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Broadcom: Al revenue to achieve 35% of semi OU(IAZ'EH'};%RM
revenue or US$10bn+ run rate in FY24
Broadcom posted 1Q24 earnings. Revenue was US$12.0bn, up 34% YoY and China Semi Sector
29% sequentially, beating Bloomberg consensus (US$11.8bn) slightly by 2%.
GPM was 75.4%, up 110 bps QoQ, as a result of VMware consolidation. Mgmt. )
guided FY24 revenue to remain at around US$50bn, implying 29% YoY growth. Lily YANG, Ph.D
The guidance is in-line with Bloomberg consensus of US$50.1bn. (_852) 3916 37_16
lilyyang@cmbi.com.hk
Despite continuous weakness in traditional semiconductor business, Broadcom )
confirmed that the growth from Al business should remain solid. The revenue ’;%2”3272'16‘2'7627
contribution from Al accelerators demand may remain the largest, while custom (k ; ) h bi hk
silicon will take longer to develop. The mix is 70/30. evinzhang@cmbi.com.
We maintain BUY rating on Innolight (300308 CH) and maintain our Related reports;
positive view on the Al supply chain, such as TFC (300394 CH), Nvidia 1. Semi- Nvidia continues toimpress
(NVDA US), AMD (AMD US), Broadcom (AVGO US), Marvell (MRVL US), r Sl el Fv23 resuits
Arista (ANET US), SMCI (SMCI US), SK Hynix (000660 KS) and TSMC (TSM " review — 7 Feb 2024 (link)
us). 3. Innolight (300308 CH) — True
beneficiary in Al value chain — 26
Key highlights from earnings call: Jan 2024 (link)
4.  Semi — Market outlook on optical
B Al revenue increased significantly and mgmt. raised guidance. As the transceivers — 26 Jan 2024 (link)
market puts the major focus on Al development, Broadcom delivered 5 ;’;e";sg‘r‘] ds Allnv:aslt:ar;g o 05‘1’:2
strong results in Al growth. For FY1Q24, US$2.3bn of total revenue was ,eaﬁty check, by the numb,f, 12
generated through Al demand, up 57% QoQ. The mgmt. guided the ARR Jan 2024 (link)
of Al business to be US$10bn this year, a meaningful upward revision from 6. CES 2024 wrap up — 10 Jan 2024
i i (link)
the prior US$7.5bn figure. 7. Synopsys eyes on Ansys: a
B The stellar Al revenue offset by continued weakness in traditional E:’;Ei':]t;a'_ fgﬁg:’;’ozii?%i” the
server storage and broadband business. Al revenue accounted for 20% 8. Domestc Al chip makers
of semiconductor sales during last quarter and 31% this quarter. Mgmt. accelerating their push as Nvidia's
expects the contribution will be 35% for FY 24, up from prior 25%. However, . ffzﬁ‘atzvish;irll‘tv ﬁefoigiﬁé%)n
they guided down the growth of traditional server storage (from high-teens " the tgmnd as Nvidia conﬁrmeg
decline to mid-20s decline) and broadband segment (from mid-teens growth of data center into 2025 —
decline to down 30%), reflecting a prolonged weaker demand in 1H24. The 23 Nov 2023 (link)
inflection point may come in 2H, as the company is seeing bookings 10. 'C"gsptiﬁcﬂ'frschi:}‘; tge‘(’)'ggi’migorg
Signiﬁcantly up Iately from a year ago. integrate Al infrastructure for
. . o - . imized perf —17N
B Regarding potential competition in custom silicon market: Mgmt. is ?0?3'"2@ periommance o
confident in maintaining their leadership position in this market, with years 11 Wil Humane’s  Al-powered
of experience and technology moat. Custom silicon will take time to screenless device become  the
. R X . successor to smartphones? — 14
develop, an iterative process of creating software models and designing Nov 2023 (link)
silicon, which is complex. 12. Thematic investment &
. . . . megatrend: CSP3 & Meta ramp up
B VMware business is the key revenue driver in software segment. The spending to stay at the Al front line
traditional core software business grew 26% QoQ in FY1Q24. The mgmt. ~ 10 Nov 2023 (link) _
expects VMWare to drive the growth at double-digit sequentially during the 13, Tnoudnts on Bvidia's oustomized
i R i R chips for China — 10 Nov 2023
next three quarters, with accelerating bookings and accumulating backlog. (link
14. Quick note on newly announced
restrictions on advanced Al chips -
18 Oct 2023 (link)
15. Thematic investment and
megatrend: Riding the Al wave

into the next phase — 17 Oct 2023
(link)
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Figure 1: Broadcom’s quarterly revenue and QoQ Figure 2: Broadcom’s quarterly revenue breakdown
growth by segment
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Note: 1Q24 ended on 02/04/2024

Figure 3: Broadcom’s quarterly results
uss$mn FY21 FY22 1Q23 2Q23 3Q23 4Q23 FY23 1Q24

Revenue 27,450 33,203 8,915 8,733 8,876 9,295 35,819 11,961
..YoY 15% 21% 16% 8% 5% 4% 8% 34%
...QoQ 0% -2% 2% 5% 29%
Seasonality 26% 22% 23% 24%

Cost of sales (10,606) (8,256) (2,374) (2,177) (2,272) (2,449) (9,272) (2,947)
Gross profit 16,844 24,947 6,541 6,556 6,604 6,846 26,547 9,014
..YoY 25% 48% 13% 7% 3% 3% 6% 38%
GPM (%) 61% 75% 73% 75% 74% 74% 74% 75%
SG&A (1,347) (1,382) (348) (438) (388) (418) (1,592) (1,572)
% of revenue 5% 4% 4% 5% 4% 4% 4% 13%
R&D (4,854) (4,919) (1,195) (1,312) (1,358) (1,388) (5,253) (2,308)
% of revenue 18% 15% 13% 15% 15% 15% 15% 19%
Other exp. (2,124) (4,421) (895) (798) (1,002) (800) (3,495) (3,051)
% of revenue 8% 13% 10% 9% 11% 9% 10% 26%
Operating profit 8,519 14,225 4,103 4,008 3,856 4,240 16,207 2,083
...YoY 12% 67% 32% 18% 3% 6% 14% -49%
OPM (%) 31% 43% 46% 46% 43% 46% 45% 17%
Net profit 6,736 11,495 3,774 3,481 3,303 3,624 14,082 1,325
YoY 28% 71% 53% 34% 7% 5% 23% -65%
QoQ 12% -8% -5% 7% -62%
NPM (%) 25% 35% 42% 40% 37% 38% 39% 11%

Source: Company data, Bloomberg, CMBIGM
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Figure 4: Broadcom’s quarterly segment revenue

uUsS$mn FY21 FY22 1Q23 2Q23 3Q23 4Q23 FY23 1Q24
Semiconductor solutions 20,383 25,818 7,107 6,808 6,941 7,326 28,182 7,390
...YoY% 27% 21% 9% 5% 3% 9% 4%
% 74% 78% 80% 78% 78% 79% 79% 62%
Infrastructure software 7,067 7,385 1,808 1,925 1,935 1,969 7,637 4,571
...YoY% 4% -1% 3% 5% 7% 3% 153%
% 26% 22% 20% 22% 22% 21% 21% 38%
Total 27,450 33,203 8,915 8,733 8,876 9,295 35,819 11,961
...YoY 21% 16% 8% 5% 4% 8% 34%

Source: Company data, Bloomberg, CMBIGM
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or issuer that the analyst covered in this report: (1) all of the views expressed accurately reflect his or her personal views about the subject securities
or issuer; and (2) no part of his or her compensation was, is, or will be, directly or indirectly, related to the specific views expressed by that analyst in
this report.

Besides, the analyst confirms that neither the analyst nor his/her associates (as defined in the code of conduct issued by The Hong Kong Securities
and Futures Commission) (1) have dealt in or traded in the stock(s) covered in this research report within 30 calendar days prior to the date of issue
of this report; (2) will deal in or trade in the stock(s) covered in this research report 3 business days after the date of issue of this report; (3) serve as
an officer of any of the Hong Kong listed companies covered in this report; and (4) have any financial interests in the Hong Kong listed companies
covered in this report.

CMBIGM Ratings

BUY : Stock with potential return of over 15% over next 12 months

HOLD : Stock with potential return of +15% to -10% over next 12 months

SELL : Stock with potential loss of over 10% over next 12 months

NOT RATED : Stock is not rated by CMBIGM

OUTPERFORM : Industry expected to outperform the relevant broad market benchmark over next 12 months
MARKET-PERFORM : Industry expected to perform in-line with the relevant broad market benchmark over next 12 months
UNDERPERFORM : Industry expected to underperform the relevant broad market benchmark over next 12 months
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There are risks involved in transacting in any securities. The information contained in this report may not be suitable for the purposes of all investors. CMBIGM
does not provide individually tailored investment advice. This report has been prepared without regard to the individual inve stment objectives, financial position
or special requirements. Past performance has no indication of future performance, and actual events may differ materially from that which is contained in the
report. The value of, and returns from, any investments are uncertain and are not guaranteed and may fluctuate as a result of their dependence on the
performance of underlying assets or other variable market factors. CMBIGM recommends that investors should independently evaluate particular investments
and strategies, and encourages investors to consult with a professional financial advisor in order to make their own investment decisions.

This report or any information contained herein, have been prepared by the CMBIGM, solely for the purpose of supplying information to the clients of CMBIGM
or its affiliate(s) to whom it is distributed. This report is not and should not be construed as an offer or solicitation to buy or sell any security or any interest in
securities or enter into any transaction. Neither CMBIGM nor any of its affiliates, shareholders, agents, consultants, directors, officers or employees shall be
liable for any loss, damage or expense whatsoever, whether direct or consequential, incurred in relying on the information contained in this report. Anyone
making use of the information contained in this report does so entirely at their own risk.

The information and contents contained in this report are based on the analyses and interpretations of information believed to be publicly available and reliable.
CMBIGM has exerted every effort in its capacity to ensure, but not to guarantee, their accuracy, completeness, timeliness or correctness. CMBIGM provides
the information, advices and forecasts on an "AS IS" basis. The information and contents are subject to change without notice. CMBIGM may issue other
publications having information and/ or conclusions different from this report. These publications reflect different assumption, point-of-view and analytical
methods when compiling. CMBIGM may make investment decisions or take proprietary positions that are inconsistent with the recommendations or views in
this report.

CMBIGM may have a position, make markets or act as principal or engage in transactions in securities of companies referred to in this report for itself and/or
on behalf of its clients from time to time. Investors should assume that CMBIGM does or seeks to have investment banking or other business relationships with
the companies in this report. As a result, recipients should be aware that CMBIGM may have a conflict of interest that could affect the objectivity of this report
and CMBIGM will not assume any responsibility in respect thereof. This report is for the use of intended recipients only and this publication, may not be
reproduced, reprinted, sold, redistributed or published in whole or in part for any purpose without prior written consent of CMBIGM.

Additional information on recommended securities is available upon request.

For recipients of this document in the United Kingdom

This report has been provided only to persons (l)falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005
(as amended from time to time)(“The Order”) or (ll) are persons falling within Article 49(2) (a) to (d) (“High Net Worth Comp anies, Unincorporated Associations,
etc.,) of the Order, and may not be provided to any other person without the prior written consent of CMBIGM.

For recipients of this document in the United States

CMBIGM is not a registered broker-dealer in the United States. As a result, CMBIGM is not subject to U.S. rules regarding the preparation of research reports
and the independence of research analysts. The research analyst who is primary responsible for the content of this research report is not registered or qualified
as a research analyst with the Financial Industry Regulatory Authority (“FINRA”). The analyst is not subject to applicable restrictions under FINRA Rules
intended to ensure that the analyst is not affected by potential conflicts of interest that could bear upon the reliability of the research report. This report is
intended for distribution in the United States solely to "major US institutional investors"”, as defined in Rule 15a-6 under the US, Securities Exchange Act of
1934, as amended, and may not be furnished to any other person in the United States. Each major US institutional investor that receives a copy of this report
by its acceptance hereof represents and agrees that it shall not distribute or provide this report to any other person. Any U.S. recipient of this report wishing to
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For recipients of this document in Singapore

This report is distributed in Singapore by CMBI (Singapore) Pte. Limited (CMBISG) (Company Regn. No. 201731928D), an Exempt Financial Adviser as defined
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