views expressed accurately reflect his or her personal views on the company or relevant securities mentioned herein; and 2) no part of his or
her remuneration was, is, or will be, directly or indirectly, in connection with his or her specific recommendations or views expressed in this report.

This report is published solely for information purpose and does not constitute an offer to buy or sell any securities or a solicitation of an offer to buy, or recommendation for
investment in, any securities.

The securities mentioned in this report may not be allowed to be sold in certain jurisdictions. No action has been taken to permit the distribution of the research report to any
person in any jurisdiction that the circulation or distribution of such research report is unlawful. This report is distributed solely to clients or designated institutions authorized by
GF Securities (Hong Kong) Brokerage, and is not distributed publicly. It is distributed to certain clients based on the conclusion that they are able to assess investment risks
independently, execute investment decisions independently and assume corresponding risks independently.

This report has been issued and based on information obtained from sources generally available to the public and believed by the research analyst(s) to be reliable but which
has not been independently verified. No representation or warranty, either express or implied, is made by GF Securities (Hong Kong) Brokerage as to their accuracy and
completeness of the information contained in this report. GF Securities (Hong Kong) Brokerage accepts no liability for all loss arising from the use of the materials presented in
this report, unless is excluded by applicable laws or regulations. Please be aware of the fact that investments involve risks and the price of securities may be fluctuated and
therefore return may be varied, past results do not guarantee future performance. Any recommendation contained in this report does not have regard to the specific investment
objectives, financial situation and the particular needs of any individuals. This report is not to be taken in substitution for the exercise of judgment by respective recipients of this
report, where necessary, recipients should obtain professional advice before making investment decisions.

GF Securities (Hong Kong) Brokerage may have issued, and may in the future issue, other communications that are inconsistent with, and reach different conclusions from, the
information presented in the research report. The points of view, opinions and analytical methods adopted in the research report are solely expressed by the analysts but not that
of GF Securities (Hong Kong) Brokerage or its affiliates. The information, opinions and forecasts presented in the research report are the current opinions of the analysts as of
the date appearing on this material only which may subject to change at any time without notice. The salesperson, dealer or other professionals of GF Securities (Hong Kong)
Brokerage may deliver opposite points of view to their clients and the proprietary trading division with respect to market commentary or dealing strategy either in writing or verbally.
The proprietary trading division of GF Securities (Hong Kong) Brokerage may have different investment decision which may be contrary to the opinions expressed in the research
report. GF Securities (Hong Kong) Brokerage or its affiliates or respective directors, officers, analysts and employees related to research report business may have rights and
interests in securities mentioned in the research report. Recipients should be aware of relevant disclosure of interest (if any) when reading this report.

GF Securities (Hong Kong) Brokerage and its affiliates may be seeking or building business relationships with company(ies) mentioned in this report. Therefore, investors should
consider the impact on the independence of this report by GF Securities (Hong Kong) Brokerage and its affiliates due to potential conflicts of interests. Investors should not make
any investment decisions based solely on the contents of this report. Investors should make their own investment decisions and bear their own risk. No written or verbal
commitment of sharing gains or losses from securities investments in any form shall be effective.

This report may contain and/or describe/present factual historical information on prices of Futures contracts (the “information”). Please note that this information is solely for the
purpose of forming part of the argument/grounds/evidence in our research methodology/analysis to support our conclusion on our view of the relevant industry/company
mentioned. It does not, by any means (express or implied) to be associated with or constituted as SFC Type 5 Regulated Activity (Advising on futures contracts).

Please be sure to read the disclosures at the end of this report carefully. 6



Company Report | Credo

Important Notices

GF Securities Co. Ltd and its affiliates may be seeking or building business relationships with companies mentioned in this report. Therefore, investors should consider the impact
on the independence of this report by GF Securities Co. Ltd and its affiliates due to potential conflicts of interests. Investors should not make any investment decisions based
solely on the contents of this report.

The research analyst(s) primarily responsible for the content of this research report, in whole or in part, certifies that with respect to the company or relevant securities that the
analyst(s) covered in this report: (1) all of the views expressed accurately reflect his or her personal views on the company or relevant securities mentioned herein; and (2) no
part of his or her remuneration was, is, or will be, directly or indirectly, in connection with his or her specific recommendations or views expressed in this research report.

The remuneration for the production of this report by research staff is determined based on various factors including the quality of research, client review and workload, and it is
also affected by factors including GF Securities’ overall revenue, part of which is generated from GF Securities’ investment banking business.

This report is distributed solely to clients or designated institutions authorized by GF Securities, and is not distributed publicly. It can only be used by the targeted recipients who
have the obligation to maintain confidentiality. GF Securities does not view any persons who have received or read this report through other means as its clients.

This report is distributed to a certain client based on the conclusion that this client is deemed to be able to assess investment risks independently, execute investment decisions
independently and assume corresponding risks independently.

The contents of this report is for reference only. Information contained or opinions expressed in this report does not constitute an offer or inquiry. Customers should not substitute
their independent judgment with this report or make decisions based on this report.

This report is published solely for information purpose and does not constitute an offer to buy or sell any securities or a solicitation of an offer to buy, or recommendation for
investment in, any securities. The research report is intended solely for use of the clients of GF Securities. The securities mentioned in the research report may not be allowed to
be sold in certain jurisdictions. No action has been taken to permit the distribution of the research reports to any person in any jurisdiction that the circulation or distribution of
such research report is unlawful. No representation or warranty, either express or implied, is made by GF Securities as to their accuracy and completeness of the information
contained in the research report. GF Securities accepts no liability for all loss arising from the use of the materials presented in the research report, unless is excluded by
applicable laws or regulations. Please be aware of the fact that investments involve risks and the price of securities may be fluctuated and therefore return may be varied, past
results do not guarantee future performance. Any recommendation contained in the research report does not have regard to the specific investment objectives, financial situation
and the particular needs of any individuals. The report is not to be taken in substitution for the exercise of judgment by respective recipients of the report, where necessary,
recipients should obtain professional advice before making investment decisions.

GF Securities may have issued, and may in the future issue, other communications that are inconsistent with, and reach different conclusions from, the information presented in
the research report. The points of view, opinions and analytical methods adopted in the research report are solely expressed by the analysts but not that of GF Securities or its
affiliates. The information, opinions and forecasts presented in the research report are the current opinions of the analysts as of the date appearing on this material only which
may subject to change at any time without notice. The salesperson, dealer or other professionals of GF Securities may deliver opposite points of view to their clients and the
proprietary trading division with respect to market commentary or dealing strategy either in writing or verbally. The proprietary trading division of GF Securities may have different
investment decision which may be contrary to the opinions expressed in the research report. GF Securities or its affiliates or respective directors, officers, analysts and employees
related to research report business may have rights and interests in securities mentioned in the research report. Recipients should be aware of relevant disclosure of interest (if
any) when reading the report.

Disclosure of Interests

1) The research analyst(s) and his/her associate has not served as an officer of the company(ies) mentioned in this report, and does not have any financial interests in the
company(ies) mentioned in this report.

2) GF Securities (Hong Kong) Brokerage and/or its affiliates does not have any financial interests and has not invested in interests aggregate to an amount equal to or more
than (i) 1% of the market capitalization; or (ii) 1% of the issued share capital, or issued units, in the company(ies) mentioned in this report.

3) GF Securities (Hong Kong) Brokerage and/or its affiliates does not have any market making activities, and has not employed any individual(s) serving as officer(s) of the
company(ies) mentioned in this report.

4) GF Securities (Hong Kong) Brokerage and/or its affiliates does not have any investment banking relationship in Hong Kong with the company(ies) mentioned in this report in
the past 12 months.

Copyright © GF Securities (Hong Kong) Brokerage

Without the prior written consent obtained from GF Securities (Hong Kong) Brokerage, any part of the materials contained herein should not (i) in any forms be copied or
reproduced or (ii) be re-disseminated.
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