The Memory Supercycle and the $1 Trillion Question
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/\ /[~  The Bull Case: Al changes
//\V / everything. Memory is the new
AV/ oil. Hold forever.
O / e The Bear Case: It's a
(7 commodity. It always crashes.

—\  Sell.

The Reality: This run has three genuine structural
differences—but ‘this time is different’ remains the most
expensive phrase in finance.
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The Mechanics of the Tech Industry’s Most Violent Cycle

The Whip Effect

Lumpy Capex: You cannot build
5% of a fab. Supply arrives in giant,

indivisible $10B+ steps.

Long Lead Times: Fabs take
2-3 years to build and equip.

Supply inherently arrives just
as demand shifts.

Demand Swings: Al, crypto,

and PC spikes cause over-

ordering, which fades into
massive gluts.

Commodity Trap: Interchangable bits
mean price is the only lever. When supply
exceeds demand, there is no floor.

0 The Arithmetic of Doom: Idle fabs bleed massive depreciation. On the way down, it is
o ) completely rational for companies to sell below total cost just to keep the machines running.
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How the 2023 Bloodbath Manufactured an Oligopoly

G

The 2023 Trough

Profits collapsed
entirely. Fabs ran below
cost. The cycle wiped
out billions in mere
quarters.
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The Survivor Matrix

* The 1990s: Dozens of
makers. Defectors
constantly cut prices for
cash flow, triggering
race-to-the-bottom price
wars.

* Today: Samsung, SK
Hynix, Micron. The cycle

~ killed everyone else.

- These three now control

>95% of global DRAM.

| 4

& The Bullish Hinge: Game theory changes with three players. Instead of fighting for share in 2023, the
big three coordinated output cuts. Discipline is a choice, but a three-way standoff is structurally stable.
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Untangling Structural AI Demand from Allocation Panic

Structural Demand
(Bulls)

e Volume LTAs: Buyers are
underwriting fab capex by
signing multi-year agreements
that lock volume, not price.

e The Physical Squeeze: Al
requires HBM. HBM eats 3x
the wafer area of standard
DRAM. This geometric reality
physically starves the rest of
the market of commodity
memory.

The Double-Ordering

Trap (Bears)

 Phantom Demand: Terrified

of missing out, buyers order
from everyone. A signed
contract is only as real as a
buyer’s willingness to take
delivery when their own
end-demand softens.

The Wildcard: China's CXMT is
actively sampling HBM and
ramping up supply, threatening
to break the delicate oligopoly
from the outside.
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The Floor is Higher, but the Cycle is Not Dead

The Geometry of Margins

Stacked dies and TSVs mean HBM is co-engineered,
not a pure interchangeable commodity.

This drives materially higher gross margins, projected
to be a $100B market by 2028 (40% CAGR).

The Calibrated Verdict

Are we structurally better? Yes. Demand is deeper,
supply discipline is real, and HBM’s wafer-crowd-out
is pure physics. The structural floor has been raised.

Is the cycle dead? No. Mean reversion has never lost
in 40 years. Higher trend growth riding on top of a
cycle is still a cycle.

The Ultimate Discipline: Separate the asset’s genuine
strategic value from the stock’s 10x entry price.
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