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EXECUTIVE SUMMARY

While the “buy everything Al” narrative continues to dominate the market psyche, structural
support for the semiconductor sector is fracturing. AMD, which is currently trading at a P/E
multiple of over 130k, is priced for a "goldilocks" scenario that ignores a reaccelerating
inflationary environment, a looming liquidity crunch in the East, and a fundamental "air pocket"
in Al ROL.

MACRO: INFLATION REGIMES AND COST OF EQUITY

The closure of the Strait of Hormuz has pushed Brent crude near $100/bbl, effectively killing the
"disinflation" narrative. With oil becoming "sticky" at these levels, the 10-year Treasury yield is
moving North, exerting massive downward pressure on high-duration growth stocks.

o The Math: As the risk-free rate climbs, the present value of AMD’s projected 2028
earnings collapses.

e Correlation Risk: We are seeing a breakdown in the traditional "Tech as a Safe Haven"
trade as energy-driven inflation forces a repricing of the entire equity risk premium.

SYSTEMIC LIQUIDITY: JPY VOLATILITY AND THEMATIC DE-GROSSING

The Japanese Yen is currently “getting smoked”, hovering near the 160 intervention zone. Rising
oil prices and a weak Yen imply a serious inflation risk for Japan on the horizon. The Bank of
Japan (Bol) is backed into a corner; any meaningful intervention to save the JPY will necessitate
an unwind of the global carry trade.

e Systemic Risk: A sudden BolJ rate hike or massive USD selling to support the Yen would
trigger a global liquidity crunch. In a "de-risking" event, the most crowded trades (Al
semi-conductors) are the first to be liquidated.

e The Trap: Investors are long AMD on "margin and hope," making it highly sensitive to
any shift in global liquidity flows.

TAIWAN FRAGILITY (TSM RELIANCE)

The market is pricing in TSMC as a permanent, invulnerable utility. This is a tactical error. With
China mounting multi-domain pressure on Taiwan and US attention fractured by the Middle
East, the reliance of AMD on a single island is a systemic single point of failure.

e The "Next Move" Discount: Even a "short-of-war" blockade or heightened
cyber-espionage would disrupt the high-end packaging (CoWoS) that AMD’s
MI300/MI1400 series depends on. The market is providing zero discount for this
geopolitical "tail risk."
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FUNDAMENTAL: CAPEX-TO-FCF DIVERGENCE

The 2026 earnings cycle has officially shifted the narrative from "Al is the Future" to "Show Me
the Money." While the "Big Five" (MSFT, GOOGL, AMZN, META, ORCL) have collectively
accelerated their 2026 CAPEX to a staggering $700 Billion, the incremental returns on that
capital are beginning to hit a wall.

e The Efficiency Gap: For the first time in this cycle, capital intensity is outstripping
revenue growth by a factor of 4:1. With Amazon committing an unprecedented $200B
and Microsoft’s cloud margins contracting by 300-500 bps, the "Golden Era" of
self-funded Al is over.

e The "Hurry Up" Clause: Investors are no longer rewarding "Infrastructure Ambition";
they are demanding Revenue Velocity. Alphabet’s recent 7.4% sell-off despite a top-line
beat proves that the market's tolerance for unmonetized CAPEX has reached its limit.

e The Looming Cut: We are at a "Watershed" inflection point. Unless we witness a
massive, sequential acceleration in Al-driven top-line growth or margin expansion in the
next two quarters, a strategic CAPEX retreat is the only logical move to protect
shareholder equity.

e The AMD Exposure: If the "Big Five" pivot to "Cost-Preservation Mode," the first budget
to be slashed will be the next-gen accelerator orders that AMD’s $350 price tag currently
depends on.

A primary risk to AMD’s current valuation is the high Degree of Operating Leverage (DOL) within
its Data Center segment. Because the fixed-cost infrastructure required for high-end Al
accelerator production is significant, small retreats in customer spending result in
disproportionate impacts on bottom-line earnings.

Model A: Segmented Sensitivity: Operating Leverage Analysis

Rev Share Operating Margin CAPEX Sensitivity
Data Center (AI/EPYC) 55% 42%  HIGH
| Client (PC/Ryzen) 20% 18%  LOW |
| Gaming (GPU/Console) 15% 12% = MODERATE |
| Embedded (Xilinx) 10% 45%  LOW |

Because the Data Center segment contributes a significant amount to total operating income, a
10% revenue miss in Al accelerators could result in an outsized 18% drop in consolidated EPS
due to High Degree of Operating Leverage (DOL).
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VALUATION SENSITIVITY: ROI vs YIELD MATRIX

The following bivariate matrix replaces static price targets with a dynamic range of outcomes.
This framework demonstrates the high sensitivity of AMD’s valuation to the interaction between
Hyperscaler CAPEX elasticity and 10-Year Treasury Yields. At a current price of $350, the market
is pricing in a "Bull Case" scenario that requires both yield stability and continued double-digit
CAPEX growth; a confluence of factors currently under threat from sticky inflationary regimes.

Model B: Sensitivity Matrix (2027 Price Targets)

Yield / Bull Case (+20% Base Case (0% Stress Case (-10% Crisis Case (-20%

CAPEX Spend) Shift) Shift) Shift)

4.25% (85x) $415 $319 $268 $204
| 5.00% (65x) $317 $244 $205 $156
| 5.50% (55x) $268 $206 $173 $132

Assumptions:

e Normalized Earnings: Forward EPS of $3.75 (Base) reflects a 19% CAGR from
FY2025 levels, smoothed to remove the transient "scarcity premium" in Al
accelerator pricing.

e Justified Multiple: The 85x base multiple is derived from a 2.0x PEG ratio on
42.5% projected earnings growth.

e Cost of Equity (ke): Calculated using a 5.0% Equity Risk Premium (ERP) and a
risk-free rate (Rf) ranging from 4.34% to 5.50%.

e Terminal Growth (g): Assumed at a constant 8.0%.

Capital Structure: Assumes no significant change in the debt-to-equity ratio or
share count through the 2027 forecast period.

TECHNICAL OVERVIEW

The current technical profile of AMD suggests we have moved beyond a standard uptrend into a
Blow-Off Top phase. When price action violates daily, weekly, and monthly boundaries
simultaneously, the probability of a "volatility reset" nears 100%.

Note: Many of the technicals referenced below can be found in Figure 1 on page 5.

1. The "Triple-Threat" Bollinger Expansion
AMD is currently trading outside the Upper Bollinger Bands on the Daily, Weekly, and Monthly
timeframes.
o The Implication: This is a rare statistical anomaly. Trading outside the monthly upper
band indicates that the current move is more than two standard deviations away from
its 20-month mean.
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e The "Rubber Band" Effect: Historically, "riding the bands" at this velocity leads to a
violent mean-reversion. A move back into the bands would likely target the 50-day MA
(5221) as the first major stop, with our $220 PT acting as the structural floor.

RSI and MACD: Momentum Terminal Velocity

e Daily RSI at 89: This is deep into the "Extreme Overbought" territory. An RSI of 89
indicates that the buying pressure is no longer driven by fundamentals but by a gamma
squeeze and automated momentum chasers.

e MACD at 27.6 / 18.7: This is a record high in the daily MACD reading for AMD. The
widening gap between the MACD Line and the Signal Line (Histogram at 9.0) suggests
the trend is "stretching" to a breaking point.

e Weekly MACD/RSI Divergences: Despite price breaking to a new record high, the
Weekly MACD and RSI readings are both lower than their 2025 highs. This represents a
classic bearish divergence, and proves that while price is up, the "engine" (internal
momentum) is actually slowing down.

3. The Volume Climax (The "Exit" Signal)
With 4 hours left in the trading day, volume has already hit 50M shares, well exceeding the
30-day average of 35.53M.
o Churn at the Top: Massive volume at the peak of a parabolic move is the hallmark of
Institutional Distribution. While retail investors are buying the "D.A. Davidson Upgrade"
headline, "Smart Money" is using this liquidity to exit large positions.

Moving Average Extension (The "Gravity" Factor)
200-day MA ($206): AMD is currently trading ~69% above its 200-day moving average.
50-day MA ($221): The stock is nearly 58% extended from its intermediate trend.

5. Structural Voids and the Path to $220
Looking at the volume profile and recent price history, there are multiple "unfilled" zones that
align with our bearish outlook:
e The $280 Pivot: There is a minor gap and a clear volume shelf near $280 that will likely
provide the first "bounce" point on the way down.
e The Primary Gap-Fill ($220 - $240): The most significant structural void exists between
the current price and the $220-5240 zone. This area represents the long-term trend
support and the site of previous breakouts.
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The Verdict: In the history of the semiconductor sector, vertical extensions of this magnitude
have never been sustainable. The "Gravity" of the 200-day MA should eventually pull price back
toward our $220 target, representing a healthy, necessary correction to the long-term trend.

Figure 1: AMD Daily Candlestick Cart, with MACD and RSI indicators.
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RISKS TO THESIS (BULL CASE)

e Upside Al Demand & Design Wins: AMD’s MI300 and MI400 series could capture a
larger-than-expected share of the non-Nvidia GPU market. Significant design wins with
tier-1 hyperscalers could provide a higher revenue floor than the current bear-case
projections.

e Continued Data Center Market Share Gains: The EPYC CPU line continues to capture
share within the data center segment. If this trend accelerates at current or improving
margins, the resulting earnings growth could offset macro-driven multiple compression.
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e Macroeconomic De-escalation: A diplomatic resolution to Middle Eastern tensions or an
unexpected decline in energy prices would likely cool the 10-year Treasury yield. A
return to a lower-yield environment would support the stock's current premium P/E
multiple.

e Software Ecosystem Maturation: Rapid adoption of the ROCm software stack may lower
the barrier to entry for Al developers, potentially increasing AMD's long-term
competitive position and terminal value.

e Systemic Liquidity Stability: If the Bank of Japan successfully intervenes in the Yen
without triggering a disorderly unwind of the carry trade, the anticipated "liquidity
crunch"” would be avoided, allowing momentum-driven sectors to maintain their current
levels.

CONCLUSION
Analysts are asking you to buy a hardware company at the peak of a debt-funded CAPEX cycle
while its customers' margins are collapsing. We believe the macro-liquidity environment is

about to pull the carpet out from under the semiconductor bull run.
Recommendation: SELL. Price Target: $220.
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IMPORTANT DISCLOSURES

This report comments on the economy and capital markets. The opinions are those of the author as of the date of

the report and are subject to change without notice. Verma Analytics will not necessarily update the report in the
event facts or opinions change. This report is for discussion purposes only. Although Verma Analytics may provide
commentary relating to investment approaches and opportunities to buy or sell securities, you should not construe
such commentary as legal, tax, investment, financial or other advice. Nothing contained in any Verma Analytics
report or any other content on our web site constitutes a solicitation, recommendation, endorsement, or offer to
buy or sell any securities or other financial instruments. Consult your own advisors if you require such advice. This
report should not be regarded by recipients as a substitute for the exercise of their own judgment and readers are
encouraged to seek independent, third party research on any companies discussed or impacted by this report. This
report is not a research report under applicable U.S. rules and regulations. Verma Analytics does not guarantee the
accuracy of any information in this report. This report may contain links to third-party websites. These links are
provided as a convenience only. By providing these links, Verma Analytics is not expressly or impliedly endorsing or
approving these other sites, nor warranting or guaranteeing the content of the materials on such sites or the
services or products that may be offered on such sites.

TERMS AND CONDITIONS OF USE

ANY USE OF THIS REPORT IS AT YOUR OWN RISK AND LIABILITY. NEITHER VERMA ANALYTICS, NOR ANY DIRECTOR,
OFFICER, EMPLOYEE OR AGENT OF VERMA ANALYTICS, ACCEPTS ANY LIABILITY WHATSOEVER FOR ANY DIRECT,
INDIRECT, CONSEQUENTIAL, MORAL, INCIDENTAL, COLLATERAL OR SPECIAL DAMAGES OR LOSSES OF ANY KIND,
INCLUDING, WITHOUT LIMITATION, THOSE DAMAGES ARISING FROM ANY DECISION MADE OR ACTION TAKEN BY
YOU IN RELIANCE ON THE CONTENT OF THIS REPORT, OR THOSE DAMAGES RESULTING FROM LOSS OF USE, DATA
OR PROFITS, WHETHER FROM THE USE OF OR INABILITY TO USE ANY CONTENT OR SOFTWARE OBTAINED FROM
THIRD PARTIES REQUIRED TO OBTAIN ACCESS TO THE CONTENT, OR ANY OTHER CAUSE, EVEN IF VERMA ANALYTICS
IS ADVISED OF THE POSSIBILITY OF SUCH DAMAGES OR LOSSES AND EVEN IF CAUSED BY ANY ACT, OMISSION OR
NEGLIGENCE OF VERMA ANALYTICS OR ITS DIRECTORS, OFFICERS, EMPLOYEES OR AGENTS AND EVEN IF ANY OF
THEM HAS BEEN APPRISED OF THE LIKELIHOOD OF SUCH DAMAGES OCCURRING.
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