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Maintained Hold
Margin Beat, but Concerns amid High Expectations Target price  $ 497

Maintain Hold with TP of $497: Despite high expectations, Dell still delivered another beat-
and-raise quarter driven by margin beat, on better mix/pricing/scale and stronger storage
server sales. Accordingly, with disciplined OPEX, mgmt. raised its FY27E EPS guidance to
$25.5, exceeding buyside estimates of ~$23. That said, while we view this uplift a positive
besides solid adjusted FCF and return program, we remain mindful of: 1) continued supply
constraint (especially memory) into next year; 2) enterprise momentum might normalize; 3)
PC sell-through downside risk; 4) share pressure on SpaceX and CoreWeave. As such, given
the stock's >5x P/E premium to peers and a likely margin peak this quarter as its Al server
sales are going to surge on Rubin cycle, we maintain our Hold rating for the stock. By factoring
in higher ISG margin and lower OPEX, we revise up our EPS estimates by +19%/+23% in
FY27E/FY28E, respectively. Our TP of $497 is based on 17x FY28E EPS.

Results and Guidance on Margin Surprise: F2Q revenue of $47bn, +7% QoQ, a bit higher
than the expectations. GM came in at 21.1%, driven by ISG strength on better mix and storage
sales beat. In addition, with discipline OPEX, OPM came in at 12.6%, up 2.9 ppts QoQ. EPS
of $7.04. For F3Q, it guided sales to be $49bn at the mid-point with EPS to $6.50, inline with
our forecasts. OPM-wise, ISG is projected at down QoQ/up YoY and CSG at 6% to balance
share/profitability. For FY27E, mgmt. guided up: 1) Revenue of $192bn (from $167bn); 2) ISG
up ~120% (from ~80%); 3) Traditional servers up just over 100%; 4) CSG up mid-teens (from
low teens); 5) OP up ~120%; 6) Non-GAAP EPS of $25.50 (up from $17.90).

Storage and Neoclouds Traction, yet Supply Constraint Persists: During the quarter,
storage server revenue reached $4.8bn, higher than expectations of $4.2-4.3bn, driven by
strong demand for Dell's IP, which drove sales growth and margin expansion for ISG. Looking
forward, it is expected to return to seasonality for the FY2H27E, despite like-for-like margin
improvement (e.g., PowerStore) to support profitability. On the other hand, per our preview
report on Aug 28, we expect tier-2 neoclouds (Crusoe, IREN, Nscale, etc.) to fuel Al orders
for Dell, which was reflected in record Al orders of $60.9bn and backlog of $95bn. Beyond
GPU systems, mgmt. also mentioned the incremental CPU server demand from neolcouds’
agentic Al workloads. However, we expect the supply tightness (mainly on DDR5 RDIMM) to
persist into 2H and next year, which may cap the traditional server upside ahead.

Risks: 1) Al demand slows down; 2) Components supply constraint; 3) Competition.

Profit forecast

FY25 FY26 FY27E FY28E FY29E Evan Lee
Revenue (m) 95,567 113,538 206,678 274,881 311,826 SECICEINONEM/629
Revenue YoY (%) 8.1 18.8 82.0 33.0 13.4 SRR L
Net profit (m) 5,863 7,046 16,996 18,920 20,775 Jeff Pu, CFA
Net profit YoY (%) 8.1 20.2 141.2 11.3 9.8 SEC CE No. BNO719
EPS ($) 8.1 10.3 26.1 29.2 32.4 effpu@gfgroup.com hk
PIE 56.9 446 17.6 15.7 14.2
ROE (%) N/A N/A 1561.6 562.1 282.7

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

F2Q27 results beat on margin

F2Q (Jul-Q) revenue of $47bn, +7% QoQ and +58% YoY, a bit higher than guidance and consensus.
GM came in at 21.1%, up 3ppts QoQ, driven by ISG strength for higher than expected storage sales,
better mix, and price discipline amid strong demand. With flattish OPEX QoQ, OPM was 12.6%, up
290bps, with EPS of $7.04 ahead of streets’ estimates.

ISG Revenues of $31.8bn, +89% YoY, vs Street of $29.6bn and ISG operating margins of 15% vs.
Street 11%, primarily driven by better scale and price discipline, with storage traction on Dell IP.

CSG Revenues of $15bn, +20% YoY, vs. Street $15bn and CSG operating margins of 7.6% vs. Street
of 6.1%, due to higher pricing amid sustained commercial refresh.

FY27E guidance a strong beat on EPS

For F3Q27E (Jan-Q), it guided sales to be $49.0bn at mid-point, +80% YoY supported by $16.4bn Al
server shipment expected in the quarter. EPS guidance of $6.50 at the midpoint, +150% YoY, higher
than the consensus but inline with our estimates.

For FY27E, the mgmt. revised up the guidance: 1) Revenue to between $192bn at the midpoint, +70%
YoY (from $167bn); 2) ISG to grow ~120% (from ~80%); 3) Traditional servers to grow just over 100%
(from over 60%); 4) CSG to grow mid-teens (from low-teens); 5) Operating profit to grow over 120%; 6)
Diluted non-GAAP EPS to be $25.50, plus or minus $0.25, +150% YoY at the midpoint (up from $17.90).

Al server booking increased $60.9bn with shipment of $16.4bn in F2Q, leading to the backlog of $95bn
exiting the quarter. The mgmt. also guided up Al servers to $74bn in FY27E, which is inline with our

previous estimates.

Figure 1: Dell’s F2Q27 results review

USD mn F2Q27 F1Q27 QoQ F2Q26 YoY GFHK Diff Consensus Diff
Sales 46,971 43,842 7% 29,776 58% 42,230 11% 44,783 5%
Gross Profit 9,929 7,947 25% 5,572 78% 7,722 29% 7,792 27%
OPEX 4,000 3,712 8% 3,288 22% 3,695 8% 3,616 11%
Operating Profit 5,929 4,235 40% 2,284 160% 4,027 47% 4,176 42%
Pretax Profit 5,598 3,891 44% 1,940 189% 3,736 50% 3,860 45%
Net Income 4,591 3,190 44% 1,591 189% 3,063 50% 3,164 45%
Diluted EPS ($) 7.04 45% 204% 4. 50% 41%
_---------
21.1% 18.1% 18.7% 18.3% 17.4%
OPM 12.6% 9.7% 3.0 7.7% 5.0 9.5% 3.1 9.3% 3.3
Pretax Margin 11.9% 8.9% 3.0 6.5% 5.4 8.8% 3.1 8.6% 3.3
Net Margin 9.8% 7.3% 25 5.3% 4.4 7.3% 25 7.1% 2.7

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

Please be sure to read the disclosures at the end of this report carefully. 2
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Figure 2: Dell’s FCF and capital returns (USD bn)
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Sources: Company data, GF Securities (Hong Kong) Brokerage

Earnings revision

By factoring in guidance, higher ISG margin, and lower OPEX ratio, we revise up our EPS estimates
by +19%/+23% in FY27E/FY28E.

Figure 3: Earnings revision

FY27E FY28E Change (%)
USD m FY26
T T R

Net sales 113,538 200,652 206,678 263,549 274,881 3% 4%

Gross profit 23,159 34,088 37,924 36,524 41,380 11% 13%

Operating profit 9,991 18,891 22,202 20,124 24,674 18% 23%

Pre-tax Income 8,593 17,474 20,727 18,760 23,074 19% 23%

Net profit 7,046 14,328 16,996 15,383 18,920 19% 23%

Diluted EPS ($) 10.29 21.99 26.07 23.79 29.24 19% 23%
I I I S A

Gross margin 20.4% 17.0% 18.3% 13.9% 15.1%

Operating margin 8.8% 9.4% 10.7% 7.6% 9.0%

Pre-tax margin 7.6% 8.7% 10.0% 7.1% 8.4%

Net profit margin 6.2% 7.1% 8.2% 5.8% 6.9%

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

Please be sure to read the disclosures at the end of this report carefully. 3
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Figure 4: Dell’s P&L forecast

(USD m) FY26 F1Q27 F2Q27 F3Q27E FAQ27E FY27E F1Q28E F2Q28E F3Q28E F4Q28E FY28E

Sales 113,538 43,842 46,971 55,351 60,514 206,678 58,391 71,842 73,227 71,421 274,881
COGSs 90,379 35,895 37,042 45,438 50,380 168,755 48,909 61,223 62,480 60,889 233,501
Gross profit 23,159 7,947 9,929 9,913 10,135 37,924 9,483 10,618 10,747 10,532 41,380
Opex 13,168 3,712 4,000 3,955 4,055 15,722 4,014 4,264 4,264 4,164 16,706
Operating profit 9,991 4,235 5,929 5,958 6,080 22,202 5,469 6,354 6,483 6,368 24,674
Non-op profit -1,398 -344 -331 -400 -400 -1,475 -400 -400 -400 -400 -1,600
Pre-tax profit 8,593 3,891 5,598 5,558 5,680 20,727 5,069 5,954 6,083 5,968 23,074
Income tax 1,547 701 1,007 1,000 1,022 3,731 912 1,072 1,095 1,074 4,153
Net Income 7,046 3,190 4,591 4,557 4,657 16,996 4,156 4,883 4,988 4,894 18,920
Diluted EPS ($) 10.3 4.9 7.0 7.0 7.2 26.1 6.4 7.5 7.7 7.6 29.2

Diluted shares

Gross margin 20.4% 18.1% 21.1% 17.9% 16.7% 18.3% 16.2% 14.8% 14.7% 14.7% 15.1%
Operating margin 8.8% 9.7% 12.6% 10.8% 10.0% 10.7% 9.4% 8.8% 8.9% 8.9% 9.0%
Pre-tax margin 7.6% 8.9% 11.9% 10.0% 9.4% 10.0% 8.7% 8.3% 8.3% 8.4% 8.4%
Effective tax rate 18.0% 18.0% 18.0% 18.0% 18.0% 18.0% 18.0% 18.0% 18.0% 18.0% 18.0%
omiorg |1 [ | [ [ | | | |
Sales 19% 88% 58% 105% 81% 82% 33% 53% 32% 18% 33%
Operating profit 17% 154% 160% 138% 72% 122% 29% 7% 9% 5% 11%
Net income 20% 194% 189% 159% 79% 141% 30% 6% 9% 5% 11%
26% 214% 204% 170% 84% 153% 31% 7% 10% 6% 12%
-----------
54% 66% 68% 75% 80% 73% 79% 80% 80% 81% 80%
CSG 45% 33% 32% 24% 20% 27% 20% 20% 20% 19% 20%
Others 2% 1% 0% 0% 0% 0% 0% 0% 0% 0% 0%

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

Please be sure to read the disclosures at the end of this report carefully. 4
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Valuation and Recommendation

Maintain Hold with TP of $497

We retain Hold rating for Dell (DELL US) and set our TP at $497, which is based on 17x our FY28E
(CY2027) EPS estimate. We adopt P/E methodology as we believe the market will be mainly focused

on the company’s earnings outlook.

Dell’s P/E traded at an average of 9.6x since 2022 and broke up to a new range of 10-22x since 1Q24,
due to the breakthrough in Al business. Our target price is based on 17x FY28E P/E, which is close to
the upper end with this Al cycle, due to strengthened server visibility and improving margin profile.

On relative basis, the peer group trades at an average of 15x-20x now, largely due to re-rating for
Hardware companies amid secular Agentic Al trend. Our 17x multiple reflects Dell is capitalizing an
expanding Al infrastructure build-up, with improved margin profile and earnings visibility.

Figure 5: Dell’s 12-month forward P/E
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Sources: Company data, GF Securities (Hong Kong) Brokerage

Risks

1) Al demand slows down; 2) Components supply constraint; 3) Competition.

Please be sure to read the disclosures at the end of this report carefully. 5
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Balance Sheet USD mn Cash Flow Statement USD mn
FY25 FY26 FY27E FY28E FY29E FY25 FY26 FY27E FY28E FY29E
Current assets 36,229 57,602 100,328 133,212 152,860 Operating cash flow 4521 11,185 28,304 30,520 29,872
Cash and cash equivalents 3,633 11,528 15,969 19,968 24,032 Profit for the year 5,863 7,046 16,996 18,920 20,775
Inventory 6,716 10,437 19,488 26,965 30,953 Depreciation & amortization 3,123 3,029 2,670 3,387 4,787
Accounts Receivable 10,298 17,585 32,011 42,574 48,296 Change in working capital - - 8,638 8,213 4,310
Other current assets 15582 18,052 32,861 43,705 49,579 Others -4,465 1,110 - - -
Non-current assets 43,517 43,684 44,014 44,627 44,840 Investing cash flow -2,215  -2,055 -3,000 -4,000 -5,000
Long-term equity investment 7,423 7,552 7,552 7,552 7,552 Capex -3,027  -3,369  -3,000 -4,000 -5,000
Fixed assets 6,336 6,676 7,006 7,619 7,832 Change in investment -230 -129 - - -
Other long-term assets 29,758 29,456 29,456 29,456 29,456 Others 1,042 1,443 - - -
Total assets 79,746 101,286 144,342 177,839 197,701 Free cash flow 2,306 9,130 25304 26,520 24,872
Current liabilities 46,527 63,269 108,309 143,915 162,791 Financing cash flow 5,815  -1,464 -20,863 -22,520 -20,808
Accounts Payable 20,832 33,630 62,794 86,886 99,735 Change in Capital 5,118  -8,129 -13,437 -16,643 -16,793
Short-term borrowings 5,204 7,990 6,107 4,616 3,598 Net Change in Debt -1,427 6,936  -7,426  -5877  -4,015
Other current liabilities 20,491 21,649 39,409 52,413 59,458 Others 730 -271 - - -
Non-current liabilities 34,606 40,487 34,945 30,558 27,562 Exchange influence -179 221 - - -
Long-term Debt 19,363 23,513 17,971 13584 10,588 Net increase in cash -3,509 7,666 4,441 4,000 4,064
Other non-current liabilities 15243 16,974 16,974 16,974 16,974
Total liabilities 81,133 103,756 143,253 174,473 190,353
Total Equity -1,387  -2,470 1,088 3,366 7,348
Share Capital 9,119 9,457 9,457 9,457 9,457
Additional Paid-in Capital -8,502 -14,533  -14,533 -14,533  -14,533
Retained earnings -2,099 2,606 6,164 8,442 12,424
Minority interests 95 - - - -
Total Liabilities & Equity 79,746 101,286 144,342 177,839 197,701 Key Financial Ratios
FY25 FY26 FY27E FY28E FY29E
Growth (%)
Income Statement usD mn Revenue growth 8.1 18.8 82.0 33.0 13.4
FY25 FY26 FY27E FY28E FY29E Operating profit growth 8.3 17.1 122.2 11.1 9.2
Revenue 95,567 113,538 206,678 274,881 311,826 Net profit growth 8.1 20.2 141.2 11.3 9.8
Cost of sales 73,757 90,379 168,755 233,501 268,034 Profitability (%)
Gross profit 21,810 23,159 37,924 41,380 43,792 Gross profit margin 22.8 20.4 18.3 15.1 14.0
Operating Expense 13,281 13,168 15,722 16,706 16,856 Operating Profit Margin 8.9 8.8 10.7 9.0 8.6
Operating profit 8,529 9,991 22,202 24,674 26,936 Net profit margin 6.1 6.2 8.2 6.9 6.7
Interest Income - - - - - Key Ratio (%)
Interest Expense 1,376 1,398 1,606 1,600 1,600 ROA 7.2 7.8 13.8 11.7 11.1
Net other Non-op. Income/(Loss) - - 131 - - ROE N/A N/A  1561.6 562.1 282.7
Pre-tax profit 7,153 8,593 20,727 23,074 25336 Stability
Income tax 1,290 1,547 3,731 4,153 4,560 Gross debt/equity -1,771 -1,275 2,212 541 193
Profit for the year 5,863 7,046 16,996 18,920 20,775 Interest Coverage 6.2 7.1 13.9 15.4 16.8
Minority interest - - - - - Current Ratio 0.8 0.9 0.9 0.9 0.9
Net profit to ord. equity 5,863 7,046 16,996 18,920 20,775 Quick Ratio 0.6 0.7 0.7 0.7 0.7
EPS ($) 8.1 10.3 26.1 29.2 324 Net debt/equity -1,509 -809 745.0 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).
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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
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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
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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.
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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
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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.
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