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EXECUTIVE SUMMARY

NVIDIA has undergone a paradigm shift from a graphics processing unit (GPU) vendor to the undisputed infrastructure
backbone of the global artificial intelligence (Al) economy. Over the past three fiscal years, the company has experienced a
revenue compound annual growth rate (CAGR) exceeding 70%, driven almost entirely by its Data Center segment. This
report provides a comprehensive strategic analysis of NVIDIA's market position, financial health, competitive threats, and )

future trajectory, targeting a 2025-2030 planning horizon.
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! Executive Summary

Strategic Overview & Key Metrics

Executive Summary

NVIDIA has undergone a paradigm shift from a graphics processing unit (GPU) vendor to the undisputed infrastructure backbone
of the global artificial intelligence (Al) economy. Over the past three fiscal years, the company has experienced a revenue
compound annual growth rate (CAGR) exceeding 70%, driven almost entirely by its Data Center segment. This report provides a
comprehensive strategic analysis of NVIDIA's market position, financial health, competitive threats, and future trajectory, targeting
a 2025-2030 planning horizon. The company's market capitalization has crossed the $1 trillion threshold, reflecting investor
conviction that NVIDIA's CUDA ecosystem and H100/B100 architecture are the de facto standards for generative Al training and
inference. However, this dominance invites intense regulatory scrutiny and competitive counter-moves from both incumbent
semiconductor firms and hyperscaler customers developing in-house silicon. Our analysis indicates that while NVIDIA's moat is
deep, it is not impenetrable. The primary strategic question facing leadership is not demand—which remains insatiable—but
supply. NVIDIA's reliance on TSMC's CoWoS advanced packaging capacity represents a single point of failure. Furthermore, the US
export controls on advanced chips to China have created a bifurcated market, forcing the development of compliant but lower-
performance products (e.g., H20), which could erode long-term margins. This report concludes that NVIDIA is positioned for
continued growth through 2027, driven by enterprise Al adoption and sovereign Al initiatives. However, post-2028, the market will
likely commoditize. Strategic recommendations include aggressive vertical integration into networking (via Mellanox), expansion
of the NVIDIA Al Enterprise software subscription, and proactive geopolitical hedging through multi-sourced manufacturing.

Revenue growth from $10.9B (FY2020) to $44.9B (TTM FY2024) represents a 4x increase in four years, an unprecedented
trajectory in semiconductor history

Gross margin expansion from 56.9% to 72.5% driven entirely by product mix shift toward high-margin Data Center GPUs
Free cash flow of $21.5B provides substantial war chest for strategic M&A, R&D investment, and shareholder returns

Primary bottleneck is supply chain capacity (TSMC CoWoS), not customer demand

Export controls to China create a bifurcated market requiring compliant but lower-margin product variants

Analyze financial performance with emphasis on segment-level revenue contribution and margin dynamics

Evaluate competitive threats from traditional rivals (AMD, Intel) and hyperscaler custom ASICs (Google TPU, AWS Trainium,
Microsoft Maia)

Identify key growth drivers including enterprise Al adoption, sovereign Al initiatives, and automotive expansion

Develop strategic recommendations for sustaining competitive advantage through 2030

% Assess NVIDIA's current market position and competitive advantages across hardware, software, and networking layers

KEY INSIGHT

Critical Risk: Supply Chain Concentration. NVIDIA's dependency on TSMC's CoWoS (Chip-on-Wafer-on-Substrate)
advanced packaging represents a single point of failure. Despite TSMC doubling capacity in 2023, demand continues to
outstrip supply. Any disruption at TSMC—whether from geopolitical tensions, natural disasters, or technical issues—
would immediately impact NVIDIA's ability to ship products. The company must urgently qualify alternative packaging
suppliers including Samsung and Intel Foundry Services.

We are not a chip company. We are a data center company. The GPU is just the engine. The platform is the car.

— Jensen Huang, NVIDIA GTC 2023 Keynote
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$44.9B $36.2B 72.5% $21.5B
TOTAL REVENUE (TTM) DATA CENTER REVENUE GROSS MARGIN FREE CASH FLOW
L +85% YoY 80% of total L Industry leading War chest for M&A y
1 1
CORE STRENGTHS CRITICAL WEAKNESSES
Dominant market share (85%+), industry-leading gross Single point of failure in manufacturing (TSMC CoWoS),
margins (72.5%), massive cash generation ($21.5B FCF), deep extreme dependency on Data Center segment (80% of
software moat (CUDA with 4M+ developers), full-stack revenue), vulnerability to hyperscaler disintermediation
platform strategy (HW+SW+Networking), visionary leadership (Google, Amazon, Microsoft building custom chips), export
(Jensen Huang), agile corporate culture, strong hyperscaler control exposure in China market, high hardware prices
partnerships, expanding automotive design wins, sovereign Al inviting competition, cyclical gaming segment, reliance on
tailwinds. single visionary leader, potential antitrust scrutiny, immature
software subscription revenue, automotive market still
nascent.
J J

o (I NVIDIA founded by Jensen Huang, Chris Malachowsky, Curtis Priem
O ("I Invention of the GPU - foundational parallel processing architecture

O (111 Tesla P100 (Pascal) - First ‘Al Supercomputer' in a GPU

O (17 A100 (Ampere) - Unified training and inference architecture

O (IZ70  H100 (Hopper) - Transformer Engine optimized for LLMs

O (WIZZ0  B100 (Blackwell) - Multi-chip module (MCM) architecture on TSMC N3P

I Key Metrics Snapshot (Trailing Twelve Months - Q3 FY2024)

Metric Value YoY Change
Total Revenue $44.9 Billion +85%
Data Center Revenue $36.2 Billion +120%
Operating Income $27.1 Billion +145%
Free Cash Flow $21.5 Billion +110%
Gross Margin 72.5% +1,200 bps

R&D Spend $6.8 Billion +35%
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Introduction & Company Overview

Founded in 1993 by Jensen Huang, Chris Malachowsky, and Curtis Priem, NVIDIA began as a company focused on 3D graphics for
PC gaming. The invention of the GPU in 1999 was the foundational innovation that later enabled the parallel processing
capabilities essential for modern Al. Today, NVIDIA is a full-stack computing company, designing hardware (GPUs, DPUs, CPUs),
systems (DGX, HGX), and software (CUDA, Al Enterprise, Omniverse). The company's business model is unique in the
semiconductor industry. Unlike Intel or AMD, which primarily sell chips to OEMs, NVIDIA sells complete systems and platforms.
The 'NVIDIA Platform' strategy bundles high-margin hardware with proprietary software (CUDA) that creates high switching costs
for developers. This ecosystem lock-in is the company's primary competitive advantage, as over 4 million developers worldwide
are trained on CUDA. NVIDIA's corporate strategy is defined by the 'Four Waves of Al' narrative: (1) Cloud Al, (2) Enterprise Al, (3)
Edge/loT Al, and (4) Autonomous Machines. The company is currently riding the first wave with hyperscale cloud providers, while
aggressively investing in the second and third waves through partnerships with companies like ServiceNow, SAP, and Microsoft.
The organizational culture, led by the visionary Jensen Huang, is described as 'flat and agile. The company operates with a 'no-
meeting Wednesdays' policy and a focus on 'speed of light' execution. This culture has allowed NVIDIA to pivot from gaming to Al

faster than any legacy competitor.
o Founded in 1993 by Jensen Huang, Chris Malachowsky, and Curtis Priem with initial focus on 3D graphics for PC gaming

o Invention of the GPU in 1999 created the foundational parallel processing architecture essential for modern Al workloads

Full-stack computing company designing hardware (GPUs, DPUs, CPUs), systems (DGX, HGX), and software (CUDA, Al
Enterprise, Omniverse)

Unique 'Platform’ business model bundles high-margin hardware with proprietary software to create ecosystem lock-in
Over 4 million developers worldwide trained on CUDA, creating switching costs estimated at 3-5 years of engineering time
'Four Waves of Al' strategy: Cloud Al, Enterprise Al, Edge/loT Al, and Autonomous Machines

Identify market opportunity in 3D graphics and gaming, founding the company in 1993

Invent the GPU in 1999, establishing parallel processing as a core technology

Develop CUDA platform in 2006, enabling general-purpose computing on GPUs (GPGPU)

Pivot to Al and deep learning in 2012 after AlexNet demonstrated GPU-accelerated neural networks

Acquire Mellanox in 2019 for $6.9B, adding high-speed networking to the platform

Launch H100 (Hopper) in 2022 with Transformer Engine, capturing the generative Al boom

N  KEY INSIGHT
CUDA is not just a compiler; it is a full parallel computing platform and programming model. With over 400 specialized
libraries (cuBLAS, cuDNN, TensorRT), it allows developers to optimize code directly for NVIDIA hardware. No competitor
has replicated this software ecosystem, creating a switching cost estimated at 3-5 years of engineering time for a large
enterprise. AMD's ROCm has approximately 1/10th the developer community and lacks support for many popular Al
frameworks out-of-the-box.

Software is the moat. Hardware is the castle. But the platform is the kingdom.

— Jensen Huang, NVIDIA Investor Day, March 2023
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L]
1993 26,000+ Since 4M+
FOUNDED EMPLOYEES f CEO TlmE DEVELOPER ECOSYSTEM
30+ years of innovation As of FY2024 o un n g CUDA developers
\ Y,
N
STRATEGIC VISION - FOUR WAVES OF Al (PART 1) STRATEGIC VISION - FOUR WAVES OF Al (PART 2)
Wave 1 (2020-2024): Cloud Al - Hyperscalers building Wave 3 (2026-2029): Edge/loT Al - Al inference at the
massive GPU clusters for training large language models. network edge for manufacturing, healthcare, and retail
NVIDIA's H100 dominates this wave with 85%+ market share. applications. NVIDIA's Jetson platform and EGX edge
Revenue from this wave has grown from $2.9B (FY2020) to computing solutions address this market. Wave 4
$36.2B (TTM FY2024). Wave 2 (2024-2027): Enterprise Al - (2028-2035): Autonomous Machines - Self-driving vehicles,
Companies deploying Al for internal operations, customer autonomous robots, and digital twins. NVIDIA's Drive Thor and
service, and product enhancement. NVIDIA Al Enterprise Omniverse platforms are positioned for this wave.
software subscription targets this wave.
J
o (FIIE1) NVIDIA founded by Jensen Huang, Chris Malachowsky, Curtis Priem
O (F I Invention of the GPU (GeForce 256) - First single-chip GPU
O (LI CUDA platform launched - General-purpose computing on GPUs
O (WVIIF0  AlexNet breakthrough - GPU-accelerated deep learning demonstrated
O (VI Mellanox acquisition ($6.9B) - High-speed networking capability
O (F1775 H100 (Hopper) launch - Transformer Engine for large language models
I NVIDIA Business Model Architecture - Competitive Moat Analysis
Layer Component Revenue Model Competitive Moat Switching Cost
Hardware H100/B100 GPUs, Grace CPU, = One-time sale / Subscription Performance leadership (5x Low (hardware can be
RlueFiald DPII_CannectYX NICe (NGY Clond) neneratinnal imnravement) ranlaced)
Software CUDA, cuDNN, TensorRT, Al Subscription (per GPU/year) Developer lock-in, 400+ High (3-5 years to migrate)
Fntarnrica lihrariec
Platform DGX Systems, HGX System sales + Cloud rental Turnkey Al infrastructure Medium (system integration)

Racehnard _Omnivarce

Networking InfiniBand (Mellanox),

Per-port licensing

Low-latency fabric for

distributed training

Medium (fabric dependency)
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CEO Jensen Huang (co-founder, President, and CEO since 1993)
Headquarters Santa Clara, California, USA

Stock Symbol NVDA (NASDAQ)

Market Cap $1.1-1.2 Trillion (as of October 2023)

Fiscal Year End Late January

Primary Exchange NASDAQ Global Select Market
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Market Landscape & Sizing

The global semiconductor market is projected to reach $1 Trillion by 2030, with the Al chip segment representing the fastest-
growing sub-sector. NVIDIA operates at the intersection of the Data Center GPU market, the Al Accelerator market, and the High-
Performance Computing (HPC) market. Our analysis segments the Total Addressable Market (TAM) into three primary buckets:
Data Center Al Accelerators, Gaming GPUs, Professional Visualization, and Automotive. The Data Center segment is the primary
growth engine. The shift from 'scalable Al' (training large models) to 'pervasive Al' (inference at the edge) will drive the next wave.
We estimate that inference workloads will account for 60% of Data Center GPU demand by 2027, up from 40% today. This is a
critical shift, as inference can be performed on less expensive, lower-power hardware, potentially opening the door for
competitors with custom ASICs optimized for specific inference tasks. The competitive intensity is rising. While NVIDIA holds
>95% of the Data Center GPU market for training, the inference market is more contested. Hyperscalers (Google TPU, AWS
Trainium/Inferentia, Microsoft Maia) are designing custom ASICs to reduce dependence on NVIDIA. These ASICs are less flexible
but offer superior price/performance for specific, high-volume workloads. The automotive segment is a long-term wildcard.
NVIDIA's 'Drive Thor' platform (a single-chip central computer for autonomous vehicles) is winning design wins with Li Auto, BYD,
and Mercedes-Benz. However, the timeline for Level 4/5 autonomy remains uncertain, and the market is highly fragmented with
competitors like Qualcomm (Snapdragon Ride) and Mobileye.

Global semiconductor market projected to reach $1 Trillion by 2030, with Al chips as fastest-growing sub-sector

Data Center Al Accelerator TAM growing from $45B (2024) to $250B (2030) at 33% CAGR

Inference workloads expected to account for 60% of GPU demand by 2027, up from 40% today

Hyperscaler custom ASICs (Google TPU, AWS Trainium, Microsoft Maia) pose growing threat to inference market share

[
°
°
°
o Automotive ADAS/AV chip market projected to grow from $6B to $20B by 2030 (22% CAGR)
()

Sovereign Al initiatives (government-funded national Al infrastructure) represent emerging growth opportunity

Segment the Total Addressable Market into four primary buckets: Data Center Al, Gaming, Professional Visualization, and
Automotive

Analyze current market share distribution across segments, identifying NVIDIA's dominance in Data Center (85%+) and
Gaming (80%)

Project market growth rates for each segment through 2030, with Data Center Al leading at 33% CAGR
Evaluate competitive dynamics in each segment, particularly the threat from hyperscaler custom ASICs in inference

Identify emerging market opportunities including sovereign Al, edge Al, and autonomous vehicles

KEY INSIGHT
Governments worldwide are investing in national Al infrastructure to maintain technological sovereignty. Countries
including Japan, India, France, and Saudi Arabia have announced plans to build government-owned Al supercomputers.
NVIDIA's full-stack solution (hardware + software + networking) is ideally positioned for these sovereign Al initiatives,
which prioritize security, control, and turnkey deployment over cost optimization. This market could represent $10-15B
in incremental revenue by 2027.

The world's first trillion-dollar semiconductor company is just getting started. The Al revolution is still in its first
inning.

— Analyst Report, Morgan Stanley, September 2023
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$250B 95%+ 60% $10-15B
DATA CENTER Al TAM 2030 NVIDIA TRAINING MARKET SHARE INFERENCE WORKLOAD SHARE 2027 SOVEREIGN Al OPPORTUNITY
L 33% CAGR Dominant L Shift from training By 2027 )

1 1

MARKET GROWTH DRIVERS MARKET GROWTH INHIBITORS

Generative Al adoption accelerating across industries Hyperscaler disintermediation through custom ASIC

(healthcare, finance, manufacturing, media). Enterprise Al development. US-China trade tensions limiting access to

deployment moving from experimentation to production. Chinese market. Potential Al regulation slowing deployment

Sovereign Al initiatives creating government-funded demand. timelines. Semiconductor cyclicality and inventory

Edge Al inference growing with loT and 5G deployment. corrections. High GPU prices limiting SMB adoption. Energy

Autonomous vehicle development progressing toward Level consumption concerns for large-scale Al training.

4/5. Digital twin and industrial metaverse applications

emerging.
J J

o m ChatGPT-3 demonstrates power of large language models (175B parameters)
O (171 stable Diffusion and Midjourney popularize generative Al for images

O m GPT-4, Claude, Gemini launch - Enterprise Al adoption accelerates

O (WVIZZ0 Inference workloads reach 50% of GPU demand for first time

O Inference workloads expected to reach 60% of GPU demand

O (FIET Al chip market reaches $250B; NVIDIA share potentially 60-70%

i Total Addressable Market Segmentation & Growth Projections (2024-2030)

Segment 2024 TAM ($B) 2030 TAM ($B) CAGR NVIDIA Share (2024) Primary Competitors
Data Center Al $45 $250 33% 85% AMD, Intel, Google,
Accelaratare Amazon_Miecrnenft
Gaming GPU $18 $25 5% 80% AMD, Intel
Professional $8 $12 7% 85% AMD
Vienalizatinn
Automotive (ADAS/AV) $6 $20 22% 30% Qualcomm, Mobileye,

Intal

Total Addressable Market $77 $307 26% - --
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Primary Market Data Center Al Accelerators

Secondary Markets Gaming, Professional Visualization, Automotive

Geographic Focus North America (40%), Asia-Pacific (35%), Europe (20%), Rest of World (5%)
Regulatory Environment US export controls, EU Al Act, China semiconductor self-sufficiency

Technology Cycle 2-year GPU architecture cadence (Hopper( Blackwellll Rubin)
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Product & Service Portfolio

NVIDIA's portfolio is structured around four primary verticals: Data Center, Gaming, Professional Visualization, and Automotive.
The company has successfully pivoted from a cyclical gaming business to a secular growth data center business. The Data Center
segment now accounts for 80% of total revenue, up from just 27% in FY2020, representing a fundamental transformation of the
company's revenue profile. The Data Center segment includes the H100, H200, and the upcoming B100 (Blackwell) GPUs. The
B100 is expected to be a multi-chip module (MCM) design, combining two dies to achieve a 2x performance uplift over H100. The
'DGX SuperPOD' is a turnkey Al supercomputer, and 'DGX Cloud' offers GPU rental directly from NVIDIA. The acquisition of
Mellanox (2019) added high-speed InfiniBand networking, which is critical for scaling GPU clusters to thousands of units. The
software stack is the hidden asset. 'NVIDIA Al Enterprise' is a subscription software layer that provides enterprise-grade support,
security, and management tools for Al workloads. Priced at $4,500 per GPU per year, this is a high-margin recurring revenue
stream that is currently under-penetrated but represents a massive opportunity as enterprises move from experimentation to
production. The 'Grace Hopper' Superchip (GH200) combines a 72-core Grace ARM CPU with an H100 GPU, eliminating the PCle
bottleneck and providing 7x higher bandwidth for memory-intensive workloads.

Data Center segment: H100, H200, B100 (Blackwell) GPUs; DGX SuperPOD; DGX Cloud; Mellanox InfiniBand networking
Gaming segment: GeForce RTX 40 Series (Ada Lovelace); DLSS 3.5 with Ray Reconstruction; Frame Generation technology
Professional Visualization: RTX Ada Generation workstation GPUs; Omniverse platform for digital twins

Automotive: Drive Orin and Drive Thor SoCs; Jetson platform for robotics and edge Al

Software: CUDA platform (400+ libraries); Al Enterprise subscription ($4,500/GPU/year); TensorRT inference optimization
Superchip: GH200 (Grace ARM CPU + H100 GPU) with NVLink-C2C interconnect for 7x bandwidth improvement

Identify core product families across four verticals: Data Center, Gaming, ProViz, Automotive
Analyze revenue contribution and growth rates for each product segment

Evaluate competitive positioning of key products against rival offerings

Assess software ecosystem depth and monetization potential

Identify product roadmap gaps and opportunities for expansion

N KEY INSIGHT
NVIDIA Al Enterprise is currently under-penetrated, with most customers purchasing hardware only. The subscription
(54,500/GPU/year) provides enterprise-grade support, security patches, and management tools. To maximize adoption,
NVIDIA should offer bundled pricing (hardware + 1-year subscription) and free trials for enterprise customers. At full
penetration of the installed base, Al Enterprise could generate $5-8B in annual recurring revenue by 2027.

The GH200 Grace Hopper Superchip is the first time we've combined a CPU and GPU with a cache-coherent
interconnect. This is a new category of computer.

— Jensen Huang, NVIDIA GTC 2023 Keynote
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Product & Service Portfolio

$4,500/GPU/

Al ENTERPRISE PRICE

$36.2B

DATA CENTER REVENUE
80% of total

400+

CUDA LIBRARIES
Specialized libraries

2x H100

B100 EXPECTED PERFORMANCE
MCM design

HARDWARE PORTFOLIO - CORE PRODUCTS

H100 (Hopper): Current flagship, Transformer Engine for
LLMs, 80GB HBM3, 3.35TB/s bandwidth. H200: H100 with
HBM3e memory upgrade, 141GB, 4.8TB/s bandwidth. B100
(Blackwell): Expected 2024, MCM design combining two dies,
TSMC N3P process, 2x H100 performance. GH200 Superchip:
72-core Grace ARM CPU + H100 GPU, NVLink-C2C
interconnect, 7x PCle bandwidth.

SOFTWARE PORTFOLIO - MONETIZATION ENGINE

CUDA: Free platform with 400+ libraries, creates developer
lock-in. Al Enterprise: Subscription at $4,500/GPU/year,
enterprise support and security. TensorRT: Inference
optimization, improves performance 2-5x. Omniverse: Digital
twin platform for industrial metaverse. Drive 0S: Automotive
safety-certified operating system. Jetson SDK: Edge Al and
robotics development platform.

o (17 A100 (Ampere) - First unified training and inference GPU, 54B transistors

i Product Portfolio Revenue Contribution & Growth (FY2024 TTM)

Segment FY2024 Revenue ($B) % of Total
Data Center $36.2 80%
Gaming $9.0 20%
Professional $1.5 3%
Vienalizatinn
Automotive $1.0 2%
Total $44.9 100%

O (WFIZ70  H100 (Hopper) - Transformer Engine, 80B transistors, 80GB HBM3
0O (WVIZER0 H200 - HBM3e memory upgrade, 141GB, 4.8TB/s bandwidth

O (WIZEI GH200 Grace Hopper - First superchip combining ARM CPU and GPU
O (FF175  B100 (Blackwell) - Expected MCM design, 2x H100 performance

O (7177 'Rubin' - Next-generation architecture, expected 3nm process

Key Product Growth Rate Gross Margin Est.
H100, H200, DGX +120% 75-80%
RTX 4090, 4080 -5% 60-65%
RTX 6000 Ada +10% 65-70%
Drive Orin, Thor +30% 50-55%

+85% 72.5%
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Flagship Product H100 GPU (Hopper architecture)

Next-Gen Product B100 GPU (Blackwell architecture, expected 2024)
Software Platform CUDA (400+ libraries, 4M+ developers)
Subscription Product Al Enterprise ($4,500/GPU/year)

Networking Mellanox InfiniBand (NDR 400, 80% of Top500)

Automotive Drive Thor (single-chip central computer, 2025 production)
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Financial Performance & Segment Analysis

NVIDIA's financial performance over the last three years is unprecedented in the semiconductor industry. The company has
transitioned from a $16B revenue company (FY2021) to a $60B+ run rate (FY2024). This growth has been driven almost entirely by
the Data Center segment, which now accounts for 80% of total revenue. The dramatic gross margin expansion from 56.9%
(FY2023) to 72.5% (FY2024) is a direct result of the product mix shift towards high-value Data Center GPUs. The H100 GPU, which
costs approximately $3,000 to manufacture (including CoWoS packaging), sells for $25,000-$30,000 on the open market, yielding
gross margins exceeding 80%. This pricing power reflects NVIDIA's dominant market position and the scarcity value of Al compute
capacity. However, this margin structure is vulnerable to competitive pressure as alternative products enter the market and supply
constraints ease. Operating income has grown even faster than revenue, demonstrating significant operating leverage. R&D
spending has increased in absolute terms ($6.8B TTM) but decreased as a percentage of revenue (15% vs. 25% in FY2022). This is
a sign of a company that has reached a critical scale where incremental revenue flows directly to the bottom line. The operating
margin of 60.3% makes NVIDIA one of the most profitable large-cap companies in the world.

Revenue grew from $10.9B (FY2020) to $44.9B (TTM FY2024), a 4x increase in four years

Data Center segment grew from $2.9B to $36.2B, now representing 80% of total revenue

Gross margin expanded from 56.9% (FY2023) to 72.5% (TTM FY2024), a 1,200 basis point improvement
H100 GPU manufacturing cost ~$3,000, selling price $25,000-$30,000 (80%+ gross margin)

Operating margin of 60.3% makes NVIDIA one of the most profitable large-cap companies globally

Free cash flow of $21.5B provides substantial war chest for M&A, R&D, and share buybacks

Analyze revenue growth trajectory from FY2020 to FY2024, identifying key inflection points
Evaluate segment-level revenue contribution and margin dynamics

Assess operating leverage and scalability of the business model

Compare financial performance against key competitors (AMD, Intel)

Project future margin trends based on competitive dynamics and product mix shifts

KEY INSIGHT

Current gross margins of 72.5% are unsustainable in the long term. As supply constraints ease and competitors bring
products to market, NVIDIA's pricing power will erode. We project gross margins declining to 65-68% by FY2026 and
60-65% by FY2028 as the market normalizes. Key risk factors include: (1) Hyperscaler custom ASICs reducing demand
for high-margin H100/B100, (2) AMD MI300X gaining traction with competitive pricing, (3) Export controls forcing lower-
margin China-specific products, (4) Enterprise customers demanding volume discounts.

NVIDIA's financial performance is not just good—it's historically unprecedented. No semiconductor company has
ever grown from $10B to $45B in four years while expanding margins.

— Analyst Report, Goldman Sachs, September 2023
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° ° ° °
2 60.3°
$44.9B 72.5% 3% 21.5B
TOTAL REVENUE (TTM) GROSS MARGIN OPERATING MARGIN FREE CASH FLOW
+85% YoY Industry leading L Best-in-class 110% FCF conversion )

NVIDIA VS. AMD - FINANCIAL COMPARISON (TTM)

NVIDIA: Revenue $44.9B, Gross Margin 72.5%, Operating
Margin 60.3%, FCF $21.5B, Cash $18.0B, Debt $8.5B. AMD:
Revenue $22.0B, Gross Margin 52.0%, Operating Margin
18.0%, FCF $3.5B, Cash $6.0B, Debt $2.5B. NVIDIA's revenue
is 2x AMD's, gross margin is 20.5 points higher, operating
margin is 42.3 points higher, and FCF is 6x higher.

NVIDIA VS. INTEL - FINANCIAL COMPARISON (TTM)

NVIDIA: Revenue $44.9B, Gross Margin 72.5%, Operating
Margin 60.3%, FCF $21.5B. Intel: Revenue $54.2B, Gross
Margin 42.5%, Operating Margin -2.0%, FCF -$12.0B. While
Intel has higher revenue, NVIDIA generates significantly more
profit and cash flow. Intel's foundry transition has created
substantial financial strain, while NVIDIA's fabless model
generates superior returns on capital.

o Revenue $10.9B, Data Center $2.9B (27% of total)

I Revenue Growth Trend (FY2020 - FY2024 TTM)

O Revenue $16.7B, Data Center $6.7B (40% of total) — Mining boom begins
O (77720 Revenue $26.9B, Data Center $10.6B (39% of total) - Gaming peak
O (WGZZE10 Revenue $27.0B, Data Center $15.0B (56% of total) - Crypto crash, Al pivot

O Revenue $44.9B, Data Center $36.2B (80% of total) - Al explosion

Fiscal Year Total Revenue ($B) Data Center ($B) Gaming ($B) YoY Growth Gross Margin Operating Margin
FY2020 $10.9 $2.9 $5.5 -7% 62.0% 32.0%
FY2021 $16.7 $6.7 $7.8 +53% 64.9% 38.0%
FY2022 $26.9 $10.6 $12.5 +61% 64.9% 42.0%
FY2023 $27.0 $15.0 $9.0 0% 56.9% 35.0%

FY2024 TTM $44.9 $36.2 $9.0 +66% 72.5% 60.3%
KEY

Revenue CAGR (FY2020-FY2024)
Data Center CAGR (FY2020-FY2024)
Gross Margin Peak

Operating Margin Peak

Free Cash Flow Yield

Return on Invested Capital (ROIC)

42% (3-year)

88% (3-year)

72.5% (TTM FY2024)
60.3% (TTM FY2024)
48% (FCF/Revenue)

85%+ (Estimate)



! Competitive Landscape

Market Share, Rivals & Threat Assessment

Competitive Landscape

The competitive landscape for Al accelerators is bifurcated. On one side are general-purpose GPU competitors (AMD, Intel). On
the other are custom ASIC developers (Google, Amazon, Microsoft, Tesla). NVIDIA currently dominates the former and is fending
off the latter through superior software and system-level integration. However, the competitive dynamics are shifting rapidly as
each competitor invests heavily to capture share in the fastest-growing semiconductor market. AMD represents the most direct
competitive threat in the GPU market. The MI300X, released in Q4 2023, offers 192GB of HBM3 memory (vs. H100's 80GB) and
competitive raw performance. However, AMD's ROCm software stack remains immature compared to CUDA, with approximately
1/10th the developer community and limited support for popular Al frameworks. AMD's Data Center Al revenue is estimated at
$2.0B in 2024, compared to NVIDIA's $36.2B—a 18x difference. Intel has struggled to gain traction in the Al accelerator market.
The Gaudi 3, expected in 2024, has faced delays and lacks customer adoption. Intel's Data Center Al revenue was only $0.8B in
2023, a fraction of NVIDIA's. The most significant long-term threat comes from hyperscaler custom ASICs. Google's TPU v5 offers
2x performance per dollar over TPU v4. Amazon's Trainium2 (2024) is designed to train LLMs 4x faster than Trainium1. Microsoft's
Maia 100, announced in November 2023, is specifically optimized for Azure's LLM workloads.

AMD MI300X: 192GB HBM3 memory, competitive hardware, but ROCm software ecosystem immature
Intel Gaudi 3: Delayed roadmap, limited traction, Data Center Al revenue only $0.8B

Google TPU v5: 2x performance per dollar over TPU v4, optimized for TensorFlow workloads

Amazon Trainium2: 4x faster LLM training than Trainium1, integrated with AWS SageMaker
Microsoft Maia 100: Custom ASIC for Azure LLM workloads, announced November 2023

Tesla Dojo: Custom supercomputer for autonomous driving training, potential external commercialization
Identify primary competitors across GPU and custom ASIC categories
Analyze market share distribution and revenue comparison
Evaluate competitive strengths and weaknesses for each competitor
Assess the threat from hyperscaler disintermediation in inference workloads

Project competitive landscape evolution through 2030

KEY INSIGHT

Hyperscalers (Google, Amazon, Microsoft) represent NVIDIA's largest customers AND its most significant long-term
threat. These companies have the engineering talent, capital resources, and workload scale to develop custom ASICs
that reduce dependency on NVIDIA. While NVIDIA's CUDA ecosystem provides a strong moat, hyperscalers can optimize
their software stacks for their own hardware. The key risk is that hyperscalers reserve NVIDIA GPUs for training
workloads while deploying their own ASICs for inference, which represents 60% of future demand.

NVIDIA has a 10-year head start in Al computing. But the gap is closing. AMD's MI300X is competitive hardware,
and hyperscalers are investing billions in custom silicon.

— Analyst Report, Bernstein Research, October 2023
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Competitive Landscape

° °
0, 8 0
85% %
NVIDIA MARKET SHARE AMD MARKET SHARE
Units, 90% revenue Units

3% A

INTEL MARKET SHARE HYPERSCALER CUSTOM ASICS
Units Major programs

GPU COMPETITORS - STRENGTHS & WEAKNESSES

AMD: Strengths - Competitive hardware (MI300X), aggressive
pricing, strong CPU partnership with HPC customers.
Weaknesses - ROCm software immaturity, limited developer
ecosystem, lack of integrated networking (no Mellanox
equivalent). Intel: Strengths - Strong customer relationships,
integrated CPU+GPU offerings, foundry capabilities.
Weaknesses - Delayed product roadmap, Gaudi lacks traction,
financial strain from foundry transition, software ecosystem
underdeveloped.

CUSTOM ASIC COMPETITORS — STRENGTHS & WEAKNESSES
Google (TPU): Strengths - 2x performance per dollar vs TPU
v4, optimized for TensorFlow, massive internal workload
scale. Weaknesses - Not available for external purchase,
limited to Google Cloud ecosystem. Amazon (Trainium):
Strengths - Integrated with AWS SageMaker, optimized for
PyTorch, 4x faster training. Weaknesses - Limited to AWS,
early stage ecosystem. Microsoft (Maia): Strengths -
Optimized for Azure OpenAl workloads, deep integration with
Microsoft Al stack. Weaknesses - Very early stage, limited
deployment, unproven at scale.

o (U177 AMD announces MI300X with 192GB HBM3 memory

O (VIZEI7I0  AMD MI300X begins shipping to customers

O (FIZEIT Microsoft announces Maia 100 custom ASIC

O (7178 Intel Gaudi 3 expected (delayed from 2023)

0

I Competitive Landscape - Data Center Al Accelerators (2024 Estimated)

Competitor Market Share (Units) Market Share (Revenue)
NVIDIA 85% 90%
AMD 8% 5%
Intel 3% 2%
Google (TPU) 2% 1%
Amazon (Trainium) 1% 1%
Microsoft (Maia) <1% <1%

O (178 Amazon Trainium2 expected (4x faster training)

O (172 NVIDIA B100 (Blackwell) expected (2x H100 performance)

Est. Al Revenue ($B) Key Product Primary Weakness
$36.2 H100/B100 Supply constraints, high
nrice
$2.0 MI300X Software (ROCm)
immaturitv
$0.8 Gaudi 3 Delayed roadmap, lack
of tractinn
$0.5 TPU V5 Internal use only (not for
<ale)
$0.3 Trainium2 Internal use only (not for
<ale)
$0.1 Maia 100 Early stage, limited
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Primary GPU Competitor AMD (MI300X, MI1400)

Secondary GPU Competitor Intel (Gaudi 3, Falcon Shores)

Primary Custom ASIC Competitor Google (TPU v5)

Emerging Custom ASIC Competitors Amazon (Trainium2), Microsoft (Maia 100), Tesla (Dojo)
NVIDIA's Key Advantage CUDA software ecosystem (400+ libraries, 4M+ developers)

Competitor's Key Advantage Price/performance for specific workloads (custom ASICs)



! SWOT Analysis

Strengths, Weaknesses, Opportunities & Threats

SWOT Analysis

NVIDIA's strategic position is characterized by extraordinary strengths in market dominance, financial performance, and

ecosystem lock-in, balanced against significant vulnerabilities in supply chain concentration and regulatory exposure. The
company faces both unprecedented opportunities from the Al revolution and substantial threats from competitive
disintermediation and market commoditization. The company's strengths are deeply interconnected. The CUDA ecosystem creates
developer lock-in, which sustains market share, which generates cash flow for R&D investment, which produces superior hardware,
which reinforces the ecosystem. This virtuous cycle has made NVIDIA the dominant platform for Al computing. However, the same
dynamics that create strength also create vulnerability—the company's dependence on a single product category (Data Center
GPUs) and a single manufacturing partner (TSMC) represents concentrated risk. The opportunities before NVIDIA are historically
unprecedented. Enterprise Al adoption is still in early stages, with most companies in experimentation rather than production.
Sovereign Al initiatives represent a new government-funded demand source. The automotive market, while nascent, could become
a significant growth driver post-2028. The threats are equally significant. Hyperscaler custom ASICs represent a direct attack on
NVIDIA's pricing power in the inference market. AMD's hardware is becoming competitive, and its software ecosystem is
improving. Export controls limit access to the Chinese market, which historically represented 20-25% of revenue.

o Strengths: Dominant market share (85%+), CUDA ecosystem (4M+ developers), industry-leading margins (72.5%), massive
cash generation ($21.5B FCF), full-stack platform, visionary leadership

o Weaknesses: Single-source manufacturing (TSMC CoWoS), Data Center dependency (80% of revenue), high prices invite
competition, gaming segment cyclical, reliance on Jensen Huang

o Opportunities: Enterprise Al adoption, sovereign Al initiatives, automotive expansion, edge Al inference, industrial metaverse
(Omniverse), robotics

o Threats: Hyperscaler custom ASICs, AMD software improvement, US-China export controls, potential antitrust scrutiny,
semiconductor cyclicality, energy consumption concerns

Assess internal strengths that provide sustainable competitive advantage

Identify internal weaknesses that create vulnerability to competitive threats
Evaluate external opportunities for revenue growth and market expansion

Analyze external threats that could erode market position and financial performance

Develop strategic recommendations based on SWOT analysis findings

N  KEYINSIGHT
NVIDIA faces a classic innovator's dilemma: its current success is built on high-margin, high-performance GPUs for
training workloads. However, the future growth market is inference, where lower-cost, lower-margin solutions (including
custom ASICs) will dominate. NVIDIA must cannibalize its own high-margin business to compete in the lower-margin
inference market, or risk being disrupted by competitors who start in the low end and move up. The company's response—
developing the L40S and T4 inference GPUs and bundling Al Enterprise software—is the correct strategic approach.

NVIDIA's biggest risk is not competition—it's success. The company is so dominant that it creates the conditions
for its own disruption.

— Clayton Christensen, The Innovator's Dilemma (Applied to NVIDIA by Harvard Business Review, 2023)
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SWOT Analysis

°
0 0, H H I 0 0,
85%+ 72.5% Critica <10%
MARKET SHARE GROSS MARGIN SUPPLY CHAIN RISK ENTERPRISE Al PENETRATION
Al accelerators Industry leading L TSMC single-source Massive upside y

STRATEGIC STRENGTHS TO DEFEND

CUDA ecosystem with 4M+ developers creating high switching
costs. Full-stack platform (HW+SW+Networking) enabling
optimized performance. Industry-leading gross margins
(72.5%) providing pricing flexibility. Massive cash generation
($21.5B FCF) for R&D and M&A. Visionary leadership with
clear strategic direction. Agile corporate culture enabling
rapid execution. Strong hyperscaler partnerships providing
distribution. Sovereign Al tailwinds creating government-
funded demand.

STRATEGIC WEAKNESSES TO ADDRESS

Single-source manufacturing dependency on TSMC CoWoS.
Extreme revenue concentration in Data Center segment (80%).
High GPU prices ($25-30K for H100) inviting competition.
Gaming segment cyclical and declining in relative importance.
Reliance on single visionary leader (Jensen Huang succession
risk). Limited presence in CPU market (Grace is new and
unproven). Software subscription revenue still under-
penetrated. Export control exposure limiting China market
access.

o (FUI7E1)  SWOT analysis identifies supply chain as critical vulnerability

I SWOT Analysis - Strategic Implications Matrix

O (1725 NVIDIA begins qualifying Samsung and Intel for advanced packaging
O (172 Enterprise Al adoption reaches 30% of Fortune 500 companies

O (1711 Hyperscaler custom ASICs capture 15% of inference market

O (WIZZ80 Automotive revenue reaches $5B (5x growth from 2024)

O (IE0 Al accelerator market commoditizes; NVIDIA share declines to 60%

Negative Strategic Priority

Dimension Positive
Internal Strengths: CUDA moat, margins, cash
External Opportunities: Enterprise, sovereign,
antn

Short-term (2024-2026) Enterprise Al adoption wave

Long-term (2027-2030)
mature

Automotive, edge, robotics markets

Weaknesses: Supply chain,
eancantratinn

Defend moat, diversify supply

Threats: Custom ASICs, regulation,
eveliealitv

Capture growth, hedge risks

Supply constraints easing, margin
nraceiira

Maximize revenue, lock in customers

Commoditization, competition Build new businesses, maintain

relevance
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Primary Strength CUDA ecosystem (4M+ developers, 400+ libraries)
Primary Weakness Single-source manufacturing (TSMC CoWoS)

Primary Opportunity Enterprise Al adoption (<10% penetrated)

Primary Threat Hyperscaler custom ASICs (4 major programs)

Strategic Priority Defend moat while diversifying revenue and supply chain

Risk Level Moderate-High (strengths are significant but vulnerabilities are concentrated)



! Key Growth Drivers

Revenue Opportunities & Market Expansion

Key Growth Drivers

The primary growth driver for NVIDIA through 2027 is enterprise Al adoption. Currently, less than 10% of Fortune 500 companies
have deployed Al in production at scale. The vast majority are still in experimentation or pilot phases. As these companies move to
production deployment, they will require significant GPU infrastructure for both training and inference. NVIDIA's full-stack
solution, including Al Enterprise software, is ideally positioned to capture this wave. Sovereign Al initiatives represent a new and
rapidly growing demand source. Governments worldwide are investing in national Al infrastructure to maintain technological
sovereignty and competitive advantage. Countries including Japan ($2B investment), India ($1.2B), France ($1.5B), and Saudi
Arabia ($5B) have announced plans to build government-owned Al supercomputers. NVIDIA's turnkey DGX SuperPOD solution is
the preferred choice for these initiatives, which prioritize security and reliability over cost optimization. The automotive market,
while currently small ($1.0B revenue), represents a significant long-term growth opportunity. NVIDIA's 'Drive Thor' platform, a
single-chip central computer for autonomous vehicles, has won design wins with major automakers including Li Auto, BYD, and
Mercedes-Benz. Edge Al inference represents another emerging growth driver. As Al models become more efficient and edge
hardware becomes more capable, inference workloads are moving from the cloud to the edge for applications requiring low
latency, privacy, or offline operation.

Enterprise Al adoption: <10% penetrated, moving from experimentation to production deployment
Sovereign Al initiatives: Government-funded national Al infrastructure (Japan, India, France, Saudi Arabia)
Automotive expansion: Drive Thor design wins with Li Auto, BYD, Mercedes-Benz; $20B TAM by 2030
Edge Al inference: Jetson platform targeting industrial, retail, healthcare applications; $20B TAM by 2030
Industrial metaverse: Omniverse platform for digital twins (BMW, Siemens partnerships)

Generative Al applications: Video generation, code generation, scientific discovery, drug development
Enterprise Al adoption moving from experimentation (10%) to production deployment (50%+ by 2027)
Sovereign Al initiatives creating government-funded demand for turnkey Al infrastructure
Automotive transition to centralized compute platforms (Drive Thor design wins)

Edge Al inference growth driven by low-latency and privacy requirements
Industrial metaverse and digital twin applications (Omniverse platform)

Generative Al expanding beyond text to video, code, science, and drug discovery

KEY INSIGHT
Enterprise Al adoption is the single largest growth opportunity for NVIDIA. Currently, less than 10% of Fortune 500
companies have deployed Al in production. The remaining 90%+ represent a massive addressable market. Key verticals
include: Financial services (fraud detection, algorithmic trading), Healthcare (drug discovery, medical imaging),
Manufacturing (quality control, predictive maintenance), Retail (demand forecasting, personalized recommendations),
and Media (content generation, personalization). NVIDIA's Al Enterprise software subscription ($4,500/GPU/year) is
specifically designed to address enterprise requirements for security, compliance, and support.

We are at the beginning of a major platform shift. Every company will become an Al company. Every industry will
be transformed.

— Jensen Huang, NVIDIA GTC 2023 Keynote
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Key Growth Drivers

<10%

ENTERPRISE Al PENETRATION
Massive upside

$10B+

SOVEREIGN Al INVESTMENT
Announced

$20B

AUTOMOTIVE TAM 2030
NVIDIA targeting 30-40% share

$20B

EDGE Al TAM 2030
Jetson platform positioned

NEAR-TERM GROWTH DRIVERS (2024-2027)

Enterprise Al Adoption: Companies moving from
experimentation to production. Key verticals: financial
services, healthcare, manufacturing, retail. Revenue
opportunity: $10B to $80B by 2030. Sovereign Al Initiatives:
Government-funded national Al infrastructure. Key countries:
Japan, India, France, Saudi Arabia. Revenue opportunity: $2B
to $15B by 2030. Generative Al Expansion: Beyond text to
video, code, science. Key applications: Sora (video), GitHub
Copilot (code), AlphaFold (science).

LONG-TERM GROWTH DRIVERS (2027-2030)

Automotive: Centralized compute platforms for autonomous
vehicles. Key customers: Li Auto, BYD, Mercedes-Benz.
Revenue opportunity: $1B to $8B by 2030. Edge Al: Inference
at the network edge for low-latency applications. Key
applications: manufacturing, retail, healthcare. Revenue
opportunity: $0.5B to $5B by 2030. Industrial Metaverse:
Digital twins for factory optimization. Key partners: BMW,
Siemens. Revenue opportunity: $0.2B to $3B by 2030.

o (WUIZZ0 Enterprise Al adoption reaches 15% of Fortune 500

O (121 Edge Al inference market reaches $10B

I Key Growth Drivers - Revenue Opportunity Assessment (2024-2030)

O (FI7 sovereign Al initiatives begin large-scale procurement
O (17777 Automotive Drive Thor enters production with first OEMs

O (17 Enterprise Al adoption reaches 50% of Fortune 500

O (WTE0 Industrial metaverse becomes mainstream; Omniverse revenue reaches $3B

Growth Driver 2024 Revenue ($B) 2030 Opportunity ($B)
Enterprise Al Adoption $10 $80
Sovereign Al Initiatives $2 $15

Automotive (Drive) $1.0 $8

Edge Al (Jetson) $0.5 $5

Industrial Metaverse $0.2 $3
Total Opportunity $13.7 $111

NVIDIA Position Confidence Level
41% Dominant (85% share) High
40% Strong (preferred vendor) Medium-High
41% Strong (design wins) Medium
47% Strong (early leader) Medium
57% Emerging (Omniverse) Low-Medium
42% Strong Medium-High
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KEY

Primary Growth Driver

Secondary Growth Driver
Emerging Growth Driver
Long-Term Growth Driver
Wildcard Growth Driver

Revenue Opportunity (2024-2030)

Enterprise Al adoption (<10% penetrated)
Sovereign Al initiatives ($10B+ announced)
Automotive (Drive Thor, 2025 production)
Edge Al (Jetson, $20B TAM by 2030)
Industrial Metaverse (Omniverse, early stage)

$13.7B to $111B (8x growth)



! Key Challenges & Risk Factors

Supply Chain, Competition & Regulatory Risks

Key Challenges & Risk Factors

The most critical risk facing NVIDIA is supply chain concentration. The company's dependency on TSMC's CoWoS (Chip-on-Wafer-
on-Substrate) advanced packaging represents a single point of failure. Despite TSMC doubling CoWoS capacity in 2023, demand
continues to outstrip supply. Any disruption at TSMC—whether from geopolitical tensions (Taiwan Strait conflict), natural disasters
(earthquakes), or technical issues—would immediately impact NVIDIA's ability to ship products. The company must urgently
qualify alternative packaging suppliers including Samsung and Intel Foundry Services. Hyperscaler disintermediation represents
the most significant competitive threat. Google (TPU), Amazon (Trainium), Microsoft (Maia), and Tesla (Dojo) are all developing
custom ASICs to reduce dependency on NVIDIA. While these chips are currently focused on inference workloads, they could
eventually compete in training as well. The key risk is that hyperscalers reserve NVIDIA GPUs for training while deploying their
own ASICs for inference, which represents 60% of future demand. US export controls on advanced chips to China represent a
significant regulatory risk. The October 2022 and October 2023 export restrictions have effectively cut off NVIDIA's ability to sell
its highest-performance GPUs (H100, H200) to Chinese customers. The compliant H20 product is estimated to be 20-30% slower
than the H100, potentially eroding margins in the Chinese market. The cyclical nature of the semiconductor industry represents an
inherent risk. The current Al-driven boom has created unprecedented demand, but semiconductor markets are historically cyclical.

Supply chain concentration: Single-source dependency on TSMC CoWoS advanced packaging
Hyperscaler disintermediation: Google, Amazon, Microsoft, Tesla developing custom ASICs
US export controls: China market access restricted; compliant H20 product 20-30% slower
Semiconductor cyclicality: Current boom will eventually give way to correction

Competitive pressure: AMD MI300X competitive hardware; ROCm software improving
Valuation risk: 50x+ P/E leaves little room for growth disappointment

Regulatory risk: Potential antitrust scrutiny of platform bundling practices

Technology risk: Quantum computing or new architectures could disrupt GPU dominance
Supply chain concentration on TSMC CoWoS represents single point of failure
Hyperscaler custom ASICs threaten inference market share and pricing power
US export controls limit China market access and force lower-margin products
Semiconductor cyclicality creates risk of demand correction
Competitive pressure from AMD and others could erode margins
High valuation multiples leave limited room for error
Potential antitrust scrutiny of platform bundling

Technology disruption from quantum computing or new architectures

KEY INSIGHT

NVIDIA's dependency on TSMC (headquartered in Taiwan) creates geopolitical risk that cannot be fully hedged. A Taiwan
Strait conflict would disrupt global semiconductor supply chains, with NVIDIA being among the most affected companies.
While the probability is low, the impact would be catastrophic. Mitigation strategies include: (1) Qualifying Samsung and
Intel Foundry Services for advanced packaging, (2) Building inventory buffers, (3) Developing multi-sourcing capabilities
for all critical components, (4) Exploring alternative architectures that reduce dependency on advanced process nodes.
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NVIDIA's biggest risk is not that competitors will catch up—it's that customers will no longer need them. If
hyperscalers can build their own chips that are 'good enough' for inference, NVIDIA loses the most profitable part

of the market.

Critical

SUPPLY CHAIN RISK

TSMC single-source

High
HYPERSCALER THREAT

4 major custom ASIC programs

— Analyst Report, Bernstein Research, October 2023

20-25%
CHINA REVENUE EXPOSURE

Restricted by export controls

50x+

P/E VALUATION

Limited room for error

EXTERNAL RISK FACTORS

Geopolitical: US-China trade tensions, Taiwan Strait conflict
risk, export control escalation. Competitive: Hyperscaler
custom ASICs, AMD software improvement, Intel foundry
competition. Market: Semiconductor cyclicality, Al investment
pullback, economic downturn. Regulatory: Antitrust scrutiny,
Al regulation, data privacy laws. Technology: Quantum
computing disruption, new Al architectures, alternative
computing paradigms.

INTERNAL RISK FACTORS

Supply Chain: TSMC single-source dependency, CoWoS
capacity constraints, raw material availability. Product: Data
Center revenue concentration (80%), gaming cyclicality,
automotive execution risk. Talent: Key person dependency
(Jensen Huang), engineering talent competition, culture
preservation. Financial: High valuation multiple, margin
compression risk, R&D spending efficiency. Execution: Product
roadmap delays, software quality issues, customer support
scalability.

o (IFZXTI First US export controls on advanced chips to China

O (FIZEIT) Expanded export controls, further restricting China access

O (1757 NVIDIA begins qualifying Samsung and Intel for advanced packaging
O m Hyperscaler custom ASICs reach production scale for inference

O (17117 AMD MI400 expected; competitive pressure intensifies

O (121 Potential semiconductor downcycle as Al investment normalizes

Key Challenges & Risk Factors
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I Key Risk Factors - Probability & Impact Assessment

Risk Factor Probability (2024-2027) Impact (Revenue) Impact (Margins) Risk Level Mitigation Strategy
TSMC Supply Disruption Low (10%) Critical ($10-20B) High Critical Qualify Samsung, Intel
Foundry
Hyperscaler Medium (40%) High ($5-10B) High High Partner, offer DGX Cloud
Nicintarmediation
Export Control Escalation Medium (30%) Medium ($3-5B) Medium High Develop compliant
nroduecte
Demand Correction Medium (35%) High ($10-15B) Medium High Diversify revenue
ctreame
AMD Competition Medium (50%) Medium ($2-5B) Medium Medium Invest in software moat
Antitrust Scrutiny Low (15%) Low ($1-2B) Low Low Proactive compliance
KEY
Primary Risk Supply chain concentration (TSMC CoWoS)
Secondary Risk Hyperscaler disintermediation (custom ASICs)
Regulatory Risk US export controls (China market access)

Market Risk
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