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Credible operating recovery and content growth, but more confirmation than near-term acceleration

1| KEY RESULTS VS. CONSENSUS

Metric Reported Consensus vs. Cons.
Revenue $3.786 billion $3.75 billion +1.0%
Operating Income (adjusted) $1.406 billion $1.38 billion +1.9%
Net Income (adjusted, vs. Year Ago) $1.065 hillion $790 million +34.8%
Diluted EPS (adjusted) $4.20 $4.12 +1.9%

2 | GUIDANCE AND OUTLOOK

Q4 revenue guidance is $3.75 billion-$3.95 billion, below consensus at the midpoint; adjusted EPS of $4.14-$4.58 matches consensus at its midpoint.
Adjusted gross margin is guided to 58.5%-59.5%. Double-digit 2027 growth and the approximately 60% gross-margin objective were reaffirmed; 60% is
targeted during 2027, not necessarily as a full-year average. Industrial & IoT annual growth moderates to the high-20% range from 39%; Mobile declines
mid-teens annually. H1 2027 operating expenses rise to approximately 23% of revenue, then less than 23% in H2.

3 | EARNINGS ANALYSIS

MODEST BEAT, BROAD OPERATING LEVERAGE. Automotive generated
$2.070 billion, Industrial & IoT $802 million, Communications Infrastructure &
Other $503 million and Mobile $411 million. Automotive, communications and
mobile exceeded Bloomberg estimates, while industrial missed modestly despite
exceeding management’s outlook. Automotive and industrial supplied
approximately 74% of annual revenue growth. Adjusted operating margin reached
37.1%, reflecting revenue scaling against relatively stable expenses rather than a
contraction in engineering investment.

EARNINGS QUALITY NEEDS NORMALIZATION. Annual EPS growth was
predominantly operational, not a substantial share-count or tax benefit. The
operating-income reconciliation nevertheless excluded $114 million of share-based
compensation and $36 million of purchase-accounting effects. Reported free cash
flow of $1.206 billion represented 31.9% of revenue, but operating-balance
improvement explained approximately 68% of the annual operating-cash-flow
increase. Net capital expenditure of $50 million was below the $111 million
estimate. Spending timing and working-capital movements materially supported
the beat; the cash-conversion margin should not be annualized mechanically.
Capacity-infrastructure payments already sit in operating cash flow; deducting
them again would double-count the burden. Investment and identified intangible
purchases outside reported free cash flow still reduce cash available to
shareholders.

MARGIN GAINS MEET REINVESTMENT. Higher gross margin does not
guarantee uninterrupted operating-margin expansion. Development spending
increases before the larger product and manufacturing benefits arrive.
Approximately $80 million of 2027 joint-venture losses remain in adjusted
earnings; they are separate from cash equity contributions. Current price increases
offset inflationary costs rather than establish a scarcity-profit windfall. The
structural gross-margin characterization also needs qualification because utilization
benefits can reverse if demand weakens.

CAPITAL FLEXIBILITY,DEFERRED BENEFITS. Cash was approximately
$3.943 billion against $10.978 billion of debt. The additional $5 billion
authorization lifts available repurchase capacity to approximately $6.3 billion, with
acceleration planned from Q4 into 2027, not a binding expenditure schedule.
Capital expenditure is expected to rise to approximately 5% of revenue in 2027
from roughly 2% in 2026. The central risk is paying for 2028 benefits while
underestimating spending, qualification and cyclical exposure.

PRODUCT RAMPS STILL LIE AHEAD. Initial China S32K5 shipments are
expected as early as Q1 2027; S32N central-compute ramps begin late in 2027,
with fuller volumes in 2028. VSMC material starts, finished output and material
cost benefits are separate milestones. The quarter does not establish immediate
Al-infrastructure growth rates. Customer acceptance and software deployment
govern control-plane revenue conversion.

4 | KEY READ-THROUGHS

VSMC HAS CUSTOMER-BACKED DEMAND, BUT THE EARNINGS
BENEFIT LAGS THE CAPACITY RAMP

Vanguard International Semiconductor (5347) | Positive; negative for immediate 2027
accretion | Strategically material over 2028 and beyond

NXP’s approximately $565 million of remaining VSMC equity commitments and
80%-90% minimum wafer loading support funded capacity followed by recurring
purchases. Qualification and material starts precede output in 2027; larger volumes
arrive in 2028. NXP’s approximately $80 million 2027 venture-loss forecast
combines VSMC and ESMC, so it cannot be allocated entirely to Vanguard’s
venture or scaled into Vanguard earnings. The commitments do not establish
identical protection across all factory output.

BACK-END INVESTMENT BROADENS THE EQUIPMENT
OPPORTUNITY BEYOND Al ACCELERATORS

Cohu (COHU), Teradyne (TER) | Positive | Moderate significance

NXP plans additional back-end capacity in Q1 and Q2 2027 as capital intensity
rises from approximately 2% to approximately 5%. More qualified automotive and
industrial capacity requires test cells, handlers, interfaces and automation. Cohu
has documented customer exposure and Teradyne an established testing
relationship, but neither has a disclosed award for the new facility or a defensible
share of spending. Texas Instruments’ similar capacity constraint strengthens the
signal beyond NXP alone. Teradyne’s Q3 results are already reported; this
corroborates future demand.

ZONAL STANDARDIZATION CONCENTRATES FUTURE MCU
OPPORTUNITIES AROUND THE WINNING PLATFORM
STMicroelectronics (STM), Renesas Electronics (6723) | Negative | Moderate significance
at the relevant product-platform level

The Vdkswagen-Rivian S32K5 selection concentrates future processor spending
around a common platform. Consolidation can reduce independently contestable
sockets, while software, safety validation and integration make switching harder.
ST’s Stellar G and Renesas’s RH850 overlap these opportunities. The risk is
foregone future platform revenue, not a demonstrated current shipment loss; no
displaced incumbent, socket volumes or quantified peer revenue loss was
disclosed. The relevant revenue implications are concentrated in 2027-2029.

THE INDUSTRIAL RECOVERY IS BROADER THAN Al PROCESSORS,
SUPPORTING ESTABLISHED ANALOG FRANCHISES

Texas Instruments (TXN), Infineon Technologies (IFX), STMicroelectronics (STM) |
Positive | Moderate significance

Industrial & IoT revenue grew 39% to $802 million, supported by factory
automation, healthcare and data centers. More capable systems require power
management, sensing, connectivity and control alongside processors. NXP
corroborates Texas Instruments’ already-reported demand improvement and
supports forthcoming peer guidance, but its processor wins and customer mix
prevent transferring its growth rates directly to peers. Pricing offsets inflation,
rather than establishing a sector-wide scarcity-profit windfall.

Prepared from the company's earnings release and earnings call transcript. Figures as reported by the company. For information only. Not investment advice.



