The Precision
Compounderin a
Geopolitical Crucible

An investment framework for Analog Devices (ADI)
mapping structural moats, the financial paradox of
M&A, and acute extrinsic threats.
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A Structurally Superior Asset Facing Immediate Extrinsic Tensions

71

$11B Revenue | 69% Adjusted Gross Margin ‘ 39% FCF Margin

The High-Quality Core

The Active Crucible

Dominant franchises in precision data
conversion (48%+ share).

=

Looming Chinese anti-dumping investigation
risking 300%+ tariffs on 22% of revenue.

Structural pricing power secured by 17-year
average product lifecycles.

o

Texas Instruments’ $60B internal 300mm fab
expansion creating structural pricing pressure.

Capital-efficient hybrid manufacturing
generating $4.28B in Free Cash Flow.

A ~26x forward P/E multiple that demands
flawless execution through a cyclical recovery.
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#1: Texas Instruments (~19-20% share, ~$14B revenue)

The $100B Analog Market Rewards Consolidated Incumbents

- Total Market: $88-107B (Long-term CAGR: 5-6%) | Top 10 Suppliers Control 68% |

#2: Analog Devices (~10-12% share, ~$9.5B revenue)

The ADI M&A Engine: Concentrating Industry Pricing Discipline
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Hittite
($2.4B, 2014)

[-l-_ Trailing Tier [(3-9% each): Infineon, STMicro, NXP, ON Semi

Linear Technology
($14.8B, 2017]

Maxim Integrated
($21B, 2021)

ADI| transformed froma

$3.4B niche player into

an $11B powerhouse. /‘
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CThe Structural Moat: Performance Differentiation and Catalog Breadth

The Moat Architecture —

LCRELCENEE

This architecture supports
10-30% price increases

4 (implemented Feb 2026),
proving demand conditions
support premium pricing

over digital-style cost /
declines.
y
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The 17-Year Lock-In:
Asymmetric Economics Prevent Defection
The Switching Cost Anchor

Production & Deployment Phase (10-17 Years

= - Component Cost: $0.50-$5.00 per chip. :
\/ L e - Reality: ~50% of ADI's revenue comes from products over 10 years old.a
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Design & Qualification
Phase (1-3 Years)

- Customer Cost: $50,000-$8500,000 F
in engineering time. No engineer risks a multi-million-dollar program

timeline to save $0.50 on a $3 component. Once a

- Action: PCB redesign, software iy :
revalidation, FMEA analysis, I design is locked, the product ships for over a decade.J

regulatory recertification. I . -
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Forward Growth Velocity
(Maturing to Hyper Growth)

./ S

Data Center

Fast-growing subset of Communications (15%
total rev).

Al server power management grew ~50% in
FY2025 with record Q1 FY2026 bookings.

== =T o=

ata Point: 87% of ADI revenue is strictly B2B, minimizing consumer maﬁj}%"irolatility.

Industrial
47% of revenue (~$4.9B).
Driven by factory automation and test equipment.

Secular tailwind: Aerospace & Defense now
generating >S1B annually.

- B2B Growth Vectors Target High-Value, Sticky Applications

Consumer

13% of revenue.
De-emphasized, highly cyclical exposure.

Auto BMS

25% of revenue.

ADI holds BMS design wins at 7 of top 10 EV brands.

GMSL connectivity crosses 1billion deployed transceivers.
Risk: U.S. EV adoption plateauing.

#

L —

Current Revenue Share (Low to High)

& NotebookLM



| | = = et e e R e —

Financial Evidence of Competitive Advantage

“ The Margin & Multiple Matrix —
Metric TXN NXP] MCHP
Revenue (FY25) $17.68B $12.27B |  $4.40B
Ad). Gross Margin 57.0% 96.8% 57.0%
Adj. Operating Margin ~34.0% 33.1% 24.5%
FCF Margin 16.6%* ~23.0% ~15.0%
Forward P/E ~29X ~15X ~40X (trmih)_l

E*r
:i

(Note: Tl FCF depressed by massive 300mm capex cycle).
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Bridging the Profitability Gap: The Legacy of M&A

: 1
Anatomy of an Earning
+ Stock-Based
‘ Compensation End
+ Intangible
Amortization + $322M
+ ~S750M (2.9% of revenue)
Start annually
($1.52 per share)
GAAP Operating Adjusted
Margin Operating Margin N
r | 5

ADI's $21B all-stock acquisition of Maxim achieved $275M in cost synergies ahead of schedule.
However, it left $34.6B in goodwill and intangibles on the balance sheet (72% of equity).
The 15-point margin gap is the accounting reality of a premium M&A strategy.
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The ROIC Paradox: Accounting Friction vs. Operating Velocity

“"\1

N

Above the Surface (GAAP Reality)
Metric: ~7.5% Reported ROIC.

Driver: Burdened by $34.6B in historical
M&A goodwill. This is the true, diluted cost of
ADI's growth-through-acquisition strategy.

-@

Below the Surface (Operating Reality)
Metric: >50% Tangible ROIC.

Driver: ADI generates $4.3B of Free Cash
Flow against only $5-$6B in tangible
operating assets. Cash-on-cash returns of
the physical operation are extraordinary.

e —

Synthesis: Investors must weigh diluted GAAP metrics against the |
sheer force of the underlying $4B+ cash-compounding engine.




Exemplary Capital Discipline: 100% Free Cash Flow Return

[ Massive Free Cash Flow Generation J

Defending the Moat

B e m—

Dividend Growth

Countercyclical R&D.

Maintained at 14-19% of
revenue ($1.5-1.8B) even
through the 2024 trough,
vastly exceeding Tl's 11.8%
Intensity.

Share Reduction

22 consecutive years of
dividend increases (~10%
CAGR).

Currently yielding 1.4%
($1.92B total, utilizing just
45% of FCF).

$2.16B in share
repurchases in FY2025
(retiring ~10M shares).

Supported by a massive
$11.5B remaining buyback
authorization.




/\ - The Industry’s Defining Debate: Scale vs. Flexibility 7\,

Analog Devices Texas Instruments
(Capital Agility) (Massive Scale)
| Model: Hybrid Manufacturing (10 internal Model: Internal 300mm Fabs ($60B+
fabs + 50 external partners/TSMC). | investment across 7 fabs).
L TS N S S P (et B R VY il | £
' Capex Intensity: 4.8% of revenue ($528M in | Capex Intensity: 25.7% of revenue ($4.55B in
| FY25). FY25).
Strategic Stance: Can shift ~70% of production | Strategic Stance: Generates a 40% structural
internally/externally. Sacrifices ultimate cost floor chip-level cost advantage. Suppresses near-term
to maintain 39% FCF margins through cycles. FCF (16.6%) to secure long-term pricing
' Competes strictly on performance premium. | dominance in mid-range and commodity analog.
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Extrinsic Threats: Mapping the Crucible

\ ,.-"'r
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The Threat Radar

Tl 300mm Pricing War

Tl weaponizes its 40% cost advantage, |
destroying industry pricing discipline and |
compressing margins permanently. |

() The Structural Threat | @,

The Immediate Danger
China Anti-Dumping Tariffs

MOFCOM investigation targeting 40nm+
interface chips/gate drivers. Potential
300%:+ tariffs on a market representing
~22% of ADI's total revenue ($2.1B).

Resolution: Sept 2026.

-

EV Adoption Stall

U.S. EV penetration plateaus,
capping Battery Management
System (BMS) growth.

Impact on Stock Price/Fundamentals
(Moderate to Critical)

(O The Niche Threat O

The Cyclical Threat

Double-Order Correction

Current 30% YoY growth in Q1 FY26 is
partially tariff-driven pre-buying,
leading fo a secondary inventory
correction in 2027.

Probability of Occurrence (Low to High)
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Valuation: Pricing in the Full Cyclical Recovery

I E
Multiple Dynamics

FY26 Consensus —>_@
(Implies run-rate
exceeding FY23 peak)

=~ - Trailing P/E: 56.9x (Distorted by
trough GAAP earnings + amortization).

=> - Forward P/E: ~26x (Based on consensus
non-GAAP FY26 EPS of $11.43).

o < FY2024 Trough
(Revenue down 23%)

-

L | | )

Key Insight: A ~26x forward multiple on above-peak earnings 1s a premium valuation. It
requires sustained execution and relies on the classic analog dynamic: multiples peak

at the trough and compress as earnings aggressively rebound. Currently trades at a 10%
discount to TI despite superior margins.
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Vi ~ The Investor's Ledger: Synthesizing the ADI Debate G

o | TheBull Weights : The Bear Weights o’/
O (Intrinsic Quality) —\ The Strategic Ledger / ~ (Extrinsic Vulnerability) of
- $4B-$5B Core Cash | - The China Tariff

Engine (39% FCF Margin). | Event Horizon |
- >50% Tangible Return (22% of revenue
on Invested Capital. at binary risk by |
- Accelerating content Sr;:*pt 2026). |
growth (WBMS, Al Data - TI's $60B structurally
Centers, Industry 4.0). advantaged pricing
X - Impenetrable 17-Year ok : V\
\/ D e - Premium ~26x forward \/I
Costs. multiple leaving zero |
margin for cyciical |
disappointment.
L al i 3

ADI is a mathematically elite operating business wrapped in an acquisition-burdened balance sheet. The investment outcome 2
relies entirely on its performance moats withstanding an increasingly hostile geopolitical and competitive environment. -




Ihe Defining Watchpoint

For investors who believe ADI's
high-performance differentiation
can withstand external pressure, the
business quality and free cash flow
compounding remain among the
strongest in global semiconductors.

september 13, 2026

Deadline for China's MOFCOM
anti-dumping resolution.

An adverse outcome affecting 22%
of revenue forces a fundamental
reassessment of the growth
trajectory. Until then, ADI remains
a premium asset navigating a
high-stakes crucible.
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