TW Market Jul’26 Preview: Fundamentals Take
the Wheel in 2H26 | GSTW

2026 FE7 HEE '.li%ﬁll_ﬂ% 2026 £
S Zt : 'I FEEH|GSTW

30 June 2026 | 3:31 PM China Standard Time

Robert Wang
Goldman Sachs (Asia) L.L.C. Taipei Branch
FICC & Equities

TAIEX had a choppy but resilient June with a one month return of 3%. The end of
June was characterized by a distinct momentum sell-off, driven largely by 1H and
month-end passive rebalancing rather than any fundamental deterioration. As the
dust settles from this technical de-grossing, we pivot directly into the 2Q earnings
season.
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July shifts the market's focus to fundamental validation. We are looking past the
crowded, extended trades of 1TH26 and positioning capital in specific structural
shifts and mispriced technical setups.
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Here is our playbook and top actionable ideas for July:
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The Earnings Kickoff: TSMC (2330 TT) as the Anchor
MREFF: A TSMC (2330 TT) ERHES

The Q2 earnings season will be anchored by TSMC. As usual, gross margin and capex
guidance will be the ultimate barometers for global semiconductor sentiment.
Check out our latest earnings-related note here.
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= All about Margins: Our recent conversations with buy-side investors suggest
strong consensus for GM. The feedback indicates GM will likely print in the high
60s, either hitting the upper end of company guidance or potentially surpassing
their forecast due to tight advanced node utilization and rapid productivity gains.
Note that in 2H is usually the time when TSMC negotiates new pricing with its
clients.
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= The Post-Earnings Strategy: While we expect TSMC to deliver robust guidance
supporting the multi-year upcycle, we should be cautious of a "sell on fact”
reaction immediately following the print. The play here is to ride the technical
momentum into the call and let the upstream fundamental read-throughs guide
the rest of the supply chain.
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Exhibit 1. TSMC Margin Trend Outlook
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Exhibit 2. TSMC Capex and Capital Intensity Outlook
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Fund Positioning: The June De-Gross & Technical Reset
E2O: 6 AEIHSRANEE

Before diving into further fundamental ideas, we must address the recent flow
dynamics. The latest net flow charts illustrate the waves of foreign de-grossing that
reshaped the tape into the end of 1H26, alongside a distinct rotation from local
liquidity.
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= Tracking the Foreign Outflows Foreign investors executed tactical trlmmlng in
the month with a net outflow around US$17bn for the whole month, mainly
focused on TSMC and Other Tech. Foreigners also historic US$5.9bn single-day
selling on June 23. However, investor feedback confirms there is no fundamental
change to the underlying Al thesis. These outflows were positioning-driven, as
funds elected to profit-take and de-gross during a window of macro
uncertainties and a near-term lack of positive catalysts.
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= Domestic Funds & The ETF Rebalance: Shifting focus to local liquidity, the
domestic flow chart indicated a divergence among sectors. While we tracked a
modest net inflow supporting TSMC, local funds simultaneously sold across the
broader Tech sector and bought into Financials. Our desk believes that this
rotation was again not a fundamental pivot away from tech, but rather the direct
byproduct of several major domestic ETF rebalancing events that hit the tape in
late June (i.e. 0050 TT, 0056 TT, 00878 TT, 00929 TT, etc.).
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= Retail Resilience & Margin Balances: Last but not least, retail dip-buying
momentum remained incredibly strong, with retail investors stepping up as net
buyers in cash equities throughout June.
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While the retail margin loan balance has hit record highs and seems elevated in
terms of absolute dollar amounts, our analysis shows it remains fundamentally
benign when evaluated on a margin maintenance level and relative to total free
float shares.
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Exhibit 7. Taiwan Retail Margin Loans Rose to Record High but Remained 0.4% of Free Float
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Long Idea: The EMIB Supply Chain Evolution



KEEZIA: EMIB (EEEEES

While the market has spent the last year focused on CoWoS capacity, the next
alpha-generating architectural shift is happening in EMIB packaging due to its low
power consumption, smaller sizes, and alternative solution vs COWoS.
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= The Yield Breakthrough: Our latest supply chain checks indicate a inflection
point: EMIB-T yields have officially surpassed the 90% threshold. This clears the
runway for mass commercial adoption.
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= The Substrate Kicker: The fundamental math here is compelling. The substrate
content price for EMIB is at least 3-5x higher than traditional CoWoS solutions.
This creates a significant ASP uplift for qualified suppliers.
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= Top Pick - Unimicron (3037 TT): Unimicron is the most direct beneficiary of
this transition in Taiwan (and the second largest globally, just behind Ibiden). As
EMIB ramps up to support next-generation architectures for leading
hyperscalers, Unimicron's advanced substrate capacity will capture this accretive
margin expansion.
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MediaTek (2454 TT): Still Underappreciated
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Besides TSMC, MediaTek is another top large-cap tech pick for July, offering an



combination of fundamental upside and an attractive technical entry point. Check
out our latest note here.
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= The "Triggerfish" Catalyst & Market Share Gains: MediaTek is steadily
gaining critical market share from Broadcom in the custom ASIC space. The
fundamental support for this expansion is their new "Triggerfish” project, which
secures their position as a tier-1 partner. GS research is estimating a 50/50 split
between Broadcom vs Mediatek per local channel feedback.
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L The Perception Gap: Based on our recent US marketing feedback, Medlatek S
structural upside remains a genuine surprise to many overseas investors
(espescially US), who still view the company primarily as a second source ASIC
supplier and mobile IC design house. The street is currently under-positioned for
their Al ASIC pipeline.
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= The Earnings Trigger: Once the 2H earnings kick in and management valldates
the revenue trajectory of Triggerfish and the broader ASIC design wins, we expect
this perception gap to close quickly, driving significant inflows from fundamental
LO funds.
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= The Technical Entry: The stock's technical setup looks highly attractive rlght
now. Having been caught in the recent 1H and month-end momentum sell-off,
the current valuation provides an excellent dip-buying window ahead of the LO
inflow cycle. Stock price touched limit up on 6/30.
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Tactical Trade: NYPCB (8046 TT) - The ABF Catch-Up Play
RN NYPCB (8046 TT) —ABF #hK#R#Y

While we favor Unimicron for the EMIB transition, we are pounding the table on
NYPCB (8046 TT) as the tactical catch-up trade in the ABF space. Check out latest
earnings-related note here.
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- The Valuation Disconnect: NYPCB paled agalnst its ABF peers (Unimicron,
Kinsus, and ZDT) in terms of recent share price performance. This relative
underperformance has created an asymmetrical risk/reward entry point ahead of
the fundamental inflection.
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= The 2Q Margin Surprise & Accelerating Guidance: Management has guided
that 2Q26 GM will increase by over mid single digits percentage points vs , with
the expansion trajectory actively accelerating into the second half of the year.
Furthermore, they are guiding for mid-to-high double-digit sequential revenue
growth in 3Q26.
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= Shortages & Pricing Power: The underlying math is skewed in NYPCB's favor.
ABF and BT production lines are already fully loaded. More importantly, upstream
supply is hitting a brick wall: high-end T-Glass raw material is in a severe deficit
(expected to last until 2030), and critical equipment lead times are stretching
over 9 months. With no new capacity hitting the market until 2029, NYPCB holds



strong pricing leverage.
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They are currently passing costs aggressively, hiking ABF prices by ~10% and BT
prices by a 20-30% quarterly, which will drop straight to the bottom line.
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Sector Watch: The CPO Headwind & "Glass Bridge™ Noise
TALMER: CPO ER S I "IRE

While CPO is for sure the next generation connectivity solutions, it is critical to note
that the CPO sector has underperformed comparing to other secular momentum
trades recently (such as MLCCs, raw wafers, and ABF).
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= The Earnings Gap: The primary reason for this underperformance is a lack of
near-term earnings catalysts to support a valuation re-rating. Actual CPO
revenue will not kick into the P&L in a meaningful way until at least 4Q26 or 1H27.
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In the current macro setup, the market demands strong near-term earnings to
justify stretched stock prices, leaving CPO highly vulnerable to narrative shifts.
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= The Corning Catalyst: The most recent noise triggering a sell-off was Corning's



introduction of its "Glass Bridge" optical interconnect on June 24.
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While Corning positioned this next-gen glass-based technology as a complement
to traditional Fiber Array Unit (FAU) solutions, offering higher density and easier
system integration via wafer-level passive alignment, the market shot first.
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Although this technology will take another 2 - 3 years to materialize, the concern
is that this technology could eventually impact or eliminate the demand for
conventional pluggable transceivers and long FAUs.
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Price Action & Flow: The reaction has been sharp. Regional CPO plays took a
major hit, while Glass Substrate concepts caught a strong momentum bid. In
Taiwan, FAU and testing plays have been under pressure. From our flow desk in
the last two days, we saw active selling in Largan and Landmark, though testing
plays remain relatively quiet for now.
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Actionable Takeaway: Watch out for continued share price weakness in FAU-
related names. Without a hard earnings floor to support the group, the sector
remains at the mercy of technological displacement headlines and needs to rely
on technical signals for short-term rebound.
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US Catalysts: Inflation Data & CSPs Capex
XERCES: EHRBIBES CSPAFFR



Beyond the domestic Taiwan story, several US catalysts that will dictate broader
market sentiment in July.
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= The Macro Overlay (Inflation & Fed Path): Upcoming US macro data will
provide hints on the inflation trajectory and its direct implications for Fed policy.
While any pockets of stickiness tend to cause market anxiety regarding a
potential rate hike, our GS base case remains firmly at no rate hikes for 2026.
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As long as the data stays broadly within bounds, this stable interest rate baseline
will continue to support tech multiples without breaking the fundamental growth
story.
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= The Ultimate Al Barometer (US CSP Earnings): The true fundamental test for
the Taiwan Al supply chain kicks off in late July into early August, when the major
US CSPs report their earnings and guide their capex spending. We are laser-
focused on their forward capex guidance. Their projected infrastructure
spending is the lifeline for Taiwan's Al hardware narrative.
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Any aggressive upward revisions in Al Capex will ignite the next leg of the rally for
local ODMs and component makers, whereas any hint of spending optimization
or digestion will heavily pressure Taiwan tech sentiment.
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Memory Sector: Higher for Longer

GS DRAM sentiment indicator for June 2026 is pointing in a moderately
positive direction (same as April). Sentiment on the industry continues to be
constructive, on the back of incrementally improving spot pricing, higher
expectation for near-term conventional memory contract pricing, and the
significant improvement in HBM pricing expectations for 2027. Korea chipmakers
also committed huge capex plans until 2040 for next gen memory modules
development. Check below for details:
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Indicators Period Sequential change yoychange Direction Previous
DRAM spot pricing trend (daily)
Server O DM monthly revenue trend (monthly) May :
Aspeed m onthly revenue trend (monthly) May “
Korea monthly DRAM export revenue (monthly) May
China smariphone shipment (monthly) May
Nanya monthlyrevenue trend (monthly) May
Supreme monthly revenue trend (monthly) May
Second derivative of SEC DRAM ASP (quarterly) 2Q26E
GS view based on channel checks and feedback
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Exhibit 10. DDR5 Spot Pricing as of June 2026
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Exhibit 11. DDR4 Spot Pricing as of June 2026
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July 10: Taiwan June Monthly Revenue Deadline (checking for 2Q top-line beats).
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Mid-July: TSMC 2Q Earnings Call (TW sentiment anchor).
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Late July: MediaTek 2Q Earnings Call (The ASIC validation event).

7 A T8: MediaTek E_FEWREIER (ASICHIEEMH) .
Late July / Early August: US Earnings Kickoff (Crucial for CSP capex guidance).
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Please feel free to reach out to your GS representative to discuss any ideas.
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All references to “we/us/our” refer to the views and observations of the desk unless otherwise specified
FRAES B, FiE“we/us/our”fIRiAIIIERR 5 BHIMAFIMNE,

Source for all: Goldman Sachs FICC and Equities, Company data, DRAMeXchange, Goldman Sachs Global

Investment Research, Bloomberg as of 6/30/2026
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