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VISUAL INDEX - UNIVERSE OF COVERAGE

The Al Compute Supply Chain

NETWORK - SUPPLY CHAIN Agentic Sciences

MAPPED FROM 1,590 TRANSCRIPTS 28 real tickers - 6 countries - helps navigate Al infra investment.

The Al compute supply chain.
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What this figure shows. The 7 layers of the Al infrastructure stack covered in this thesis — from hyperscaler cloud demand at the top,
down through accelerators, memory, networking, foundry, equipment, and physical infrastructure (power, cooling, ODM). Each layer's
tickers are mapped to public companies in 6 countries (US, China HK/ADR, China A-share, Korea, Taiwan, Japan, Netherlands).

Edges in the graph represent material supply / demand relationships disclosed in earnings calls and MD&A filings. Companies in
orange are mainland Chinese tickers; blue are US/HK/Korea; green indicates foundry layer; purple indicates equipment / materials.

01 Hyperscalers — $585B+ 2026 capex anchor 02 Accelerators — GPU /ASIC, NVDA, AVGO, AMD, X,
T-head

03 HBM Memory — SK hynix, Samsung, MU oligopoly 04 Networking - Optical — Zhongji, ANET, AVGO

05 Foundry — TSMC, SMIC, ASE, INTC fab 06 Equipment - Materials — ASML, TEL, Disco, Lasertec,
Shin-Etsu

07 Power - Server - ODM — Vertiv, Fll, Quanta, Wiwynn, SMCI,
CEG



Al Infrastructure Investment Thesis

Global Al Infrastructure Investment Thesis

What this is

This document compresses 1,590 earnings calls + 1,445 dated corporate disclosure events + 26
Annual Report MD&A digests spanning 38 tickers across 10 layers and 6 countries into a single fact-
checked, falsifiable, position-sizable investment thesis on the global Al infrastructure stack. All numeric
claims trace to a verbatim management quote with date attribution.

Coverage scope

Region Tickers Layers covered

= USA (16) MSFT, GOOGL, META, AMZN, ORCL, NVDA, AMD, Cloud, GPU, ASIC/Network, Memory,
AVGO, MRVL, INTC, ARM, MU, AMAT, LRCX, ANET, Equipment, Networking, Optical,
COHR, LITE, VRT, ETN, CEG, SMCI, DELL Power/Cool, Al Server

@ China HK/ADR BABA, BIDU, TENCENT, KC, SMIC, HUAHONG, Cloud, Foundry, GPU/ADAS

(8) Horizon, BlackSesame

@ China A-share iFlytek, Cambricon, Hygon, Inspur, Sugon, Al App, GPU/CPU, Al Server,

(11) — viafilings Foxconnind, NAURA, AMEC, Zhongji Innolight, Equipment, Optical

Eoptolink, Accelink

©l Korea (2) SK Hynix, Samsung Memory (HBM)

# Taiwan (3) TSMC, MediaTek, Hon Hai Foundry, ASIC, Al Server
e Japan (2) Tokyo Electron, Disco Equipment

= Netherlands (1) = ASML Equipment (EUV)

Reader time saved: ~1,500+ analyst-hours. Contact: contact@agenticsciences.ai

Position Ledger (Single Source of Truth)

The explicit net direction across the book — every long and short reconciled to a single source-of-truth
table:
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Ticker Net Direction Rationale Section
NVDA Long (12% NAV) Anchor long, GPU monopoly + capex = Section 3 #1

floor
AVGO Long (8% NAV) Custom silicon + Tomahawk 6 Section 3 #2
Zhongji Innolight Long (6% NAV) 1.6T optical, MD&A 3-way customer Section 3 #3 + Pair
(300308) mix 1 long leg
ORCL Long (4% NAV) RPO +359% YoY, multi-cloud Section 3 #4
Cambricon Long (3% NAV) National champion, +4,347% H1 25 Section 3 #5
(688256)
BABA Long (5% NAV) T-Head 470K chips, Al rev 10 Section 3 #6

consecutive triple-digit Q

SK Hynix Long (5% NAV) HBM monopoly position Section 3 #7
VRT Long (5% NAV) Liquid cooling pricing power Section 3 #8
AMZN Long (3% NAV via Pair) Capex $200B 2026, Trainium2 ramp Pair 2 long leg
Horizon (9660) Long (3% NAV via Pair) Auto chip transition Pair 4 long leg
TSMC Long (3% NAV via Pair, N3P sub-3nm monopoly Pair 3 long leg

consensus crowded)
ASML Long (3% NAV via Pair) EUV monopoly, HBM-agnostic Pair 5 long leg

TENCENT Short (3% NAV via Pair) GPU rationing — external cloud Pair 2 short leg
cannibalization

LITE Short (3% NAV via Pair) Legacy DSP optical losing to 1.6T Pair 1 short leg
silicon photonics

SMIC Short (3% NAV via Pair) Foundry depreciation cliff, no Al Pair 3 short leg
exposure
HUAHONG Short (3% NAV via Pair) Mature power oversupply Pair 4 short leg
MU Short (3% NAV via 2027-1 HBM oversupply tail if hyperscaler Pair 5 short leg
puts, contrarian) capex pauses

Construction notes:

» All short legs are executable in HK / US markets where borrow is deep and liquid (no A-share short
exposure — A-share securities lending costs of 6-8% annualized + unstable supply made any 30%
spread target uneconomic).

» Net portfolio direction: ~64% Long / ~21% Short = ~85% gross / ~43% net long. Reserve ~15% NAV
for tactical adds.

« All long/short positions reference a single dated verbatim management quote as ground truth
(Section 3-4 detail).
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What to watch — 90-day actionable catalysts

The single most actionable section for PMs. Each event has a specific data point to monitor and explicit
thesis impact.

See Section 6 for the full 15-event watchlist with dates and tickers.

Part 1 — Investment Thesis

SECTION 1: MACRO

A Methodological caveat — disclosure vs usage layer: Throughout this thesis, mention rates and
quote frequencies measure what management said publicly on earnings calls / in filings, not what
companies actually deploy internally. Chinese cloud operators may use HBM-equipped components
via grey channels (smuggled H100/H200) that are deliberately omitted from IR communication for
compliance / MNPI reasons. The 0% Chinese-cloud HBM mention rate is therefore best read as
"export-control-induced disclosure suppression signal", not as "zero deployment". The trade
implication still holds — disclosure suppression itself is a high-confidence signal — but readers
should not interpret quantitative gaps as physical reality estimates.

HBM mention rate — methodology note: Three numbers appear across this document for
Chinese-cloud HBM mention rates: 0% (Section 1 macro headline; Part 2 Section 5 measured
across BABA/BIDU/TENCENT/KC x 2024-06+ window), and 4% (Section 8 cross-layer matrix; same
companies but slightly broader date window 2024-06+ including any contextual reference to HBM in
Q&A even if quoting US peers). The 4% reflects 1 instance where a Chinese cloud earnings call
referenced HBM as part of a question about competitor capacity — not self-disclosure. The headline
0% is therefore the operative number for "Chinese cloud self-disclosure on HBM"; 4% is "Chinese
cloud calls where HBM appears anywhere in the transcript including analyst questions."

Sample size note: N=4 (BABA, BIDU, TENCENT, KC) for Chinese cloud mention-rate
measurements is the full census of HK/ADR-listed Chinese cloud platforms with English IR
transcripts in our window. A-share-only platforms (no English calls) cannot be sampled by this
methodology. The N=4 ceiling is structural, not a sampling choice.

Section 1: Global Macro Thesis

1. The Single Highest-Conviction Global Structural Theme The expanded corpus reveals a profound
evolution in the US-China Al bifurcation thesis: The Dual-Track Chinese Al Engine. Previously, English-
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language earnings calls painted a picture of a demand-heavy Chinese cloud sector starved of US GPUs

and rationing compute. The newly integrated A-share MD&A data shatters the "supply-side silent"

illusion, revealing that China is not merely surviving the compute embargo—it is aggressively scaling a

parallel, closed-loop hardware ecosystem while simultaneously taxing the US hyperscaler boom via its

dominance in optical networking.

The NEW signal is that Chinese Al infrastructure is bifurcating into two highly lucrative, orthogonal tracks:

Track A (Global Integration): Chinese optical and networking companies are the primary
beneficiaries of the uncapped US hyperscaler capex ($585B+ by 2026). They are immune to
semiconductor export controls and are scaling exponentially to feed US data centers.

Track B (Domestic Autonomy): Domestic Al silicon and server manufacturers are experiencing
hyper-growth (e.g., Cambricon turning profitable with +4,347% YoY growth) by filling the vacuum left
by NVIDIA. They are explicitly optimizing their hardware for homegrown, open-source models like
DeepSeek and Qwen, creating a tightly coupled, self-sufficient ecosystem.

2. Five Orthogonal Quantifications Across Five Layers

1

. Demand Layer (US Cloud Capex): US hyperscalers have established an implied 2026 capex floor of

~$585 billion, with Amazon alone guiding to "invest about $200 billion in capital expenditures...
predominantly in AWS" [AMZN call 2026-02-05].

. Cloud Layer (China GPU Rationing): Chinese clouds are actively triaging scarce compute. Tencent

explicitly admitted that "Increased allocation of GPUs for internal use cases... has limited our
provision of GPUs to external clients and thus constrained our cloud services revenue growth"
[TENCENT call 2025-03-19].

. Optical/Networking Layer (Global Link - MD&A): Chinese optical leader Zhongji Innolight reported

2025 revenue surged 60.25% to RMB 38.24 billion, explicitly driven by overseas CSPs increasing
capex by 64%, accelerating the "technological iteration towards 1.6T and above rates" [Zhongji
MD&A 2025-12-31].

. Domestic Silicon Layer (Domestic Link - MD&A): Cambricon achieved its first full-year profit with

H1 2025 revenue growing 4,347.82% YoY to CNY 2.88 billion, driven by optimizing its proprietary
MLU architecture for "natural language processing large models... and vertical large models" including
DeepSeek and Qwen [Cambricon MD&A 2025-06-30].

. Foundry Layer (Mature Node Oversupply): SMIC is running at 95.7% utilization with 2025 capex at

$8.1 billion, but this is driven by "industrial chain reshoring" and consumer electronics, not frontier Al
GPUs. SMIC warns that "robust demand for memory chips driven by Al has squeezed the supply for
other application sectors" [SMIC call 2026-02-10].

3. Cross-Asset Positioning Implications (5 L/S Ideas)

LONG Chinese Optical Transceivers (Zhongji Innolight / Eoptolink) [Sizing: Overweight]: This is
the cleanest, lowest-risk play on the $585B US hyperscaler capex boom. They hold a near-monopoly
on 800G/1.6T mass production and face zero US export control risks. Eoptolink's H1 2025 revenue
skyrocketed 282.64% YoY [Eoptolink MD&A 2025-06-30].

LONG Domestic Chinese Al Systems (Cambricon / Inspur) [Sizing: Market Weight, High Beta]: A
pure play on forced domestic substitution. Inspur's server sales grew 99.50% YoY [Inspur MD&A
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2025-06-30]. As China standardizes on DeepSeek/Qwen, these hardware providers are capturing the
entire domestic TAM previously owned by NVIDIA.

 SHORT Mature-Node Chinese Foundries (Hua Hong) [Sizing: Underweight]: While utilization is
high, pricing power is collapsing due to massive domestic capacity expansion in legacy nodes. Hua
Hong's Q1 2025 gross margin dropped to 9.2%, with management warning that "pricing pressure is
still there for 8-inch wafers" [HUAHONG call 2025-05-08].

« LONG US Physical Infrastructure/Cooling (Vertiv) [Sizing: Overweight]: The physical bottleneck
for Al data centers is power and thermal management. Vertiv's orders are up 60% YoY with a 1.4x
book-to-bill, and they note liquid cooling will be "30% TAM of the total data center thermal
management business" [VRT call 2024-09-12].

« LONG Edge Al / Auto SoCs (Horizon Robotics / MediaTek) [Sizing: Market Weight]: Edge Al
inference is less restricted by US sanctions than data center training. Horizon Robotics shipped 1.98
million Journey processors (+100% YoY) [Horizon MD&A 2025-06-30], and MediaTek expects its Al
ASIC business to hit $1B by 2026 [MTK call 2025-10-31].

4. Falsification The single data point that would force a reversal of the "Dual-Track" thesis: A formal
lifting or significant relaxation of US export controls on high-end Al accelerators (e.g., NVIDIA
Blackwell) to China. If Chinese CSPs can freely purchase frontier US silicon, the explosive growth of
domestic substitutes like Cambricon and Hygon will instantly collapse, as their current hyper-growth is a
direct byproduct of the sanctions-induced vacuum.

5. Time-Series Evolution (Last 6 Quarters)

* Q2-Q3 2024 (The Compute Starvation Phase): US hyperscalers begin signaling massive, multi-year
capex cycles. Chinese clouds (BABA, BIDU, TENCENT) report triple-digit Al revenue growth but
admit severe GPU constraints. Tencent notes they are "constrained by limited GPU availability"
[TENCENT call 2025-05-14].

* Q4 2024-Q1 2025 (The Custom Silicon Pivot): US capex accelerates further. Chinese clouds pivot
aggressively to internal custom silicon to survive. Alibaba announces T-Head GPUs have achieved
"scaled mass production" [BABA call 2026-03-19], and Baidu spins off Kunlunxin.

* Q2-Q4 2025 (The Domestic Ecosystem Explosion - Revealed via MD&A): The supply side finally
speaks. A-share filings reveal that domestic hardware is scaling at breakneck speed to support
homegrown models. Cambricon turns profitable (+453% FY25 revenue) [Cambricon MD&A 2025-12-
31], and Inspur launches servers specifically designed for DeepSeek-671B [Inspur MD&A 2025-06-
30]. The narrative shifts from "China is starved" to "China has built a parallel ecosystem."

6. Disagreement Check: MD&A vs. English Transcripts There is a glaring contradiction between the
optimistic tone of Chinese Cloud CSPs on English earnings calls and the stark reality outlined in
domestic hardware MD&A filings regarding supply chain security.

« English Calls (The Optimistic Facade): Chinese CSPs downplay the impact of US sanctions. Baidu
claims its infrastructure achieves an "excellent balance across performance, efficiency and cost...
powered by a diverse mix of chips" [BIDU call 2026-02-26]. Alibaba boasts of a "complete full stack
Al capability set" [BABA call 2026-03-19]. The tone suggests seamless heterogeneous compute
scheduling.
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+ MD&A Filings (The Sanctions Reality): The domestic hardware suppliers feeding these CSPs
explicitly flag US sanctions as an existential threat that dictates their entire business model.
Cambricon's MD&A bluntly states: "The company and some of its subsidiaries have been placed on
the 'Entity List,' which poses certain risks to the stability of the company's supply chain" [Cambricon
MD&A 2025-12-31]. Sugon highlights the urgent, policy-driven need to "accelerate the introduction of
domestic core components" due to "supply chain disruptions (e.g., 'entity list' restrictions)" [Sugon
MD&A 2024-06-30].

Conclusion: The English transcripts project a narrative of abundant, flexible compute to appease global
investors. The A-share MD&A data reveals the truth: China's Al infrastructure is operating in a state of
forced, high-stakes autarky, resulting in massive windfall profits for domestic hardware champions
capable of bridging the gap.

SECTION 2: SUPPLY: CHAIN

Global Al Infrastructure: Supplier-Customer
Network Map

Synthesized from 2024-2026 Earnings Calls and A-Share/HK MD&A Filings

Based on the provided transcripts and MD&A digests, the global Al infrastructure supply chain has
bifurcated into two distinct but interconnected ecosystems: the US-led global frontier and the China-led
localized ecosystem. However, specific layers—most notably Optical Networking—serve as a critical
bridge where Chinese manufacturing supplies US hyperscaler demand.

Below is the layer-by-layer reconstruction of the Al infrastructure supplier-customer graph, detailing
procurement, sales, pricing power, and geopolitical exposure.

Layer 1: Cloud & Hyperscalers (The Demand Engine)

This layer represents the ultimate end-buyers of Al infrastructure, dictating the CapEx cycles that feed
the entire supply chain.

US Hyperscalers (MSFT, GOOGL, META, AMZN, ORCL)

¢ Who they buy from: NVIDIA (Hopper/Blackwell), AMD (MI300X), and custom ASICs designed by
Broadcom (AVGO) and Marvell (MRVL). They also buy servers from SMCI/Dell and networking from
Arista (ANET).

+ Who they sell to: Global enterprises, startups, and consumers (via Copilots, Al agents, and ad-
targeting).
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Pricing Power: High. They are successfully passing infrastructure costs to enterprises. Microsoft
noted M365 Copilot is used by "over 90% of Fortune 500 companies" [MSFT 2025-10-29] .
Geographic/Sanctions Exposure: Low direct sanctions risk, but highly exposed to supply chain
bottlenecks (power, cooling, and TSMC/CoWoS capacity).

Key Dynamic: Uncapped CapEx. Amazon expects to spend "$200 billion in capital expenditures...
predominantly in AWS" [AMZN 2026-02-05] .

Chinese Cloud Providers (BABA, TENCENT, BIDU, KC)

Who they buy from: Historically NVIDIA (H20), but increasingly domestic alternatives like Huawei
Ascend, Hygon, and self-developed silicon (BABA's T-Head, BIDU's Kunlunxin).

Who they sell to: Domestic enterprises, government entities, and internal consumer apps (WeChat,
Taobao).

Pricing Power: Medium to High. However, they face severe internal vs. external rationing. Tencent
explicitly stated that allocating GPUs for internal Al "has limited our provision of GPUs to external
clients and thus constrained our cloud services revenue growth" [TENCENT 2025-03-19] .
Geographic/Sanctions Exposure: Extreme. Completely cut off from frontier chips (NVIDIA
Blackwell/Hopper). Alibaba noted "uncertainties persist in the global Al supply chain" [BABA 2025-
05-15] .

Layer 2: Chip Designers (The Architects)

This layer captures the highest margin in the ecosystem, designing the silicon that powers the cloud.

US/Global Leaders (NVDA, AMD, AVGO, MRVL)

Who they buy from: TSMC for advanced node manufacturing (3nm/5nm); Micron (MU), SK Hynix,
and Samsung for High-Bandwidth Memory (HBM).

Who they sell to: US Hyperscalers, Tier-2 CSPs, Sovereign Al initiatives, and Server OEMs (SMCI,
Dell).

Pricing Power: Absolute. NVIDIA commands ~72% gross margins [NVDA 2025-05-28] .
Broadcom's Al semiconductor revenue is accelerating at 140% YoY [AVGO 2026-03-04] .
Geographic/Sanctions Exposure: High revenue loss from China. NVIDIA noted the H20 export ban
resulted in an "$8 billion loss in H20 revenue" for a single quarter, effectively closing a "$50 billion
China market" [NVDA 2025-05-28] .

Chinese Domestic Designers (Cambricon, Hygon, Horizon, Black Sesame)

Who they buy from: Domestic foundries (SMIC) for mature/accessible nodes, though advanced
packaging remains a bottleneck.

Who they sell to: Chinese Cloud (BABA, BIDU), State-owned enterprises, and domestic EV OEMs
(BYD, Geely, Dongfeng).
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e Pricing Power: Improving. Cambricon achieved its first full-year profit with revenue up 453% YoY
[Cambricon 2025-12-31 MD&A] . Horizon Robotics captured over 40% of China's OEM ADAS market
with 79% gross margins [Horizon 2024-06-30 MD&A] .

» Geographic/Sanctions Exposure: High Vulnerability. Cambricon explicitly notes that being placed
on the US "Entity List" poses "certain risks to the stability of the company's supply chain" due to its
fabless model [Cambricon 2025-12-31 MD&A] .

Layer 3: Server & System Integrators (The Builders)

This layer integrates GPUs, CPUs, memory, and cooling into deployable data center racks.

US/Taiwan Integrators (SMCI, DELL)
* Who they buy from: NVIDIA, AMD, Intel for compute; component suppliers for Direct Liquid Cooling
(DLC).
o Who they sell to: Tier-2 CSPs (CoreWeave, xAl), Enterprises, and Sovereign Al projects.

» Pricing Power: Low/Squeezed. Integrators operate on thin margins (SMCI gross margins ~11.9% to
13.3%) [SMCI 2025-02-11] . They are squeezed by NVIDIA's pricing power but attempt to claw back
margin through proprietary liquid cooling solutions.

« Geographic/Sanctions Exposure: Expanding manufacturing outside of China/Taiwan (e.g., SMClI's
new Malaysia campus) to avoid tariffs and supply chain disruptions [SMCI 2024-11-05] .

Chinese Integrators (Inspur, Sugon)

¢ Who they buy from: Transitioning from NVIDIA to domestic chips (Hygon, Cambricon). Sugon is
undergoing a strategic stock-for-stock merger with Hygon Information to build "full-stack capabilities
from chip design to computing services" [Sugon 2025-06-30 MD&A] .

* Who they sell to: Chinese telecom operators, financial institutions, and government intelligent
computing centers.

» Pricing Power: Medium. Supported by government mandates for domestic substitution. Sugon
notes local governments are mandating up to 100% autonomous chip capability by 2027 [Sugon
2024-06-30 MD&A] .

« Geographic/Sanctions Exposure: Highly insulated by domestic demand, but vulnerable to foreign
component restrictions.

Layer 4: Optical & Networking (The Connectors)

This is the most critical crossover layer. Chinese A-share optical companies dominate the global
supply of high-speed transceivers used by US hyperscalers.
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Global/US Networking (ANET, LITE)

Who they buy from: Optical component suppliers (InP lasers, DSPs).
Who they sell to: US Hyperscalers (Meta, Microsoft).

Pricing Power: High. Arista (ANET) maintains ~64% gross margins due to its EOS software lock-in
and Ethernet Al dominance [ANET 2025-05-09] . Lumentum (LITE) is sold out of EML lasers through
2025 [LITE 2024-08-14] .

Chinese Optical Leaders (Zhongji Innolight, Eoptolink, Accelink)

Who they buy from: Global DSP and silicon photonics suppliers.
Who they sell to: US Hyperscalers (Google, Amazon, NVIDIA).

Pricing Power: Very High. Because Al clusters require massive 800G and 1.6T optical interconnects,
these companies are seeing explosive margin expansion. Zhongji's gross margin reached 42.61%
[Zhongji 2025-12-31 MD&A] , and Eoptolink's reached 47.48% [Eoptolink 2025-06-30 MD&A] .

Geographic/Sanctions Exposure: High Tariff Risk. Zhongji explicitly notes "tariff policy changes
risk" [Zhongji 2025-12-31 MD&A] . To mitigate this, they are aggressively expanding manufacturing
in Southeast Asia (Thailand) to bypass US tariffs on Chinese goods.

Layer 5: Foundry, Memory & Equipment (The Foundation)

The physical manufacturing layer, defined by extreme capital intensity and strict geopolitical export
controls.

Global Foundries & Memory (TSMC, SK Hynix, MU)

Who they buy from: Equipment makers (ASML, AMAT, LRCX, TEL).
Who they sell to: NVDA, AMD, AVGO, Apple, etc.
Pricing Power: Absolute. TSMC's gross margins sit at a staggering 66.2% [TSM 2026-04-16] . SK

Hynix and Micron are completely sold out of HBM3E, driving memory operating margins above 40%
[HYNIX 2025-07-23] .

Geographic/Sanctions Exposure: TSMC is diluting margins slightly (2-3%) to build fabs in Arizona,

Japan, and Germany to satisfy US/EU supply chain resilience demands [TSM 2026-01-15] .

Chinese Foundries (SMIC, Hua Hong)

Who they buy from: Domestic equipment makers (AMEC, NAURA) and unrestricted legacy tools
from ASML/TEL.

Who they sell to: Domestic fabless designers (Huawei, Cambricon, auto-chip makers).

Pricing Power: Low/Medium. SMIC's gross margins hover around 18-22% due to massive
depreciation costs from rapid capacity expansion [SMIC 2025-11-13] .

Geographic/Sanctions Exposure: Benefiting from "accelerated localization" and "geopolitical
shipment pull-ins" as Chinese firms hoard chips [SMIC 2025-05-08] .
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Semiconductor Equipment (AMAT, LRCX, ASML vs. AMEC, NAURA)

» US/EU Equipment: Selling GAA and HBM tools to TSMC/Samsung. Facing headwinds in China due
to export controls, though legacy node sales to China remain strong. AMAT noted a "$400 million"

backlog hit due to entity list restrictions [AMAT 2025-08-28] .

o Chinese Equipment (AMEC, NAURA): High Pricing Power & Growth. AMEC's etching equipment
sales surged 49.4% YoY as they successfully replace Lam Research (LRCX) in domestic 28nm and
3D NAND lines [AMEC 2023-12-31 MD&A] . NAURA's etching revenue exceeded RMB 5 billion in H1
2025 alone [NAURA 2025-06-30 MD&A] .

Summary Matrix: The Al Infrastructure Network

Primary

Suppliers

Primary
Customers

Pricing Power /
Margins

Geopolitical /
Sanctions Exposure

Key
Companies
UsS Cloud MSFT, AMZN,
GOOGL, META
CN Cloud BABA,
TENCENT,
BIDU
US Chips NVDA, AMD,
AVGO
CN Chips Cambricon,
Hygon, Horizon
Servers SMCI, Dell,
Inspur, Sugon
Optical Zhongji,
Eoptolink, LITE
Foundry TSMC, SMIC,
SK Hynix
Equipment AMAT, LRCX,
AMEC, NAURA
Conclusion

NVDA, AMD,
AVGO, SMCI,
ANET

Huawei, Hygon,
Cambricon

TSMC, SK
Hynix, MU

SMIC, Hua
Hong

NVDA, AMD,
Hygon

DSP/Silicon
Photonics
makers

ASML, AMAT,
AMEC, NAURA

Component
suppliers

Global
Enterprises,
Consumers

CN Enterprises,
Gov, Consumers

US Hyperscalers,
SMCI, Dell

CN Cloud, CN
Auto (BYD, Geely)

CSPs, Enterprises,
Sovereigns

US Hyperscalers,
NVDA

NVDA, AMD,
Cambricon

TSMC, Samsung,
SMIC

High (Passing
costs via Al
SaaS)

Medium
(Rationing GPUs
internally)

Absolute (NVDA
GM ~72%)

Improving
(Cambricon
profitable)

Low (SMCI GM
~12%)

Very High
(Zhongji GM
~42%)

Absolute (TSMC
GM ~66%)

High (AMEC
replacing US
tools)

Low direct risk; high
supply chain
dependency.

Extreme; cut off from
US frontier chips.

High; lost $50B China
Al market.

High; Entity list
restricts supply chain.

Medium; shifting
manufacturing to SE
Asia.

High Tariff Risk;
moving production to
Thailand.

High; forced to build
overseas fabs
(US/EU).

US tools restricted in
CN; CN tools
booming.

The earnings transcripts and MD&A filings reveal a stark reality: The US controls the architectural

brains (NVDA/AVGO) and the end-demand capital (Hyperscalers), while China is rapidly closing the

loop on a fully domestic hardware stack (SMIC/AMEC/Cambricon/Sugon).
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However, the global Al boom cannot currently function without the Chinese Optical Layer
(Zhongji/Eoptolink), which extracts massive margins from US hyperscaler CapEx. Consequently, the

most immediate geopolitical risk to the US Al rollout is not just chip export bans, but potential tariffs on
the Chinese optical transceivers that wire American data centers together.

SECTION 3: LONGS

Section 3: Top 8 Highest-Conviction Longs

Based on a synthesized analysis of 42+ earnings calls and 100+ MDG&A filings across the global Al
infrastructure stack, we have identified 8 highest-conviction long positions. The corpus reveals a stark
asymmetry: while US hyperscalers publicly broadcast a $585B+ CapEx floor for 2026, Chinese
infrastructure players are quietly executing a massive, state-backed localization and optical upgrade
cycle hidden within A-share MD&A filings.

This portfolio spans the entire compute lifecycle—from silicon design and memory bottlenecks to
thermal management and optical interconnects—balancing US hyperscale dominance with high-beta
Chinese domestic substitution.

1. NVIDIA Corporation (NVDA)
Ticker: NVDA | Market Cap: ~$3.2T | Sector: Semiconductor (GPU Design) | Country: USA

Thesis: Consensus models NVIDIA’'s growth as a cyclical hardware peak, underestimating the duration of
the Blackwell cycle and the structural shift toward "agentic" and "physical Al." The corpus reveals that
the transition from Hopper to Blackwell is not merely a chip upgrade, but a full-stack data center re-
architecture. Management explicitly states that the data center is now the "unit of computing," driving a
$10 trillion modernization TAM.

Furthermore, the market misprices the stickiness of NVIDIA's networking moat. Spectrum-X Ethernet and
NVLink are becoming as critical as the GPUs themselves. The corpus shows networking revenue
doubling sequentially, effectively locking hyperscalers into NVIDIA's proprietary scale-up and scale-out
topologies.

Finally, while consensus frets over China export controls (the $8B H20 loss), the corpus confirms that
sovereign Al and enterprise adoption are more than backfilling this gap. Demand is so acute that
hyperscalers are deploying thousands of GB200 NVL racks weekly, with visibility extending well into
2026.

Three Scenarios:

» Bull (25%): Blackwell Ultra (GB300) triggers an accelerated upgrade cycle; Sovereign Al TAM
exceeds $50B.
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* Base (65%): Blackwell ramps smoothly through 2025/2026; gross margins stabilize in the mid-70s
after initial ramp costs.

» Bear (10%): Hyperscaler CapEx digestion hits in late 2026; advanced packaging constraints severely
limit GB200 shipments.

Entry Trigger: Any temporary gross margin compression reported during the early Blackwell ramp, or
macro-driven semiconductor sell-offs.

Anchor Quote:

"Demand for Blackwell platforms is well above supply, and we expect this to continue into next
year." — Colette Kress (Call: 2024-08-28)

Position Sizing Logic: Core Anchor (15%). NVDA remains the foundational index for the Al buildout. It
warrants the largest allocation, serving as the beta engine for the portfolio.

Three Risks (with evidence):

1. China Export Controls: "Losing access to the China Al accelerator market... would have a material
adverse impact on our business" (Call: 2025-05-28).

2. Supply Chain Constraints: Shortages in advanced packaging, memory, and networking components
for GB200 racks (Call: 2025-01-07).

3. Hyperscaler ROI Scrutiny: The risk of capacity digestion if Al monetization lags infrastructure spend
(Call: 2025-01-07).

2. Broadcom Inc. (AVGO)

Ticker: AVGO | Market Cap: ~$800B | Sector: Semiconductor (Custom ASIC/Networking) | Country:
USA

Thesis: Consensus views Broadcom primarily as a dividend-paying software/broad-based semi
company, severely underpricing its monopoly in Custom Al Accelerators (XPUs) and Al Ethernet
switching. The corpus reveals a staggering $110 billion consolidated backlog, with Al revenue projected
to hit $100 billion cumulatively by 2027.

The transcript data highlights a critical pivot: hyperscalers are aggressively pursuing custom silicon to
lower power consumption and avoid NVIDIA lock-in. Broadcom is the sole provider capable of delivering
3nm/2nm XPUs at scale. The corpus confirms AVGO has expanded from three to six hyperscale XPU
customers (including OpenAl and Meta's MTIA), a development not fully baked into consensus models.

Additionally, the VMware integration is yielding results much faster than anticipated. Operating margins
for VMware hit 70% exiting FY24, crushing the initial $8.5B EBITDA target. This provides a massive,
high-margin cash flow engine to fund leading-edge 2nm R&D.

Three Scenarios:

« Bull (30%): XPU adoption accelerates for inference workloads; Tomahawk 6 dominates Al
networking.
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» Base (60%): Al semiconductor revenue hits $20B+ annually; VMware continues to generate 70%+
operating margins.

« Bear (10%): Non-Al semiconductor markets (enterprise/telco) fail to recover; hyperscalers shift to
internal COT (customer-owned tooling).

Entry Trigger: Weakness in legacy broadband/storage segments masking the hyper-growth of the Al
networking and XPU divisions.

Anchor Quote:

"Today, in fact, we have line of sight to achieve Al revenue from chips, just chips, in excess of $100
billion in 2027." — Hock Tan (Call: 2026-03-04)

Position Sizing Logic: Co-Anchor (12%). AVGO provides the perfect hedge to NVDA by capturing the
hyperscaler shift toward custom silicon and Ethernet-based Al networking.

Three Risks (with evidence):

1. Non-Al Cyclicality: Slow recovery in enterprise networking and industrial segments (Call: 2025-03-
06).

2. Supply Chain Bottlenecks: Constraints in leading-edge wafers, HBM, and substrates (Call: 2026-03-
04).

3. Customer-Owned Tooling (COT): Hyperscalers eventually bypassing AVGO to design chips entirely
in-house (Call: 2025-12-11).

3. Zhong;ji Innolight (SZSE: 300308)
Ticker: 300308.SZ | Market Cap: ~$20B | Sector: Optical Communications | Country: China

Thesis: Western consensus largely ignores A-share optical players, yet Zhongji Innolight is the
undisputed global leader in 800G and 1.6T optical transceivers—the critical "picks and shovels" for US
hyperscale data centers. The MD&A corpus reveals a massive inflection: H1 2025 revenue surged
36.95% to CNY 14.79 billion, and by year-end 2025, revenue exploded by 60.25% to RMB 38.24 billion,
with net profit up 108%.

The market fails to price in the accelerated iteration cycle. As GPU clusters scale to 100,000+ nodes, the
optical interconnect bottleneck becomes severe. Zhongji's MD&A explicitly confirms that 1.6T and
Silicon Photonics (SiPh) adoption is happening faster than expected, driven by the exponential token
consumption of models like ChatGPT and DeepSeek.

Furthermore, Zhongji is successfully navigating geopolitical risks by expanding its overseas
manufacturing footprint (e.g., Thailand), ensuring it remains deeply embedded in the supply chains of
NVIDIA and Google despite US-China tensions.

Three Scenarios:

« Bull (35%): 1.6T upgrade cycle accelerates globally; Silicon Photonics (SiPh) margins drive net profit
above estimates.
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* Base (50%): 800G demand remains robust through 2026; company maintains its #1 global market
share.

o Bear (15%): US implements draconian tariffs on Chinese optical modules; intense domestic price
wars erode gross margins.

Entry Trigger: Geopolitical headlines causing a temporary multiple compression in Chinese tech
hardware, or a dip following a capital raise (e.g., HK IPO rumors).

Anchor Quote:

"Key customers further increased capital expenditure in computing infrastructure, leading to
significant growth in demand for 800G and other high-end optical modules, and accelerating
technological iteration towards 1.6T and above rates." — (MD&A: 2025-06-30)

Position Sizing Logic: Tactical Alpha (8%). Provides direct exposure to US hyperscaler CapEx through a
highly profitable, lower-multiple Chinese equity.

Three Risks (with evidence):
1. Tariff Policy Changes: Explicitly cited as a risk to overseas market share and margins (MD&A: 2025-
12-31).

2. Technology Upgrade Risk: Failure to maintain leadership in Co-Packaged Optics (CPO) or Linear
Drive Pluggable Optics (LPO) (MD&A: 2025-06-30).

3. Price Competition: Intense industry price wars impacting gross margins (MD&A: 2025-12-31).

4. Oracle Corporation (ORCL)
Ticker: ORCL | Market Cap: ~$380B | Sector: Cloud Infrastructure / Software | Country: USA

Thesis: Consensus still views Oracle as a legacy database company, fundamentally mispricing the
hyper-growth of Oracle Cloud Infrastructure (OCI). The corpus reveals a staggering metric: Remaining
Performance Obligations (RPO) surged 359% year-over-year to $455 billion. Oracle is winning massive Al
training and inferencing workloads (including OpenAl and xAl) because its Gen 2 architecture and RDMA
networking are structurally faster and cheaper than AWS or Azure.

Furthermore, the market underestimates Oracle's multi-cloud database strategy. By embedding Oracle
Database 23ai directly into Azure, Google Cloud, and AWS data centers, Oracle has effectively
neutralized the threat of cloud migration churn. This multi-cloud revenue grew 1,529% in a single quarter.

Finally, Oracle is aggressively solving the power constraint issue, building gigawatt-scale data centers.
The doubling of CapEx to $35B in FY26 is fully backed by contracted demand, ensuring high-margin
revenue conversion over the next 24 months.

Three Scenarios:

« Bull (30%): OCI capacity expansion outpaces expectations; Al inferencing market explodes, driving
RPO conversion.
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* Base (60%): OCI maintains 50%+ growth; multi-cloud database partnerships yield steady, high-
margin SaaS growth.

« Bear (10%): Component delays and power constraints severely limit OCI capacity buildouts, stalling
revenue recognition.

Entry Trigger: Any post-earnings dip caused by negative free cash flow prints resulting from massive,
front-loaded CapEx investments.

Anchor Quote:

"Training Al models is a gigantic multitrillion-dollar market. But if you look close, you can find one
that's even larger. And it's the market for Al inferencing." — Larry Ellison (Call: 2025-09-09)

Position Sizing Logic: High-Conviction Growth (10%). ORCL offers the best risk-adjusted upside
among the hyperscalers due to its massive backlog and structural cost advantages in Al networking.

Three Risks (with evidence):

1. Supply Constraints: Inability to meet OCI demand due to component delays (Call: 2025-03-10).

2. Data Center Power: Challenges in securing power for gigawatt-scale data centers (Call: 2024-10-
30).

3. Currency Fluctuations: Strong USD negatively impacting international revenue conversion (Call:
2024-12-09).

5. Cambricon Technologies (SHSE: 688256)
Ticker: 688256.SH | Market Cap: ~$15B | Sector: Semiconductor (Al Chips) | Country: China

Thesis: Cambricon is the ultimate high-beta play on Chinese domestic Al substitution. Western
consensus assumes China cannot produce viable Al accelerators due to US sanctions. However,
Cambricon’s MD&A filings reveal a shocking fundamental turnaround: H1 2025 revenue exploded by
4,347% year-over-year to CNY 2.88 billion, and the company achieved its first full-year profit in 2025
(CNY 2.05 billion net profit).

The thesis is simple: US "Entity List" restrictions have forced Chinese telecom operators, financial
institutions, and internet giants to adopt Cambricon's MLU architecture. The company's deep integration
with domestic large models (DeepSeek, Qwen, Hunyuan) proves its software stack is maturing rapidly.

While NVIDIA dominates globally, Cambricon operates in a captive, state-mandated $50B+ domestic
market. The recent CNY 3.98 billion private placement ensures they have the capital to fund next-
generation microarchitecture optimized for LLM training and inference.

Three Scenarios:

» Bull (30%): Complete domestic substitution mandate by the Chinese government drives exponential
revenue growth; software ecosystem rivals CUDA domestically.

» Base (45%): Steady adoption by state-owned enterprises and tier-2 internet companies; maintains
profitability.
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* Bear (25%): Huawei Ascend completely crowds out Cambricon; US tightens sanctions on foundry
access (SMIC), halting chip production.

Entry Trigger: Pullbacks following A-share market volatility or profit-taking after explosive earnings
prints.

Anchor Quote:

"During the reporting period, the company achieved its first full-year profit... breakthroughs in large
language models and generative Al sparking an industry revolution, and demand for computing
power... rapidly rising." — (MD&A: 2025-12-31)

Position Sizing Logic: High-Beta Speculative (5%). High risk, but offers unparalleled exposure to the
forced localization of China's Al compute infrastructure.

Three Risks (with evidence):

1. Supply Chain Instability: Explicitly cited risk due to Fabless model and inclusion on the US "Entity
List" (MD&A: 2025-06-30).

2. Intense Competition: Acknowledgment of NVIDIA's absolute global dominance and fierce domestic
rivalry (MD&A: 2025-06-30).

3. R&D Cash Burn: High financial risk associated with maintaining massive R&D investments (17.99%
of revenue) (MD&A: 2025-12-31).

6. Alibaba Group (BABA)
Ticker: BABA | Market Cap: ~$200B | Sector: Cloud / E-commerce | Country: China

Thesis: The market prices Alibaba as a mature, ex-growth e-commerce platform facing fierce
competition from PDD and JD. This completely ignores the corpus data showing Alibaba Cloud is the
premier Al infrastructure provider in Asia. Al-related revenue has posted triple-digit year-over-year growth
for ten consecutive quarters.

Crucially, Alibaba is the only Chinese cloud provider successfully executing a custom silicon strategy
akin to AWS or Google. The corpus reveals that T-Head's proprietary GPU chips have achieved "scaled
mass production,” with over 470,000 Al chips shipped. This insulates Alibaba from US export controls
better than its peers.

Management has committed to a massive RMB 380 billion ($50B+) CapEx cycle over three years. As the
"Al Agent era" expands the addressable market for enterprise IT, Alibaba's full-stack capability (T-Head
chips, Qwen open-source models, MaaS platform) positions it to capture the lion's share of China's
enterprise Al transformation.

Three Scenarios:

o Bull (25%): Cloud revenue accelerates past 20% growth; Quick Commerce achieves profitability; T-
Head GPUs fully offset NVIDIA restrictions.
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* Base (55%): Cloud maintains low-teens growth; e-commerce CMR stabilizes; Al investments yield
steady margin expansion.

* Bear (20%): E-commerce market share continues to bleed; Al server supply chain undersupply
chokes cloud growth.

Entry Trigger: E-commerce headline weakness (e.g., soft Singles Day GMV) that depresses the stock,
allowing entry into the Cloud/Al business at a steep discount.

Anchor Quote:

"T-Head's proprietary GPU chips have achieved scaled mass production. As of February 2026, T-
Head had cumulatively shipped 470,000 Al chips." — Yongming Wu (Call: 2026-03-19)

Position Sizing Logic: Value/Turnaround (8%). Offers a highly discounted entry into a hyperscale cloud
provider with a proven, mass-produced custom silicon moat.

Three Risks (with evidence):

1. Al Server Undersupply: Uncertainties in the global Al supply chain and potential export restrictions
(Call: 2025-11-25).

2. E-commerce Competition: Intense market competition impacting Taobao/Tmall EBITA during the
investment phase (Call: 2024-11-15).

3. Margin Compression: Significant investments in user experience and Al infrastructure dragging
down consolidated adjusted EBITA (Call: 2026-03-19).

7. SK Hynix (KRX: 000660)
Ticker: 000660.KS | Market Cap: ~$100B | Sector: Semiconductor (Memory) | Country: South Korea

Thesis: Consensus models memory as a highly cyclical commodity, but the corpus reveals a structural
shift: Al memory (HBM) is now a customized, high-performance bottleneck. SK Hynix is the undisputed
leader in HBM3 and HBMB3E, effectively operating as a monopoly supplier to NVIDIA's highest-end
GPUs.

The transcript data shows HBM sales growing over 330% year-over-year, driving operating margins to a
staggering 41% —surpassing the 2018 super-cycle peak. Management confirms that 2026 HBM capacity
is already fully booked, with sales expected to increase threefold.

Furthermore, the shift from Al training to Al inference is exponentially increasing memory usage across all
product lines, including high-capacity enterprise SSDs (eSSDs) for vector databases. SK Hynix's
technological lead in 12-Hi HBM3E and upcoming HBM4 insulates it from legacy DRAM pricing pressure.

Three Scenarios:

» Bull (30%): HBM4 pricing power exceeds expectations; Al inference drives a massive enterprise SSD
super-cycle.

» Base (55%): HBM capacity remains sold out through 2026; legacy DRAM/NAND recovers slowly but
is offset by HBM margins.
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* Bear (15%): Micron and Samsung aggressively take HBM market share, compressing margins;
PC/Mobile demand collapses.

Entry Trigger: Weakness in spot pricing for legacy consumer DRAM/NAND that causes a sector-wide
selloff, ignoring the HBM contract pricing reality.

Anchor Quote:

"All production-ready capacity is currently fully booked with customer POs, and we expect 2026
HBM sales to improve substantially, increasing by more than threefold year-on-year." — (Call: 2026-
01-28)

Position Sizing Logic: Core Component (10%). The purest play on the memory bandwidth bottleneck,
which is the primary physical constraint on LLM scaling.

Three Risks (with evidence):
1. Legacy Market Weakness: Delayed recovery in PC and smartphone demand impacting standard

DRAM/NAND (Call: 2024-10-23).

2. Geopolitical/Tariff Risks: Strengthened protective trade policies and US export restrictions (Call:
2025-04-23).

3. Rising Competition: Samsung and Micron aggressively ramping HBM3E capacity to challenge
Hynix's market share (Call: 2024-10-23).

8. Vertiv Holdings Co (VRT)
Ticker: VRT | Market Cap: ~$40B | Sector: Data Center Infrastructure | Country: USA

Thesis: As GPU TDP (Thermal Design Power) pushes past 1000W with NVIDIA's Blackwell, traditional air
cooling is physically obsolete. Consensus underestimates the margin expansion and TAM growth Vertiv
will experience as data centers retrofit for Direct Liquid Cooling (DLC).

The corpus shows Vertiv's orders soaring, with a trailing 12-month growth of 37% and a massive 1.4x
book-to-bill ratio. Management explicitly notes that Al expands their TAM per megawatt from $2.5M to
$3.5M. Vertiv is not just selling hardware; they are providing system-level solutions and services, which
they dub their "superpower."

Furthermore, Vertiv's co-development partnership with NVIDIA for Al factories positions them as the
default thermal management standard for the GB200 rollout. With adjusted operating margins crossing
22%, the operational leverage in this business is just beginning to show.

Three Scenarios:

e Bull (25%): Liquid cooling adoption exceeds 30% of new data centers rapidly; operating margins hit
25% ahead of 2029 target.

» Base (65%): Steady 15-17% growth in cloud/colo segments; liquid cooling scales smoothly
alongside Blackwell deployments.
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» Bear (10%): Severe power and permitting shortages halt data center construction; supply chain fails
to deliver liquid cooling manifolds.

Entry Trigger: Any perceived "lumpiness" in quarterly orders due to European regulatory delays,
providing a buy-the-dip opportunity.

Anchor Quote:

"Blackwell and beyond, those chips will be liquid cooled. So liquid cool will continue to happen,
liquid cool will accelerate." — Giordano Albertazzi (Call: 2024-09-12)

Position Sizing Logic: Infrastructure Derivative (10%). A lower-beta, highly profitable way to play the
physical constraints (power/heat) of the Al buildout without taking silicon execution risk.

Three Risks (with evidence):

1. Power/Permitting Constraints: Delays in data center construction due to grid power availability
(Call: 2025-05-05).

2. EMEA Headwinds: Unfavorable regulatory environments and power headwinds causing order
lumpiness in Europe (Call: 2025-02-20).

3. Tariff Impacts: Fluidity and uncertainty regarding Section 232 tariffs impacting supply chain costs
(Call: 2025-10-22).

SECTION 4: PAIRS

Section 4: Pair Trades & Relative Value

The following relative value strategies are derived directly from the fundamental asymmetries exposed in
the Q2 2024-Q1 2026 earnings transcripts and A-share/HK filing MD&As. The core thesis across these
pairs is the bifurcation of the Al infrastructure stack: US hyperscalers and their direct suppliers are
experiencing uncapped, high-margin growth, while Chinese domestic players are facing severe GPU
rationing, margin-dilutive trailing-edge capacity ramps, and supply chain bottlenecks.

Pair 1: The 1.6T Optical Arbitrage (MD&A Primary)

1. Legs: Long Zhongji Innolight (SZSE: 300308) / Short Lumentum (NASDAQ: LITE) | Sector: Optical
Networking | Country: China vs. US 2. Asymmetry Evidence: The corpus reveals that Chinese optical
manufacturers are capturing the lion's share of US hyperscaler 800G/1.6T capex, while legacy US optical
players are struggling with capacity constraints and transitioning business models.

* Long Side (Innolight MD&A): Innolight’'s MD&A explicitly outlines a 3-way customer mix capturing
global Al capex: "Key customers further increased capital expenditure in computing infrastructure,
leading to significant growth in demand for 800G and other high-end optical modules, and
accelerating technological iteration towards 1.6T." Furthermore, they note their unique positioning
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across ecosystems: "Continue to increase delivery capacity and shipments of 1.6T, 800G high-end
products... fully meeting the overseas bulk supply needs of key overseas customers."

Short Side (Lumentum Transcript): Lumentum is capacity-constrained and playing catch-up. "Due
to overwhelming demand for our critical technology, our indium phosphide capacity is fully subscribed
to at least the end of calendar 2025, and therefore, we can only meet this demand by growing
capacity." 3. Spread Direction: Widening. Expect Innolight to outperform LITE by +25%. 4. Carry /
Financing: Negative carry. Shorting US tech requires paying borrow fees (~1-2%), while holding A-
shares ties up RMB capital. 5. Correlation Breakdown: Historically 0.65 (both trade as optical beta).
Correlation breaks as Innolight captures the 1.6T upgrade cycle for NVIDIA/Custom ASICs, while LITE
suffers from telecom inventory hangovers and capacity bottlenecks. 6. Time Horizon: 6-9 months
(capturing the H2 2025 1.6T volume ramp). 7. Sizing: 4.0% of NAV. 8. Best Execution Venue: Cash
equities via Stock Connect (Long SZSE) and US Cash (Short LITE). Beta-adjust the short leg to
account for LITE's higher historical volatility.

Pair 2: The Compute Rationing Divergence

1. Legs: Long Amazon (NASDAQ: AMZN) / Short Tencent (HKEX: 0700) | Sector: Cloud Hyperscalers |
Country: US vs. China 2. Asymmetry Evidence: US hyperscalers are deploying capital at an

unprecedented scale to capture external cloud Al demand, whereas Chinese hyperscalers are explicitly

cannibalizing their external cloud growth to feed internal foundation models due to GPU embargoes.

e Long Side (AMZN Transcript): Amazon is uncapped and monetizing rapidly. "We expect to invest

about $200 billion in capital expenditures across Amazon, but predominantly in AWS because we
have very high demand... AWS growth continued to accelerate to 24%, the fastest we've seen in 13
quarters."

Short Side (Tencent Transcript): Tencent is actively rationing compute. "Increased allocation of
GPU s for internal use cases initially for ad tech and foundation model training and more recently on Al
inference... has limited our provision of GPUs to external clients and thus constrained our cloud
services revenue growth." 3. Spread Direction: Widening. Expect AMZN to outperform Tencent by
+18%. 4. Carry / Financing: Positive carry. Tencent pays a ~1.5% dividend yield, but AMZN's
implied options volatility allows for premium collection. 5. Correlation Breakdown: Historically 0.55
(Global Tech/Cloud beta). Breaking down as AMZN's AWS reaccelerates via Trainium2/NVIDIA
clusters, while Tencent's cloud growth flatlines due to hardware starvation. 6. Time Horizon: 12
months. 7. Sizing: 6.0% of NAV. 8. Best Execution Venue: AMZN Cash / Tencent Total Return Swap
(TRS) to optimize offshore balance sheet efficiency and minimize HK stamp duty.

Note: This pair is a consensus crowded trade. The Long TSM / Short SMIC structure has been
the most-discussed pan-Asia semi pair in 2024-2025. We include it as a baseline anchor (large
position because liquidity is deep) but acknowledge the alpha is well-documented. Fresh edge in
this thesis is concentrated in Pairs 1 (Innolight 3-way customer mix), 4 (Auto-chip MD&A signals),
and 5 (HBM contrarian).
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Pair 3: The Foundry Margin Squeeze

1. Legs: Long TSMC (NYSE: TSM) / Short SMIC (HKEX: 0981) | Sector: Semiconductor Foundry |
Country: Taiwan vs. China 2. Asymmetry Evidence: TSMC is capturing 100% of the high-margin,
leading-edge Al accelerator market. SMIC is running at high utilization, but it is driven by low-margin
domestic localization and consumer electronics, facing severe depreciation headwinds from aggressive
trailing-edge capex.

* Long Side (TSMC Transcript): TSMC has pricing power and explosive Al growth. "The demand from
the Al getting stronger and stronger... Today, the number are insane... We raised our forecast for the
revenue growth from Al accelerator to approach a mid- to high 50s percent CAGR."

« Short Side (SMIC Transcript): SMIC is facing margin compression despite high utilization. "The
robust demand for memory chips driven by Al has squeezed the supply for other application sectors...
Significant depreciation pressure on gross margins due to high investment and new fabs." 3. Spread
Direction: Widening. Expect TSM to outperform SMIC by +30%. 4. Carry / Financing: Flat. Both pay
minor dividends. Short borrow on SMIC HK is cheap and highly liquid. 5. Correlation Breakdown:
Historically 0.40. SMIC trades on Chinese domestic stimulus and localization narratives, while TSM
trades on global Al capex. As SMIC's gross margins compress toward 18% due to depreciation, the
fundamental divergence will force a decoupling. 6. Time Horizon: 9-12 months. 7. Sizing: 5.0% of
NAV. 8. Best Execution Venue: TSM US ADRs (Long) vs. SMIC HKEX Futures (Short) to manage
margin efficiency.

Pair 4: The Auto-Chip Paradigm Shift (MD&A Primary)

1. Legs: Long Horizon Robotics (HKEX: 9660) / Short Hua Hong Semiconductor (HKEX: 1347) | Sector:
Auto Semiconductors | Country: China vs. China 2. Asymmetry Evidence: The Chinese automotive
semiconductor market is shifting rapidly from mature power discretes (which are oversupplied) to high-
compute ADAS SoCs.

* Long Side (Horizon MD&A): Horizon is capturing the high-margin software/hardware ADAS
transition. "Total revenue for H1 2024 surged by 151.6% year-over-year... Gross margin saw a
substantial improvement, rising from 61.0% to 79.0%... We captured over 40% market share in
China's OEM ADAS market."

» Short Side (Hua Hong Transcript): Hua Hong is suffering from trailing-edge oversupply in
auto/industrial discretes. "The overall recovery of the semiconductor market is in line with our
expectations, but there is a structural divergence... Increased competition and capacity in the power
discrete market... Aggressive price cutting by silicon carbide competitors." 3. Spread Direction:
Widening. Expect Horizon to outperform Hua Hong by +20%. 4. Carry / Financing: Negative carry.
Horizon is a recent IPO with higher borrow costs if shorted, but as the long leg, it requires funding.
Hua Hong short borrow is cheap. 5. Correlation Breakdown: Historically 0.30 (both trade as China
Auto-Semi proxies). The correlation breaks as Horizon scales its high-margin Licensing & Services
segment (73.9% of revenue), while Hua Hong remains a capital-intensive, price-taking foundry. 6.
Time Horizon: 6 months. 7. Sizing: 3.0% of NAV (smaller sizing due to Horizon's higher idiosyncratic
volatility as a newly listed entity). 8. Best Execution Venue: Cash equities in Hong Kong for both
legs.
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Pair 5: The HBM Oversupply Contrarian

1. Legs: Long basket [ASML 1.5% + AMAT 1.5%] / Short MU via Jan-2027 OTM puts (3% NAV premium
budget) Sector: Memory cycle / Equipment | Country: Multi

2. Asymmetry Evidence: The corpus reveals that HBM is the most concentrated single-supplier story in
the cycle (MU has ~25% share, dependent on shipping into 3 customers — NVDA + 2 unnamed). If
hyperscaler capex pauses in late 2026 (the user is forced to digest the $585-725B 2026 spend), HBM3E
is the FIRST product to oversupply because:

e HBM unit volumes are >5x faster ramp than DRAM

» Both Hynix and Samsung are aggressively shifting wafer mix to HBM (=30% of total DRAM wafer-out
by EQY 2026)

o ASML / AMAT are HBM-agnostic — they sell tools regardless of which company makes HBM
« Long Side (ASML): "We expect that the bandwidth in our 2026 guidance accommodates potential

outcomes of ongoing discussions around export controls" [ASML 2024-10-16] — toolmaker insulated
from per-customer HBM share.

o Short Side (MU): "In 2028, we expect the HBM TAM to grow 4x from the $16 billion level in 2024 and
to exceed $100 billion by 2030" [MU 2024-12-18] — TAM thesis assumes uninterrupted hyperscaler
capex through 2030. Any 2-quarter pause = MU revenue cliff because they have least diversified
DRAM mix.

3. Spread Direction: Long basket up modestly (+15-20%); MU puts pay if MU drops 30%+ on a 2026-
Q4/2027-Q1 capex digestion announcement.

4. Carry / Financing: ASML/AMAT pay dividends (~1% combined); MU puts are pure premium decay
(positive carry only on direction). Defined-risk structure.

5. Correlation Breakdown: This trade fails if HBM demand stays fully sold out into 2027 with no capex
digestion. NVDA Vera Rubin Ultra 2027 launch with HBM4E might extend cycle past put expiry.

6. Time Horizon: 12-15 months (Jan 2027 expiry).
7. Sizing: 3% NAV premium budget on MU puts (defined risk = 3% max loss); 3% NAV in long basket.
8. Best Execution Venue: ASML/AMAT cash long; MU puts via listed equity options.

Why this trade structure:

* MU is the cleanest expression of "HBM oversupply if hyperscaler capex pauses" — a scenario
consensus does NOT price in (MU consensus 2027 EPS still rising +60%)

» Defined-risk via puts limits downside to 3% NAV premium budget while preserving full upside if
scenario plays out

* Long ASML/AMAT basket as positive-carry counter-leg captures the bull case (HBM cycle extends)
— toolmakers benefit either way (whether HBM oversupplies or extends)

The Anti-Pair: The Rejected Trade

Trade Idea: Long SMIC (HKEX: 0981) / Short Micron (NASDAQ: MU) The Superficial Thesis: The
corpus shows China is aggressively localizing its semiconductor supply chain. SMIC's MD&A and
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transcripts show 34% YoY growth from Chinese customers and 100% utilization at 8-inch fabs.
Meanwhile, Micron faces cyclical consumer PC/smartphone weakness and inventory adjustments.
Therefore, go long Chinese localization (SMIC) and short US memory cyclicality (MU).

Why the Corpus Rejects This Trade: A deep read of the cross-Pacific transcripts completely invalidates
this thesis due to the High Bandwidth Memory (HBM) supercycle.

1. The HBM Blindspot: Across the ~42 Chinese earnings calls analyzed, the term "HBM" is mentioned
exactly zero times. Chinese foundries and cloud providers are entirely locked out of the HBM
ecosystem.

2. Micron's Pricing Power: Micron's transcripts explicitly state that Al is cannibalizing standard DRAM
capacity to print HBM. "We are sold out for '25 from a volume perspective, pricing almost done for all
of 2025... In 2028, we expect the HBM TAM to grow 4x from the $16 billion level in 2024 and to
exceed $100 billion by 2030."

3. SMIC's Margin Destruction: SMIC's revenue growth is a mirage masking margin destruction. They
are printing trailing-edge wafers for consumer electronics, not Al. "Significant depreciation pressure
on gross margins due to high investment and new fabs... The robust demand for memory chips driven
by Al has squeezed the supply for other application sectors."

Conclusion: Shorting Micron to fund a long SMIC position puts the portfolio directly in front of a $100
billion HBM freight train. Micron is capturing the most severe supply-demand bottleneck in the Al stack,
while SMIC is absorbing the depreciation costs of China's trailing-edge self-sufficiency mandate. We
firmly reject this pair.

SECTION 5: TAIL

Section 5: Tail Risks & Hedges

Based on a deep synthesis of the provided earnings transcripts and A-share/HK MD&A filings, the
market is mispricing several structural fragilities within the Chinese Al infrastructure supply chain. While
consensus focuses on top-line growth and geopolitical headline risk, the corpus reveals specific,
actionable tail risks buried in margin compression, depreciation schedules, and capacity rationing.

Part 1: Three Asymmetric Scenarios NOT Priced

Scenario 1: The "Killer App" Gridlock (Upside Volatility / FCF Destruction)

o The Setup: The market assumes Chinese Al adoption will be a slow, enterprise-led grind due to
compute constraints. However, the corpus reveals that inference demand is already pushing the grid
to its limits.

e Corpus Anchor: Kingsoft Cloud (KC) explicitly warns: "If there's going to be, for example, like a killer
app GenAl application... we do think that there's a chance that in the future, the supply would not be
able to meet this demand." Concurrently, Baidu notes ERNIE API calls surged from 200 million to 1.5
billion daily in just a few months.
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The Scenario: A viral, consumer-facing Al agent (e.g., a WeChat-integrated super-agent or a
ByteDance video generator) triggers a massive, sudden spike in inference demand. Tier-1 clouds
(Tencent/Alibaba) are forced to completely cut off external cloud customers to serve internal
workloads, triggering a panic-buying spree for Tier-2 capacity (Kingsoft Cloud).

Probability Estimate: 25% over the next 12 months.

Specific Instrument: Long Kingsoft Cloud (NASDAQ: KC) Call Options.

o Strike/Expiry: $6.00 Calls, 6-month expiry.
o Cost: ~$0.45 per contract.

o Payoff Math: If a capacity panic forces enterprise customers to KC, driving the stock to $10.00 (a
return to historical medians given their newly positive EBITDA), the option is worth $4.00 at
expiration.

o ROI: ~780% payoff vs. 100% capital at risk.

Scenario 2: The Optical Component Margin Collapse (Downside)

The Setup: Global capital has crowded into Chinese optical module makers (Zhongji Innolight,
Eoptolink, Accelink) viewing them as the ultimate "pick and shovel" Al play. Revenue growth is indeed
spectacular (Eoptolink up 282% YoY). However, the market is ignoring severe pricing pressure at the
lower end of the high-speed spectrum.

Corpus Anchor: Accelink’s MD&A explicitly warns: "Although optical device market revenue
continues to hit new highs, industry operating profit margins and gross margins have both dropped to
their lowest levels in recent years" due to "intense price competition pressure."

The Scenario: As 800G becomes commoditized and hyperscalers squeeze suppliers to offset their
own massive CapEx burdens, optical module gross margins collapse. The revenue growth remains,
but EPS misses drastically, triggering a violent multiple compression across the A-share optical
sector.

Probability Estimate: 35% over the next 9 months.
Specific Instrument: Put Options on KraneShares CSI China Internet ETF (KWEB) or a bespoke OTC
put on Zhongji Innolight (for institutional mandates). Using KWEB as a liquid proxy for Chinese tech
hardware/software multiple compression.

o Strike/Expiry: KWEB $26 Puts, 4-month expiry.

o Cost: ~$1.10 per contract.

o Payoff Math: If hardware margin compression triggers a broader tech selloff, pushing KWEB down
15% to $23, the option intrinsic value is $3.00.

o ROI: ~170% payoff vs. defined cost.

Scenario 3: The Domestic Foundry Depreciation Trap (Downside)

The Setup: SMIC and HuaHong are operating at near 100% utilization, driven by domestic
localization. The market views this as a structural bull case. However, the aggressive CapEx required
to build these fabs is creating a massive depreciation time-bomb.

Corpus Anchor: SMIC notes: "Significant depreciation pressure on gross margins due to high
investment and new fabs." HuaHong echoes this: "The second quarter gross margin guidance is
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going to be slightly lower... And this pressure is going to be there in the subsequent quarter as well as
fab line ramps up."

The Scenario: The "pull-forward" of orders (hedging against tariffs) dries up just as the depreciation
schedules for new 12-inch fabs (like HuaHong's Fab 9) hit the income statement. Utilization drops
from 100% to 80%, but fixed depreciation costs remain, crushing gross margins into the single digits
and wiping out net income.

« Probability Estimate: 40% over the next 6-9 months.
» Specific Instrument: Long SMIC (HKEX: 0981) Put Options.

o Strike/Expiry: HKD 22.00 Puts, 6-month expiry.
o Cost: ~HKD 1.50.

o Payoff Math: If gross margins collapse and the stock reverts to its pre-stimulus baseline of HKD
16.00, the option is worth HKD 6.00.

o ROI: 300% payoff vs. premium paid.

Part 2: Two Consensus Narratives Contradicted by the Corpus

Contradicted Narrative 1: "China is completely paralyzed by US compute sanctions."

The Consensus: Export controls on NVIDIA hardware and ASML equipment have effectively halted
China's ability to scale Al infrastructure, leaving them years behind.

The Reality: The corpus proves that domestic substitution is not just a political talking point; it is
actively scaling at the inference layer and generating massive revenue.

Transcript Evidence: Alibaba explicitly states that its proprietary T-Head GPUs have achieved
"scaled mass production," with 470,000 Al chips shipped and supporting over 400 enterprise

customers. Baidu is confident enough in its self-developed Kunlunxin chips to announce a spin-off
and separate listing.

MDG&A Evidence: Cambricon’s H1 2025 filing reports a staggering 4,347.82% YoY revenue growth
(to CNY 2.88 billion) and a return to profitability, explicitly citing the optimization of their chips for
DeepSeek and Qwen models. Inspur's MD&A highlights the launch of the R1 inference server
specifically designed to support 16 PCle dual-width cards for models like DeepSeek-671B.

Conclusion: Sanctions have bottlenecked training clusters, but China has successfully built a self-
sufficient, highly profitable inference grid using domestic ASICs.

Contradicted Narrative 2: "Chinese Cloud providers are in a CapEx arms race identical to
US Hyperscalers."

The Consensus: To compete in Al, Alibaba, Tencent, and Baidu must be spending tens of billions of
dollars a quarter, destroying free cash flow just like Meta, Microsoft, and Amazon.

The Reality: Chinese hyperscalers are playing a game of strict rationing, optimization, and triage,
resulting in a ~20x CapEx gap compared to the US.

Transcript Evidence: Tencent provides the most glaring contradiction to the US narrative, openly
admitting to rationing: "Increased allocation of GPUSs for internal use cases... has limited our provision
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of GPUs to external clients and thus constrained our cloud services revenue growth." They are
actively turning away cloud revenue to protect internal Al workloads.

« MDA&A Evidence: The sheer math reveals the divergence. Amazon is guiding to $200B in 2026
CapEx, and the US Big-5 will spend ~$585B. Conversely, Alibaba's highly touted "massive"
investment is RMB 380B over three years (~$17B/year).

» Conclusion: China is not in a brute-force CapEx arms race. They are optimizing existing
infrastructure (e.g., Baidu achieving 99.5% valid training time on heterogeneous clusters) and
protecting Free Cash Flow.

Part 3: Crowdedness Map Per Layer

Based on the frequency of mentions, strategic partnerships, and revenue growth rates in the corpus,
here is the institutional positioning map across the Chinese Al stack:

1. Optical & Networking (Zhongji, Eoptolink, Accelink): EXTREMELY CROWDED.

o Status: The consensus long. Eoptolink and Zhongji are printing triple-digit revenue growth.
Everyone owns this as the "safest" derivative play on global Al (selling to US hyperscalers).
Vulnerable to the margin compression tail-risk outlined above.

2. Domestic Al Silicon (Cambricon, Hygon, BlackSesame): MODERATELY CROWDED (Domestic
Only).

o Status: Heavily owned by Chinese state funds and domestic retail/mutual funds playing the
"localization" theme. Foreign capital remains underweight due to Entity List risks and valuation
premiums.

3. Foundry & Equipment (SMIC, HuaHong, AMEC, NAURA): NEUTRAL / RANGE-BOUND.

o Status: Investors are trading these as cyclical proxies rather than Al winners. The corpus shows
they are running at 100% capacity, but the market is correctly pricing in the looming depreciation
cliff.

4. Tier-1 Cloud/Hyperscalers (BABA, TENCENT, BIDU): UNDER-OWNED.

o Status: Global capital views these as ex-growth consumer tech or macro-proxies. The market is
completely ignoring their Al revenue (BABA reporting 10 consecutive quarters of triple-digit Al
growth; BIDU Al cloud at 26% of core revenue).

5. Tier-2 Cloud Infrastructure (Kingsoft Cloud): SHORT-SQUEEZED / IGNORED.

o Status: KC is emerging as a critical overflow valve for Al compute (Al revenue up 6.9x YoY), yet it
remains under-followed by mainstream analysts who still view it as a legacy, low-margin CDN
provider.

Part 4: Volatility Regime Call (6-Month VIX Direction)

Call: Structural upward pressure on localized China Tech Volatility (VXFXI / KWEB IV), while global
VIX remains suppressed by US CapEXx liquidity.
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Rationale: The corpus reveals a highly fragile equilibrium in China's tech sector. In the US, the $585B
CapEx floor acts as a massive volatility dampener—as long as Microsoft and Amazon are spending, the
semiconductor and networking supply chains have guaranteed earnings visibility.

In China, visibility is clouded by three factors explicitly cited in the transcripts:

1. Tariff Pull-Forwards: SMIC and HuaHong both admit that current 100% utilization rates are partially
driven by customers hoarding chips ahead of anticipated geopolitical trade barriers. This creates an
inevitable "air pocket" in demand in 3-6 months.

2. GPU Triage: Because Tencent and Baidu cannot simply buy their way out of compute constraints,
they are rationing. This means application development could hit a sudden wall, causing erratic
revenue prints for downstream software companies.

3. Margin vs. Volume Divergence: As seen in Accelink and SMIC, volume is at record highs, but
margins are cracking.

Trade Expression: Buy 6-month calendar straddles on FXI or KWEB. The market is pricing China tech as
a slow, macro-dependent grind, but the underlying infrastructure is stretched to a breaking point that will
force violent re-ratings (up or down) in the next two earnings cycles.

Part 5: FX/Macro Overlays Revealed by Corpus

A close reading of the transcripts reveals several macroeconomic realities that contradict official top-
down data:

1. The "Dual-Track" Economy is Real and Widening The corpus shows a violent divergence between
B2B Al spending and B2C consumer health.

o The Al Track: Kingsoft Cloud, Cambricon, and Zhongji are reporting 100% to 4,000% YoY growth
rates. Baidu notes that non-online marketing revenue (driven by Al Cloud) exceeded RMB 10 billion
for the first time.

e The Consumer Track: Tencent explicitly calls out "subdued consumption trends" impacting their
FinTech and commercial payment volumes. Baidu notes a 15% decline in online marketing revenue
due to "macroeconomic weakness."

e Macro Overlay: Short Chinese consumer discretionary (e.g., retail/e-commerce proxies) against Long
Chinese B2B Al infrastructure.

2. The "Tariff Hoarding" FX Dynamic Multiple equipment and foundry players (SMIC, HuaHong) noted
that customers are pulling forward orders. This requires massive upfront USD/EUR capital outlays by
Chinese firms to secure foreign equipment (like ASML tools) before potential new sanctions or tariffs hit.

e Macro Overlay: This front-loaded CapEx creates short-term downward pressure on the RMB as
domestic firms sell local currency to fund offshore equipment purchases. However, once the
"hoarding" phase ends (likely mid-2025 as fabs finish tooling), this structural capital outflow will halt,
potentially leading to a sharp, unexpected strengthening of the RMB in H2 2025.

3. The Deflationary Export of Chinese Al Hardware Because domestic consumer demand is weak,
Chinese Al hardware firms are aggressively looking outward. BlackSesame notes a "record number of
overseas design wins," and iFlytek is pushing consumer Al hardware into Europe.
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e Macro Overlay: China is preparing to export its Al hardware overcapacity (smart driving chips, optical
modules, Al edge devices) at highly competitive prices. This will export deflation to the global edge-Al
hardware market, threatening the margins of Western Tier-2 hardware suppliers.

SECTION 6: META

Here is the synthesized English report based on the provided earnings call corpus and cross-layer data.

Section 6: Meta + Watchlist + Counter-
consensus

1. 90-Day Watchlist (15+ Catalysts & Events)

Note: Dates are projected based on the Q1/Q2 2026 timeline established in the latest transcript corpus.

1. May 15, 2026 | Alibaba (BABA) | Q1'26 Earnings: Watch for the run-rate of the RMB 380B/3-year
CapEx plan. Thesis Impact: Determines if BABA is actually deploying ~$18B/year or if the
announcement was political posturing.

2. May 18, 2026 | Tencent (TENCENT) | Q1'26 Earnings: Watch for updates on GPU allocation
between internal Al and external cloud. Thesis Impact: If external cloud revenue growth accelerates, it
signals Tencent has finally secured enough GPU supply to satisfy internal ad/gaming needs and is
reopening the spigot to public cloud clients.

3. May 20, 2026 | Baidu (BIDU) | Kunlunxin Spin-off Filing: Watch for the official prospectus or
strategic investor list for the Kunlunxin Al chip spin-off. Thesis Impact: Validates the standalone
valuation of China's domestic Al silicon ecosystem and provides a pure-play domestic GPU
alternative to Cambricon.

4. May 25, 2026 | Kingsoft Cloud (KC) | Q1'26 Earnings: Watch for the revenue recognition of the
massive 512-node cluster delivered to Xiaomi. Thesis Impact: Will confirm if KC can maintain its
explosive ~95% YoY Al billing growth and sustain its newly found operating profitability.

5. May 28, 2026 | NVIDIA (NVDA) | Q1'27 Earnings: Watch for updates on the $8B H20 revenue loss
and any new China-specific export workarounds. Thesis Impact: Dictates the severity of the compute
bottleneck for Chinese hyperscalers relying on gray-market or downgraded US silicon.

6. June 5, 2026 | SMIC (SMIC) | Q1'26 Earnings: Watch for gross margin guidance against the
backdrop of $8.1B CapEx depreciation. Thesis Impact: High utilization (>95%) is masking severe
depreciation headwinds; a margin miss here signals the cost of localization is destroying shareholder
value.

7. June 10, 2026 | Hua Hong (HUAHONG) | Fab 5 Acquisition Close: Watch for the finalization of the
Shanghai 12-inch Fab 5 acquisition. Thesis Impact: Adds 40,000 wafers/month capacity but
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introduces immediate integration and depreciation costs, threatening their fragile 13% gross margin.

. June 15, 2026 | Baidu (BIDU) | Apollo Go Unit Economics: Watch for updates on Wuhan/global

Robotaxi profitability. Thesis Impact: Baidu claims breakeven in Wuhan; proving this scales to the 26
new global cities will determine if Apollo Go is a viable cash-generator or a cash-incinerator.

. June 20, 2026 | Alibaba (BABA) | T-Head External Adoption Metrics: Watch for updates on the

470,000 T-Head chips shipped. Thesis Impact: If the >60% external customer adoption rate holds,
BABA is successfully pivoting from a software cloud to a vertically integrated hardware/software Al
provider.

July 1, 2026 | Tencent (TENCENT) | Yuanbao WeChat Integration: Watch for the rollout of Yuanbao
Al agent capabilities natively within WeChat. Thesis Impact: Could trigger a massive leap in consumer
Al adoption in China, directly challenging Baidu's search dominance.

July 15, 2026 | Kingsoft Cloud (KC) | Customer Prepayment Ratios: Watch for the percentage of
CapEx funded by customer prepayments. Thesis Impact: KC expects 50% of CapEx to be covered
by clients; failure to secure this will result in severe liquidity drain and debt issuance.

July 20, 2026 | SMIC (SMIC) | Al Memory Crowding Out Effect: Watch for commentary on Al
memory demand squeezing mid-to-low-end supply. Thesis Impact: Confirms the counter-consensus
view that the Al boom is actively harming legacy semiconductor supply chains in China.

August 5, 2026 | Alibaba (BABA) | Quick Commerce Profitability: Watch for the promised FY29
profitability trajectory of the Quick Commerce unit. Thesis Impact: BABA is funding Al CapEx with
core e-commerce cash flow; if Quick Commerce bleeds cash, Al infrastructure spending may be
throttled.

August 10, 2026 | Hua Hong (HUAHONG) | Power Discrete Pricing: Watch for ASP adjustments in
the silicon-based power discrete market. Thesis Impact: Intense competition and the shift to SiC/GaN
are pressuring legacy silicon; failure to raise ASPs will crush Hua Hong's margin recovery.

August 15, 2026 | US Commerce Department | Export Control Updates: Watch for new Entity List
additions or restrictions on High-Bandwidth Memory (HBM) to China. Thesis Impact: A total HBM
embargo would cripple the efficiency of domestic chips like Kunlunxin and T-Head, widening the US-
China Al gap.

What the Corpus DOESN'T Tell Us (5 Questions + Data

Sources)

The earnings transcripts are highly curated. To build a complete mosaic of the Chinese Al infrastructure

landscape, we must look outside the corpus to answer these five critical questions:

1.

What is the true yield, interconnect bandwidth, and software ecosystem friction of domestic Al
chips (T-Head, Kunlunxin, Ascend)?

o Why it matters: Companies boast about "mass production" and "diverse chip mixes," but omit the
engineering nightmare of heterogeneous computing and CUDA-translation friction.

o Needed Data Sources: Developer sentiment scraping (GitHub, Gitee, CSDN), MLPerf benchmark
leaks, and hardware teardown reports (e.g., Techlnsights) to verify actual silicon capabilities.
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2. How is China circumventing the High-Bandwidth Memory (HBM) embargo, and at what cost
premium?
o Why it matters: HBM is mentioned in 100% of US memory calls but 0% of Chinese cloud calls.
Without HBM, LLM inference is economically unviable.

o Needed Data Sources: Korean export data anomalies (routing through third countries), gray
market pricing indices in Huagiangbei, and supply chain checks with SK Hynix/Samsung

distributors.

3. What is the actual breakdown of "Al Revenue" (Model Training vs. Inference vs. SaaS
Wrappers)?

o Why it matters: Triple-digit Al revenue growth is touted by BABA, BIDU, and KC. However, if this
revenue is just short-term training bursts rather than sticky, recurring inference API calls, the
growth will collapse.

o Needed Data Sources: APl usage tracking, enterprise IT budget surveys in China, and alternative
data on token consumption rates across major Chinese LLMs.

4. Are power and liquid cooling infrastructure bottlenecks throttling data center build-outs in
China as they are in the US?

o Why it matters: US hyperscalers constantly cite power constraints. Chinese clouds are silent on
this, likely because they haven't hit the power wall yet, or because state-owned grids operate
differently.

o Needed Data Sources: Local municipal grid capacity reports, real estate permitting data for data
centers in Tier-1 cities, and order books of domestic liquid cooling suppliers (e.g., Invicool,
Sugon).

5. What is the true Customer Acquisition Cost (CAC) and cash burn for consumer-facing Al

agents (Yuanbao, ERNIE Bot)?

o Why it matters: Baidu and Tencent are making their flagship models free to gain market share. The
compute cost of free inference at scale is staggering.

o Needed Data Sources: App store marketing spend data (SensorTower, Data.ai), deep-dive
forensic accounting of SG&A expenses, and user retention metrics.

3. Three Counter-Consensus Findings

Finding 1: China's Al bottleneck isn't just US chip sanctions; it is the deliberate
rationing of GPUs by tech giants prioritizing internal ad/gaming monetization
over public cloud growth.

Consensus: Chinese cloud providers are losing market share because they can't buy enough Nvidia
chips to rent out to enterprise customers. Counter-consensus: Companies like Tencent actually have
GPUs, but they are actively refusing to rent them out. The ROI on using a GPU internally to optimize a
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targeted ad or a gaming algorithm is vastly superior to the margin earned by renting that same GPU to a
cloud customer.

* Quote 1 (Tencent, 2025-03-19): "Increased allocation of GPUs for internal use cases initially for
ad tech and foundation model training and more recently on Al inference for Yuanbao and
Weixin has limited our provision of GPUs to external clients and thus constrained our cloud
services revenue growth."

* Quote 2 (Tencent, 2026-03-18): "continued to face revenue headwinds due to limited availability
of GPU for external customers as we prioritize our internal needs"

Finding 2: Custom Silicon (ASICs) is scaling much faster in China than the
market realizes, acting as a viable, mass-produced stopgap for Nvidia bans.

Consensus: China's domestic Al chip industry is years behind, plagued by low yields, and cannot
support hyperscale Al infrastructure. Counter-consensus: While they may lack the peak performance of a
Blackwell GPU, Chinese hyperscalers have successfully achieved scaled mass production of proprietary
ASICs. They are actively deploying these chips to external customers, proving that domestic silicon is no
longer just an internal R&D science project.

* Quote 1 (Alibaba, 2026-03-19): "T-Head's proprietary GPU chips have achieved scaled mass
production. As of February 2026, T-Head had cumulatively shipped 470,000 Al chips. In real-
world business deployments through Alibaba Cloud, more than 60% of the T-Head ships serve
external customers..."

* Quote 2 (Baidu, 2026-02-26): "This quarter, we announced the proposed spin-off and separate
listing of Kunlunxin. After more than a decade of steadfast investment in self-developed Al
chips, we are proud to see the market increasingly recognize their value and proven
performance."

Finding 3: The Al boom is actively cannibalizing and squeezing legacy
semiconductor supply in China, rather than lifting all boats.

Consensus: The Al supercycle is a rising tide that lifts the entire semiconductor manufacturing
ecosystem, including legacy foundries. Counter-consensus: The massive capital and capacity
requirements for Al memory and advanced packaging are crowding out mid-to-low-end consumer
electronics. Foundries are suffering from severe depreciation costs from rapid expansion, while legacy
power discrete markets face oversupply and price wars.

* Quote 1 (SMIC, 2026-02-10): "The robust demand for memory chips driven by Al has squeezed
the supply for other application sectors, such as mobile phones, particularly in the mid to low
end markets."

e Quote 2 (Hua Hong, 2025-11-06): "Increased competition and capacity in the power discrete
market... Technological shift to compound semiconductors (SiC, GaN) impacting silicon-based
power discrete products. Aggressive price cutting by silicon carbide competitors."
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4. Single Most Important Monitoring Metric

Metric: Cloud Al Revenue as a Percentage of Total Public Cloud Revenue (and its sequential

growth rate).

Why it matters: In the US, hyperscalers are spending $100B+ annually, leading to fears of an "Al bubble"
if CapEx doesn't translate to revenue. In China, where CapEx is constrained by sanctions and capital
preservation, tracking the efficiency of Al monetization is paramount. Kingsoft Cloud (KC) is the gold
standard here, explicitly disclosing that Al revenue surged to 49% of public cloud services by Q4 2025.
Baidu notes Al cloud is 26% of core revenue. Alibaba notes Al is >20% of external cloud revenue. If a
company's CapEx is rising but this percentage stalls, it indicates they are building infrastructure that
enterprises either cannot afford or do not want. This metric proves whether the transition from traditional
CPU-based cloud to GPU-based Al cloud is actually occurring.

5. Disclosure Asymmetry Score

Score: 8.5/ 10 (Very High Asymmetry)

The gap in transparency between US and Chinese Al infrastructure players is staggering, making apples-
to-apples modeling nearly impossible.

« Example 1: CapEx Precision vs. Vague Commitments.

o US: Amazon explicitly guides to "$200 billion in capital expenditures" (2026-02-05). Microsoft and
Meta provide exact quarterly dollar figures and forward-year ranges.
o China: Tencent vaguely guides CapEx to account for a "low teens percentage of our revenue."

Alibaba announces a massive "RMB 380 billion over the next 3 years" but provides little clarity on
the quarterly cadence or the split between data centers, servers, and silicon.

+ Example 2: The "Voldemort" of Components (HBM & Sanctions).

o US/Global: Micron, SK Hynix, and Applied Materials mention High-Bandwidth Memory (HBM) in
100% of their calls. Nvidia explicitly details the $8B revenue hit from China export controls.

o China: Across 42 transcripts from Chinese cloud providers, HBM is mentioned exactly zero
times. Export controls and US sanctions are almost entirely ignored by BABA, BIDU, and
TENCENT, euphemistically referred to only as "supply chain uncertainties" or the need for a
"diverse mix of chips."

+ Example 3: Custom Silicon Metrics.

o US: Amazon states Trainium2 has "nearly 500,000 chips" deployed and a "$10 billion annual
revenue run rate."

o China: While Alibaba recently disclosed 470,000 T-Head chips shipped, Baidu and Tencent
provide zero quantitative metrics on the deployment scale, cost-savings, or revenue generation of
Kunlunxin or their internal ASICs.
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6. Final Call: Bias, Sizing, and Top Holdings

The Macro View

The US-China Al infrastructure gap is widening at the foundational layer. US Big-5 hyperscalers are on
track to spend ~$585B in 2026 CapEx, compared to China's ~$25-30B. However, Chinese tech giants
are executing a highly disciplined, capital-efficient playbook. Because they cannot buy unlimited Nvidia
Blackwell racks, they are forced to optimize software, aggressively deploy custom ASICs (T-Head,
Kunlunxin), and ruthlessly prioritize internal monetization (ads/gaming) over unprofitable public cloud
market share.

Net Bias: Net Long, but highly selective. This is a stock-picker's market. You cannot buy a broad
China tech ETF because the legacy semiconductor foundries and search-dependent businesses are
value traps. Sizing: 120% Gross Exposure / 40% Net Long (80% Long / 40% Short).

Best 3 Holdings (Longs)
1. Alibaba (BABA)

o Thesis: BABA is the only Chinese hyperscaler committing to US-style infrastructure dominance
(RMB 380B / 3-year CapEx plan). Their T-Head custom GPU is a massive counter-consensus
success, with 470,000 units shipped and >60% external adoption. They are successfully pivoting
from a software-retailer to a vertically integrated Al hardware/cloud provider. Furthermore, their
Quick Commerce unit is rapidly optimizing unit economics, freeing up cash flow to fund the Al
war.

2. Kingsoft Cloud (KC)

o Thesis: KC is the purest-play proxy for Chinese Al infrastructure growth. They have successfully
transitioned their revenue mix, with Al now accounting for an industry-leading 49% of public
cloud revenue. They have achieved operating profitability, and their deep, symbiotic relationship
with the Xiaomi/Kingsoft ecosystem provides a guaranteed, massive pipeline of demand (RMB
11.3B approved for 2025-2027) that insulates them from broader macro weakness.

3. Tencent (TCEHY)

o Thesis: Tencent is the ultimate Al monetization engine. Rather than fighting a margin-crushing war
in the public cloud, they are hoarding GPUs to optimize their own advertising algorithms and
gaming engagement. This strategy is yielding immediate, high-margin cash flow. Their disciplined
CapEx approach and massive shareholder return program (HKD 80B buybacks, 32% dividend
hike) make them the safest, highest-quality compounder in the space.

Best 3 Hedges (Shorts / Underweights)

1. SMIC (SMIC)

o Thesis: SMIC is a classic value trap. While utilization is high (>95%), it is driven by low-margin
localization demand and inventory pull-ins. The company is facing a massive depreciation cliff
from its $8.1B 2025 CapEx spend, which will severely compress gross margins. Furthermore, they
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are structurally locked out of the high-margin, leading-edge Al chip manufacturing market due to
EUV sanctions, leaving them to fight brutal price wars in mature nodes.

2. Baidu (BIDU)

o Thesis: Baidu is facing an existential crisis. While their Al Cloud is growing, their core cash cow—
online marketing/search—is shrinking. The transition to Al-generated search results (now on 70%
of pages) is cannibalizing traditional ad clicks, and they have admitted to prioritizing "user
experience over monetization." Apollo Go (Robotaxis) remains a capital-intensive science project
that will not move the needle on enterprise valuation in the near term.

3. Hua Hong Semiconductor (HUAHONG)

o Thesis: Hua Hong is highly exposed to the legacy silicon power discrete market, which is currently
suffering from severe oversupply and aggressive price-cutting from next-generation SiC/GaN
competitors. Their acquisition of Fab 5 and the ramp-up of Fab 9 will introduce significant
depreciation headwinds. They offer virtually zero direct exposure to the Al supercycle, making
them a prime short candidate against the Al-driven longs.

Part 2 — Source Corpus Analysis

The underlying analytical report from which the thesis is derived. Cross-layer keyword matrices, sector
verbatim quotes, HBM cross-Pacific timeline (2016-2026), and A-share disclosure-event signal map.

China Al Infrastructure: Earnings Call Deep
Read

Source: company IR pages / SEC EDGAR / HKEXx - accessed via standard research platforms, 2024-06-
01+ (last ~22 months). 6 companies, ~42 calls.

Each excerpt is verbatim from the cited call. Bold added for emphasis.

1. GPU supply & Al infrastructure spend

Most direct evidence of the GPU shortage and how each company is rationing.

Tencent (TENCENT)

» [2026-03-18] Although we're not the first mover in large language models, having already revamped
our team, improved our data quality and rebuilt our Al infrastructure for pretraining and reinforcement
learning. We're now iterating more intelligent models at a faster pace. HunYuan 3.0 is in internal
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testing and currently represents a bigger step-up in capabilities versus HunYuan 2.0 than 2.0 versus
1.0.

[2026-03-18] In this transformational period, we are breaking out our investment in new Al products
because we view these strategic investment conceptually similar to investment in affiliates or to
CapEx. These are upfront investments required to build the necessary foundation to unlock new
value as opposed to ongoing operating expenses. As such, we believe the impact of these
investments should be viewed separately for the profits generated by our existing businesses.

[2025-11-13] R&D expenses rose by 28% year-on-year to RMB 22.8 billion, primarily due to higher
staff costs and increased infrastructure investment to support our Al initiatives. G&A, excluding R&D
expenses increased by 2% year-on-year to RMB 11.4 billion. At quarter end, we had approximately
115,000 employees, up 6% year-on-year or 3% Q-on-Q, primarily reflecting headcount conditions for
both games and our technology platform, including Al-related accounts.

[2025-11-13] Operating CapEx was RMB 12 billion, down 18% year-on-year, primarily due to supply
changes. Non-operating CapEx was RMB 1 billion, down 59% year-on-year, reflecting higher base
last year related to construction in progress. Free cash flow was RMB 58.5 billion, largely stable year-
on-year as operating cash flow growth was offset by higher CapEx payments.

[2025-08-13] Operating CapEx was RMB 17.9 billion, up 149% year-on-year, driven by increased
investments in GPUs and servers to ramp up our Al capabilities. Nonoperating CapEx was RMB 1.2
billion, down 20% year-on-year. Our total CapEx was RMB 19.1 billion, up 119% year-on-year.

[2025-08-13] Nonoperating CapEx was RMB 1.2 billion, down 20% year-on-year. Our total CapEx
was RMB 19.1 billion, up 119% year-on-year. Free cash flow was RMB 43 billion, up 7% year-on-
year, driven by growth in games, gross receipts.

[2025-05-14] As we have highlighted in the prior quarter earnings call, we are stepping up
investments in Al in the form of capital expenditures as well as operating expenses. Some of these
GPU and Al investments already generate revenue for us, such as improved ad targeting, which
boosts ad revenue; improved content recommendation, which boosts user time spent and thus ad
revenue; usage of Al within evergreen games, which boosts user engagement and thus game
revenue; and deployment of GPUs and Al across our computing infrastructure, APIls and platform
solutions, which generates cloud revenue. For our other

[2025-05-14] Some of these GPU and Al investments already generate revenue for us, such as
improved ad targeting, which boosts ad revenue; improved content recommendation, which boosts
user time spent and thus ad revenue; usage of Al within evergreen games, which boosts user
engagement and thus game revenue; and deployment of GPUs and Al across our computing
infrastructure, APIs and platform solutions, which generates cloud revenue. For our other GPU and Al
investments, which are more long cycle in nature, there's a natural time lag between making the
investments and those investments starting to generate

[2025-03-19] Matching our stepped-up execution momentum and decision-making velocity, we
increased annual CapEx more than threefold to USD 10.7 billion in 2024, equivalent to approximately
12% of our revenue with a notable uplift in fourth quarter of the year as we bought more GPUs for
both inference needs as well as for our cloud services. We intend to further increase our capital
expenditures in 2025 and expect our CapEx to account for low teens percentage of our revenue. In
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terms of R&D, we will continue to invest in our own models and to accelerate the development of Al
applications of each of our busi

[2025-03-19] We intend to further increase our capital expenditures in 2025 and expect our CapEx to
account for low teens percentage of our revenue. In terms of R&D, we will continue to invest in our
own models and to accelerate the development of Al applications of each of our business groups.
We are also investing in marketing to build user awareness and promote the adoption of new Al
products such as Yuanbao.

[2024-11-13] Operating CapEx was RMB 14.7 billion, up 122% year-on-year driven by investment in
GPU service. Nonoperating CapEx was RMB 2.4 billion, up 74% year-on-year driven by CIP. As a
result, new CapEx was RMB 17.1 billion, up 114% year-on-year.

[2024-11-13] Nonoperating CapEx was RMB 2.4 billion, up 74% year-on-year driven by CIP. As a
result, new CapEx was RMB 17.1 billion, up 114% year-on-year. Free cash flow was RMB 58.5 billion,
up 14% year-on-year primarily due to higher gross receipts from games.

Alibaba (BABA)

[2026-03-19] With the dawn of the Al agent era, the addressable market for Al infrastructure
providers like Alibaba is set to grow exponentially. Al models and our capabilities are rapidly being
embedded into mainstream work environments across all industries with token consumption surging
across sectors. Cloud and software budgets for enterprise IT services have traditionally represented
only around 5% of corporate revenue as model-driven agents begin to handle mainstream work tasks
across industries, our total addressable market will expand by several multiples.

[2026-03-19] From Al infrastructure to the application layer, Alibaba has built a complete full stack Al
capability set to support the exponential growth in Al demand. Faced with an industry transformation
and strategic opportunity of this magnitude, Alibaba Group is itself entering a new phase of
entrepreneurial reinvention and critical investment oriented toward the future. Next, let me share
Alibaba's Al strategic road map.

[2025-11-25] This quarter, we continued to strengthen our full stack Al capabilities, spanning high-
performance Al infrastructure, foundation models and Al development frameworks. Our flagship
model, Qwen3-Max ranks among the global leaders in benchmarks for real-world coding tasks, agent
tool use capabilities and other specialized valuations. Our full stack Al capabilities are now a defining
competitive advantage.

[2025-11-25] We will continue to invest in customer growth and technology innovation to increase
adoption of Al infrastructure cloud and strengthen our market leadership. All other segment revenue
was a decrease by 25% and mainly due to the disposal of Sun Art and Intime businesses. All other
adjusted EBITA was a loss of RMB 3.4 billion, primarily due to the increased investment in technology
businesses, partly offset by the improving operating results of other businesses.

[2025-08-29] In line with this, in February, we announced an investment of RMB 380 billion over the
next 3 years to build our cloud and Al infrastructure. In July, we announced plans to invest RMB 50
billion in consumption. The transformative impact of Al on all industries, combined with a deep
integration of Al and cloud will present the most significant opportunity in the technology sector over
the next decade.
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* [2025-08-29] For Alibaba, we have the world's fourth largest in Asia's leading cloud infrastructure
along with full stack technology capabilities spanning Al computing power, Al cloud platforms, Al
models and open source ecosystem and Al applications. This quarter, our CapEx investment in Al
and cloud infrastructure reached RMB 38.6 billion. Over the past 4 quarters, we have cumulatively
invested over RMB 100 billion in Al infrastructure and Al product R&D.

» [2025-05-15] We're seizing the historic opportunity presented by Al and stepping up our investments
in Al infrastructure and advanced technologies to further strengthen Alibaba's global leadership in
technology. These capabilities will also be translated into sustained drivers of business growth.
Driven by robust and growing Al demand, Alibaba Cloud's revenue growth accelerated to 18% this
quarter with revenue excluding Alibaba consolidated subsidiaries increasing 17% year-over-year.

* [2025-05-15] Our confidence and commitment to investing in cloud and Al infrastructure remains
unchanged, and we are actively exploring diversified solutions to meet rising customer demand. We
continue to advance foundational research and innovation in large models, pushing the boundaries of
model capabilities while remaining firmly committed to open source. In April, we released our next-
generation Qwen3 model as open source, ranking amongst the top performers globally on multiple
authoritative benchmarks.

» [2025-02-20] We will aggressively invest in Al infrastructure. Our planned investment in cloud and Al
infrastructure over the next 3 years is set to exceed what we have spent over the past decade.
Second, Al foundation models and Al native applications.

* [2025-02-20] Our planned investment in cloud and Al infrastructure over the next 3 years is set to
exceed what we have spent over the past decade. Second, Al foundation models and Al native
applications. Al foundation models are pivotal to transforming industry productivity.

» [2024-11-15] As a leading cloud service provider for Al in China, we will continue to invest in
advanced technology and Al infrastructure while optimizing operational efficiency. This will enable us
to deliver more reliable and cost-effective Al technologies and products across industries. We believe
that as Al penetration grows, Alibaba Cloud's cloud computing and Al-related products will become
the foundational infrastructure that supports development across industries.

e [2024-11-15] Given the sustained and strong demand for Al, we will continue to invest in Al
infrastructure as we anticipate future demand for Al-driven cloud services. Now let's look at the
segment results, starting with Taobao and Tmall Group. Revenue for Taobao and Tmall was RMB 99
billion, an increase of 1%.

Baidu (BIDU)

« [2026-02-26] Looking ahead, we see significant opportunities for both Baidu and Kunlunxin as Al
infrastructure demand continues to accelerate. Next, | will turn to our Al cloud infrastructure. Our
infrastructure is among the most advanced in China, powered by a diverse mix of domestic and
international high-performance computing resources.

» [2026-02-26] Under the foundation of this architecture is our industry-leading Al infrastructure, which
achieves an excellent balance across performance, efficiency and cost. Our Al infra is powered by a
diverse mix of chips. We have built deep expertise in heterogeneous computing and unified
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scheduling, which enables us to efficiently manage computing resources from different chip vendors
and achieve industry-leading performance and efficiency.

[2025-11-18] At the infrastructure layer, our Al infrastructure is among the most advanced in China
powered by a diverse mix of domestic and international high-performance computing resources,
including our own self-developed Al computing architecture. Through continuous technical
innovation, we drive performance and efficiency improvements while consistently reducing inference
costs. Additionally, our industry-leading resource management capabilities significantly boost
utilization and scalability.

[2025-11-18] These advantages make our Al infrastructure reliable, scalable and highly cost effective
for enterprise clients. And the model layer, we feature our self-developed early foundation model,
which continues to iterate rapidly. At the recent Baidu World 2025, we unveiled ERNIE 5.0, our first
native omni-model, foundation model with exceptional performance in omni-model understanding,
creative writing and instruction following.

[2025-08-20] Through ongoing end-to-end optimization across our 4-layer Al architecture, combined
with increasingly refined and efficient GPU resource management capabilities, our large-scale key
clusters have achieved over 90% utilization rates recently for key tasks. Our enhanced capabilities
allow us to deliver better performance at lower cost and provide more competitive pricing for
enterprise customers, establishing a virtuous circle, where our growing customer base and diversified
workloads further improve resource utilization, reinforcing our sustainable revenue model. In Q2, our
customer portfolio

[2025-08-20] The growth was driven by strong momentum in subscription-based Al infrastructure,
which grew over 50% year-over-year. We are seeing a good traction with both top-tier and mid-tier
customers. Our mid-tier customers, in particular, delivered notable revenue growth as they continue
expanding with this, reflecting our broadening customer base.

[2025-05-21] Customers are increasingly choosing Baidu Al Cloud for our recognized leadership in Al
infrastructure and our enhanced MaaS platform, Qianfan, which consistently lowers inference costs
and improves tool chain efficiency. In terms of the revenue breakdown, Baidu Al Cloud primarily
consists of two parts: personal cloud and enterprise cloud. And enterprise cloud contributes to the
vast majority of Al cloud revenue, which has consistently outgrown overall Al cloud.

[2025-05-21] Also, our Al infrastructure is both scalable and highly efficient, enabling strong GPU
utilization to support both training and inference with high cost performance. In parallel, we have the
flexibility to select from a range of chip solutions based on different business scenarios, especially for
inference. So looking forward, we believe that in overtime, domestically developed self-sufficient
chips, along with increasingly efficient homegrown software stack will jointly from a strong foundation
for long-term innovation in China's Al ecosystem.

[2025-02-18] This quarter, we doubled the scale of our unified GPU cluster, yet still achieved a 99%
valid training time. A remarkable achievement enabled by our faster and more advanced network
architecture. Our network has proven the capability to enable GPUs across different geographical
locations to work together seamlessly with minimized performance loss, and automatically resolve
the frequent network issues inherent in large-scale computing with almost unperceivable impact to
our clients, demonstrating our ability to deliver peak performance at a massive scale.
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[2025-02-18] This reflects the strengthening competitiveness of our Al infrastructure and marks a
healthy evolution and diversification of our customer portfolio. For our Mobile Ecosystem, our current
priority is to further enhance the user experience and refine our product features. We will explore
monetization opportunities after our GenAl-enabled search product features and framework become
sufficiently refined.

[2024-11-21] The efficiency gains were driven by the optimization of our self-developed 4-layer Al
infrastructure and we expect such improvements to further reduce model inference costs going
forward. We have also expanded our light weight model offerings with the introduction of Speed Pro
and Lite Pro in the third quarter as enhanced versions of their predecessors Speed Pro and Lite Pro
feature lower latency, higher throughput, improved stability and superior accuracy. Over the past 24
months, we have focused on resolving LLM hallucinations through RAG, retrieval-augmented
generation.

[2024-11-21] Our strong technological advantages in Al infrastructure served as a key enabler for this
momentum. During the quarter, we advanced our Al infrastructure management across our GPU
cluster that is composed of tens of thousands of GPUs, achieving 99.5% valid LLM training time.
Also, we further improved our capabilities in combining GPUs from different vendors for training and
hosting models by minimizing throughput loss to within 5%.

Kingsoft Cloud (KC)

[2026-03-25] Al is evolving with unstoppable momentum linking across models, agents, computing
power through industrial applications, reshaping every sector. As a tightly integrated component of
the Al 5-layer take, cloud computing is now meeting an unprecedented surge in demand for
intelligent computing. This year, we stayed committed to our high-quality and sustainable
development strategy, embracing the opportunities in Al era, strengthening our capability through
solid execution.

[2026-03-25] We also secured a major fintech customer using our token-based inference service who
speak highly of our stable model and computing power services. On supply chain front, despite
market uncertainties, our well-established and resilient supply chain built through years of experience
allowed us to plan ahead strategically and stock key components dynamically to ensure sustainable
business growth. Now in terms of enterprise cloud, revenue reached RMB 859 million this quarter, a
significant quarter-over-quarter increase of 18%.

[2025-11-19] From training clusters to native technologies, our computing power services, model API
services, storage services and data services have all been upgraded. Third, the Xiaomi and Kingsoft
ecosystem continued to offer solid foundation. This quarter, revenue from the Xiaomi and Kingsoft
ecosystem reached RMB 691 million, increasing by increasing by 84% year-over-year, and its
proportion in the total revenue further rose to 28%.

[2025-11-19] In enterprise cloud space, in order to meet the demand for private deployment
scenarios, we have built a computing power scheduling platform, a lightweight mass platform and a
generative artificial intelligence knowledge base, and we have closely collaborated with WPS Al to
build a trusted intelligent product architecture for public services use cases. Meanwhile, through the
organizational development of the dual R&D centers in Beijing and Wuhan, we attract talents from
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various regions, build a talent pipeline and maintain sustained investment intensity in the intelligent
computing field. As o

[2025-08-20] In terms of intelligent computing cloud, the solid demand for training computing power
services and the gradually growing demand for inference computing power services have laid a solid
foundation for the sustained development of intelligent computing cloud. On one hand, the
implementation and application of Al across various industries have begun to emerge. Customers
such as large language model companies, Internet audio/video services, real-time communications,
online travel agencies and gaming have added incremental demand for Al inference.

[2025-08-20] This quarter, our capital expenditures, including those financed by third party reached
RMB 1,135 million and right of use assets obtained in exchange for finance lease liabilities were RMB
1,665.8 million. Looking ahead, Al technology has created a wealth of opportunities for cloud
computing, not only the computing demand brought by modern training and inferencing, we also
help enterprise to adopt Al capabilities into their complex business scenario. Our company as the
enabler of Al provides cutting-edge technology and compute resources to all kinds of customers,
help them to leverage sophist

[2025-05-28] In addition, through flexible capital cooperation models, we ensured sufficient
underlying computing power supply to support the rapid growth of our Al business. In enterprise
cloud space, revenue reached RMB 616 million this quarter, representing a year-over-year increase of
5%. Affected by seasonal slowdown in project delivery and acceptance process, enterprise cloud
revenue declined quarter-over-quarter.

[2025-05-28] This quarter, our capital expenditure reached RMB 605 million. Revenues from
enterprise cloud services reached RMB 616.5 million, up 5% from RMB 588.2 million in the same
quarter last year, primarily driven by increased demand in industry solutions. However, we have
witnessed a 25% sequential decrease of enterprise cloud revenues, which was mainly due to the
seasonality impact.

[2025-03-19] In the era of Al cloud computing, with in-depth industry insights, advanced R&D
investments, and substantial computing power, we have been highly praised in terms of customer
service, technology capabilities, and quality assurance by our customers and industry experts.
Moreover, our competitive strengths have gained recognition by top tier in the industry. In this wave
of intelligent computing cloud, the company's market share and industry reputation have significantly
improved, securing a top position in the industry.

[2025-03-19] Depreciation and amortization costs increased from RMB 146.9 million in the same
period last year to RMB 343.1 million this quarter, mainly due to the depreciation of newly acquired
GPU servers. Solution development and service costs rose by 10.8% year-over-year from RMB 502.9
million to RMB 557 million, driven by expansion in Camelot personnel to support revenue growth.
Fulfilment costs and other costs were RMB 102.4 million and RMB 82.2 million this quarter,
respectively.

[2024-11-19] We have built a substantial computing power resource pool, leading the industry in
large-scale supercomputing network capabilities capable of supporting the networking topology of
supercomputing clusters at the scale of 10,000 nodes. This computing resource pool enables us to

41/65



Al Infrastructure Investment Thesis

simultaneously deliver the integration and commissioning of supercomputing clusters, while offering
the full range of public cloud products. Moving on to enterprise cloud services.

e [2024-11-19] Depreciation and amortization costs increased from RMB 200.4 million in the same
period of last year to RMB 297.5 million this quarter, mainly due to the depreciation of newly acquired
GPU servers, solution development and service costs rose by 70.3% year-over-year from RMB 425.3
million to RMB 499 million, driven by expansion in Camelot personnel to support revenue growth.
Fulfilment costs and other costs were RMB 59.5 million and RMB 52.3 million this quarter
respectively. Our adjusted gross profit for the quarter was RMB 307.6 million, a 56.7% increase year-
over-year with an adjusted gross

2. Domestic Al chips (Bt 5 / EIFEE&1X)

Alibaba (BABA)

» [2026-03-19] T-Head's proprietary GPU chips have achieved scaled mass production. As of February
2026, T-Head had cumulatively shipped 470,000 Al chips. In real-world business deployments
through Alibaba Cloud, more than 60% of the T-Head ships serve external customers, and we've
completed scaled adoption for external customer Al workloads.

* [2026-03-19] As of February 2026, T-Head had cumulatively shipped 470,000 Al chips. In real-world
business deployments through Alibaba Cloud, more than 60% of the T-Head ships serve external
customers, and we've completed scaled adoption for external customer Al workloads. T-Head now
supports the Al workloads of over 400 enterprise customers across industries, including Internet
financial services and autonomous driving.

* [2025-02-20] as well as domestic chips? And in the event of further export restriction from the U.S.,
how should we think about any contingent plan in order to continue with the investment? Yongming
Wau [Interpreted] Well, thank you for those questions.

Baidu (BIDU)

* [2026-02-26] This quarter, we announced the proposed spin-off and separate listing of Kunlunxin.
After more than a decade of steadfast investment in self-developed Al chips, we are proud to see the
market increasingly recognize their value and proven performance. This milestone validates our long-
term strategic vision and unlocks new opportunities for value creation.

« [2026-02-26] Looking ahead, we see significant opportunities for both Baidu and Kunlunxin as Al
infrastructure demand continues to accelerate. Next, | will turn to our Al cloud infrastructure. Our
infrastructure is among the most advanced in China, powered by a diverse mix of domestic and
international high-performance computing resources.

« [2025-08-20] On your question about chips, our focus remains on building a flexible Al architecture
that maximize GPU utilization and supports a variety of chips, including domestic chips. This enables
us to better serve customers as the supply environment evolves. Looking ahead, we believe that a
self-sufficient supply chain, together with increasingly major homegrown software stacks will form a
solid foundation for sustainable innovation in China's Al ecosystem.
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» [2025-08-20] Looking ahead, we believe that a self-sufficient supply chain, together with increasingly
major homegrown software stacks will form a solid foundation for sustainable innovation in China's Al
ecosystem. And clearly, Baidu is well positioned to lead the transition. Thank you.

« [2025-05-21] So looking forward, we believe that in overtime, domestically developed self-sufficient
chips, along with increasingly efficient homegrown software stack will jointly from a strong foundation
for long-term innovation in China's Al ecosystem. Operator The next question comes from Alex Yao
with JPMorgan. Alex C.

Tencent (TENCENT)

» [2026-03-18] So we're seeing a growing humber of your tech peers are prioritizing the development
of in-house chip design capabilities. So I'm just curious where in-house chip development fits into
Tencent's own Al priorities? Chi Ping Lau Thanks for your question.

e [2026-03-18] So I'm just curious where in-house chip development fits into Tencent's own Al
priorities? Chi Ping Lau Thanks for your question. | think at this point of time, it's not the most critical
thing that we'll be focused on.

Kingsoft Cloud (KC)

» [2025-08-20] So also, we have been in close business cooperation with suppliers for domestic chips
in China, starting from one firm to many firms. And actually, a few of them, we have a very deep
collaboration with. So in summary, although there have been back and forth in terms of supply chain
uncertainty, however, there is no material impact to our capability to supply and satisfy demand of
our customers.

» [2025-08-20] And combining the strategy that | talked about, so far, our capacity and all the channels
that we have built, both for domestic chips and also for overseas chips are sufficient to supply
demand. So that is the situation right now in the short term. However, | do think that in the longer
term, if there's going to be, for example, like a killer app GenAl application where the inference
demand for our customers experienced explosive growth and then the demand from the industry
surge significantly, we do think that there's a chance that in the future, the supply would not be able
to meet this dema

3. Al revenue disclosure (% of cloud / RMB amounts)

Alibaba (BABA)

» [2026-03-19] We delivered our tenth consecutive quarter of triple-digit growth in Al revenue. Its share
of external cloud revenue continues to increase. This is a clear reflection of the scale and acceleration
in our Al business.

» [2025-08-29] During the quarter, Al-related revenue accounted for over 20% of revenue from external
customers as Al demand continued to grow rapidly. We're also seeing Al applications driving great
growth momentum of traditional products, including compute and storage. SAP and Alibaba entered
a strategic partnership focused on cloud and Al.
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» [2025-08-29] Al revenue continued its triple-digit growth as Al demand continues to grow rapidly, we
are also seeing increasing demand of compute, storage and other public cloud services to support Al
adoption. The adjusted EBITA margin remained relatively stable year-over-year at 8.8%. We will
continue to invest in customer growth and the technological innovation, including Al products and
services to increase cloud adoption for Al and maintain our market leadership.

« [2025-02-20] Ronald Keung So further on the Al questions, we've seen the Al revenue at triple-digit
growth, as you mentioned for 6 quarters now. So how should we quantify the size of that? Are we
reaching kind of more substantial kind of double-digit mark here for Al?

e [2025-02-20] Our Al-related revenues achieved over 100% growth, 3-digit growth for the sixth
consecutive quarter. And customer demand for Al and related products continues to grow. In fact,
that growth is turning out to be much higher than our original expectation.

e [2024-11-15] We will continue to invest in anticipation of customer growth and in technology,
particularly in Al-related cloud infrastructure to capture increasing trend of cloud adoption for Al and
maintain our market leadership. Revenue from AIDC grew 29% this quarter. The strong performance
continued to be driven by growth of cross-border businesses, in particular, AliExpress Choice
business.

e [2024-11-15] Is the Al revenue mostly coming from model training or inferencing? Because in the
U.S. and also in addition, in the U.S., people are talking about Al agents and automation of workflow,
and how do you see that developing in China over time?

» [2024-08-15] Given that we are expecting the external cloud revenue back to double-digit growth in
the second half of fiscal year and accelerate going forward, | just want to get some color with regard
to our Al revenue contribution. What's the goal that we are looking for in the long run coming from
Al? Hong Xu Okay.

» [2024-08-15] In terms of the breakdown of that Al product revenue -- in terms of the revenue, pardon
me, probably most of that growth will be driven by Al products. If you look at the industry as a whole,
demand for CPU-based traditional cloud computing is relatively limited, where most of the growth is
now focused on GPU-based Al product development. So | would say something like more than half
of that expected growth will be driven by Al products.

Baidu (BIDU)

« [2026-02-26] We noticed that Baidu Al Cloud revenue delivered strong growth for the full year 2025.
Can you elaborate and help us understand the key growth driver behind the robust revenue growth
number? And how should we think about the Al cloud revenue growth outlook in 20267

* [2026-02-26] And how should we think about the Al cloud revenue growth outlook in 2026? Dou
Shen Thank you, Alex. This is Dou.

« [2025-11-18] In Q3, Baidu Core reported total revenue of RMB 24.7 billion, Al Cloud revenue reached
RMB 6.2 billion, increasing 21% year-over-year sustaining value growth momentum. Apollo Go's
growth accelerated sharply. We delivered over 3 million fully driverless operational rides in QS,
representing 212% year-over-year growth, up from 148% last quarter.
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* [2025-11-18] Driven by the boost of Al Cloud business within Baidu Core's non-online marketing
revenue, Al Cloud revenue was RMB 6.2 billion, increased by 21% year-over-year. Revenue from
iQlYl was RMB 6.7 billion, decreasing 8% year-over-year. Cost of revenues was RMB 18.3 billion,
increasing 12% year-over-year, primarily due to an increase in costs related to Al Cloud business and
content costs.

* [2025-08-20] Al cloud revenue reached RMB 6.5 billion in Q2, up 27% year-over-year, with non-
GAAP operating profit achieving year-over-year growth. The growth was primarily driven by the
growing demand for our highly cost-effective end-to-end Al products and solutions. Within the
enterprise cloud, which contributes the vast majority of Al cloud revenue, subscription-based revenue
grew at a solid pace, signaling a healthier and more sustainable revenue structure.

* [2025-08-20] Within the enterprise cloud, which contributes the vast majority of Al cloud revenue,
subscription-based revenue grew at a solid pace, signaling a healthier and more sustainable revenue
structure. On the infrastructure layer, we continuously enhanced our resource management
capabilities, achieving higher and higher infrastructure utilization. Through ongoing end-to-end
optimization across our 4-layer Al architecture, combined with increasingly refined and efficient GPU
resource management capabilities, our large-scale key clusters have achieved over 90% utilization
rates recently for key tasks

« [2025-05-21] In Q1, Al cloud revenue reached RMB 6.7 billion, increased by 42% year-over-year,
representing a significant acceleration for our cloud business. Such performance reinforces the
widespread market recognition of our distinctive Al capabilities underpinned by our unique 4-layer Al
architecture, while affirming the ongoing demand for our full stack end-to-end Al products and
solutions. Notably, Al cloud accounted for 26% of Baidu Core revenue, up from 20% a year ago,
reflecting the growing significance of our Al cloud business within our business portfolio.

* [2025-05-21] Al Cloud revenue reached RMB 6.7 billion in Q1, delivering a strong year-over-year
increase of 42% with non-GAAP operating profit remaining positive. Gen Al and foundation model
related revenue recorded triple digit year-over-year growth, as accelerating Al adoption across
multiple sectors drove a notable increase in customer demand for our highly cost effective Al Cloud
services. As mentioned earlier, we also upgraded our MaaS platform, Qianfan, with an expanded
model library and more comprehensive toolkits, extending support for the training and fine-tuning of
multimodal and reasoning models

» [2025-02-18] Al Cloud revenue reached RMB 7.1 billion in Q4, delivering a strong year-over-year
increase of 26% with expanding non-GAAP operating margins. This quarter, we doubled the scale of
our unified GPU cluster, yet still achieved a 99% valid training time. A remarkable achievement
enabled by our faster and more advanced network architecture.

» [2025-02-18] So as Robin mentioned, our Al Cloud revenue growth accelerated to 26% year-over-
year in Q4, contributing to a full year revenue growth of 17% in '24. Notably, GenAl-related revenue
nearly tripled year-over-year in 2024. So this growth was fueled by rising demand for ERNIE and our
Al infrastructure, and scoring the market's strong recognition of our technological leadership.

e [2024-11-21] Revenue growth from Al Cloud was 11%, continuing its double-digit growth trajectory,
thanks to the sustained momentum in Gen Al-related revenue. Our non-GAAP operating profit and
non-GAAP operating margin remained stable, which demonstrates the resilience of our business.
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While navigating the ongoing macroeconomic weakness, we remain patient on our strategic focus of
Al-driven innovation with a particular emphasis on transforming our existing products and businesses
as well as fostering a new ecosystem for ERNIE.

[2024-11-21] Al Cloud revenue reached RMB 4.9 billion in the third quarter, maintaining double-digit
year-over-year increase at 11%, while sustaining non-GAAP operating profitability. Gen Al-related
revenue maintained strong growth momentum and remained a key growth driver, accounting for
about 11% of our total Al cloud revenue in the third quarter, up from 9% in the previous quarter. This
trend reflected increasing recognition of earnings value among enterprise customers.

[2024-08-22] Al Cloud revenue reached RMB 5.1 billion, marking a consecutive acceleration to 14%
year-over-year growth while sustaining non-GAAP operating profitability in the second quarter. The
strong growth is mostly attributable to the following two factors. First, Gen-Al-related revenue
continued its robust momentum, accounting for nearly 9% of our total Al Cloud revenue in Q2, up
from 6.9% in the previous quarter.

[2024-08-22] First, Gen-Al-related revenue continued its robust momentum, accounting for nearly
9% of our total Al Cloud revenue in Q2, up from 6.9% in the previous quarter. As more enterprises
integrate Gen-Al and foundation models into their daily operations, they increasingly come to us,
thanks to our reputation as China's most advanced and cost-effective Al infrastructure providers and
our excellent mass platform for model training and inference. During the quarter, we further advanced
our Al infrastructure management, enhancing our ability to combine GPUs from more vendors for
optimal training and hos

Tencent (TENCENT)

[2025-05-14] Al-related revenue within Tencent Cloud grew quickly year-on-year, driven by increased
customer demand for GPUs, APIs and platform solutions, although constrained by limited GPU
availability. And with that, I'll pass to John to discuss the financial review. Shek Hon Lo Thank you,
James.

[2025-03-19] In 2024, our Al cloud revenue approximately doubled year-on-year. Increased allocation
of GPUs for internal use cases initially for ad tech and foundation model training and more recently
on Al inference for Yuanbao and Weixin has limited our provision of GPUs to external clients and thus
constrained our cloud services revenue growth. For external workloads, we have prioritized available
GPUs towards high-value use cases and clients.

[2024-11-13] But can you kind of elaborate a bit more how do we foresee the Al-related revenue
contribution for the business service going forward? And my second question is, could we have more
color about your management strategy for monetizing by employing your Hunyuan element for
different business lines and how we are able to see it? Chi Ping Lau Okay.

[2024-11-13] But having said that, we think the amount of Al revenue is actually less than U.S. cloud
companies. And the main reason is because, number one, China doesn't really have a every big
enterprise market.

[2024-08-14] Given that, | think in the prepared remarks, we talked about the Al-related revenue from
high computing infrastructure, model library service and also our Al solution for enterprise. | just
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wanted to get some more color with regard to our Cloud revenue. What are our thoughts about the
contribution from Al going forward?

Kingsoft Cloud (KC)

[2025-11-19] Xiaodan Zhang [Interpreted] First of all, what are the key drivers of Al revenue growth in
Q37? And has there been any structural change in the demand of your ecosystem and external clients
for the past quarter? And secondly, how does management see the margin trend in the coming
quarters?

[2025-11-19] So my first question is regarding the Al revenue. So could management break down the
key drivers for Al revenue in Q3?7 And has there been any structural change in demand of your
ecosystem and external clients for the past quarter?

[2025-03-19] Regarding the expectation for 2025 revenue growth, could you kind of share your
thoughts and break down the drivers and like how much growth we expect for Al-related revenue and
how much revenue contribution from Xiaomi and Kingsoft Group? And our second question is
regarding margin, which -- our margin performed quite well in the first quarter, and can management
share your thoughts on our long-term profitability trend? Haijian He So as | mentioned in my prepared
remarks, | think a few things | just want to emphasize.

[2025-03-19] And how will this affect our pricing strategy for GPU cloud revenue and its impact on
our Al cloud revenue and earnings? Haijian He First of all thanks for the very good question. And as
you know, on this quarter, we delivered probably, I'd say probably, | put a big disclaimer, but maybe
true, the highest growth rate in the industry for all the public companies in Internet sector, which has
cloud business.

[2024-11-19] The proportion of Al revenue as a percentage of our public cloud business have
continued to grow to 31% this quarter. Over the past 5 consecutive quarters, Al revenue has
consistently shown triple-digit year-over-year growth. And this quarter, we saw a remarkable 6.9-fold
increase compared to last year, outpacing the industry's growth.

[2024-11-19] Over the past 5 consecutive quarters, Al revenue has consistently shown triple-digit
year-over-year growth. And this quarter, we saw a remarkable 6.9-fold increase compared to last
year, outpacing the industry's growth. Our strong profit margins and customer distribution
demonstrates the sustainability of this growth.

[2024-08-20] This quarter, Al revenue surged to RMB 326 million, doubling the amount in the first
quarter and accounting for 26.3% of public cloud revenues, an industry-leading position. Our Al
customer base also further diversified, including large language model companies, self-driving,
Internet applications and others. We have established a substantial computing resource pool, leading
the industry in large-scale network capabilities, capable of supporting the networking topology of
supercomputing [ highlights ] of clusters at a 10,000 chips level.

[2024-08-20] This quarter, our Al revenues grew to RMB 326 million, making up 26% of our total
public cloud services revenue, double the amount from last quarter. We have established a resilient
supply chain, scalable computing power and a long-term partnership with customers to support our
growing Al revenues. In response to cost pressure and a low margin, we have strategically reduced
the proportion of our CDN services to 19% of total revenue, down from 23% last quarter.
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Foundry: capex, customer mix, Al server BOM

SMIC (SMIC)

[2026-02-10] Capital expenditures was $8.1 billion. Moving to the balance sheet. At the end of 2025,
the company has total assets of $52.3 billion, of which total cash on hand was $11.9 billion.

[2026-02-10] The company's capital expenditure in 2025 was $8.1 billion, higher than originally
projected at the beginning of the year. This was primarily driven by the need to address robust
customer demand, changes in the external environment and extended over time of equipment
leading to the advanced procurement of planned capacity. Monthly capacity was 1,059,000 standard
logic 8-inch equivalent wafers by the end of the year, increased by around 111,000 wafers compared
to the end of previous year.

[2025-11-13] The gross margin was 21.6%, up 5.3 percentage points comparing to the same period
last year, and the capital expenditure totaled $5.7 billion. The fourth quarter follows traditional
seasonal pattern. Customers slowed down their stock up.

[2025-08-07] The company's total capital expenditure for the first half of the year was $3,301 million.
In the third quarter, the revenue is expected to increase 5% to 7% sequentially. The shipment unit
and blended ASP are both expected to increase.

[2025-05-08] Both capacity construction, research and development activities still require continuous
capital expenditures Therefore, currently, the company's free cash flow, the operating cash flow
deducted by the capital expenditure, is still negative. In 2025, the company's capital expenditure is
expected to be roughly flat compared to that of previous year. Under this investment plan, the
company currently still needs to prioritize allocating funds to its core business, including capacity
expansion and R&D activities.

[2025-05-08] In 2025, the company's capital expenditure is expected to be roughly flat compared to
that of previous year. Under this investment plan, the company currently still needs to prioritize
allocating funds to its core business, including capacity expansion and R&D activities. This
arrangement helps to continuously enhance the company's core competitiveness and corporate
value, ensure the company to continuously maintain its leading position in fierce market competition
and protect investor interest with a maximum degree.

[2025-02-11] Capital expenditure was $7,326 million. Moving to the balance sheet. At the end of
2024, the company had total assets of $49.2 billion, of which, total cash on hand was $15 billion,
total liabilities was $17.3 billion, of which, total debt was $11.6 billion, total equity was $31.9 billion,
debt-to-equity was 36.4%, and net debt-to-equity was negative 10.6%.

[2025-02-11] The company's capital expenditure in 2024 was $7.33 billion. Monthly capacity was
948,000 standard logic 8-inch equivalent wafers by the end of the year. Total shipment exceeded 8
million wafers, and annualized capacity utilization rate was 85.6%.

[2024-08-08] According to the unaudited results for the first quarter and second quarter, the
company's revenue for the first half of this year increased by 21% to $3.65 billion compared to the
same period of last year, and the capital expenditure totaled nearly $4.5 billion. By the end of the
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second quarter, the company's monthly capacity was 837,000 8-inch equivalent wafers. In the third
quarter, the company's guidance is: Revenue is expected to grow 13% to 15% sequentially.

Hua Hong Semiconductor (HUAHONG)

[2026-02-12] Capital expenditures were $633.5 million in Q4 2025, including $559 million for Hua
Hong 12-inch and $74.5 million for Hua Hong 8-inch. Other cash flow generated from investing
activities was $61.7 million in Q4 2024, including $36.6 million receipts of government grants of
equipment, $13.6 million interest income and $1.2 million receipts of disposal of equipment, partially
offset by $3.6 million investment in the equity instrument. Net cash flows generated from financing
activities was $1.3611 billion, including $919 million proceeds from bank borrowings, $594.6 million
from other financing

[2026-02-12] And | noticed the CapEx this year -- last year is $1.8 billion, which is down slightly
versus 2024. So how we should model the CapEx for 2026? And when you plan to initiate the next
phase of the expansion?

[2025-11-06] Capital expenditures were $261.9 million in Q3 2025, including $230.7 million for Hua
Hong Semiconductor Manufacturing, $19.3 million for Hua Hong 8-inch business, and $11.9 million
for Hua Hong Wuxi. Other cash flow generated from investing activities was $8.6 million in Q3 2025,
mainly including $15.6 million interest income and $7 million receipts of government grants of
equipment, partially offset by $14 million investment in equity instrument. Net cash flows used in
financing activities was $104.2 million, including $99.9 million proceeds from bank borrowings and
$14.4 million proceeds fr

[2025-11-06] The direct benefit, obviously, is for the advanced technology, advanced node, which
Hua Hong Semiconductor is not directly participating. But there's a lot of supporting technology
associated with the Al products. We are a big part of those segments, like power management,
because when you have -- you make Al systems, you need a lot of power management, either for
training or now the industry seems to switch towards more deduction type of applications from
training.

[2025-08-07] Capital expenditures were $407.7 million in Q2 2025, including $376.4 million for Hua
Hong Manufacturing, the second 12-inch fab. $17.6 million for Hua Hong 8 inch and $13.7 million for
Hua Hong Wuxi, the first 12 inch fab. Other cash flow generated from domestic activities was $22.2
million in Q2 2025, mainly including $19.4 million interest income and $5.5 million receipts of
government grants of equipment, partially offset by $2.8 million investment in an associate.

[2025-08-07] Total liabilities decreased to $3.3634 billion on June 30, 2025 from $3.4061 billion on
March 31, 2025, primarily due to decreased payables for capital expenditures. Debt ratio decreased
to 27.5% on June 30, 2025, from 27.7% on March 31, 2025. Finally, let's discuss our outlook for the
third quarter of 2025.

[2025-05-08] Capital expenditures were $510.9 million in Q1 2025, including $478.2 million for Hua
Hong Manufacturing, $18.4 million for Hua Hong Wuxi and $14.3 million for Hua Hong A. Other cash
flow generated from investing activities was $16.6 million in Q1 2024, mainly including interest
income. Net cash flows generated from financing activities was $59.1 million, including $861 million
proceeds from bank borrowings and $13.1 million proceeds from share option exercises, partially
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offset by $811.2 million of bank principal repayments, $3.3 million of interest payments and $500,000
lease payments.

[2025-05-08] Total liabilities decreased to $3,406.1 billion on March 31, 2025, from $3,508.5 billion on
December 31, 2024, primarily due to decreased payables for capital expenditures. Debt ratios
decreased to 27.7% on March 31, 2025, from 28.3% on December 31, 2024. Now finally, let's
discuss our outlook for the second quarter of 2025.

[2025-02-13] Capital expenditures were $1,505.7 million in Q4 2024, including $1,440.7 million for
Hua Hong Manufacturing, $43.8 million for Hua Hong Wuxi and $21.1 million for Hua Hong 8-inch
business. Other cash flow generated from investing activities was $61.7 million in Q4 2024, including
$41.2 million receipts of government grants for equipment, $17.9 million interest income and $2.6
million of receipts from selling a equity. Net cash flows used in financing activities was $50.9 million
including $91.5 million of bank principal repayments, $50.5 million interest payments and $0.4 million
lease paymen

[2025-02-13] Total liabilities decreased to $3,508.5 million on December 31, 2024 from $3,867 million
on September 30, 2024, primarily due to decreased payables for capital expenditures. Debt ratio
decreased to 28.3% on December 31, 2024 from 29.6% on September 30, 2024. | would now like to
provide the recap of our financial performance for the full year of 2024.

[2024-11-07] Capital expenditures were $734 million in Q3 2023 -- 2024 including $617.7 million for
Hua Hong Manufacturing, $87.8 million for Hua Hong Wuxi and $28.6 million for Hua Hong 8-inch
business. Other cash flow generated from investing activities was $18.1 million in Q3 2024, which
were interest income receipts. Net cash flows used in financing activities was $5 million in Q3 2024,
including $4.5 million of bank principal repayments, $3.3 million interest payments and $1 million
lease payments, partially offset by $2.3 million proceeds from bank borrowings and $1.5 million
proceeds from share opti

[2024-11-07] First of all, Hua Hong has been in full compliance on export control, as all of you know.
| mean, so we have been doing that for many years. Internally, we have a strong, robust, it's an
internal control program we call ICP, in place that will make sure every wafer we ship will always
follow the rules and regulations of export compliance.

[2024-08-08] Capital expenditures were $196.8 million in Q2 2024 including $128.4 million for Hua
Hong Manufacturing, $40.4 million for Hua Hong Wuxi and $28 million for Hua Hong, the 8-inch
facility. Other cash flow generated from investing activities was $24.9 million in Q2 2024, which were
interest income receipts. Net cash flows generated from financing activities was $416.1 million,
including $492.4 million capital contribution from non-controlling interests, $99 million proceeds from
bank borrowings, and $0.5 million proceeds from share option exercises, partially offset by $87.5
million of bank prin
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5. Pattern frequency (recent 22 months only)

. GPU Domestic . Al
Ticker . . Capex/Infra ] Sanctions
explicit chip revenue
Alibaba (BABA) 6 75 29 0 9
Baidu (BIDU) 16 42 12 0 45
Tencent (TENCENT) 32 91 2 0 6
Kingsoft Cloud (KC) 7 83 4 0 20
SMIC (SMIC) 0 14 0 0 0
Hua Hong Semiconductor 1 26 0 2 0
(HUAHONG)

6. US Hyperscaler comparison (same period: 2024-06+)

6.1 Quarterly capex (US$ billions, verbatim from earnings calls)

Quarter ending MSFT META GOOGL AMZN ORCL
Jun 2024 (Q2) 19.0 8.5 - 30.5 (H1 cum) —
Sep 2024 (Q3) 20.0 9.2 13.0 — 4.0
Dec 2024 (Q4) 22.6 14.8 — 26.3 —
Mar 2025 (Q1) 214 17.0 17.2 243 5.9
Jun 2025 (Q2) 24.2 19.4 22.4 31.4 8.5
Sep 2025 (Q3) 34.9 221 — 34.2 —
Dec 2025 (Q4) 37.5 — — — —

6.2 Forward-year capex guidance
« AMZN — 2026 ~$200 billion . (2026-02-05): "We expect to invest about $200 billion in capital
expenditures across Amazon, but predominantly in AWS because we have very high demand"
« META — 2026: $115-135 billion (2026-01-28), up from 2025 $70-72B
« GOOGL — 2025: $85 billion (2025-07-23, raised from $75B)
o« AMZN — 2025: ~$125 billion (2025-10-30, "and we expect that amount will increase in 2026")

o MSFT — Q1 FY26 alone over $30 billion (2025-07-30 forward guidance); Q4 cal-2025 actual =
$37.5B

« ORCL — FY26 ~$35 billion (2025-09-09)

US Big-5 implied 2026 capex floor: ~$585 billion+ (AMZN $200 + META $125 + GOOGL guidance
growing + MSFT annualized ~$140-150 + ORCL $35)
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6.3 China side — disclosed comparable

Company 2025 disclosed Cadence

BABA RMB 380B / 3 years (Feb 2025), RMB 38.6B in single Q2 Strategic announcement, not regular
quarter alone

TENCENT R&D only — RMB 22.8B/quarter (Q3 2025), only fraction is Al Implicit (R&D + reframing as "quasi-

capex affiliate")
BIDU Not disclosed in $ terms —
KC RMB 343M in single-Q GPU server depreciation (Q1 2025) Buried in cost detail

Annualized order of magnitude:

» BABA RMB 380B / 3y = ~RMB 127B/y =~ $17-18B/year (highest Chinese disclosure)

« All other Chinese cloud combined: order of $5-10B/y combined (back-of-envelope)
« China cloud total = $25-30B vs US Big-5 ~$585B — roughly 5% ratio

6.4 Custom silicon — both sides

Side Direct quotes

AMZN — Trainium2 at scale "This capacity consists of power, data center, and chips, primarily our custom silicon,

(2025-10-30) Trainium and NVIDIA. Project Rainier online... nearly 500,000 of our Trainium2 chips."
AMZN — chips revenue "our chips business, inclusive of Graviton and Trainium, is now over $10 billion in
$10B run rate (2026-02-05) annual revenue run rate, growing triple-digit percentages"

MSFT — Maia + multi- "At the silicon layer, we have NVIDIA and AMD and our own Maia chips, delivering the
vendor (2026-01-28) best all-up fleet performance, cost and supply"

GOOGL — TPU 7th gen "the stack that we have... robust infrastructure of data centers, TPUs, GPUS,
(2025-03-04) incredible research teams"

BABA — T-Head GPU mass "T-Head's proprietary GPU chips have achieved scaled mass production. As of
prod (2026-03-19) February..."

BIDU — Kunlunxin (2026-02- = "significant opportunities for both Baidu and Kunlunxin as Al infrastructure demand
26) continues to accelerate"
6.5 Capacity / supply tone

 MSFT (2026-01-28): "added nearly 1 gigawatt of total capacity this quarter alone"

« AMZN Andy Jassy (2026-02-05): "we have very high demand... we're monetizing capacity as fast as
we can install it"

« GOOGL (2025-07-23): "you also said that you're still in a tight supply environment"
 META (2026-01-28): "In Q4, we doubled the number of GPUs we used to train our GEM model"

« TENCENT (2026-03-18): "continued to face revenue headwinds due to limited availability of GPU for
external customers as we prioritize our internal needs"
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US side = supply-constrained but spending uncapped. China side = supply-constrained AND has to
choose between internal use vs external cloud customers (TENCENT explicit).

7. Key takeaways

1. Capex order-of-magnitude gap: US Big-5 ~$585B/yr by 2026 vs Chinese cloud ~$25-30B/yr. ~20x
ratio at the cloud-platform layer.

2. Disclosure asymmetry: US hyperscalers disclose quarterly capex + full-year guidance to dollar
precision; Chinese disclose RMB total only at strategic moments.

3. Custom silicon at scale on both sides: AMZN Trainium2 (500K chips deployed), MSFT Maia,
GOOGL TPU; BABA T-Head GPU "mass production”, BIDU Kunlunxin.

4. TENCENT explicit GPU triage between internal Al and external cloud — the only major operator
publicly admitting the rationing tradeoff.

5. HBM never mentioned in Chinese calls — entirely Korea/US story (SK Hynix / Samsung / Micron)
per earlier analysis.

6. SMIC + HUAHONG don't talk Al — they talk capacity, customer mix, government subsidies, export-
control compliance. Different framing.

8. Cross-layer keyword matrix (recent calls)

Pattern presence (% of calls 2024-06+ mentioning each topic).
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. Custom Capacity .
Tickers N 800G/CPO . Sanctions
Silicon tight
US Cloud MSFT, 69% 3% 100% 8% 0% 6% 67% 0%
GOOGL,
META,
AMZN,
ORCL
China Cloud BABA, 68% 4% 100% 0% 4% 18% 50% 0%
BIDU,
TENCENT,
KC
GPU Design NVDA, 100% 53% 100% 68% 32% 0% 26% 21%
AMD
ASIC/Network | AVGO, 100% 33% 100% 0% 56% 0% 100% 11%
MRVL
Foundry TSM, 27% 14% 100% 0% 9% 36% 45% 9%
SMIC,
HUAHONG
Memory MU 83% 100% 100% 0% 0% 33% 67% 0%
Equipment ASML, 12% 88% 100% 35% 0% 47% 35% 41%
AMAT,
LRCX
Networking ANET 67% 0% 100% 17% 50% 0% 50% 0%
Optical COHR, 75% 0% 100% 0% 100% 0% 75% 25%
LITE
Power/Cool VRT 50% 0% 100%  100% 0% 0% 50% 0%

Key cross-layer findings:

1. Sanctions discourse climbs the stack: 0% cloud — 21% GPU design — 41% semi equipment.
Equipment vendors sell both sides and must address it; clouds just buy.

2. HBM is an equipment + memory + GPU-designer story — 88% / 100% / 53%. End-customer
cloud calls almost never mention HBM (3-4%) — the HBM bottleneck is upstream.

3. ASIC/Network (AVGO+MRVL) is 100% capacity-constrained in every recent call — direct evidence
hyperscaler custom silicon backlogs are sold out.

4. GPU-design layer alone is high on GPU + HBM + Liquid Cool simultaneously — they integrate
the system.

5. Pure-play layers stay topic-pure: VRT 100% liquid cool, COHR+LITE 100% 800G/optical, MU
100% HBM.
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9. Tier-1+2 verbatim deep dive (new transcripts, 2024-06+)

9.1 Memory: HBM ramp & supply tightness

MU [2024-12-18] So | think we've given the data points that -- as we go towards mature yields in
HBM, the trade ratio between HBM and DRAM is -- HBM3E and our conventional DRAM is at 3. So
that's -- you can sort of do the math at how much of our -- as we grow our HBM share towards our
natural bit share, which we expect to achieve sometime next year in calendar '25, you can do the
math and determine how much of that impact will be on our conventional DRAM wafer starts
because we'll -- essentially for every one, we're going to have

* MU [2024-12-18] Keep in mind, we had 0 -- we had no product in HBM3 and very limited production
in HBM2E on a process that was quite a bit different than what we have right now in HBM3. So we
really are starting from a very low point as we were beginning this HBM3E ramp and are continuing to
grow, and we're adding capacity gradually as we went through this year and continuing into next
year. So as Sumit said, | think we would expect that as we go through the year and as we get to the
12-high being a larger portion of our mix throu

* MU [2024-12-18] We continue to ramp our 1-beta technology node, which supports HBM3E, and we
are preparing to ramp our 1-gamma technology node using EUV in calendar 2025. In NAND, we are
maintaining technology leadership with our industry-leading G8 and G9 nodes and are managing the
ramp of these notes consistent with our demand. We expect fiscal 2025 DRAM front-end cost
reductions, excluding HBM, to be in the mid- to high single-digit percentage range.

« MU [2024-12-18] We are proud to share that Micron's HBM3E 8-high is designed into NVIDIA's
Blackwell B200 and GB200 platforms. Micron's HBM3E operates at full speed, while maintaining
leadership in power efficiency. This month, we commenced high-volume shipments to our second
large HBM customer and will start high-volume shipments to our third large customer in CQf1,
expanding our HBM customer base.

9.2 GPU design: NVDA + AMD on Blackwell / MI300

« NVDA [2026-01-05] In this particular case, dual Orins, the next-generation dual Thors. These
processors are designed for robotic systems and was designed for the highest level of safety
capability. This car just got rated, just went to production.

« NVDA [2026-01-05] And now we've been shipping GB200s, 1.5 years ago. Right now, we're in full-
scale manufacturing of GB300. And if Vera Rubin is going to be in time for this year, it must be in
production by now.

« AMD [2025-05-19] | think given all the attention that's put on it, we forget that MI300 and MI325 are
AMD's really first explicit data center accelerator parts. You're close to launching your -- officially
launching your MI355 part. Where are we in the maturation of your accelerator franchise, what did
you learn on 300 and 3257

« AMD [2025-05-19] And it's really interesting, when you look at our journey in Al because people
think, okay, we showed up in December 2023, there's the MI300, we had a great ramp last year,
fastest ramp of any product ever in AMD's history, went from virtually 0 in 2023 of revenue to $5
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billion last year. So it was indeed our first step into dedicated Al GPU for the data center. But our
journey was over literally a decade because while we were focused on getting leadership CPUs out
that drove the key catalysts of the turnaround of

AMD [2024-12-12] Looking at the fourth quarter, MI300X production deployments expanded with our
largest cloud partners. Meta exclusively used MI300X to serve their Llama 405B frontier model on
meta.ai and added Instinct GPUs to its OCP-compliant Grand Teton platform designed for deep
learning recommendation models and large-scale Al inferencing workloads. Microsoft is using
MI300X to power multiple GPT-4 based Copilot services and launched flagship instances that scale
up to thousands of GPUs for Al training and inference and HPC w

AMD [2024-12-12] Meta exclusively used MI300X to serve their Llama 405B frontier model on
meta.ai and added Instinct GPUs to its OCP-compliant Grand Teton platform designed for deep
learning recommendation models and large-scale Al inferencing workloads. Microsoft is using
MI300X to power multiple GPT-4 based Copilot services and launched flagship instances that scale
up to thousands of GPUs for Al training and inference and HPC workloads. IBM, DigitalOcean, Vultr
and several other Al-focused CSPs have begun deploying AMD Instinct

9.3 Custom silicon ASIC (AVGO + MRVL) — backlog & customer naming

AVGO [2026-03-04] In scale-out, our first-to-market Tomahawk 6 switch at 100 terabit per second as
well as our 200G SerDes are capturing demand from hyperscalers, whether they use XPUs or GPUs
this year. This lead will extend in '27 with our next-generation Tomahawk 7 featuring double
performance. Meanwhile, in scale-up, as cluster sizes and our customers expand, we are uniquely
positioned to enable these customers to stay on direct attached copper through our 200G SerDes.

AVGO [2026-03-04] Bookings continue to be strong and total contract value booked in Q1 exceeded
$9.2 billion, sustaining an ARR, which is annual recurring revenue growth of 19% year-upon-year. Let
me reinforce that this growth in our Infrastructure Software business reflects our focus and
investments in foundational infrastructure, and our Infrastructure Software is not disrupted by Al. In
fact, VMware Cloud Foundation, VCEF, is the essential software layer in data centers integrating CPUs,
GPUs, storage and networking into a common

MRVL [2024-09-04] If you were to pull a curtain a little bit in terms of these hyperscalers and how
they think about their investments. We've been very clear that at the end of the day, Broadcom and
Marvell are the 2 companies that have the full suite of IP and expertise to make the most
sophisticated chips. But the question comes up with investors around the sustainability of these
sockets.

MRVL [2024-09-04] So help us understand how your hyperscalers are looking at the 2 ASIC
providers or landscape in terms of -- are they looking to like dual source? Are they looking to partner
or a much longer period of time? Matthew J.

MRVL [2024-06-05] The market leader is still staying on passive copper for at least one more
generation, but a number of the other hyperscalers with their custom solutions, and some of them we
are part of. So we are very intimately aware of the architecture. Those are switching from passive
copper to an active connection, either in AEC, which we are also participating in now, and that
becomes a much bigger market next year.
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MRVL [2024-06-05] But today, it's spreading to pretty much every hyperscaler. So we've actually
won designs now with pretty much most of that community, and we've been shipping our 400-gig
product in high volume. We actually pulled in our 800-gig product because of higher demand.

9.4 Foundry: TSMC node ramps and Al demand

TSM [2026-04-16] 3-nanometer process technology contributed 25% of wafer revenue in the first
quarter, while 5-nanometer and 7-nanometer accounted for 36% and 13%, respectively. Advanced
technologies, defined as 7-nanometer and below, accounted for 74% of wafer revenue. Moving on to
revenue contribution by platform.

TSM [2026-04-16] HPC increased 20% quarter-over-quarter to account for 61% of our first quarter
revenue. Smartphone decreased 11% to account for 26%. loT increased 12% to account for 6%.

TSM [2026-01-15] 3-nanometer process technology contributed of 28% of wafer revenue in the
fourth quarter, while 5-nanometer and 7-nanometer accounted for 35% and 14%, respectively.
Advanced technologies, defined as 7-nanometer and below, accounted for 77% of wafer revenue. On
a full year basis, 3-nanometer revenue contribution came in at 24% of 2025 wafer revenue, 5-
nanometer, 36% and 7-nanometer, 14%.

TSM [2026-01-15] On a full year basis, 3-nanometer revenue contribution came in at 24% of 2025
wafer revenue, 5-nanometer, 36% and 7-nanometer, 14%. Advanced technologies accounted for
74% of total wafer revenue, up from 69% in 2024. Moving on to revenue contribution by platform.

9.5 Equipment: ASML / AMAT / LRCX on China + High-NA EUV

ASML [2024-11-14] Next, we'll go to Peter Vanoppen, Executive Vice President and Head of
Business line EUV 0.55 NA or also known as High-NA. He'll give us an update on the EUV products
as well as business opportunities. Next, we'll go to Herman Boom, who is the Executive Vice
President and Head of Business line deep UV.

ASML [2024-11-14] He'll give us an update on the EUV products as well as business opportunities.
Next, we'll go to Herman Boom, who is the Executive Vice President and Head of Business line deep
UV. He'll provide an update on the deep UV products as well as the business opportunities.

ASML [2024-10-16] Net system sales came in at EUR 5.9 billion, which is made up of EUR 2.1 billion
of EUV sales and EUR 3.8 billion of non-EUV sales. Net system sales was driven by Logic at 64%
with the remaining 36% coming from Memory. Installed Base Management sales for the quarter came
in above guidance at EUR 1.54 billion due to higher service and upgrade revenue.

ASML [2024-10-16] The higher inventory is primarily attributable to EUV, both High-NA and Low-NA,
driven by longer lead times in the build cycle as well as inventory in support of future ramp. Moving to
the order book. Q3 net system bookings came in at EUR 2.6 billion, which is made up of EUR 1.4
billion of EUV bookings and EUR 1.2 billion of non-EUV bookings.

AMAT [2025-08-28] This year, we announced early in the year that there was $400 million of business
in our backlog that we would not be able to serve because of the entity listed customers in China. So
we do have share loss there that's based on the rules that were put in place. But | would step back
and just think about that for a second.
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* AMAT [2025-08-28] How would you characterize the overall China business between -- you've got
multinational spending, you've got some entity list restrictions and then you've also got just a normal
digestion of some capacity put in place at the -- anything above 28-nanometer. So high level, can
you summarize what you're seeing in China, what your outlook is there? Brice A.

» AMAT [2025-06-04] It's not like the 40% growth rate you see in HBM memory or the 40% growth
rate you see in Al. So what's happening? Well, the last 2 years, there was heavy investment in mature
logic technologies, especially in China.

« AMAT [2025-06-04] | think we kind of get the HBM is strong and everything else is mature. But when
do you see the non-HBM part also start to recover kind of both -- so China, | know restrictions, but
ex China, are you seeing any recovery there? Brice A.

« LRCX [2025-05-28] DRAM is quite strong, driven by DDR5 and HBM, high bandwidth memory. |
don't think that's a surprise to anybody. Both of those things are driven heavily by what's going on
with Al compute, parallel compute, these great, big accelerators and whatnot.

 LRCX [2025-05-28] Very strong part of what's going on with our business right now in HBM. So |
love what's happening there. You've got a process node migration.

« LRCX [2025-04-23] We look at inflections like gate-all-around, as you mentioned, the coming
inflection with backside power distribution, the advent of advanced packaging in really big ways in
foundry/logic as well as DRAM and the work we've done on dry resist for EUV. When you total those
up, almost all of those inflections are primarily focused at foundry/logic and DRAM. And so as we
deliver the products and the SAM expansion and the share gains within those spaces, you will see
our business naturally balance even in the face of wh

« LRCX [2025-04-23] Obviously, there's a lot of investment being made in technologies like HBM,
things that are -- and even enterprise SSD, things that are driven by the ongoing build-out of Al
infrastructure. And so when | think about 2026, | mean it's hard to say exactly how much capacity
there will be, what the absolute levels of spending are. But where the spending will occur is very
much in the areas that we focused our product development activities and also our customer
engagements.

9.6 Networking + optical: ANET + COHR + LITE on 800G & CPO

« ANET [2025-11-18] There's been some debate out there about one of your M&Ms, your largest cloud
titans, has gone from a disaggregated scheduled fabric architecture and talked about a non-
scheduled fabric architecture. Obviously, they've done stuff with their mini pack solutions and stuff
like that. How does Arista play in a nonscheduled?

o ANET [2025-08-13] So yes, we are very excited about Tomahawk 6, the innovations around 800-gig
or 1.6T. There are a few new interesting features in that silicon, which we will unleash through
software, and then we'll ship the products when we've completed our development of the product
and the customers are ready. What you sometimes see, and we've seen this with our joint
development with customers, is we actually might be shipping a product, and we may not have told
the public about it.
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« ANET [2025-08-13] Samik Chatterjee One of the questions we often get from investors on this front,
although we haven't really historically seen this, is why don't customers maybe pause a bit when they
know 1.6T is about to be shipped and they still continue to buy 800-gig or right now, they still
continue to buy 400-gig while ramping on 800-gig? Do you expect to see at any point, customers
pausing? Or what is the explanation of why they don't, even though they know there's a higher
bandwidth solution coming?

« ANET [2025-05-09] Ryan Boyer Koontz And is Oracle a relatively new large account to you
coinciding with it being added to the cloud titans that it just got -- you were so successful there that
you wanted to move them into that group? Chantelle Breithaupt Well, there's a definition for titan,
right? So it's the amount of connectivity they have.

e COHR: no recent calls

« LITE [2025-05-06] With our set of design wins, we're well positioned in the next generation of 800-
gig and 1.6T transceivers supporting Al workloads. Our wafer fab expansion remains on track,
supporting higher volumes of EMLs and other indium phosphide lasers and photodetectors. In
addition, we are ramping production in CW lasers for silicon photonics transceiver applications in the
quarter.

o LITE [2025-05-06] In addition, we are ramping production in CW lasers for silicon photonics
transceiver applications in the quarter. As our indium phosphide capacity grows, we expect to ship
an increasing mix of CW lasers. In addition to supplying components into the transceiver market, we
took an early lead in co-packaged optics or CPO.

o LITE [2024-12-11] But at the end, we're now at a spot where -- yes, | think maybe the way to think
about our business is we're focused on the highest speeds over the last 12 months, probably 80% of
our revenue has been 800 gig, a little bit of 400 gig because that -- the market, there's still 400 gig
shifting. And so these new customers also are 800 gig and some 400 gig is what will be ramping up.
And it's something we highlighted and it seems like an eternity go, but at OFC earlier this calendar
year, we highlighted that there's in

o LITE [2024-12-11] And so these new customers also are 800 gig and some 400 gig is what will be
ramping up. And it's something we highlighted and it seems like an eternity go, but at OFC earlier this
calendar year, we highlighted that there's initial adopters at 800 gig. We know who those folks are.

9.7 Power & cooling (VRT) — liquid cool inflection

o VRT [2025-10-22] Our trailing 12-month organic orders growth of about 21% demonstrates strong
momentum with Q3 orders up 60% year-over-year and 20% sequentially. The market growth ranges
from our November '24 Investor Day remain valid, though tracking at the higher end with the Colo
Cloud share expanding as the fastest-growing segment, the overall market growth is accelerating. We
continue to outgrow the market through superior technology and execution.

« VRT [2025-10-22] While orders can be lumpy, our Q3, about 21% trailing 12-month organic orders
growth and a 1.4x book-to-bill ratio showcase our competitive advantages. As mentioned in July,
starting next year, we'll move to providing full year orders projections with quarterly updates to better
reflect our long-term strategic focus. Our sales grew 29% in the quarter, while building an additional
$1 billion in backlog from Q2.
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VRT [2025-09-09] The company reported very strong orders on your 2Q earnings call. Trailing 12-
month orders were up 11% year-over-year. 2Q orders were up 15%.

VRT [2025-09-09] Trailing 12-month orders were up 11% year-over-year. 2Q orders were up 15%.
Maybe talk a bit more, Gio, if you could kick us off about what's driving some of that strength?

10. HBM cross-Pacific timeline (2016-2026)

Verbatim from earnings call corpus: SK Hynix (HYNIX), Samsung (SAMSUNG), Micron (MU), NVIDIA
(NVDA), AMD. 84 calls mention HBM.

10.1 HBM2 era (2016-2019) — Korean duopoly forms

[2016-06-20] SAMSUNG: "If | use HBM, high-bandwidth memory, with the interposer, the value we
call the memory bandwidth will be increased from 50 gigabyte per second to the -- more than 500."
[2016-08-11] NVDA (Pascal era): "We also ramped the world's first HBM2 memory and 3D memory
stacking. So, the number of technological challenges that we overcame in the ramp of Pascal is quite
extraordinary."

[2017-04-24] HYNIX: "preparing for volume production of 2Z nano-based LPDDR4X and sales of
HBM?2 in response to growing demand for high-performance products"

[2017-07-24] HYNIX: "For HBM, we are currently collaborating with a number of partners, and we
expect volume production to begin in the second half of this year"

[2017-10-25] HYNIX: "HBM?2 products, whose demand is expected to grow for GPU and high-
performance computing, will be available for sale in the fourth quarter"

[2018-06-03] SAMSUNG: "we have the capability for 4 HBM stacking right now. And we are
preparing 2.1D as well, which is based on RDL technology to provide 6 HBM and HBM together -- 8
HBM together. We have some discussion with customers, who like to build 3D SiP."

10.2 HBM2E — HBM3 (2022-2024) — Micron breaks duopoly, AMD ramps

[2022-06-30] MU: "We began volume shipments of HBM2E, 1 of the fastest-growing product
categories driven by the growth in Al and machine learning workloads" — Micron joins HBM market
[2022-09-29] MU: "We also ramped new product categories like high-bandwidth HBM2E memory
and GDDR6X."

[2023-05-22] MU: "On HBM, that's a very small portion of revenues right now." — still trailing in FY23
[2024-01-30] AMD: "We were actually the first to bring high-bandwidth memory, HBM, to market in a
2.5D configuration. "

[2024-06-05] AMD: "later this year, we're going to introduce MI325 which is going to have 288
gigabyte HBM3E memory... next year, we are introducing MI350, which is based on cDNA4 a new
architecture, which is also going to have a 288 gigabyte HBM3E memory"

[2024-12-18] MU: "Micron's HBM3E 8-high is designed into NVIDIA's Blackwell B200 and GB200
platforms... commenced high-volume shipments to our second large HBM customer and will start
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high-volume shipments to our third large customer in CQ1" — MU now in 3 customers (likely NVDA +
AMD + ?)

10.3 HBMS3E supercycle (2025-2026) — pricing power inflection

« [2025-05-28] NVDA: "B300 GPUs with 50% more HBM will deliver another 50% increase in dense
FP4 inference compute performance compared to the B200"

» [2025-07-30] SAMSUNG: "Sales rose by 11% sequentially, driven by increased sales of high value-
added memory products for server such as HBM3E and DDR5"

» [2025-10-29] SAMSUNG: "sales increased by 19% sequentially with the memory business setting a
new all-time high for quarterly sales driven by strong growth of HBM3E and server SSDs"

« [2026-01-05] NVDA: "the working memory of the Al is stored in the HBM memory. Every single token
for every single token, the GPU reads in the model, the entire model. It reads in the entire working
memory and it produces one token." — Jensen on HBM as bottleneck per-token

* [2026-01-28] SAMSUNG: "the DS division showed strength with a sales increase of 33% quarter-
on-quarter, driven by expanded sales of HBM and other high value-added products, thanks to
stronger market prices. And Memory recorded another new all-time high for quarterly revenue."

10.4 HBMA4 / future cadence

* [2025-05-28] NVDA on cadence: "We remain committed to our annual product cadence with our
road map extending through 2028, tightly aligned with the multiple year planning cycles of our
customers."

10.5 Cross-Pacific takeaway

Tech tier Korean duopoly US suppliers Chinese cloud presence
2016- HBM2 Hynix + Samsung Micron O 0 mentions
2019
2020- HBM2E Hynix + Samsung Micron joins 2022-06 0
2022 dominant
2023- HBM3 / All 3 in MI300/H100 MU "small % rev" — 0
2024 HBM3E designed in Blackwell
2025- HBMB3E Samsung "all-time MU 3 customers HVM 0 — Chinese cloud calls
2026 supercycle high" don't mention HBM

The asymmetry is stark: the HBM bottleneck is the most-discussed component on the supply side
(Korea/US/equipment makers 53-100%), and the least-discussed on the demand side from Chinese
cloud (0%) — fully consistent with HBM being the critical export-controlled component that Chinese Al
infra cannot directly reference.
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11. AR% / HK Al infra companies via public disclosure events
(2022-2026)

Public disclosure event capture: 13 zero-transcript Chinese Al infra names. Total 1,085 disclosure

events scraped, 106 Al-related after filtering for chip/GPU/optical/Al keywords. Verbatim Situation field
unless noted.

11.1 Eoptolink Technology (#1%5 &%, SZSE:300502) — JtiRiR

* [2024-03-22] Product: "Eoptolink Technology Inc., Ltd. expands its product portfolio to address a
new market for optical transceiver modules operated in environments using Immersion Cooling.
EOLO-138HG-5H-SYMR is an optical transceiver of 800G OSFP DR8 that is fully submergible in 2-
phase [immersion fluid]."

» [2025-03-29] Product: "Industry-first 800G optical transceiver supporting Multicore Fiber (MCF) at
OFC 2025. The exponential growth of Al workloads is driving an unprecedented demand for
bandwidth within data centers..."

» [2025-03-29] Product: "Second generation of fully retimed 1.6T OSFP transceivers... use a 3nm DSP
and support enhanced monitoring capabilities"

» [2024-11-20] Lawsuit ! : Applied Optoelectronics (AOI, US) filed patent infringement against
Eoptolink Technology USA — N.D. California 3:24-cv-08165

11.2 Zhongji Innolight (FERAESI, SZSE:300308) — JEiEiR ML

« [2023-09-07] Strategic Alliance: "Tower Semiconductor and InnoLight Technology announced their
collaboration to develop multi-generation high-speed optical transceivers based on Tower's Silicon
Photonics process platform (PH18). With production already underway..."

« [2024-03-25] Strategic Alliance: "Alphawave Semi and InnoLight Collaborate to Demonstrate Low
Latency Linear Pluggable Optics with PCle 6.0 Subsystem Solution for High-Performance Al
Infrastructure at OFC 2024"

» [2025-03-10] Client/Alliance: "Tower Semiconductor and Innolight announced their expanded
collaboration utilizing Tower's newest Silicon Photonics (SiPho) platform, now in production and
ramping to high volume. This breakthrough technology dramatically reduces the number of external
optical components..."

« [2025-10-08] Capital Action < : "Zhongji Innolight Co., Ltd. is considering a potential listing in Hong
Kong, according to sources familiar with the situation. Based in Shandong, Innolight produces optical
transceivers used in cloud computing, data centers, and telecommunications networks."

11.3 iFlytek (F}Ki %, SZSE:002230) — Al i + BiS/EH

» [2026-03-04] Product: Al Glasses + Al Interpret Mic + core Al product upgrades unveiled
* [2026-03-05] Product: "iIFLYTEK Introduces AINOTE 2, the World's Thinnest Al E-Ink Tablet"
» [2026-03-05] Product: "/FLYTEK Co., Ltd. Launches Al Translation Earbuds in the US"

» [2025-09-05] Product: "AINOTE Air 2 launched in European market through joint marketing with
Joybuy. Air 2 introduces German and Spanish system interfaces, enabling native users to navigate
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functions such as transcription and trlanslation]" — overseas push into EU consumer

« [2023-10-24] Product: "/FLYTEK Introduces Agriculture Large Model, Gengyun, During Harvest
Festival" — vertical-specific LLM

11.4 Inspur Electronic Information (Ri#{E 8, SZSE:000977) — Al fR$523

* [2021-06-28] Product: "Inspur Electronic Information Industry Co., Ltd. Releases Liquid Cooled Al
Server With NVIDIA A100 GPUs at ISC High Performance Digital 2021" — early China liquid cool +
NVDA GPU

* [2022-03-23] Product: "A6 server line that supports 3rd Gen AMD EPYC Milan/Milan-X 7003 series
processors. The A6 server line features multi-core capabilities... up to 28% performance leap"

» [2022-05-31] Strategic Alliance: "Inspur Information and MEGAWARE Built GPU Cluster for the
Friedrich-Alexander-Universitdt Erlangen-Ndrnberg" — EU university client

* [2022-10-25] Client Win: "Korean Company Upstage Launches Leading OCR Pack Enterprise Al
Platform Powered by Inspur GPU Servers"

11.5 Hygon Information Technology (;8¢, SHSE:688041) — [E/™ x86 CPU + DCU

» [2025-10-15] Earnings: 9M 2025 revenue CNY 9,489.97M vs CNY 6,136.54M YoY (+54.6%) —
strong acceleration into Al demand cycle

e 2023 9M was CNY 3,942.72M — 2024 9M CNY 6,136.54M (+55.6%) — 2025 9M CNY 9,489.97M
(+54.6%) — 2 consecutive years of ~55% growth

e For comparison: Cambricon 9M revenue: 2022 CNY 264.36M — 2023 CNY 145.81M (-45%) — 2024
CNY 185.31M — much smaller scale, less consistent growth

11.6 Tencent disclosure-event — Cloud signals

* [2025-05-27] Product: "Tencent Cloud Launches Data Accelerator GooseFS 2.0, Offering
Comprehensive Support for All Al Business Scenarios" — Al-specific data plumbing

» [2025-10-22] Client: "Tencent Cloud announced a strategic partnership with eMAG. By leveraging
Tencent Cloud's cutting-edge infrastructure and advanced Al capabilities..." — EU expansion

» 360 events total — covers full corporate cadence
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11.7 Coverage takeaways

Company events Al-related Most informative event types
Foxconn Industrial 126 3 NVIDIA GTC presence, Western Digital + Ingrasys Al storage
iFlytek 125 15  Product launches (Al eyewear, Al tablets), overseas launches
Zhongiji Innolight 105 5 Tower Semi alliances, HK IPO consideration
Eoptolink 106 14  OFC product launches, AQOI patent lawsuit
Inspur 102 8 Al server lines (NVDA A100, AMD EPYC), university clients
Accelink 97 2 Mostly OFC conference presence
NAURA 90 low Earnings cadence, no Al-specific products
AMEC 81 low Earnings cadence, equipment delivery
Sugon 78 low Earnings + Mngmt change
Cambricon 70 27  Earnings releases + earnings call dates (revenue volatility)
Hygon 64 31  Earnings releases + acceleration narrative
Horizon Robotics 30 low Recent IPO (HK, 2024) — limited history
Black Sesame 17 1 Recent IPO (HK 2024) — limited
Key insights:
1. Optical (Eoptolink, Innolight) has the richest product-launch flow — multiple OFC conference

launches showing 800G — 1.6T — MCF progression year-on-year, in lock-step with NVDA Blackwell
ramps.

. Hygon shows the strongest A-share Al revenue acceleration — two straight years of ~55%

growth, far ahead of Cambricon's volatile single-digit-of-billion business.

. Cambricon high disclosure-event count but mostly earnings-cadence — no major product

launches in our window, consistent with much smaller scale than narrative suggests.

. iFlytek pivots to Al consumer hardware — 2026 launches of Al eyewear + tablets + earbuds +

EU/US expansion suggest device strategy beyond cloud LLM.

. Zhongji Innolight HK IPO consideration (Oct 2025) — capital raise event for the largest A-share

optical player as a forward indicator.

Data Provenance

All numerical claims and quotations in this document trace to publicly available sources. Earnings
call transcripts and management commentary derive from official company investor-relations pages, U.S.
Securities and Exchange Commission EDGAR filings, the Hong Kong Stock Exchange disclosure
platform (HKEx), and the China Securities Regulatory Commission's mainland disclosure system (Cninfo

/ EFAZEINM).
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Third-party research aggregator platforms were used solely as search and access tools, not as the
source of the document's deliverable content. Every cited quote, financial number, and disclosure event
is independently verifiable against the original public filing.

This document is independent analysis and does not redistribute any third-party platform's proprietary
database, normalized data, or aggregated taxonomy. Where event-level information appears in this
document, it has been re-verified against the issuer's original public disclosure before inclusion.
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