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Transition before turnaround; maintain HOLD

Maxscend released 1H26 results. Revenue rose 6.2% YoY to RMB1.81bn,
while net loss widened to RMB371mn; 2Q26 revenue reached RMB982mn
(+3.6% YoY/+18.7% Qo0Q), but net loss deepened to RMB226mn, both below
Bloomberg consensus. GPM fell 12.4ppts to 16.4%, as low fab loading,
depreciation, pricing pressure and module ramp costs overwhelmed mix
improvement. Maxscend is simultaneously digesting legacy inventory,
executing its Fab-Lite transition and pivoting toward optical interconnect. With
demand recovery uncertain and utilization subdued, we cut FY26E/FY27E
revenue by 2.1%/2.4% and GPM by 11.7ppts/9.6ppts. Maintain HOLD and
lower TP to RMB74.2, based on 40x 2027E EV/EBITDA, similar to 1-SD below
the historical mean.

B Module growth outpaced discrete, but margins lagged. In 1H26, RF
module revenue climbed 22.9% YoY to RMB929mn, lifting its sales mix to
51%, as L-PAMID shipments accelerated and Wi-Fi 7 scaled; Wi-Fi 8 also
entered small-volume shipments. In contrast, RF discrete sales fell 8.3%
YoY to RMB824mn amid soft handset demand and ongoing inventory
digestion. The richer module mix has yet to translate into profitability, as
module GPM fell 15.6ppts to 13.1%, while discrete GPM dropped 10.5ppts
to 17.8%. We expect volume growth, yield improvement, greater
customization and cost-down to underpin a gradual margin recovery.

M Fab utilization remains the key earnings swing factor. Xinzhuo Fab’s
revenue increased 43.8% YoY to RMB694mn in 1H26, while its net loss
narrowed to RMB256mn from RMB337mn in 1H25. The 12-inch fab has
monthly capacity of 9k wafers and has been running at roughly 50-60%
utilization, per mgmt., while the 6-inch filter line has reached 15k
wafers/month. Utilization improved from 1Q26 and should continue rising in
2H26, although mgmt. does not expect a high FY26 level. We believe a
durable turnaround requires both higher loading and better unit economics
through yield gains, cost down, and enhanced pricing.

B Optical interconnect extends the platform’s runway but also raises the
execution bar. Maxscend is repurposing its SOI and SiGe capabilities for
optical and electrical chips used in AIDCs. First-generation SiGe electrical-
chip products are under collaboration, while the SiPho process platform is
still undergoing finalization. The April placement’s RMB3.46bn net proceeds
provide sufficient funding, but customer qualification and volume production
remain distant milestones, in our view. We therefore assign no material
near-term earnings contribution. Key upside risks include faster utilization
recovery, stronger L-PAMID wins or earlier optical validation; key downside
risks include weak demand, slower qualification, intensifying competition,
etc.

Earnings Summary

(YE 31 Dec) FY24A FY25A FY26E FY27E FY28E
Revenue (RMB mn) 4,487 3,726 3,694 4,354 5,250
YoY growth (%) 25 (17.0) (0.9) 17.9 20.6
Gross margin (%) 39.5 25.7 16.1 23.1 28.5
EBITDA (RMB mn) 987.2 433.7 156.9 989.7 1,411.3
Net profit (RMB mn) 401.8 (292.9) (731.2) (151.9) 157.8
YoY growth (%) (64.2) na na na na
P/S (x) 9.7 11.7 11.8 10.0 8.3

Source: Company data, Bloomberg, CMBIGM estimates
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Figure 1: Earnings revision

New Old Diff (%)

FY27E FY26E FY27E FY28E FY26E FY27E FY28E
Revenue 3,694 4,354 5,250 3,775 4,462 5,406 -2.1% -2.4% -2.9%
Gross profit 595 1,007 1,498 1,049 1,458 1,912 -43.3% -31.0% -21.7%
Net profit (731) (152) 158 -218 235 443 N/A N/A -64%
EPS (RMB) (1.30) (0.26) 0.27 (0.41) 0.44 0.83 N/A N/A -67%
Gross margin 16.1% 23.1% 28.5% 27.8% 32.7% 35.4% -11.7 ppt -9.6 ppt -6.9 ppt
Net margin -19.8% -3.5% 3.0% -5.8% 5.3% 8.2% -14 ppt -8.8 ppt -5.2 ppt

Source: Company data, CMBIGM estimates

Figure 2: CMBIGM estimates vs. BBG consensus

CMBI estimates Consensus Diff (%)
RMBmn FY26E FY27E FY28E FY26E FY27E FY28E FY26E FY27E FY28E
Revenue 3,694 4,354 5,250 3,834 4,299 5,945 -3.7% 1.3% -11.7%
Gross profit 595 1,007 1,498 952 1,256 1,796 -37.5% -19.8% -16.6%
Net profit (731) (152) 158 (123) 350 514 N/A -143% -69%
EPS (RMB) (1.30) (0.26) 0.27 (0.97) (0.28) 0.93 N/A N/A -71%
Gross margin 16.1% 23.1% 28.5% 24.8% 29.2% 30.2% -8.7 ppt -6.1 ppt -1.7 ppt
Net margin -19.8% -3.5% 3.0% -3.2% 8.1% 8.6% -16.6 ppt  -11.6 ppt -5.6 ppt

Source: Bloomberg consensus, CMBIGM estimates

Figure 3: EV/EBITDA chart Figure 4. EV/IEBITDA band
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Financial Summary

INCOME STATEMENT 2023A 2024A 2025A 2026E 2027E 2028E
YE 31 Dec (RMB mn)

Revenue 4,378 4,487 3,726 3,694 4,354 5,250
Cost of goods sold (2,345) (2,715) (2,770) (3,099) (3,347) (3,752)
Gross profit 2,034 1,772 957 595 1,007 1,498
Operating expenses (841) (1,251) (1,098) (1,073) (778) (897)
SG&A expense (201) (237) (217) (232) (188) (221)
R&D expense (629) (997) (867) (828) (574) (656)
Others (11) 17) (15) (14) (16) (20)
Operating profit 1,192 521 (142) (478) 228 600
Other income 18 52 82 86 86 86
Other expense (10) 9) ()] ) 0 0
Other gains/(losses) (73) (161) (240) (286) (248) (263)
EBITDA 1,358 987 434 157 990 1,411
EBIT 1,127 403 (307) (680) 66 423
Interest income 46 17 43 64 0 0
Interest expense 2) (37) (76) (155) (176) (189)
Others 0 ) (19) (37) (39) (39)
Pre-tax profit 1,171 381 (359) (808) (149) 196
Income tax (52) 21 66 7 3) (38)
After tax profit 1,119 403 (293) (732) (152) 158
Minority interest ?3) 1 0) 0) 0 0
Net profit 1,122 402 (293) (731) (152) 158
BALANCE SHEET 2023A 2024A 2025A 2026E 2027E 2028E
YE 31 Dec (RMB mn)

Current assets 3,269 5,016 6,175 9,197 10,431 11,070
Cash & equivalents 1,008 1,411 1,648 2,724 4,364 4,396
Account receivables 518 579 601 481 401 663
Inventories 1,493 2,521 3,322 2,729 2,406 2,734
Prepayment 48 31 13 13 13 13
Other current assets 202 475 591 3,249 3,248 3,264
Non-current assets 7,689 9,216 9,294 9,021 8,558 8,059
PP&E 2,418 5,172 6,258 6,571 6,465 6,104
Right-of-use assets 71 68 60 142 195 265
Deferred income tax 84 90 164 164 164 164
Intangibles 122 152 171 168 188 214
Goodwill 0 0 0 0 0 0
Other non-current assets 4,994 3,735 2,641 1,976 1,544 1,313
Total assets 10,958 14,233 15,469 18,218 18,989 19,128
Current liabilities 881 2,971 3,079 2,903 3,667 3,449
Short-term borrowings 0 1,895 738 888 959 1,154
Account payables 635 880 1,166 849 1,444 1,126
Tax payable 121 25 74 74 74 74
Other current liabilities 21 45 943 935 932 938
Contract liabilities 7 5 3 3 3 3
Accrued expenses 97 121 155 155 155 155
Non-current liabilities 274 1,061 2,516 2,706 2,946 3,027
Long-term borrowings 0 633 1,748 1,937 2,177 2,258
Bond payables 0 0 0 0 0 0
Other non-current liabilities 274 428 769 769 769 769
Total liabilities 1,154 4,032 5,595 5,609 6,513 6,476
Share capital 534 535 535 575 575 575
Retained earnings 5,271 5,553 5,206 4,547 4,411 4,553
Other reserves 3,998 4,112 4,132 7,486 7,489 7,523
Total shareholders equity 9,803 10,199 9,872 12,609 12,475 12,651
Minority interest 0 2 1 1 1 1
Total equity and liabilities 10,958 14,233 15,469 18,218 18,989 19,128
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CASH FLOW 2023A 2024A 2025A 2026E 2027E 2028E
YE 31 Dec (RMB mn)

Operating

Profit before taxation 1,119 403 (293) (732) (152) 158
Depreciation & amortization 222 572 728 854 952 1,026
Change in working capital 431 (1,182) (631) 494 1,054 (890)
Others 122 287 300 67 91 122
Net cash from operations 1,894 80 104 684 1,946 416
Investing

Capital expenditure (2,122) (1,868) (806) (618) (520) (553)
Others (171) 56 4) (2,662) 29 33
Net cash from investing (2,292) (1,812) (810) (3,280) (491) (520)
Financing

Net borrowings 0 2,527 960 329 312 275
Others (94) (120) (109) 3,360 (127) (140)
Net cash from financing (94) 2,407 851 3,690 184 135

Net change in cash

Cash at the beginning of the year 1,214 720 1,398 1,530 2,607 4,246
Exchange difference 2) 2 (12) 17) 0 0
Others (492) 675 145 1,094 1,639 32
Cash at the end of the year 720 1,398 1,530 2,607 4,246 4,278
GROWTH 2023A 2024A 2025A 2026E 2027E 2028E
YE 31 Dec

Revenue 19.1% 2.5% (17.0%) (0.9%) 17.9% 20.6%
Gross profit 4.5% (12.9%) (46.0%) (37.8%) 69.1% 48.8%
Operating profit (11.7%) (56.3%) na na na 163.0%
EBITDA na (27.3%) (56.1%) (63.8%) 530.9% 42.6%
EBIT 6.9% (64.3%) na na na 543.8%
Net profit 5.0% (64.2%) na na na na
PROFITABILITY 2023A 2024A 2025A 2026E 2027E 2028E
YE 31 Dec

Gross profit margin 46.4% 39.5% 25.7% 16.1% 23.1% 28.5%
Operating margin 27.2% 11.6% (3.8%) (12.9%) 5.2% 11.4%
EBITDA margin 31.0% 22.0% 11.6% 4.2% 22.7% 26.9%
Return on equity (ROE) 12.1% 4.0% (2.9%) (6.5%) (1.2%) 1.3%
GEARING/LIQUIDITY/ACTIVITIES 2023A 2024A 2025A 2026E 2027E 2028E
YE 31 Dec

Current ratio (x) 3.7 1.7 2.0 3.2 29 3.2

Source: Company data, CMBIGM estimates. Note: The calculation of net cash includes financial assets.
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Disclosures & Disclaimers

Analyst Certification

The research analyst who is primary responsible for the content of this research report, in whole or in part, certifies that with respect to the securities or issuer
that the analyst covered in this report: (1) all of the views expressed accurately reflect his or her personal views about the subject securities or issuer; and (2)
no part of his or her compensation was, is, or will be, directly or indirectly, related to the specific views expressed by that analyst in this report.

Besides, the analyst confirms that neither the analyst nor his/her associates (as defined in the code of conduct issued by The Hong Kong Securities and Futures
Commission) (1) have dealt in or traded in the stock(s) covered in this research report within 30 calendar days prior to the date of issue of this report; (2) will
deal in or trade in the stock(s) covered in this research report 3 business days after the date of issue of this report; (3) serve as an officer of any of the Hong
Kong listed companies covered in this report; and (4) have any financial interests in the Hong Kong listed companies covered in this report.

CMBIGM Ratings

BUY : Stock with potential return of over 15% over next 12 months

HOLD : Stock with potential return of +15% to -10% over next 12 months

SELL : Stock with potential loss of over 10% over next 12 months

NOT RATED : Stock is not rated by CMBIGM

OUTPERFORM : Industry expected to outperform the relevant broad market benchmark over next 12 months
MARKET-PERFORM : Industry expected to perform in-line with the relevant broad market benchmark over next 12 months
UNDERPERFORM : Industry expected to underperform the relevant broad market benchmark over next 12 months

CMB International Global Markets Limited

Address: 45/F, Champion Tower, 3 Garden Road, Hong Kong, Tel: (852) 3900 0888 Fax: (852) 3900 0800

CMB International Global Markets Limited (“CMBIGM”) is a wholly owned subsidiary of CMB International Capital Corporation Limited (a wholly owned
subsidiary of China Merchants Bank)

Important Disclosures

There are risks involved in transacting in any securities. The information contained in this report may not be suitable for the purposes of all investors. CMBIGM
does not provide individually tailored investment advice. This report has been prepared without regard to the individual investment objectives, financial position
or special requirements. Past performance has no indication of future performance, and actual events may differ materially from that which is contained in the
report. The value of, and returns from, any investments are uncertain and are not guaranteed and may fluctuate as a result of their dependence on the
performance of underlying assets or other variable market factors. CMBIGM recommends that investors should independently evaluate particular investments
and strategies, and encourages investors to consult with a professional financial advisor in order to make their own investment decisions.

This report or any information contained herein, have been prepared by the CMBIGM, solely for the purpose of supplying information to the clients of CMBIGM
or its affiliate(s) to whom it is distributed. This report is not and should not be construed as an offer or solicitation to buy or sell any security or any interest in
securities or enter into any transaction. Neither CMBIGM nor any of its affiliates, shareholders, agents, consultants, directors, officers or employees shall be
liable for any loss, damage or expense whatsoever, whether direct or consequential, incurred in relying on the information contained in this report. Anyone
making use of the information contained in this report does so entirely at their own risk.

The information and contents contained in this report are based on the analyses and interpretations of information believed to be publicly available and reliable.
CMBIGM has exerted every effort in its capacity to ensure, but not to guarantee, their accuracy, completeness, timeliness or correctness. CMBIGM provides
the information, advices and forecasts on an "AS IS" basis. The information and contents are subject to change without notice. CMBIGM may issue other
publications having information and/ or conclusions different from this report. These publications reflect different assumption, point-of-view and analytical
methods when compiling. CMBIGM may make investment decisions or take proprietary positions that are inconsistent with the recommendations or views in
this report.

CMBIGM may have a position, make markets or act as principal or engage in transactions in securities of companies referred to in this report for itself and/or
on behalf of its clients from time to time. Investors should assume that CMBIGM does or seeks to have investment banking or other business relationships with
the companies in this report. As a result, recipients should be aware that CMBIGM may have a conflict of interest that could affect the objectivity of this report
and CMBIGM will not assume any responsibility in respect thereof. This report is for the use of intended recipients only and this publication, may not be
reproduced, reprinted, sold, redistributed or published in whole or in part for any purpose without prior written consent of CMBIGM.

Additional information on recommended securities is available upon request.
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