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PART I — EXECUTIVE SUMMARY

Investment Thesis: Broadcom Inc. (AVGO) has achieved a structural position that very few technology enterprises
reach in a generation: simultaneous dominance in the physical infrastructure of AI computation and the software
stack that manages it. With six confirmed hyperscale XPU customers, a confirmed "line of sight" to >$100B in AI
chip revenue by FY2027, VMware integration generating 93% gross margins and 19% ARR growth, and Moody's
upgrading the balance sheet to A3 Positive, the thesis has materially upgraded since Q4 FY2025. The central
tension: at ~30x NTM P/E and ~$2T market cap, every pillar must execute simultaneously. This report examines
whether the multiple is earned.

KEY METRICS AT A GLANCE

Metric Value Commentary

Q1 FY2026 Revenue $19,311M (+29% YoY) Record quarterly revenue; 8th consecutive beat

Q1 AI Semiconductor Revenue $8,400M (+106% YoY) Exceeds all prior management forecasts

Q2 FY2026 Revenue Guidance ~$22,000M (+47% YoY) Highest revenue guide in company history

Q2 AI Semiconductor Guide ~$10,700M (+~140% YoY) Networking rising to ~40% of AI mix

FY2027 AI Revenue Target >$100B (chip revenue) Hock Tan: "line of sight" — March 4, 2026

Non-GAAP Diluted EPS (Q1) $2.05 (beat $2.03 consensus) GAAP EPS $1.50; 4.74B diluted shares (post-split)

Adjusted EBITDA (Q1) $13,128M (68% margin) Best-in-class operating leverage

Free Cash Flow (Q1) $8,010M (41% FCF margin) Supports $10.9B quarterly capital return

VMware ARR Growth +19% YoY Software gross margin 93%; op. margin 78%

Market Cap (May 30, 2026) ~$2.10 trillion ATH intraday $448.88 (May 29, 2026)

Net Debt / Adj. EBITDA ~1.0x (computed) Net debt ~$51.9B; Credit: A3/A−/BBB+ (all Positive)

Short Interest ~1.1–1.3% of float ~53M shares; 1.8–2.0 days to cover

NTM P/E ~33x (trailing ~81x) vs. NVDA ~25x; vs. QCOM ~13x

52-Week Range $234.90 – $448.88 YTD +23%; ATH $448.88 intraday May 29

What's priced in: At ~$446/share (~$2.1T cap, ~33x NTM P/E), the market already reflects full
execution of the >$100B FY2027 AI chip target and VMware ARR acceleration toward 25%+. What's
not priced: (1) AI networking mix reaching 50%+ of AI revenue, lifting blended margins; (2) China
VMware displacement beyond the ~17% FY2025 base; (3) OpenAI XPU slipping to FY2028. The
multiple demands flawless execution — Broadcom's track record makes that the base case, not the bull
case.
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12-MONTH

Hold / Accumulate
on Dips

3-YEAR

Strong
Structural Long

5-YEAR

Foundational
Enterprise Position

Accumulate on any correction of 15%+ to the $350–$370 band. Fresh money at $420+ is paying a full
premium for optionality already reflected in consensus estimates. The 3-year and 5-year cases are the
high-conviction frames: Broadcom compounds free cash flow at 40%+ margins through AI
infrastructure cycles that have no visible end date.

IU CONVICTION FRAMEWORK — RATIONALE BY TIME HORIZON

Time
Horizon IU Verdict Rationale Entry / Action Signal

12-Month
(Tactical)

Hold /
Accumulate on
Dips

At ~$446 (~33x NTM P/E), the stock prices near-perfect Q2
execution and FY2027 $100B AI chip delivery. A
guide-in-line result without upward revision carries
sell-the-news risk of −3–8%. No fresh deployment at current
levels; reserve capital for corrections.

Accumulate below $410–$420;
trim toward $510+ after
beat-plus-raise

3-Year
(Structural)

Strong Structural
Long

The $73B AI backlog, six confirmed XPU customers, and
VMware ARR compounding at 19%+ YoY create a
multi-year revenue floor with expanding FCF margins. By
FY2028, Broadcom is likely generating >$15B quarterly
FCF — a level that self-funds buybacks, dividends, and
continued R&D with no external capital required.

Hold full position; add on any
>15% drawdown; no trim until
>$550

5-Year
(Enterprise)

Foundational
Enterprise
Position

Broadcom is building the indispensable physical layer of the
AI economy. Custom silicon lock-in spans 5–8-year design
cycles; VMware has 9 of 10 top Fortune 500 committed to
VCF. At a 5-year horizon, the compounding of AI hardware
× software annuity × capital return is the thesis — not any
single earnings print.

Core holding; measured by FCF
CAGR; not by quarterly beats
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Q2 FY2026 GUIDANCE — RECORD QUARTER IN PROGRESS

Management guidance issued March 4, 2026 for the quarter ending May 3, 2026:

Q2 FY2026 Guidance Item Guidance YoY Growth IU Commentary

Total Revenue ~$22,000M +47% YoY Highest quarterly revenue in Broadcom history

AI Semiconductor Revenue ~$10,700M +~140% YoY Networking rising to ~40% of AI mix

Non-AI Semiconductor ~$4,100M +~0–4% YoY Cyclical recovery; enterprise refresh beginning

Infrastructure Software ~$7,200M +9% YoY First meaningful acceleration since VMware close

Adj. EBITDA Margin
~68% of
revenue

Flat YoY Software mix stabilizing margin floor

Non-GAAP Tax Rate ~16.5% — Full-year FY2026 guidance maintained

KEY MONITORING TRIGGERS

Trigger Threshold IU Action if Breached

VMware ARR growth deceleration <15% YoY Thesis reassessment; reduce position to core sizing

AI semiconductor revenue miss >10% below guidance Evaluate if $100B FY2027 target remains achievable

China revenue / VMware churn
escalation

ARR impact >$500M
quarter

Monitor for systematic mid-market displacement

Gross margin compression Below 76% sustained AI silicon mix headwind exceeding software offset

Management credibility event
Guidance withdrawal or
restatement

Full exit; thesis predicated on execution track record

New XPU customer addition
Any named beyond
current 6+2

Bull trigger; expand position toward $550+ target
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PRE-EARNINGS PREVIEW — Q2 FY2026  |  JUNE 3, 2026

Earnings Date: Broadcom (AVGO) reports Q2 FY2026 results on June 3, 2026, after market close. Conference call:
2:00 PM PT / 5:00 PM ET. Quarter ended May 3, 2026. Management guided $22.0B in revenue (+47% YoY) and
$10.7B in AI semiconductor revenue (+140% YoY) on the March 4 Q1 call. Polymarket assigns a 97.1%
probability of an earnings beat. IU framing: the question is not whether Broadcom beats — it almost certainly will
— but by how much, and whether Hock Tan raises full-year AI revenue framing toward the $100B FY2027 target.

CURRENT MARKET SNAPSHOT  (May 30, 2026)

Metric Value vs. Report Date (Apr 26)

Share Price ~$446 +6.2% vs. ~$420

Market Capitalization ~$2.1 trillion Up ~$100B

52-Week Range $234.90 – $448.88 New ATH $448.88 intraday May 29

YTD Return +23–24% vs. +21.4% at prior report date

Trailing P/E (TTM) ~81–83x Re-rated higher on AI revenue ramp

Avg. Analyst Price Target $469–$475 Up from ~$443–$465 at April 26

Analyst Ratings (42 firms)
35 Strong Buy / 3 Moderate Buy / 4
Hold

0 Sell; consensus unchanged

Q2 FY2026 EPS Consensus $2.39 Non-GAAP diluted; ~4.74B shares

FY2026 EPS Consensus $9.95 +76.7% YoY from $5.63 in FY2025

FY2027 EPS Consensus $16.32 +64% YoY; anchored on $100B AI target

FY2026 Revenue Consensus ~$94.7B Full-year; implies strong H2 ramp

Q2 FY2026 GUIDANCE vs. STREET CONSENSUS

The Q2 guidance issued on March 4, 2026 was materially above street consensus at the time. Heading
into the June 3 print, the consensus has converged toward the guidance midpoint — meaning a simple
guide-in-line result is now priced in, and the market is looking for an upside surprise.

Line Item Mgmt. Guidance Street Consensus IU Commentary

Total Revenue ~$22.0B ~$22.0B Consensus has closed the gap; beat requires >$22.2B

AI Semiconductor Revenue ~$10.7B ~$10.7B Upside if networking mix exceeds 40% of AI

Non-AI Semiconductor ~$4.1B ~$4.1B Cyclical recovery on track; limited surprise

Infrastructure Software ~$7.2B ~$7.2B First >$7B print; ARR growth is the key metric

Adj. EBITDA Margin ~68% ~68% Stable; software mix sustaining margin floor
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Line Item Mgmt. Guidance Street Consensus IU Commentary

Non-GAAP EPS Not guided $2.39 Implied by consensus; Q1 was $2.05 (+28% YoY)

Gross Margin ~77% ~77% Flat sequential; silicon mix headwind contained

KEY DEVELOPMENTS SINCE APRIL 26, 2026

Date Development IU Significance

Q1 FY2026
call (Mar 4)

Apple confirmed as XPU customer
BULL: Adds the world's most valuable company to the roster;
Apple's own silicon ambitions extend to AI inference at scale

Mar 4, 2026

Named XPU roster now includes Apple,
Google, Meta, Anthropic, OpenAI + 2
unnamed; ByteDance and Fujitsu reported by
analysts

BULL: Confirms 8 customers vs. 6 at prior report; $73B AI backlog
disclosed

Mar 4, 2026
Tomahawk 6 entered volume production; AI
networking guided to 40% of AI mix in Q2

BULL: Ahead of Nvidia Spectrum-X CPO by 12–18 months;
networking margin accretive

Mar 24, 2026
US Department of Defense signed VMware
Cloud Foundation deal

BULL: Government sector VMware adoption — de-risks enterprise
churn narrative

Apr 2026
Google TPU agreement extended through
2031; Meta committed >1 GW MTIA chips

BULL: Multi-year visibility extended; Meta gigawatt commitment
anchors $100B FY2027 frame

May 5, 2026
VCF 9.1 released — AI-focused production
inferencing; makes XPUs/TPUs easier to
deploy in enterprise private clouds

BULL: Software segment directly enabling AI silicon revenue;
VMware and chip segments are now symbiotic

May 19,
2026

LSEG (London Stock Exchange Group)
renewed 5-year VMware Cloud Foundation
contract

BULL: Major financial institution commitment; counters
mid-market churn narrative

Apr–May
2026

Marvell confirmed multi-billion acquisition of
Celestial AI (optical interconnects)

WATCH: Competitive intelligence — Marvell expanding into
optical/networking space; not yet a direct XPU threat but signals
intent

WHAT TO WATCH ON JUNE 3

Priority Metric / Item Beat Signal Miss Signal

#1
AI semiconductor revenue
vs. $10.7B guide

>$11.2B (+5%); confirms FY2027 $100B
trajectory

<$10.5B; raises questions on H2 ramp pace

#2
Q3 FY2026 / Full-year
revenue guidance

Full-year raised above $45B H2 run-rate
Guide-in-line with no raise = sell-the-news
risk

#3
AI networking mix
(guided ~40% of AI)

>42% confirms Ethernet vs. InfiniBand
thesis

<38% suggests GPU cluster Ethernet share at
risk

#4
VMware ARR growth vs.
19% target

>21% YoY signals subscription conversion
accelerating

<17% triggers thesis reassessment per IU
monitor

#5
Gross margin vs. ~77%
guidance

Flat or above — silicon mix headwind
absorbed

<76% signals AI hardware margin
compression
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Priority Metric / Item Beat Signal Miss Signal

#6
$100B FY2027 color from
Hock Tan

Upgraded target or new customer addition Silence or qualification on the number

#7
Buyback program
progress

>$5B repurchased Q2 signals balance sheet
confidence

Slowdown in buyback pace without
explanation

#8
China / ByteDance
commentary

Explicit disclosure that China revenue held
stable

Any acknowledgement of VMware
displacement accelerating

SCENARIO OUTCOMES — STOCK REACTION ESTIMATES

Scenario Trigger Conditions Est. Stock
Reaction IU Action

BEAT + RAISE
(Bull)

Revenue >$22.5B; AI semi >$11.2B; FY2026
guidance raised; Tan reaffirms $100B+
FY2027

+8–15%
($480–$515) HOLD at new level; trim toward $510+

BEAT + IN-LINE
(Base)

Revenue $22.0–22.3B; AI semi
~$10.7–11.0B; Q3 guidance in line with
consensus

+2–6%
($455–$475)

HOLD; accumulate on any pullback to
$440–$450

IN-LINE +
CAUTIOUS
(Neutral)

Revenue meets guide; AI semi at low end;
management cautious on China / networking
mix

-3–8%
($410–$435)

HOLD; add selectively if dip >10% to
$400–$410

MISS OR GUIDE
DOWN (Bear)

Revenue <$21.8B; AI semi miss; guidance
cut; China commentary negative

-12–20%
($355–$395)

ACCUMULATE: thesis intact; dip to
$350–$380 is conviction entry zone

Stock reaction estimates based on historical AVGO earnings move distribution (avg. ±2.1% post-earnings over past 8 quarters) scaled to current
valuation and the beat-vs-raise configuration. At ~$446 and ~81x trailing P/E, a beat-plus-raise delivers above-average upside while a miss carries

outsized downside relative to peer semis. IU base case: Beat + In-Line at 55% probability, consistent with prior scenario table.

IU Pre-Earnings Positioning: AVGO at ~$446 sits above the $420–$470 "Hold / Trim on Strength"
band defined in the Three-Horizon section. The stock is 7.2% above fair-value base case ($477
intrinsic) and within 0.4% of the all-time high ($448.88, May 29, 2026). Fresh deployment at current
levels is not recommended. The earnings catalyst could expand the accumulate zone — a guide-down
scenario putting the stock in the $350–$380 conviction entry range would be the highest-quality entry
point in 12 months.
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PART II — COMPETITIVE MOAT ANALYSIS

1. The Dual-Moat Architecture

Broadcom's investment case rests on a structural proposition that few technology enterprises achieve
in a generation: simultaneous dominance in the physical infrastructure of computation and the
software stack that manages it. Where most semiconductor companies must choose between
manufacturing leverage and software recurring revenue, Broadcom has engineered a model that
compounds both. In Q1 FY2026, this compounding is accelerating: AI semiconductor revenue
growing 106% YoY while the software segment delivers 93% gross margins. These are not
complementary businesses — they are synergistic in cash flow profile, with the high-margin VMware
annuity funding the aggressive capital return program that sustains the stock's premium multiple.

2. Porter's Five Forces Assessment

Force Intensity (1=Low /
5=High) Direction Key Factor

Threat of New Entrants 1 / 5 Declining
5–8+ year design cycle for custom XPUs; HBM/wafer capacity
pre-committed through 2028

Supplier Power 2 / 5 Stable
TSMC leading-edge capacity is constrained; Broadcom has
secured allocation through 2028

Buyer Power 2 / 5 Stable
Each hyperscaler XPU contract spans 5–8 years; switching
requires full silicon redesign

Threat of Substitutes 1 / 5 Declining
Merchant silicon (NVDA/AMD GPUs) cannot replicate custom
XPU efficiency; Ethernet moat deepening

Competitive Rivalry 2 / 5
Improving
for
Broadcom

Marvell is the only credible XPU challenger; wins limited to
Azure Maia; networking remains AVGO-dominant

3. Moat Dimensions

Custom Silicon IP (Extremely Wide): SerDes, packaging, and memory interface IP embedded in each XPU
generation cannot be transferred. Switching cost is technological, not contractual. Google's TPU v7 (Ironwood)
extends through 2031.

Open Ethernet Leadership (Wide): Tomahawk 6 at 102.4 Tbps achieved mass production 12–18 months ahead of
Nvidia's CPO-enhanced Spectrum-X. Ultra Ethernet Consortium membership transforms a proprietary moat into an
industry standard.

VMware Regulatory/Contractual Lock-in (Wide): 9 of 10 top Fortune 500 committed to VCF; 100M+ licensed
cores; 2–4 year re-qualification required for any platform change. 87% of top-10,000 customers adopted VCF.
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Government Relationships & Supply Chain (Moderate→Wide): No formal defense contracts, but hyperscaler
relationships (all US-domiciled) insulate AI revenue from BIS/export-control exposure. Wafer/HBM supply
secured 2026–2028 through direct TSMC capacity commitments.

Scale / Cost Advantage (Moderate): $19.3B quarterly revenue base and 41% FCF margin create a flywheel: excess
cash funds $10.9B quarterly capital return while maintaining R&D investment pace that competitors cannot match
at comparable scale.

4. Peer Comparison Matrix

Attribute AVGO
(Broadcom)

MRVL
(Marvell)

NVDA
(Nvidia)

QCOM
(Qualcomm) INTC (Intel) AMD (Adv.

Micro)

Custom XPU at scale
YES — 6
hyperscalers

YES — Azure
Maia

GPU
(merchant)

No No
GPU
(merchant)

Open Ethernet
leadership

YES — TH6 CPO
Yes —
networking

InfiniBand
only

No No No

Enterprise software
annuity

YES — $6.8B/qtr
VMware

No No Licensing No No

NTM P/E ~30x ~41x ~25x ~13x ~97x ~52x

NTM EV/Revenue ~20.6x ~13.3x ~13.4x ~3.6x ~7.5x ~12x

FCF yield ~1.5% ~1.0% ~1.9% ~8.1% NM/neg ~1.2%

Dividend yield ~0.62% ~0.15% ~0.02% ~2.47%
Suspended
(Q3 2024)

None (never
declared)

Moody's credit rating A3 Positive Baa3 Aaa/Aa1 A3 Ba1/NR NR

Source: StockAnalysis.com, Yahoo Finance, Moody's — all figures as of April 24–25, 2026. AVGO NTM figures reflect FY ending Oct 2026
consensus.
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PART III — THE XPU ROADMAP — SIX KINGDOMS OF CUSTOM SILICON

Broadcom's custom ASIC program — the XPU franchise — represents the highest-conviction
competitive moat in the portfolio. On the Q1 FY2026 earnings call (March 4, 2026), CEO Hock Tan
confirmed six hyperscale XPU customers in active engagement — four named on the call: Google,
Meta, Anthropic, and OpenAI — plus two unnamed. Apple was independently confirmed as an XPU
customer at the same earnings event. ByteDance and Fujitsu have been identified by analyst sources
but have not been confirmed by Broadcom management. The table below clearly identifies the
confirmation basis for each relationship. Unlike merchant silicon, each XPU design embeds
Broadcom's SerDes, advanced packaging, and memory interface IP — making switching cost
technological, not contractual. Supply chain (T-glass, HBM, substrates, wafers) is secured through
2028.

5. XPU Partnership Map — Confirmed & Analyst-Reported

Partner Program Generation / Status Commitm
ent

GW Scale
(2027E)

Revenue
Timing Basis

Google
(Alphabet)

TPU —
"Ironwood"
v7

GA at Google Cloud Next
Apr 2026; v8 "Sunfish"
sampling 2027 (TSMC
2nm)

Through
2031

~3.5 GW
(Anthropic
rack)

Current /
ongoing

Mgmt. confirmed —
Q1 FY2026 call

Meta
Platforms

MTIA
(Training +
Inference)

Volume shipments;
extended Apr 14, 2026

Through
2029

>1 GW in
2027

Current /
ongoing

Mgmt. confirmed —
Q1 FY2026 call

Anthropic
Custom TPU
racks (v7
Ironwood)

Confirmed $21B order Dec
2025; 1 GW 2026

Multi-year
>3 GW in
2027

NOW —
accelerating

Mgmt. confirmed —
Q1 FY2026 call

OpenAI
First-gen XPU
(TSMC 3nm
class)

Design finalized; volume
2027

10 GW
total
multi-year

>1 GW in
2027

H2 2027
first revenue

Mgmt. confirmed —
Q1 FY2026 call

Apple Inc.

Custom
silicon
(server-side
AI inference)

Confirmed at Q1 FY2026
earnings call; ramping
FY2026

Multi-year
Undisclose
d

FY2026 —
first revenue

Mgmt. confirmed —
Q1 FY2026 call

ByteDance
Custom AI
accelerator

Analyst-reported; not
confirmed by management;
volume FY2026

Multi-year
Undisclose
d

FY2026 —
watch China
risk

Analyst est. only

Fujitsu
Custom
HPC/AI
accelerator

Analyst-reported; not
confirmed by management;
sampling 2026

Multi-year
Undisclose
d

FY2026–FY
2027

Analyst est. only

Basis key: Mgmt. confirmed = named or acknowledged directly by Broadcom CEO Hock Tan on the Q1 FY2026 earnings call (March 4, 2026).
Analyst est. only = reported by sell-side or trade press; not confirmed by Broadcom management. $73B AI backlog disclosed Q1 FY2026. Sources:
Broadcom Q1 FY2026 Earnings Call; CNBC; Digitimes Mar 5, 2026; Globe and Mail Apr 14, 2026; IBTimes May 2026; Tom's Hardware May 2026.



INTERMARKET DIGEST NEWSLETTER BROADCOM INC. (AVGO)  |  APR 26, 2026  ·  UPDATED MAY 30, 2026

Confidential — For Qualified Investors Only Page 12

6. The FY2027 >$100B Target — How Realistic?

Hock Tan, Q1 FY2026 call (March 4, 2026): "Today, in fact, we have line of sight to achieve AI revenue from
chips, just chips, in excess of $100 billion in 2027." In Q&A with Bernstein's Stacy Rasgon, Tan validated the
~$20B/GW math and confirmed ~10 GW of deployable capacity in FY2027 across the six-customer roster. This
replaces and materially exceeds the prior $60–90B FY2027 SAM frame (which assumed three customers). Sell-side
has largely accepted the target: KeyBanc raised PT to $500; Evercore (street-high $582) anchors on XPU volume
acceleration.

Scenario AI Revenue FY2027E Implied AVGO Stock Probability (IU Est.)

Bull: 8 named XPUs at full scale; networking 45%+
of AI mix; Apple ramp beats

>$120B $550–$625 20%

Base: Google/Meta/Anthropic on plan; OpenAI 6
months late; Apple modest

$95–110B $460–$510 55%

Bear: China export escalation; OpenAI slips to
FY2028; VMware churn >15%

$60–75B $340–$380 25%

IU scenario probabilities are proprietary estimates. Price targets calibrated to 29x NTM P/E on scenario-adjusted FY2027 EPS. Not investment
advice.
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PART IV — NETWORKING COMPETITIVE MOATS

7. Tomahawk 6 — The 102.4 Tbps Era

As AI training clusters scale from thousands to hundreds of thousands of accelerators, the interconnect
fabric determines whether the hardware investment is efficiently utilized. In 2025, Broadcom
launched Tomahawk 6 (TH6 / "Davisson") — a single ASIC delivering 102.4 Tbps via 512 SerDes
lanes at 200Gbps PAM4, doubling Tomahawk 5's bandwidth. Two innovations are decisive for the
investment thesis:

Scale-Up Ethernet (SUE): Repositions Ethernet from rack-to-rack "scale-out" to within-rack "scale-up" —
competing with Nvidia's NVLink for clusters up to 512 XPUs. Enables low-latency, high-bandwidth memory
coherency required for the most demanding LLM training tasks.

Cognitive Routing 2.0: Dynamic congestion control via telemetry eliminates packet loss and maximizes GPU
utilization. Broadcom reports >10% AI job completion time improvement versus conventional Ethernet —
translating directly into reduced GPU-hour costs for hyperscalers.

8. Co-Packaged Optics — Mass Production Achieved

At 200G+ data rates, pluggable optical modules face fundamental power and signal integrity
constraints. Broadcom's Co-Packaged Optics (CPO) integrates optical engines directly onto the switch
substrate via TSMC's COUPE 3D stacking, achieving a 70% reduction in interconnect power
consumption. For hyperscalers building 10-gigawatt data centers — where power and cooling
dominate long-term OPEX — this differential compounds into hundreds of millions annually.
Broadcom achieved mass production on its "Bailly" and "Davisson" platforms. Nvidia's
CPO-enhanced Spectrum-X is expected in late 2026: the lead-time advantage is approximately 12–18
months.
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9. Ethernet vs. InfiniBand — The Strategic Battleground

Feature Broadcom Ethernet (TH6) Nvidia InfiniBand
(Quantum-X) Broadcom Position

Aggregate bandwidth 102.4 Tbps (single ASIC) 115.2 Tbps (appliance) Comparable; TH7 (~200 Tbps) targets 2027

Architecture Open, multi-vendor (UEC)
Proprietary, vertically
integrated

ADVANTAGE: vendor flexibility

Power efficiency <2 pJ/bit with CPO Higher (standard optics) ADVANTAGE: 70% CPO power reduction

GPU cluster scale Up to 128,000 (2-tier) Optimized for smaller pods ADVANTAGE: hyperscale alignment

NIC vs. DPU power
Thor Ultra: 60–67% less than
BlueField

BlueField DPU (baseline)
ADVANTAGE: $100M+ OPEX savings per
10 GW

CPO mass production
Achieved ("Bailly" +
"Davisson")

Expected late 2026 ADVANTAGE: 12–18 month lead

Ecosystem
Ultra Ethernet Consortium
(founding member)

Closed Nvidia ecosystem ADVANTAGE: becomes industry standard

The NVLink Threat — UEC Timeline & Vertical Stack Risk

The central bear case for Broadcom's networking franchise is not a bandwidth failure — it is vertical
lock-in. Nvidia's NVLink fabric enables within-rack (scale-up) GPU connectivity at bandwidths that
currently exceed TH6 for dense NVIDIA pod configurations. If hyperscalers adopt NVLink for
intra-rack AI training, Broadcom's merchant TAM is ceded at the highest-value layer of the stack. The
key distinction: this risk applies only to NVIDIA GPU clusters — not to XPU deployments (Google
TPU, Meta MTIA, etc.), which are custom silicon architectures where NVLink is architecturally
irrelevant.

Dimension Broadcom / UEC Nvidia NVLink IU Risk Assessment

Scale-out
(rack-to-rack)

Dominant — TH6/TH7 roadmap;
UEC founding member; open
standard

InfiniBand (Quantum-X); losing
share in new Ethernet-based
builds

LOW: Broadcom wins this layer
regardless of NVLink adoption

Scale-up
(within-rack)

Scale-Up Ethernet (SUE) via
TH6; targets pods ≤51.2K GPUs

NVLink 5.0 in GB200 NVL72:
1.8 Tb/s all-reduce; dominant in
NVDA dense pods

MEDIUM: NVLink wins dense
NVIDIA GPU pods; AVGO wins in
XPU/non-NVDA clusters

UEC Spec Timeline
UEC 1.0 published 2024;
transport ratification 2025;
production H2 2026

Not a UEC member; closed
vertical stack

WATCH: UEC must reach production
by H2 2026 to capture FY2027 XPU
cluster spend

Net IU Conclusion

Confirmed XPU customers
(Google, Meta, Anthropic,
OpenAI, Apple) run custom
silicon — NVLink is not a factor
in their interconnect decisions

NVLink TAM confined to
NVIDIA GPU cluster
deployments

LOW overall: XPU-native clusters
insulate AVGO from NVLink lock-in;
monitor UEC timeline

IU conclusion: NVLink is real but bounded. Broadcom's Ethernet TAM risk is concentrated in third-party NVIDIA GPU clusters — not its XPU
franchise. The UEC production gate (H2 2026) is the critical watchpoint.
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PART V — VMWARE INTEGRATION — $61 BILLION, DELIVERED

Broadcom's $61 billion acquisition of VMware (closed November 2023) has reached operational
steady-state as of Q1 FY2026. Hock Tan's "ruthless prioritization" strategy — concentrating on
VMware Cloud Foundation (VCF) while divesting End-User Computing for $4B — has produced a
software segment with a profitability profile that rivals best-in-class pure-play SaaS franchises. The
FY2027 modeling question is whether 19% ARR growth is a floor or a ceiling.

10. Financial Synergies — Q1 FY2026

Metric Q1 FY2026 YoY Change Significance

Infrastructure Software Revenue $6,796M +1% Deliberate mix shift to 100% subscription

Software Gross Margin 93% — Rare even among pure-play SaaS

Software Operating Margin 78% +190 bps Expanding on scale + subscription conversion

VMware ARR Growth +19% YoY — Subscription base conversion accelerating

Revenue Model 100% Subscription — Perpetual licensing eliminated

VCF Licensed Cores >100 million — Stable recurring revenue floor

Fortune 500 Commitment 9 of top 10 — Enterprise lock-in; 87% of top-10K customers

Q1 TCV Booked >$9.2B — Backlog and pipeline healthy

11. VMware Integration Tax vs. Permanent Mix Shift

The central modeling debate for the software segment is whether the +1% headline revenue growth
reflects a temporary integration tax (subscription transition suppressing recognized revenue) or a
structural ceiling. IU's assessment: the 19% ARR growth and 93% gross margin argue forcefully for
the former. As deferred revenue converts to recognized revenue over the next 6–12 quarters, headline
software revenue growth should accelerate toward 10–15% — the true run-rate trajectory obscured by
accounting treatment of the subscription transition.

12. Customer Pricing Friction — Monitor, Not Thesis-Breaking

Risk Monitor: Enterprise customers have reported subscription cost increases of up to 400% post-acquisition.
Nutanix and Red Hat OpenShift are the primary mid-market beneficiaries of customer displeasure. However, churn
among the most strategic Fortune 500 accounts remains minimal — these are enterprises whose entire compute
infrastructure runs on vSphere/vSAN/NSX, and migration cost exceeds years of subscription savings. Broadcom's
track record in prior software acquisitions (CA Technologies, Symantec Enterprise) is consistent: initial friction,
then normalized retention. Monitor ARR growth deceleration below 15% as the trigger for thesis reassessment.
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Mid-Market Displacement — Nutanix, Red Hat & Azure VMware Solution

The primary competitive threat to VMware ARR is concentrated in the sub-1,000 VM mid-market,
where Broadcom's pricing increases (some customers report 3–4x cost increases post-acquisition)
have made competing platforms economically compelling. Three platforms are capturing displaced
VMware workloads:

Platform Value Proposition vs. VMware Disruption Evidence IU Assessment

Nutanix
(NTNX)

HCI alternative; AHV hypervisor
bundles compute + storage; flat-rate
licensing vs. VMware per-core
model

Nutanix FY2025 ACV bookings
+18% YoY; explicitly citing
VMware migration wins in
Q2–Q4 FY2025 earnings

Real but mid-market-confined: Nutanix
lacks NSX-equivalent SDN; limited
traction in Fortune 500 accounts that
anchor AVGO ARR

Red Hat
OpenShift /
KVM

Container-native; Kubernetes-first;
eliminates hypervisor licensing
layer; appeals to cloud-native and
AI/ML greenfield workloads

IBM Red Hat reporting
accelerated enterprise wins;
OpenShift runs on KVM,
bypassing VCF licensing entirely

Structural watch: platform-level shift,
not just hypervisor substitution; most
impactful for new AI/ML workloads
that bypass legacy VMware

Azure VMware
Solution (AVS)

Microsoft-hosted vSphere + NSX in
Azure; preserves VMware tools
while moving OPEX to cloud;
Broadcom earns license fee via
Microsoft

AVS growing — ironic hedge:
Broadcom retains revenue even
when enterprises migrate to
Azure

Positive for AVGO: AVS is a
revenue-sharing arrangement, not a
churn event; Microsoft pays Broadcom
a software license per AVS seat

IU verdict: Real, monitored, and bounded. Nutanix and Red Hat are capturing meaningful share in the
<500-VM segment where pricing friction is highest and switching costs are lowest. However, Fortune
500 accounts representing ~80%+ of VMware ARR are structurally locked in via NSX, vSAN, and
multi-thousand-node vSphere estates requiring 2–4 years and hundreds of millions to migrate. Azure
VMware Solution is the counterintuitive bright spot — AVS enterprises are paying Broadcom, not
leaving it. ARR deceleration below 15% YoY remains the IU thesis reassessment trigger.
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PART VI — FINANCIALS, VALUATION & THE MULTIPLE PROBLEM

13. Q1 FY2026 Income Statement — Primary Source
Source: Broadcom Q1 FY2026 8-K Ex 99.1 (SEC EDGAR, filed March 4, 2026). All share counts on post-split basis (10-for-1, July 15, 2024).

Line Item Q1 FY2026 Q1 FY2025 YoY
Change Significance

Total Revenue $19,311M $14,916M +29% Record quarter

Semiconductor Solutions $12,515M $8,212M +52% AI driving structural rerating

— AI Semiconductor $8,400M ~$4,100M +106% 67% of semi revenue

— Non-AI Semiconductor $4,115M ~$4,100M +0% Cyclical floor; Q2 recovery guided

Infrastructure Software $6,796M $6,704M +1% 19% ARR growth beneath headline

GAAP Gross Margin 68% 68% Flat Mix stable; Q2 non-GAAP 77%

GAAP Net Income $7,349M $5,503M +34% $2,176M SBC excluded non-GAAP

Non-GAAP Net Income $10,185M $7,823M +30% 53% non-GAAP net margin

GAAP Diluted EPS $1.50 $1.14 +32% Post-split; 4.74B diluted shares

Non-GAAP Diluted EPS $2.05 $1.60 +28% Beat consensus of $2.03

Adjusted EBITDA $13,128M $10,083M +30% 68% of revenue

Free Cash Flow $8,010M $6,013M +33% 41% FCF margin

14. Balance Sheet & Capital Structure (Feb 1, 2026)

Item Value Context

Cash & Equivalents $14,174M Substantial liquidity; supports $10B buyback program

Total Gross Debt $67,970M All senior unsecured; no convertible notes

Net Debt ~$53,796M Computed: gross debt minus cash

Net Debt / Adj. EBITDA ~1.0x Dramatically lower than post-VMware peak; within target range

Revolving Credit $7.5B undrawn Maturity Jan 13, 2030; $0 outstanding

Goodwill $97.8B VMware acquisition legacy; non-cash impairment risk flagged

Interest Coverage 7.9x Comfortable in 4.31% UST rate environment

Moody's / S&P / Fitch A3 / A− / BBB+ All Positive outlook; two-notch upgrade vs. 2024 expectations

15. Capital Allocation — Q1 FY2026 ($10.9B Returned)

Item Q1 FY2026 Detail

Quarterly Dividend $3,086M $0.65/share (post-split) — 15th consecutive annual increase
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Item Q1 FY2026 Detail

Share Repurchases $7,850M ~23M shares at ~$341/share average; $700M remaining prior auth

Total Capital Return $10,936M In a single quarter — exceeds most peers' annual buybacks

New Buyback Authorization $10,000M Board authorized through December 31, 2026

Annualized Dividend $2.60/share ~0.62% yield at $420; payout conservative at ~13% of non-GAAP EPS

16. Valuation — The Multiple Problem

Multiple AVGO Mega-Cap Tech
Avg. Semi Peers Avg. Premium vs. Semi Peers

NTM P/E ~30.2x ~28x (FAANG)
~29x (NVDA/AMD
blend)

Roughly at parity

EV / NTM EBITDA ~30x (est.) ~22x ~26x +15%

EV / NTM Revenue ~20.6x ~8x ~12x +70%

FCF Yield ~1.5% ~2.0% ~1.5% Comparable

Dividend Yield ~0.62% ~0.5% ~0.3% Premium

The core valuation question: Does AVGO deserve a revenue multiple of 20.6x — more than 5x the
semi-peer average? The answer depends entirely on whether Broadcom is properly classified as a
semiconductor company or as a dual-revenue compounder with a 30%+ software mix at 93% gross
margins. IU's view: the software premium is earned; the AI-revenue-growth premium is 75% earned
and 25% optionality. At current prices, there is limited room for execution disappointment.
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17. Wall Street Coverage Snapshot (April 2026)

Rating distribution (42 analysts, May 30, 2026): 35 Strong Buy · 3 Moderate Buy · 4 Hold · 0 Sell.
Average analyst price target: $469–$475 — implying ~5–10% upside from the ~$446 current price.
Street-high $582 (Evercore ISI, Mark Lipacis). Street-low $335 (DA Davidson, initiation Feb 13,
2026). Q2 FY2026 EPS consensus: $2.39 on ~4.74B diluted shares. FY2026 full-year EPS consensus:
$9.95 (+76.7% YoY).

Date Firm Action Rating Price Target Analyst

Mar 5, 2026 Evercore ISI Raise PT Outperform
$582 (STREET
HIGH)

Mark Lipacis

Mar 5, 2026 Truist Securities Raise PT Buy $545 William Stein

Mar 5, 2026 Cantor Fitzgerald Raise PT Overweight $525 C.J. Muse

Apr 2026 Bernstein (SocGen) Raise PT Outperform $525 Stacy Rasgon

Apr 15, 2026 JPMorgan Reiterate Overweight $500 Harlan Sur

Mar 5, 2026 Rosenblatt Raise PT Buy $500 Kevin Cassidy

Dec 12, 2025 KeyBanc Raise PT Overweight $500 John Vinh

Mar 5, 2026 Goldman Sachs Raise PT Buy $480 James Schneider

Apr 16, 2026 Mizuho Reiterate Outperform $480 Vijay Rakesh

Mar 6, 2026 Morgan Stanley Raise PT Overweight $470 Joseph Moore

Mar 5, 2026 Citi Raise PT Buy $475 Atif Malik

Apr 15, 2026 Wells Fargo Reiterate Overweight $430 Aaron Rakers

Mar 5, 2026 BofA Securities LOWER PT Buy (maintained) $450 (from $500) Vivek Arya

Mar 5, 2026 RBC Capital Raise PT
Sector Perform
(HOLD)

$360 Mitch Steves

Feb 13, 2026 DA Davidson Initiation Neutral (HOLD)
$335 (STREET
LOW)

Gil Luria

Apr 8, 2026 Seaport Research
DOWNGRA
DE

Neutral (from Buy) n/a —

Sources: Benzinga AVGO analyst ratings; TipRanks AVGO forecast; Investing.com analyst action stories; TheStreet.com — all retrieved April 25,
2026.
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PART VII — DCF VALUATION, WACC & SENSITIVITY ANALYSIS

This section presents a full DCF model, CAPM-derived WACC, and sensitivity analysis for
Broadcom (AVGO). All inputs are drawn from primary public disclosures (April 2026 vintage). Stage
1 (FY2026–FY2028) models the AI chip ramp at 47% CAGR; Stage 2 (FY2029–FY2035) normalizes
to single-digit growth. Base-case intrinsic value: $476.92/share. At the current ~$446 market price, the
stock trades at a 6.5% discount to intrinsic value — consistent with the IU Hold / Accumulate-on-Dips
recommendation.

A. WACC Derivation — CAPM Waterfall Build

Cost of Equity: Re = 4.31% + (1.24 × 5.5%) = 11.13%. After-tax cost of debt: 4.85% × (1 − 0.165) =
4.05%. Capital structure: Equity 96.8% / Debt 3.2%. Blended WACC: 10.91%.

CAPM / WACC Component Build
Risk-Free Rate (Rf) 4.31%

Beta x ERP (1.24 x 5.5%) +6.82%

= Cost of Equity (Re) 11.13%

After-tax Cost of Debt (Rd) 4.05%

WACC (96.8% Eq / 3.2% Debt) = 10.91%

0% 2% 4% 6% 8% 10% 12%

B. Multi-Stage DCF — Revenue & FCF Projections

Stage 1 (FY26–28): 47% CAGR from AI chip ramp + 19% VMware ARR growth; FCF margin held
at 42%. Stage 2 (FY29–35): growth moderates from 12% to 8%. Terminal value uses Gordon Growth
at WACC 10.91%, g=3.0%.
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Revenue & Free Cash Flow Projections  (FY2026–FY2035, $B)
STAGE 1: AI RAMP  (47% CAGR) STAGE 2: NORMALIZATION  (12→8% CAGR)

Revenue  Stage 1 Revenue  Stage 2

FCF  Stage 1 FCF  Stage 2

$0B

$50B

$100B

$150B

$200B

$250B

$300B

$350B

$400B

$104B

$44B

FY26

$158B

$67B

FY27

$233B

$98B

FY28

$261B

$110B

FY29

$289B

$121B

FY30

$312B

$131B

FY31

$332B

$139B

FY32

$350B

$147B

FY33

$365B

$153B

FY34

$378B

$159B

FY35

DCF Component Value Basis

Stage 1 PV (FY26–FY28) $151.8B 3-year FCF stream; WACC 10.91%

Stage 2 PV (FY29–FY35) $488.6B 7-year FCF stream; WACC 10.91%

Terminal Value PV $1,672.0B Gordon Growth: FCF/(WACC−g); g=3.0%

Enterprise Value $2,312.4B Sum of all discounted cash flows

Less: Net Debt (−$51.8B) $66.1B debt minus $14.2B cash

Equity Value / Share $476.92 4.74B diluted shares outstanding
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C. Sensitivity Analysis — WACC × Terminal Growth Rate

Intrinsic value per share across WACC and terminal growth scenarios. Green = >15% upside
(undervalued). Amber = 0–15% upside (fair value). Red = below ~$446 market price (overvalued).

Intrinsic Value Per Share ($)  —  WACC × Terminal Growth Rate Sensitivity

WACC \ TGR

2.5% 3.0%  (Base) 3.5%

9.9%  (Low Risk) $522
+17.1% vs. mkt

$568
+27.4% vs. mkt

$625
+40.2% vs. mkt

10.9%  (Base Case) $441
-1.1% vs. mkt

$477
+6.9% vs. mkt

$518
+16.2% vs. mkt

11.9%  (High Risk) $385
-13.6% vs. mkt

$413
-7.5% vs. mkt

$445
-0.2% vs. mkt

>15% upside — Undervalued 0-15% upside — Fair Value Below market — Overvalued

Base case ($476.92): 6.9% upside vs current ~$446 (May 30, 2026). IU accumulate zone: below ~$380. Bear case ($360) reflects the AI $100B
target slipping to FY2028.
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PART VIII — RISK FACTORS & THE BEAR CASE

18. The Balanced Bull / Bear Framing

THE BULL CASE THE BEAR CASE

• >$100B FY2027 AI chip revenue target supported by 6
confirmed hyperscale partners with multi-year binding
relationships

• Tomahawk 6 CPO mass production gives Broadcom 12–18
month Ethernet networking lead — a structural advantage
that persists beyond a single product cycle

• VMware generates 93% gross margin and $6.8B/quarter at
78% operating margin — a software annuity that provides
FCF floor through any AI spending pause

• $8.0B quarterly FCF at 41% margin self-funds $10.9B capital
return AND ongoing R&D; — simultaneously

• Moody's A3/Positive credit upgrade removes "VMware
overhang" discount; balance sheet now a clear strength

• ~1.1% short interest means no meaningful technical headwind;
25 Buy ratings vs. zero Sells

• ~30x NTM P/E requires simultaneous execution of every
growth pillar; a single miss (OpenAI slip, VMware churn
acceleration) = 20–25% drawdown

• China VMware exposure: "Delete A" directive targets
VMware specifically; ~17% China revenue in FY2025 with
no management commentary on risk quantification

• Customer concentration: top-5 end-customers = ~50% of
revenue per 10-Q; hyperscaler in-house silicon risk at
contract renewal

• Marvell Technology (MRVL) has secured Azure Maia win —
proof XPU market is not a monopoly; more Microsoft,
ByteDance wins would compress the $100B target

• BIS AI Diffusion Rule rescinded by Trump administration
(May 2025), but pre-existing chip controls remain; any
re-escalation toward networking chips would impair the open
Ethernet thesis directly

• EV/NTM Revenue of 20.6x = 5x+ the semiconductor peer
average; any multiple compression in a rate-rising
environment produces outsized drawdown vs. peers

19. What Has Already Been De-Risked

Risk Factor Status Resolution

VMware balance sheet stress RESOLVED Net debt/EBITDA ~1.0x; Moody's A3 Positive upgrade (2025)

BIS AI Diffusion Rule (Biden) RESCINDED
Trump admin rescinded May 13, 2025 — AI chip export regime reverts to
pre-Jan 2025 rules

XPU customer concentration (3) EXPANDED
Six customers confirmed Mar 2026; Anthropic $21B confirmed Dec 2025;
OpenAI added Mar 2026

CPO technical risk ACHIEVED Mass production on "Bailly" + "Davisson" 12–18 months ahead of Nvidia CPO

VMware perpetual-to-subscription
transition

COMPLETE 100% subscription as of FY2025; ARR now the correct growth metric

Post-split share price confusion RESOLVED 10-for-1 split July 15, 2024 fully reflected in all reported metrics

Credit rating / VMware deal
premium

RESOLVED
S&P A−, Moody's A3, Fitch BBB+ — all Positive outlook; investment-grade
stack secured

20. Geopolitical Risk — The China Exposure
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China Revenue Quantification (FY2025 10-K): China + Hong Kong = ~17% of net revenue (down from ~20%
FY2024, ~32% FY2023). The decline reflects the VMware mix shift (heavily US/EMEA-weighted) and tightening
semiconductor billings. Document 79 / "Delete A" (China SASAC, 2022; escalated January 2026) explicitly targets
VMware's virtualization and cloud management tools for replacement by H1 2026 in SOEs and government
agencies. Broadcom management provided zero specific commentary on China risk in the Q1 FY2026 prepared
remarks or Q&A — a deliberate omission that IU views as a yellow flag requiring monitoring. Shares fell ~5% on
January 19, 2026 when the directive became public. IU monitoring threshold: systematic mid-market ARR
displacement exceeding $500M impact per quarter is defined as the escalation trigger in the Key Monitoring
Triggers framework (page 5). Below that threshold, Delete A risk is bounded and priced into the current multiple.
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PART IX — THREE-HORIZON STRATEGIC POSITIONING

21. April 2026 → April 2027 — 12-Month Tactical View

POSITIONING: Hold / Accumulate on Dips

The next 12 months are milestone-rich but largely priced-in. Key catalysts: Q2 FY2026 earnings
(early June 2026) — the first $22B+ revenue quarter in Broadcom history; AI networking mix
guidance (watch for 40%+ of AI revenue confirming Tan's framework); OpenAI XPU first silicon
delivery (H2 2026 target); TPU v8 sampling at TSMC 2nm (late 2026); and VMware ARR growth
inflection toward 25%+ as subscription transition headwinds normalize.

At ~30x NTM P/E, a guide-in-line quarter generates minimal upside; a beat-plus-raise quarter
generates ~10–15% upside; a miss or guidance cut generates 20–30% downside. Risk-reward at
current levels favors patience over aggressive deployment.

22. 2026 → 2029 — 3-Year Structural View

POSITIONING: Strong Structural Long

Three factors converge to sustain AVGO's structural premium through 2029: (1) The AI hardware
replacement cycle is likely 3–4 years, meaning FY2026 XPU deployments generate upgrade revenue
in FY2029–2030 — a compounding dynamic not yet in consensus models. (2) VMware ARR at 19%
growth implies $9B+ annualized ARR by FY2028, approaching the valuation territory of standalone
SaaS franchises. (3) The Tomahawk roadmap (TH6 today → TH7 ~200 Tbps in 2027) extends
Broadcom's Ethernet leadership into the next cluster generation, when XPU deployment scales from
10 GW to 30+ GW.

Street consensus implies FY2027 non-GAAP EPS of $16.32 (+64% YoY) on full-year revenue of
~$155–175B. At 25x FY2027 P/E — conservative for a software-enhanced franchise — intrinsic
value approaches $408. At 30x (reflective of the current premium), fair value is ~$490. The bull case
($100B+ AI chips realized, 33x multiple held) implies $540–$580.
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23. 2026 → 2031 — 5-Year Enterprise Build View

POSITIONING: Foundational Enterprise Position

By 2031, assuming Broadcom executes on its current roadmap: AI semiconductor revenue above
$150B annually; VMware ARR approaching $15B; FCF margins sustained above 38%; and the
balance sheet approaching net-neutral as debt matures. At that scale, Broadcom's cash generation
capability — approaching $60–70B annually — would represent the largest industrial cash flow
machine outside of energy and banking. The 5-year thesis does not require multiple expansion; it
requires Broadcom to grow into its current valuation through earnings power.

24. Tactical Price Bands for Fresh Deployment

Price Band Implied Multiple (NTM
P/E) Signal IU Action

Below $350 <25x NTM P/E
Material valuation discount; China risk peak
or AI miss priced in

ACCUMULATE
AGGRESSIVELY

$350–$380 25–27x NTM P/E Below fair value; conviction entry zone ACCUMULATE

$380–$420 27–30x NTM P/E Fair value range; below current price
HOLD / SELECTIVE ADD ON
DIP

$420–$470 30–33x NTM P/E
Full multiple — current zone (~$446);
beat-plus-raise required

HOLD / TRIM ON STRENGTH

$470–$520 33–37x NTM P/E
Post-earnings beat-raise zone; approaching
DCF bull case

TRIM / REDUCE

Above $520 >37x NTM P/E
Above all DCF scenarios; optionality fully
priced

EXIT / REBALANCE
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PART X — VERDICT & STRATEGIC POSITIONING

12-MONTH

Hold / Accumulate
on Dips

3-YEAR

Strong
Structural Long

5-YEAR

Foundational
Enterprise Position

Broadcom as of April 2026 represents one of the most analytically compelling large-cap technology
positions in the institutional universe — and simultaneously one of the most demanding in terms of
precision required to justify its current valuation. The company earns exceptional scores on business
quality, competitive positioning, and cash generation. The scorecard is pulled lower only by the
demands of a near-$2 trillion price tag and the concentration of AI revenue in a small number of
hyperscale relationships whose permanence must be underwritten at the portfolio level.

The intermarket framing is this: Broadcom is not a semiconductor company with a software division.
It is not a software company with a chip operation. It is the closest analog the equity markets have to
an infrastructure utility of the digital-physical convergence — a company whose products are as
essential to the functioning of the AI economy as power lines are to an industrial economy. That
analogy carries both the premium that utilities command when their infrastructure is genuinely
indispensable, and the discipline that infrastructure investing requires: patience over price-chasing,
accumulation on weakness rather than strength, and a holding period measured in years rather than
quarters.

Dimension IU Rating (/ 5) Key Supporting Evidence

Business Quality & Franchise ����� 5.0 Dual-moat; 41% FCF margin; 93% software gross margin

AI Revenue Visibility (FY2027) ����½ 4.5 6 confirmed XPU partners; >$100B target; supply secured 2026–28

Networking Competitive Moat ����� 5.0 TH6 CPO mass production 12–18 months ahead of Nvidia

VMware Software Franchise ����� 5.0 19% ARR growth; 78% op. margin; 9/10 Fortune 500 committed

Capital Allocation Discipline ����� 5.0 $10.9B returned Q1; 15th consecutive dividend increase; A3 rated

Geopolitical Risk ����� 3.0 Delete A / China VMware real but bounded; Western moat intact

Valuation Headroom ����� 3.0 ~30x NTM P/E; 20.6x EV/Revenue demands precision execution

Management Credibility ����½ 4.5
Hock Tan track record; FY25 organic growth 18%+; beat every
quarter

OVERALL CONVICTION ����½ 4.4
Structural Long — Conviction Hold / Accumulate on dips to
$350–$380
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PART XI — WORKS CITED

SEC EDGAR — Primary Filings

Broadcom Inc. (CIK 0001730168). Form 8-K Ex 99.1 — Q1 FY2026 earnings press release. Filed
March 4, 2026. Form 10-Q — Quarter ended February 1, 2026. Filed March 11, 2026 (includes Note 6
Borrowings, balance sheet, diluted share count). Form FWP (d842461dfwp.htm) — Bond prospectus.
Filed January 7, 2026. Cites S&P A−, Fitch BBB+, and Moody's A3 credit ratings. All filings
available at sec.gov.

Earnings Calls & Investor Relations

Broadcom Inc. Q1 FY2026 Earnings Call, March 4, 2026. CEO Hock Tan and CFO Kirsten Spears
prepared remarks and Q&A. Transcripts: Motley Fool (fool.com), Yahoo Finance, Seeking Alpha.
CNBC interview with Hock Tan, March 4, 2026. Bernstein (Stacy Rasgon) Q&A confirming
$20B/GW XPU math and ~10 GW FY2027 capacity. investors.broadcom.com — IR filings and press
releases.

Analyst Coverage & Market Data

Benzinga (benzinga.com) — AVGO analyst ratings, price target log, and action history. Retrieved
April 25, 2026. TipRanks (tipranks.com) — AVGO forecast, consensus, and rating history.
StockAnalysis.com — Key statistics, consensus, short interest. Yahoo Finance — Key statistics, peer
comparisons, historical prices. TradingEconomics / StreetStats — 10-Year US Treasury yield 4.31%,
April 24, 2026. Fintel.io / FINRA — Bi-monthly short interest table (~53M shares). Polymarket
(polymarket.com) — Q2 FY2026 earnings beat probability 97.1%, May 30, 2026.

Credit Ratings

Moody's Ratings — Press release: Broadcom Inc. upgraded to A3 Positive outlook (2025).
ResearchPool citation. S&P Global Ratings — A− Positive; confirmed via FWP bond prospectus
(SEC EDGAR). Fitch Ratings — BBB+ Positive; confirmed via FWP bond prospectus.

News & Trade Press

Globe and Mail — Meta commits 1GW+ MTIA partnership through 2029. April 14, 2026. The Next
Web — Google TPU v7 Ironwood announced at Google Cloud Next. April 2026. Digitimes —
Broadcom names OpenAI as sixth XPU customer. March 5, 2026. CNBC — Anthropic discloses
$21B TPU v7 Ironwood order. December 11, 2025. IBTimes / Tom's Hardware — ByteDance, Fujitsu
XPU coverage. May 2026. Note: ByteDance and Fujitsu are analyst-reported; not confirmed by
Broadcom management.
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Regulatory & Government

BIS.gov — Bureau of Industry and Security press release: AI Diffusion Rule rescinded May 13, 2025,
by Under Secretary Jeffrey Kessler. Federal Register — Advanced computing IC export
administration rules. EDGAR / TradingView — FY2025 10-K geographic revenue compilation
(China + Hong Kong ≈ 17% of net revenue). Cash App / Capital.com / Broadcom IR — 10-for-1 stock
split, July 15, 2024.

PART XII — GLOSSARY OF KEY TERMS

Term Definition

ARR
Annual Recurring Revenue — the annualized value of active subscription contracts; the primary growth
metric for the VMware software segment

ASIC Application-Specific Integrated Circuit — silicon designed for a single function; XPUs are a subcategory

Backlog
Remaining Performance Obligations — contracted revenue not yet recognized; AVGO ~$45B as of Feb 1,
2026

BIS / EAR
Bureau of Industry and Security / Export Administration Regulations — U.S. export control framework
for advanced semiconductors

CPO (Co-Packaged
Optics)

Integration of optical engines directly onto the switch ASIC substrate; reduces power consumption ~70%
vs. pluggable optics

DCF
Discounted Cash Flow — valuation methodology projecting future free cash flows discounted to present
value using WACC

Delete A / Document 79
Chinese government directive mandating replacement of foreign IT software in SOEs; directly targets
VMware

EBITDA
Earnings Before Interest, Taxes, Depreciation, and Amortization; AVGO adjusted EBITDA Q1 FY2026 =
$13.13B (68% margin)

EV/EBITDA
Enterprise Value / EBITDA — primary valuation multiple for capital-intensive businesses; AVGO trades
~30x NTM

FCF (Free Cash Flow) Cash from operations minus capital expenditures; AVGO Q1 FY2026 = $8.01B (41% of revenue)

HBM (High-Bandwidth
Memory)

Stacked memory architecture required for AI accelerators; Broadcom's XPU packaging integrates HBM
directly

NTM Next-Twelve-Months — forward-looking consensus estimate window used for valuation multiples

SerDes
Serializer/Deserializer — high-speed electrical interface IP that connects chips to memory and networks; a
core Broadcom technology moat

TCV
Total Contract Value — total revenue committed under a contract including multi-year terms; AVGO Q1
FY26 TCV bookings >$9.2B

Tomahawk 6 (TH6)
Broadcom's latest Ethernet switch ASIC — 102.4 Tbps, 512 SerDes lanes at 200Gbps PAM4; codenamed
"Davisson"

UEC (Ultra Ethernet
Consortium)

Industry body standardizing high-performance Ethernet for AI; Broadcom is a founding member alongside
AMD, Intel, Meta, Microsoft
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Term Definition

VCF (VMware Cloud
Foundation)

Broadcom's integrated private cloud platform unifying vSphere, vSAN, and NSX — the core of the
software segment strategy

WACC
Weighted Average Cost of Capital — blended cost of equity and debt used as DCF discount rate; IU
AVGO estimate ~10.9%

XPU
Custom AI accelerator chip designed specifically for a single hyperscaler's workload (Google TPU, Meta
MTIA, etc.); distinct from general-purpose GPUs
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