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positioning versus Nvidia InfiniBand, VMware integration metrics, balance sheet and capital structure, geopolitical
risk assessment, and a proprietary valuation framework including a multi-stage DCF model and sensitivity analysis.

All financial data sourced from SEC EDGAR, Broadcom Q1 FY2026 8-K (March 4, 2026), Form 10-Q (March 11, 2026),

Q1 earnings call transcript, Benzinga/TipRanks analyst coverage, and Moody's/S&P/Fitch rating releases.
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PART | — 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 Al
computation and the software stack that manages it. With six confirmed hyperscale XPU customers, a
confirmed "line of sight" to >$100B in Al 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 FY?2025. 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 Al mix

FY2027 Al 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 (Apr 25, 2026) ~$1.99 trillion ATH close $422.65 (Apr 22, 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 ~30.2x vs. NVDA ~24.7x; vs. QCOM ~12.9x

52-Week Range $161.61 — $429.31 YTD +21.4%; ATH $429.31 intraday

What's priced in — and what's not: At ~$420/share (~$2.0T market cap), ~30x NTM P/E, and ~20.6x EV/NTM
revenue, AVGO prices the full execution of the >$100B Al chip revenue target for FY2027 plus continued
VMware ARR acceleration toward 25%+. The six-customer XPU franchise, Tomahawk 6's 12—18 month lead
in open Ethernet, and the 93% software gross margin floor are not in debate. What the market has not priced
precisely: (1) the upside scenario if AI networking revenue accelerates to 50%+ of Al mix by FY2027,

implying higher blended margins than current models; (2) the downside scenario if China VMware
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displacement materially exceeds the ~17% China revenue base in FY2025; (3) the timing risk if OpenAl's XPU
ramp slips from FY2027 to FY2028. At current multiples, the stock requires near-perfect execution — but

Broadcom's track record over five years suggests near-perfect execution is the base case, not the bull case.

. Q2 FY2026 GUIDANCE — RECORD QUARTER IN PROGRESS

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

Non-AT 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

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

Hold | Accumulate Strong Foundational
on Dips Structural Long 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.
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PART Il — 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: Al 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

Intensity (1=Low /

5=High) Direction Key Factor

Threat of New . 5-8+ year design cycle for custom XPUs; HBM/wafer
1/5 Declining : 8

Entrants capacity pre-committed through 2028

TSMC leading-edge capacity is constrained; Broadcom has

Supplier Power 2/5 Stable
PPt W a secured allocation through 2028
Buyer Power 9/5 Stable Each' hyperscz.ilfer XPU antract spans 5-8 years; switching
requires full silicon redesign
. . Merchant silicon (NVDA/AMD GPUs) cannot replicate
Threat of Substitutes 1/5 Declining L .
custom XPU efficiency; Ethernet moat deepening
Improvin
. . proving Marvell is the only credible XPU challenger; wins limited to
Competitive Rivalry 2/5 for . . . .
Azure Maia; networking remains AVGO-dominant
Broadcom

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.
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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.

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 MRVL NVDA
(Broadcom) (Marvell) (L[]
YES —6 YES — Azure GPU GPU
Custom XPU at scale . No No
hyperscalers Maia (merchant) (merchant)
Open Ethernet Yes — InfiniBand
. YES — TH6 CPO . No No No
leadership networking only
Enterpri ft YES — $6.8B/qt
n e1jprlse sottware $ qaw No No Licensing No No
annuity VMware
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% — —
Moody's credit rating A3 Positive Baa3 Aaa/Aal A3 Bal/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 Illl — 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

customers in active XPU engagement, four of which are ramping production in FY2026. Unlike merchant

silicon, each XPU design embeds Broadcom's SerDes, advanced packaging, and memory interface IP into the

customer's proprietary silicon stack — making switching cost technological, not contractual. Tan stated supply

chain (T-glass, HBM, substrates, leading-edge wafers) is secured through 2028.

5. Confirmed XPU Partnership Map

Partner

Program

Generation / Status

Commitment

GW Scale
(2027E)

Revenue
Timing

Google
(Alphabet)

Meta Platforms

Anthropic

OpenAl

Customer #5
(unnamed)

Customer #6
(unnamed)

TPU —
"Ironwood" v7

MTIA (Training +
Inference)

Custom TPU racks
(v7 Ironwood)

First-gen XPU
(TSMC 3nm class)

Custom
accelerator

Custom
accelerator

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

Volume shipments; extended
Apr 14, 2026

Confirmed $21B order Dec
2025; 1 GW 2026

Design finalized; volume
2027

Ramping FY2026

Ramping FY2026

Through 2031

Through 2029

Multi-year

10 GW total
multi-year

Multi-year

Multi-year

~3.5 GW
(Anthropic
rack)

>1 GW in
2027

>3 GW in
2027

>1 GW in
2027

Undisclosed

Undisclosed

Current /
ongoing

Current /
ongoing

NOW —
accelerating

H2 2027 first
revenue

>2x volume
2027

>2x volume
2027

Sources: Broadcom Q1 FY2026 Earnings Call Transcript (Motley Fool, Mar 4, 2026); CNBC Mar 4, 2026, Digitimes Mar 5, 2026, Globe and Mail Apr

14, 2026; The Next Web Apr 2026.

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

Evercore (street-high $582) anchors on XPU volume acceleration.

Hock Tan, Q1 FY2026 call (March 4, 2026): "Today, in fact, we have line of sight to achieve Al 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;
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Implied AVGO Probability (U

Scenario Al Revenue FY2027E Stock Est)

Bull: All 6 XPU customers scale 2+ GW;

>$120B 520-$582 20%
networking 45% of AI mix $ $ $ ?
Base: 4 customers scale per plan; OpenAl runs $95_105B $440-$490 55%
~6 months late
Bear: China export escalation hits networking; $65-75B $340-$380 9504

OpenAl slips to 2028

U scenario probabilities are proprietary estimates. Price targets calibrated to 29x NTM P/E on scenario-adjusted FY2027 EPS. Not investment
advice.

6a. Supply Chain Visibility — A Structural Valuation Input

What separates Broadcom's Al revenue guidance from competitors' is the contractual and physical foundation
underneath it. Unlike sell-side models that project hyperscaler spend based on capex commentary, Broadcom's

>$100B FY2027 frame rests on concrete supply chain commitments:

Input Commitment Level Duration Investment Implication
TSMC N3/N2 wafer .

. Contracted Through 2028 No capacity risk for 6-customer XPU ramp
allocation

HBM (high-bandwidth Each XPU integrates HBM; SK Hynix/Micron

C it d 2026-2028

memory) e committed
T-glass substrate supply Pre-committed 2026-2028 Advanced packaging substrate; no competitor access
CoWoS ad d TSMC allocati

OWo . acvance atocation 2026-2028 Required for XPU die stacking; constrained globally
packaging locked
Co-Packaged Opti M ducti

o-rackaged Lpics aés procuction NOW Competitive advantage vs. Nvidia already realized
(CPO) achieved

Hock Tan, Q1 FY2026 call: "We have also secured the supply chain — T-glass, substrates, HBM, leading-edge
wafers — for 2026 through 2028." In an era where execution risk is the dominant valuation discount for
hyperscale silicon companies, this forward booking is itself a source of premium multiple, not merely an

operational detail.
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PART IV — NETWORKING COMPETITIVE MOATS

7. Tomahawk 6 — The 102.4 Tbps Era

As Al 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 LL.M 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

Broadcom Ethernet Nvidia InfiniBand

F r Br m Position
eature (TH6) (Quantum-X) oadco ositio

Aggregate . . Comparable; TH7 (~200 Tbps) targets
102.4 Tb le ASIC 115.2 Tb |
bandwidth ps (single ) s (appliance) 2027
Propriet ticall
Architecture Open, multi-vendor (UEC) . roprietay, Verticaty ADVANTAGE: vendor flexibility
integrated
ADVANTAGE: 70% CPO
Power efficiency <2 pJ/bit with CPO Higher (standard optics) ’ power

reduction

Optimized for smaller

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

pods

Thor Ultra: 60-67% less . . ADVANTAGE: $100M+ OPEX savings
NIC vs. DPU power . BlueField DPU (baseline)

than BlueField per 10 GW
CPO Achieved ("Bailly" +

mass chieved ("Bailly Expected late 2026 ADVANTAGE: 1218 month lead

production "Davisson")

Ultra Ethernet Consortium o ADVANTAGE: becomes industry
Ecosystem Closed Nvidia ecosystem

(founding member) standard
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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% L — Perpetual licensing eliminated

Subscription
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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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 Significance
19,311M
Total Revenue $ $14,916M +29% Record quarter; 8th consecutive beat
(+29%)
. $8,400M .
Al Semiconductor Revenue ~$4,100M +106% 67% of semi rev; exceeds all forecasts
(+106%)

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

Infrastructure Software $6,796M (+1%) $6,704M +1% 19% ARR growth; 93% gross margin

GAAP / Non-GAAP Gross Flat / - .

. 68% / 77% 68% / 79% Silicon mix dilutive vs. software

Margin —200bps
GAAP $7,349M; 53% -GAAP net

Non-GAAP Net Income $10,185M $7,823M +30% i o o ne
margin

Non-GAAP Diluted EPS $2.05 $1.60 +28% Beat $2.03 consensus; GAAP $1.50

Adjusted EBITDA $13,128M $10,083M +30% 68% of revenue — best-in-class leverage
41% FCF in; funds $10.9B ital

Free Cash Flow $8,010M $6,013M +33% 6 FCF margin; funds $10.98 capita
return

14. Balance Sheet & Capital Structure (Feb 1, 2026)
Item Value Context
Cash & Equivalents $14,174M Substantial liquidity; supports $10B buyback program

Total Gross Debt / Net Debt $67,970M / ~$53.8B All senior unsecured; no convertibles

Net Debt / Adj. EBITDA ~1.0x Post-VMware deleveraging complete; within target range
Revolving Credit $7.5B undrawn $0 drawn; maturity Jan 13, 2030
Goodwill $97.8B VMware legacy; non-cash impairment risk monitored

Interest coverage: 7.9x. Credit ratings: Moody's A3/ S&P A-/ Fitch BBB+ — all Positive outlook; two notches above 2024 expectations following
VMware deleveraging.
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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
Share Repurchases $7,850M ~23M shares at ~$341/share avg; $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 vs. non-GAAP EPS

16. Valuation — The Multiple Problem

Mega-Cap Tech

Multiple L Semi Peers Avg. Premium vs. Semi Peers
NTM P/E ~30.2x ~28x (FAANG) glze QI:;)(NVDA/AMD 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 Al-revenue-growth premium is 75% earned and 25% optionality. At current prices,

there is limited room for execution disappointment.
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PART VIl — PROPRIETARY DCF & SENSITIVITY ANALYSIS [SUBSCRIBER-EXCLUSIVE]

Broadcom's valuation demands a multi-stage framework that separates the explosive near-term AI ramp from
the steady-state software annuity and the eventual normalization of custom silicon growth. The following

public-domain inputs are the building blocks of the IU proprietary model:

Model Input Value Source

10-Year US Treasury, April 24, 2026

Risk-Free Rate (Rf 4.31%
isk-Free Rate (Rf) ? (StreetStats/TradingEconomics)
Beta (5-Year) 1.25 StockAnalysis.com (April 2026)
Equity Risk Premium 5.5% Standard institutional large-cap assumption

FY2026E Revenue

(consensus) ~$99.75B NTM StockAnalysis consensus, April 2026

FY2027E AI Chip Target >$100B Hock Tan, Q1 FY2026 earnings call (March 4, 2026)

FCF Margin (base case) 42% Al silicon / VMware software mix; Q1 actual 41%

Terminal Growth Rate 3.0% Long-term nominal GDP + Al infrastructure replacement cycle
Post-Split Diluted Shares 4.74B Form 10-Q, filed March 11, 2026 (CIK 0001730168)

Total Gross Debt $67,970M Q1 FY2026 10-Q Note 6 — Borrowings

Cash & Equivalents $14,174M Q1 FY2026 10-Q balance sheet

Enterprise Value (market) ~$1.98T Market cap $1.99T + net debt $51.9B, April 2026

PREMIUM RESEARCH — SUBSCRIBER EXCLUSIVE

Full DCF Model, WACC Derivation & Sensitivity Analysis

The complete proprietary valuation framework is reserved for paid subscribers.

WACC derivation: Rf (4.31%) + Beta (1.25) x ERP (5.5%) — full CAPM build with capital structure weighting
Multi-stage DCF: FY2026—FY2035 with Stage 1 (Al ramp) / Stage 2 (normalization) transitions
Intrinsic value per share — post-split diluted basis (4.74B shares)

Sensitivity matrix: WACC (9.5%—-11.5%) x Terminal Growth Rate (2.5%-3.5%) — 15-cell grid

Bear case (~$360) / Base case (~$477) / Bull case (~$582) price targets with explicit assumptions

Al revenue attainment scenarios: What if the >$100B FY2027 target slips to FY2028?
VMware ARR deceleration scenario: impact of 10-15% churn in mid-market on software multiple

Marvell competition scenario: XPU market share erosion and implied AVGO revenue impact

SUBSCRIBE TO UNLOCK - FROM $25/MONTH
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PART VIl — RISK FACTORS & THE BEAR CASE

18. The Balanced Bull | Bear Framing

THE BULL CASE

+>$100B FY2027 Al 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

THE BEAR CASE

» ~30x NTM P/E requires simultaneous execution of every growth
pillar; a single miss (OpenAl 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 Trump admin rescinded May 13, 2025 — AI chip export regime reverts to
. RESCINDED
(Biden) pre-Jan 2025 rules
XPU customer concentration EXPANDED Six customers confirmed Mar 2026; Anthropic $21B confirmed Dec
3) 2025; OpenAl added Mar 2026
CPO technical risk ACHIEVED Mass production on "Bailly" + "Davisson" 12—18 months ahead of Nvidia
CPO
VMware
perpetual-to-subscription COMPLETE 100% subscription as of FY2025; ARR now the correct growth metric
transition
Post-split share price . . .
. RESOLVED 10-for-1 split July 15, 2024 fully reflected in all reported metrics
confusion
Credit rating / VMware deal S&P; A—, Moody's A3, Fitch BBB+ — all Positive outlook;
RESOLVED

premium

Confidential — For Qualified Investors Only

investment-grade stack secured

Page 15




INTERMARKET DIGEST NEWSLETTER BROADCOM INC. (AVGO) — DEEP-DIVE BUY-SIDE RESEARCH | APRIL 26, 2026

20. Geopolitical Risk — The China Exposure

Broadcom's China exposure represents the single most analytically contested risk in the investment thesis —
not because the risk is necessarily large, but because management has provided almost no quantification of its
trajectory. The FY2025 10-K discloses China and Hong Kong revenue of ~17% of net revenue (down from
~20% in FY2024 and ~32% in FY2023). That three-year decline reflects two structural forces: the VMware
acquisition shifted Broadcom's revenue mix heavily toward US/EMEA enterprise customers, and China
semiconductor billings have tightened under BIS export controls. The directional trend is favorable — but the

absolute exposure remains material at a ~$14B annualized run-rate.

20a. Document 79 | "Delete A" — Anatomy of the Risk

Document 79 (China SASAC, 2022 — publicly revealed March 2024): Directs all centrally administered
state-owned enterprises across finance, energy, telecoms, and government to replace foreign-sourced IT
software and hardware with domestic alternatives by 2027, reporting progress quarterly. The January
2026 escalation by China's Cyberspace Administration specifically named VMware, Palo Alto Networks,
Fortinet, and Check Point as high-risk platforms for mandatory phase-out by H1 2026 in government
agencies and state-linked firms. Broadcom shares fell ~5% on January 19, 2026 when this directive
became widely reported. Management provided zero specific commentary on China risk in the Q1
FY2026 prepared remarks or Q&A. IU views this silence as a deliberate omission requiring active

monitoring.

20b. Semiconductor vs. Software: Two Distinct China Risk Profiles

The China risk is not monolithic — Broadcom's semiconductor and software segments face structurally

different exposure profiles that must be modeled separately:

China Revenue

Segment Est Document 79 Exposure IU Risk Assessment
AT Semiconductor Minimal / zero None — all XPU partners are US-domiciled = DE-RISKED: No BIS exposure
ini z
(XPU) (Google, Meta, Anthropic, OpenAl) for current 6-customer roster
MONITOR: Export controls
Non-AlI ~$3-4B Moderate — broadband, set-top, networking P

could tighten; not Document 79
Semiconductor annualized chips for Chinese OEMs driven &

.. . ACTIVE RISK: Forced
HIGH — VMware explicitly named in Jan

Infrastructure ~$1-2B . . migration to Huawei
. 2026 CAC directive; SOE + govt customer .

Software (VMware) annualized est. . CloudEngine or Sangfor by H1

base at risk

2026

Low — UEC switching chips not

Networking _g © STABLE: Merchant networking
o Low—moderate export-controlled; Chinese hyperscalers . .

(Ethernet/switching) not in BIS sights currently

excluded from AI training clusters
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20c. Competitive Displacement Landscape

For Chinese SOEs complying with Document 79, the practical alternatives to VMware are limited but maturing.
Huawei CloudEngine (formerly FusionSphere) is the primary government-endorsed substitute — deployed at
scale inside China's Big Four state banks and at CNOOC, COSCO, and China Mobile. Sangfor Technologies
and Inspur offer vSphere-compatible hypervisors with aggressive pricing. The migration risk is real: Gartner
estimated in 2025 that Chinese SOEs require 18-36 months for full VMware migration, suggesting H1 2026
deadlines will produce partial compliance rather than complete displacement. However, the directional signal
— that VMware China ARR will contract, not grow, through FY2027 — is structurally embedded.

20d. IU Risk Quantification — What Is Actually At Stake

VMware China ARR P&L; Impact

Scenario T— (annualized) Probability
Orderly partial migration (base case): SOE —15 to —25% of China ~=$100-175M revenue;

compliance partial by 2027; VMware ARR ~60bps adj. EBITDA 55%
enterprise/private sector unaffected (~$150-250M) margin dilution

Accelerated displacement: CAC enforcement  —35 to —50% of China
~—$245-350M revenue;

tightens; mid-market follows SOE lead by VMware ARR ~120bps marein dilution 30%
end-2026 (~$350-500M) ps marg

Full displacement + semi escalation: -60%+ VMware China  ~-$800M-$1.2B

Document 79 expands to include networking ~ ARR; non-Al semi revenue; ~300bps margin =~ 15%
chips; BIS re-escalates billings cut dilution

U base case: China VMware exposure represents a thesis-bounded risk — real and monitoring-worthy, but insufficient to impair the Al
semiconductor and Western enterprise software growth vectors that underpin the investment case. The critical monitoring trigger is any ARR growth
deceleration below 10% YoY or any explicit management commentary on China churn in Q2-Q3 FY2026 earnings calls.
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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; Al networking mix guidance (watch for 40%+
of AI revenue confirming Tan's framework); OpenAl 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.

Consensus models imply FY2027 revenue ~$155-165B and non-GAAP EPS ~$6.50-$7.50. At 25x normalized
FY2027 P/E — a conservative multiple for a software-enhanced franchise — fair value approaches $165-$185
in a 3-year base case. The bull case (>$100B Al chips realized, 30x multiple held) implies $220-$250.

23. 2026 - 2031 — 5-Year Enterprise Build View

POSITIONING: Foundational Enterprise Position

By 2031, assuming Broadcom executes on its current roadmap: Al 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. Upcoming Catalyst Inflection Points (12-Month Horizon)
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The following events represent the highest-information-density inflection points for the investment thesis over

the next 12 months. Each is binary in the sense that the outcome either confirms or challenges a core

assumption, and each carries meaningful price reaction potential at the current ~30x NTM P/E.

Bull Outcome Bear Outcome Est. Price Impact
Q2 FY2026 Early Jun Al semis >$11B; soft Al miss <$10B or weak Q3 +10-15% I
earnings 2026 guidance $23B+ guide -20-25%
OpenAl XPU Volume ramp confirmed; Slip to 2028; FY2027 target

H2 2026 +8-12% | —15-20%
production FY2027 $100B credible in doubt ’ ’
VMware'ARR Q2-Q4 ARR growth >22%; software ARR <15%; churn disclosed +5-8% | ~10-15%
acceleration FY2026 revenue >$7.5B >$500M
Google TPU v8 Broadcom confirmed on MediaTek wins inference;

Late 2026 +5-8% | —8-12%
announcement ate TSMC 2nm platform Broadcom share reduced ’ ?
China VMware Any quarter Management quantifies Disclosted loss >$1B; +3-5% | —12-18%
update exposure as <3% revenue enterprise churn accelerates

25. Tactical Price Bands for Fresh Deployment

Implied Multiple (NTM

Price Band PIE) IU Action
Below $350 <25x NTM P/E Material Valufation.disc:(.)unt; China risk ACCUMULATE
peak or Al miss priced in 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; current zone HOLD / SELECTIVE ADD
Full multiple; requires beat-plus-raise to HOLD / TRIM ON
$420-$470 30-33x NTM P/E .
sustain STRENGTH
A hing bull- luation;
Above $470 >33x NTM P/E pproaching bufi-case vaiuation REDUCE / EXIT TRIM

optionality priced

25. Key Catalyst Calendar (Q2-Q4 2026)

The following events, in chronological order, represent the most material data points for the investment thesis

over the next three quarters:

Date (Est.) Event Thesis Relevance Bull / Bear Signal

Early Jun Al semi vs. $10.7B guide; software
2 FY2026 Earni Bull: >$11B / Bear: <$10.4B
2006 Q arnings ARR update ull: >$ ear: <$
Jun-A OpenAl XPU first sili
un—aug - ?n st stticon Validates 6-customer roadmap Bull: on-time / Bear: slip to 2027
2026 delivery
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Date (Est.) Event Thesis Relevance Bull / Bear Signal

TPU v8 "Sunfish" preview;

Late 2026 Google Cloud Next 2026
Ironwood volume update

Bull: v8 sampling / Bear: delay

Al networking 40%+ mix

Sep 2026 Q3 FY2026 Earnings . .
confirmation

Bull: networking >45% / Bear: <35%

Nvidia Spectrum-X CPO  Tests Broadcom 12-18 month CPO

Late 2026
ate launch lead

Bull: delayed / Bear: on-time

Q4 FY2026 Earnings + First explicit FY2027 Al revenue

Dec2026  £y2027 Guide framework

Bull: guide >$100B / Bear: caveat

Annual dividend increase . o
Dec 2026 . Capital return discipline Bull: >$0.70/qtr / Bear: hold flat
(16th consecutive)

PART X — VERDICT & STRATEGIC POSITIONING

Hold | Accumulate Strong Foundational
on Dips Structural Long 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 Al 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.
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Dimension IU Rating (/ 5) Key Supporting Evidence
Business Quality & Franchise 5.0 Dual-moat; 41% FCF margin; 93% software gross margin
6 confirmed XPU partners; >$100B target; 1 d
AT Revenue Visibility (FY2027) 15 4.5 contirme partners; >$ ATgeL; SUpply secure
2026-28
Networking Competitive Moat 5.0 TH6 CPO mass production 12—18 months ahead of Nvidia
19% ARR th; 78% op. in; 9/10 Fortune 500
VMware Software Franchise 5.0 ’ . grow ° 0p. margin ortune
committed
Capital Allocation Discipline 50 $10.9B returned Q1; 15th consecutive dividend increase; A3
rated
. . Delete A / China VMware real but bounded; Western moat
Geopolitical Risk 3.0 .
Intact
Valuation Headroom 3.0 ~30x NTM P/E; 20.6x EV/Revenue demands precision
execution
— Hock Tan track record; FY25 organic growth 18%+; beat every
Management Credibility 15 4.5
quarter
Structural Long — Conviction Hold / Accumulate on dips to
OVERALL CONVICTION 4.4

$350-$380
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PART Xl — FACTUAL VERIFICATION OF CRITICAL CLAIMS

Every material claim in this report was independently verified against primary sources: SEC EDGAR (CIK
0001730168), investors.broadcom.com, Q1 FY2026 earnings call transcript (Motley Fool / Yahoo Finance),
Benzinga/TipRanks analyst coverage, Moody's Ratings, and reputable financial data providers. Claims marked

VERIFIED were cross-checked against >2 independent sources.

Claim Verdict Primary Source & Detail
Q1 FY2026 revenue $19,311M VERIFIED 8-K Ex 99.1 filed March 4, 2026 (SEC EDGAR); PR Newswire release
(+29% YoY) same date
Al semiconductor revenue . .
VERIFIED Same 8-K; earnings call transcript (Motley Fool, Mar 4, 2026)
$8,400M (+106%)
2 FY2026 id
Q$22 o revenue guicance VERIFIED Q1 FY2026 earnings call prepared remarks; CFO Kirsten Spears
Al iconductor Q2 guid
5 fgr;l;:on uctor Q2 guide VERIFIED Earnings call; CNBC March 4, 2026 interview with Hock Tan
VERIFIED
"Line of sight to >$100B AI chip .
— EXACT Hock Tan prepared remarks, Q1 FY2026 call (Motley Fool transcript)
revenue FY2027"
QUOTE
Six confirmed XPU customers VERIFIED Tan Q1 call: "six customers...ramping this year"; OpenAl named;
ramping Digitimes Mar 5, 2026
Anthropic $21B disclosed order VERIFIED CNBC December 11, 2025; Anthropic press releases; cross-ref Google
(TPU v7 Ironwood racks) Cloud Next Apr 2026

.. Moody's press release; Investing.com coverage; ResearchPool citation
Moody's upgrade to A3 Positive VERIFIED

(2025)
S&P; A- Positive; Fitch BBB+ VERIFIED FWP bond prospectus filed SEC January 7, 2026 (d842461dfwp.htm)
Positive cites credit ratings
Total debt $67,970M at Feb
102‘; Z%ross i &F VERIFIED 10-Q Note 6 — Borrowings, filed March 11, 2026 (CIK 0001730168)
New $10B buyback auth. through . .
VERIFIED 8-K Ex 99.1 March 4, 2026; $700M remaining on prior auth. per 10-Q

Dec 31, 2026

1 FY2026 dividend $0.65/sh.
Q ol 14 VERIFIED 8-K press release; ex-dividend date Dec 20, 2025; paid Dec 31, 2025

($3,086M total)

China revenue ~17% FY2025 VERIFIED FY2025 10-K geographic disclosure; reported by TradingView/EDGAR
(down from 20% FY?2024) compilation

BIS AI Diffusion Rule rescinded VERIFIED BIS.gov press release; enforced May 13, 2025 by Under Secretary

May 13, 2025 Jeffrey Kessler
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Claim Verdict Primary Source & Detail
Short interest ~53M shares VERIFIED FINRA/Benzinga bi-monthly table; StockAnalysis.com short-interest
(~1.1-1.3% of float) page
Seaport Research downgrade . . . . .
- VERIFIED Benzinga analyst action log; TipRanks rating history
April 8, 2026
Google TPU v7 "T d" —
an(:l(z)irelce d C1\(7) ud lr\(l):):/:(fpr 2026 VERIFIED The Next Web, April 2026; Google Cloud Next official session coverage
Meta MTIA partnershi tended
© 623 29 R e VERIFIED Globe and Mail press release citation, April 14, 2026
10-for-1 stock split effective July VERIFIED Broadcom IR; Cash App stock split record; Capital.com AVGO split
15, 2024 history

. PRIMARY SOURCES & REFERENCES

SEC EDGAR Filings: Broadcom Inc. (CIK 0001730168) — Form 10-Q for period ended February 1, 2026
(filed March 11, 2026); Form 8-K Ex 99.1 earnings press release (filed March 4, 2026); Form FWP bond
prospectus (filed January 7, 2026). All available at sec.gov.

Earnings Call Transcripts: Broadcom Q1 FY2026 Earnings Call (March 4, 2026) — Motley Fool transcript;
Yahoo Finance/Seeking Alpha transcript; CNBC interview with Hock Tan (March 4, 2026).

Analyst Coverage: Benzinga AVGO analyst ratings page; TipRanks AVGO forecast; Investing.com analyst

action news stories; TheStreet.com — all retrieved April 25, 2026.

Credit Ratings: Moody's Ratings press release (A3 upgrade, 2025); S&P; Global Ratings (A-, Positive); Fitch
Ratings (BBB+, Positive) -- all confirmed via FWP bond offering document filed SEC January 7, 2026.

Market Data: StockAnalysis.com (AVGO statistics, forecast, market cap); Yahoo Finance (AVGO key
statistics, peer comparisons); Fintel.io / Benzinga FINRA short-interest tables; StreetStats / TradingEconomics
(10-year UST yield April 24, 2026 = 4.31%).

Geopolitical / Export Control: BIS.gov press release (AI Diffusion Rule rescission, May 13, 2025); Federal
Register advanced computing IC rules; TradingView FY2025 10-K geographic revenue summary.

XPU / Partnership News: CNBC (December 11, 2025 — Anthropic); Digitimes (March 5, 2026 — OpenAl, six
customers); The Next Web (April 2026 — Google TPU v7 Ironwood); Globe and Mail (April 14, 2026 — Meta
MTIA extension).
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PART Xl — GLOSSARY OF KEY TERMS

Term

XPU

ASIC

SerDes

CPO (Co-Packaged
Optics)

Tomahawk 6 (TH6)

UEC (Ultra Ethernet
Consortium)

VCF (VMware Cloud
Foundation)

ARR

HBM (High-Bandwidth
Memory)

SWU (Separative Work
Unit)

FCF (Free Cash Flow)

EBITDA

WACC

EV/EBITDA

BIS/EAR
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Definition

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

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

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

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

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

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

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

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

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

Uranium enrichment unit; referenced in peer comparisons with Centrus Energy (LEU)

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

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

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

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

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

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

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

Chinese government directive mandating replacement of foreign IT software in SOEs; directly
targets VMware

Delete A / Document 79

TCV Total Contract Value — total revenue committed under a contract including multi-year terms;
AVGO Q1 FY26 TCV bookings >$9.2B
Remaining Performance Obligations — contracted revenue not yet recognized; AVGO ~$45B as of

Kl
Backlog Feb 1, 2026

DISCLAIMER & DISCLOSURES

This research report is published by Intermarket Universe for informational and educational purposes only. It does not constitute investment advice, a
solicitation to buy or sell any security, or a financial recommendation of any kind. The opinions and analyses expressed herein reflect the editorial
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of future results. Investing in securities involves risk, including the possible loss of principal. The semiconductor industry is highly cyclical and subject
to significant volatility.

All financial data is sourced from publicly available disclosures: Broadcom Q1 FY2026 earnings release (8-K, March 4, 2026), Form 10-Q filed March
11, 2026 (SEC CIK 0001730168), Q1 FY2026 earnings call transcript (Motley Fool / Yahoo Finance), Benzinga/TipRanks analyst coverage
aggregators (April 25, 2026), Moody's Ratings press releases, S&P; Global Ratings, Fitch Ratings, BIS.gov, StockAnalysis.com, and Yahoo Finance.
Analyst price targets and ratings are third-party data subject to change; Intermarket Universe makes no representation regarding their accuracy or
currency beyond the retrieval date noted. The proprietary DCF/WACC model referenced in Part VIl is available exclusively to paid subscribers of the
Intermarket Universe Research tier.
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