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Company Description
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Overview of  the semiconductor manufacturer process Operating Segments Breakdown

Key Information

Semiconductor fabrication

Applied Global Services

Manufactures equipment, services, and 

software

Produces OLED displays

Display and Adjacent Markets

Semiconductor Systems

73%

23%

4%

Q3’23 Revenue Breakdown

Semiconductor Systems Applied Global Services

Display &Adjacent Markets

Applied Materials is an equipment, services, and software manufacturer for semiconductor industry that produces equipment that optimizes the manufacturing 

of  semiconductors and is a global leader in nanomanufacturing technology solutions

Gather Silicon, 
Dopants, and 

Chemicals

Wafer Manufacturing 
and Photolithography

Equipment sold 
to Chipmakers

Production of  
Semiconductors

Delivery to 
Consumers

Current Share Price                        $149.36

52 Week Range                        $93.68 - $157.76

Market Cap.                             $124.9 B

Enterprise Value                          $123.8 B

Founded                                   1967

IPO                                October 1972



Semiconductor Industry 
Industry Trends U.S and China Semiconductor Cold War

Semiconductor Industry Outlook Competitors

Geopolitical Tension

U.S. and China engaging in competition for dominance for 

semiconductor leads to sanction on China's semiconductor production

Manufacturing

Moore's law drives complexity of semiconductor chips is driving 

the adoption of 3D packaging and packing technology

Semiconductor processes

Emphasis on Chiplet architecture, manufacturing automation, 

and advanced packaging technologies

Fueled by security concerns, the U.S.-China chip cold war escalated 

from export controls to broader sanctions

April 2021: April: The U.S. Senate passes the Endless Frontier Act, which would provide 

$52 billion in funding for semiconductor research and development in the U.S.

February 2022: The U.S. government blacklisted seven Chinese entities, including 

Semiconductor Manufacturing International Corporation removing access to U.S. tech

October 2023: The U.S. government extended export waivers for six months, allowing 

South Korean and Taiwanese chipmakers to supply China with American technology

$625
$673

$748
$822

$885
$933

$1,015
$1,093

$1,189

$1,308

$0

$200

$400

$600

$800

$1,000

$1,200

$1,400

2023 2024E 2025E 2026E 2027E 2028E 2029E 2030E 2031E 2032E

In
 B

ill
io

n
s 

U
S
D

 (
$)

CAGR 2023-2032: 8.82%



Investment Thesis

Due to the Chips race between China and the U.S., Applied Materials is well positioned to deliver semiconductor equipment to chip producers and capitalize on 

the Chips and Science Act as the leading U.S. semiconductor equipment manufacturer

Given the leading market 

share and dominance 

domestically, Applied Materials 

will be the forefront of  chip 

innovation in the 

semiconductor race

Applied maintains a strong 

financial positioning during 

volatility and geopolitical 

tensions through diversified 

products and strong global 

demand

Being the largest chip 

equipment manufacturer, 

Applied Materials is able to 

consistently increase their 

earnings and stabilize their 

cash flow

Overlooked & 

Undervalued

Leading Market 

Size

Positive Industry 

Tailwinds

U.S and China 

Cold War

With a large concentration 

in equipment manufacturer 

and priority in research, 

Applied is best positioned to 

receive government 

funding



Forward Looking Strategy
Key Drivers Applied Material Geographic Breakdown

Dual Customer Base U.S and China trade war slows Revenue Growth

72.90%

21.50%

5.16%

0.44%

United States

China

Korea

Taiwan

1
As a leader in semiconductor equipment, Applied is well 

positioned to serve China’s goal of  becoming self  sufficient 

2

3

Production of  EUV Lithography in early 2024 allows Applied to 

compete more effectively with other EUV provides such as ASML

Rise of  end market drivers, AI, loT, 5G network, data centers, and 

electronics will keep strong demand for semiconductors production

Segmented Revenue ($ in millions)
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Applied Material’s 

Customer Base

Being the forefront of  Semiconductor Equipments, Applied Material is able to leverage 

dual costumer base despite the U.S. Sanction on China importing Semiconductors



Tailwinds Accelerating Semiconductor Production

The CHIPS and Science 

Act of  2022

Congress provided $53 B in funding 

for semiconductor manufacturing to 

boost domestic semiconductor 

manufacturing to compete against 

China

Increased competition in producing 

more transistors onto a chip comes 

advances in semiconductor 

manufacturing technology, EUV 

lithography, and the usage of  more 

sophisticated manufacturing 

processes and equipment

Trade war will result in U.S. 

government support to increase 

innovation as U.S and Chinee 

companies race for tech 

developments

U.S and China Trade War Moore's Law
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Impact of  US and China Chips War

5 December 2022: The U.S. adds Chinese 

memory chip maker YMTC and dozens of 

other Chinese firms to its trade blacklist

6

1 March 2021: Due to the Russia and Urkaine 

Conflict, Applied Materials 

suspended  equipment shipments to Russia

2 June 8, 2022: China retaliates to 

the US export controls by announcing 

new tariffs on semiconductors

3 4 August 2022: Congress passed the 

CHIPS and Science Act to help jump-

start  production of advanced semiconductors

6
October 2023: The US Department of 

Commerce announces new export controls 

on semiconductor equipment to China

8
September 2023: Huaweri succeeds in 

producing a 7mm processor, alarming the 

U.S. to cut off their hardware and software

Applied Materials Annotated 2-Year Share Price Performance 

($)

May 2022: The US announced new export 

restrictions on China, making it difficult for 

Applied Materials to sell its equipment

March 2023: US President Joe Biden 

banned US companies from exporting 

semiconductor to China without a license
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Valuation
Football Field Valuation Weight

Sensitivity Analysis

Target Price

$170

0.00 50.00 100.00 150.00 200.00 250.00 300.00 350.00

FWD 2024 EV/Revenue

FWD 2024 EV/EBITDA

FWD 2024 EV/EBIT

FWD 2024 P/E

DCF GG

DCF MM

52 Week Range

Current Price

$148.06

Target: $170

Method Weight

DCF GG 25%

DCF MM 25%

Comparable 50%

DCF GG

DCF MM

Comparables



AMAT’s dominance in fab equipment could 

be eroded through increase competition 

from Chinese manufactures

Huawei and SMIC development of 7nm 

semiconductor and usage of legacy chips 

may result in China becoming self-reliant

The US-China trade war could lead to a 

decrease in reliance for AMAT's lithography 

and chip designer due to sanctions

China’s inability to access EUV lithography 

equipment and proper equipment prevents 

them to develop 7nm at scale 

Applied Materials will be investing in 

research and development to maintain its 

technological leadership through 

government backing

CHIPS Act provides financial incentives to 

build fabs in U.S. and outside of China to 

offset potential lost revenue from China
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Thank You!

Questions?



Appendix A: Model Cover



Appendix B: Income Statement



Appendix C: Balance Sheet



Appendix D: Cash Flow Statement



Appendix E: Revenue Build



Appendix F: Cost Build



Appendix G: WACC



Appendix H: DCF (Part 1)



Appendix J: DCF (Part 2)



Appendix K: Working Capital



Appendix L: Comparable Companies (Part 1)



Appendix N: Comparable Companies (Part 2)



Appendix M
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