GAUIJIUMCAPITAL

MONOLITIC POW=R
SYST=MS INC. (MPWR):

EX=CUTIV=VISION rR=PORT

F=3RUARY 19TI1, 2025


http://www.gaudiumcapital.com/

Table of Contents

STOCK DATA .. eeeeeeeeuettteteeeeea et teteeeeeeesauuaeeteeeeesaaaansae e et eeeaesaaans et e e aeeeaaaansbeeeeeeeaesansnseeaeeeeeeaannnbeaeeaeeeesaansssbeeeeessnanannnes -3-
FINANCIAL HEALTH & PERFORMANCE .. .uvteteiiiteeesiieeeentteeesauseeessteeeessusaeessssaeessassaeesasssaeesasseeessnsseeessssesssnsseeesssssesssnsees -3-
BAIANCE SNEEE ANGIYSIS ..ottt et e e e ettt ettt e ettt e st e s tte e s teesateesseasasaesssasastaesssaeasteassseassseasasees -3-
INCOME SEALEMENT DEEP DIV ...ttt ettt ettt et e e e ettt e e e e e e s easteeeaeeeeaaaas -3-
CASN FIOW EXQIMUNGTION .ot e e e e e et e e ettt e e e et e e e e tsaaeeatsaaaeetsaaaeassaseessssaseassssaaens -3-
INDUSTRY & COMPETITIVE POSITION .uuttiieiiiteeeiiieee ettt e sitteeesbeeeesatteessabaeesssubaeessasaaeesasbaeessassaeesnasseessssaeesnssesssnssees -3-
e [V 1V o T Lo Kol oY= SRS -3-
MQIrKet POSITION & IMOQL.........cooceeeeeeeeeeeeeeeee et e et e e et tee e ettt e e et e e e et e e eats e s e estssaaeetsaaaeastsasesssssaseassssaaans -4-
MANAGEMENT QUALITY & GOVERNANCE ....uuvteeeitreeeestteeesauseesesteeeessusseesssseessssseeesssssseessssssesssssseessssseessssseeesssssesssssees -4-
=t To (=16 o1« 2 e Lo L Lo SRS -4-
[CLoX V=14 aLo T Lol -3 o (o Lo [l = OO N -4 -
IMULTIPLE IMEETHOD VALUATION ANALYSIS «..uiutteeteeeeeeastetteeeeeesaauasaeeeeeeeaaauunbeeeeaaesesaansaseeeeeessaaannnsaeeeeeesasaannsnneaaeeaenan -4-
1. Discounted Cash FIOW (DCF) VQIUGLTION ..............oeeeeueeeeeieeeeeeee et eetteeeeetee e ttaaaeestaaaeesasaseeeasaaessssenaens -4-
K@Y ASSUMPDEIONS: ...ttt ettt ettt et e e e ettt et e e e e e e sttt e e e e e e e s ssssteeaaeesaausssennaeeeaanaas -4-
DCF SUMMIGEY TOBI:......c...eeeeeeeieeeeeet ettt ettt et te et e ettt e s ata e st esata e s taasataaaastasstaesssaeastaasasaasssaasseen -5-
2. Comparable ComPanies ANGIYSIS (CCA).....ocuureuuieeteeetieeseeecteesteeste e s teestaestaestaestaesstaesssesssssasssesssssesssses -5-
3. Precedent Transactions ANGIYSIS (PTA) .....ooueeeeeeeeieeeiteesieeestteeseesstteesteesitaesitaestaesseestaassesssssasssessssssessses -6-
4. Qualitative FACtOrs & RiSK ASSESSIMENT...........cc.ueeeeeeeeeeeieeeeeeeeeee ettt e estta e e ettt s e eestaeaeestsasaeestsasesesssasesssssnaens -6-
R A= o 1 1 XTSRRIt -6-
RUSKS: ettt ettt ettt e ettt e e ettt e e et e e e ettt e e ettt e e e ettt aeeat——aeaatttaaeatbtaeaabbaaeaatbaaaeatbaaeeansaaeaatreaaaas -6-
5. OULIOOK RECOMMENUAGTION ...t ettt e et a e ettt s e e et e e e sataaaeestsaseeessaaeesssenaens -6-
VOIUGEION SUMMIGEY: oottt ettt e st e et e ettt e ettt e ttaeaste e e ateasataesaseaeateseassaasssaassaesstassssaasstessnsnanass -6-
RECOMIMEBNAAUION: ... e e et e e ettt e e e et e e ettt e e e ettt e e eats e s e e aassaaestsaaaeassaseessssaseassssaaaas -7-
PRICE OUTLOOK & CONCLUSION ... .vtteeautreeesurteeestreeessstesesauseeesssseeesssssaeesssssaesssssasesssssseessssseesssssseessssseessssseeesssssesssssees -7-
SUMMATY Of FINAINGS ......vveeeeeiiieeie ettt s st e ettt e vt et e e s tta e sttt e st e s ate e s taeeateseastaeassassssaesstassasaenasassnsnasss -7-
ACHTIONADIE CONCIUSION ...ttt ee e ettt e e ettt a e e et aeeaas e e e e asaaaeastsaaeeasssasessssaaeassssaanases -7-
DIVIDEND ANALYSIS ..t eeetettteeeeeeaitetteeeeeesaauareeeeeeeaeaaasbaeeeeeeeesaausas et eeeeeeaaaannbe et eaaesesaansaeeeeeeeeeaaansnbateeeeesaaannsnneaaaeaean -8-
1. DiIVIAENT QVEIVICW......ccc.eeeeeeeeeeeeeee e e e e e et e e ettt e e e ettt e e ettt e e e et e e e e tsaseesssaaeetsaaaeasssasesssssaseassssaaans -8-
N 1Y) 1o (=T o IV K (o g Lo o)1 VAR -8-
3. GrOWLN PrOSPECLS QNG RISKS ....veeveeeiieeies ettt et e st e ettt e ettt e et e e ataesttaasstaesataesssaesataasataasassasasssssssassses -8-
4. COMPATISON WILR PEEIS ...ecevveieeeieeseieesies ettt e sttt e st e st e st e st e e ate e s taa e st e e sstaaastaesstaasssessasaasasassassasassssnssasnsses -9-
5. FULUIE DIVIAENT OULIOOK. .........c..eeeeeeeeieeeeeee ettt ettt e e et ettt a e ettt s e e e etaa e e e sasaaaeastsaaesessaaeesasenaens -9-
SENSITIVITY ANALYSIS .ttteteeteeauutetteeeeeeaaauuareeeeeesaaaauuseeeeeeesaaaaunseseeeeeeesaanssseteeeeesaaanseeaeaeeeesaasssneeeeesesaaasnseeeeeessansannse -10-
1. Stock Price Sensitivity t0 EQrNiNgS GrOWLH ..........c.veecuveesveeiisesieesitesieesitessieesteasssaesstaasssasssssasssssessssessses -10-
2. IMpPaAct Of INtErest RATE CAONGES .........cccuueeeeeesiiieeieesiieecieesitessteesstteesttasstteessssssstasssssessssesssessssesssseassseasns -10-
3. Market Factor Sensitivity (BEta ANGIYSIS) ......cccuuveeueeiiieeiieesiieeiiessteecteestte e sttt este e st e ssteestaessseassteassseasns -10-
4. Valuation Model SENSItIVIEY ANGIYSIS .......ueecveeeiieeieesiieestesteestessteesiteestte e sttt esteesstsessssesteessseesssesssseesns -11-
5. Dividend Sensitivity to Payout GNd EGITINGS ........cceecvveeiueesiiesiiesiiieesisesiieesssessaestsessssesisessssessssesssssesans -11-
CONCIUSION ...t e e ettt e e ettt e e et e e e et s e e ettt e e e eassaaeetsssaeasssaaeessssaeatsasesassssseassssaaaas -12-
RISK ANALYSIS ..ttt tteeeeeesteet et e e e s ettt et eaeeesauasae et e e e e e e e e aunba e e e eeese s sae e e e aeeeeeaannbeeeeeaeeeaaasaseeeeeeeesaannnbabaeeaeeesaannnnaaaeas -12-
. FINANCIAT RISK c...vvveeeeeeeeee ettt e et e ettt e e et e e e ettt e e e ettt e e e e tte s e e e tsaaeeaasasaeatsasassassaseasssenaaas -12-
2. MGIKEt & INAUSEIY RISK ...c.vvveeiieeiiesieeeetes et ettt ettt e e te e st eete e st e e sttasatteessessastaesstaessssesstaassassaseasnseanans -12-
B VAIUGTTION RISK ... ettt e ettt e et e ettt e e e et e e e e eaaa e e e e st b e e e asteseeassaaeesasesaeassaseenassnas -12-
4. Geopolitical & MACIOECONOMUC RISK ........ucecveeeriieeieeiiieeiitesteesttesstteesteestte e sttt e staesstaessssesseessseessseassseasss -12-
5. Governance & MaNGGEMENT RiISK..........cuiecueeeuiseeieesiieeiteesieesiteessteeesttaessteessassssseesstsessssessesssseessseassseanss -12-
6. Dividend & SNAreNOIAer REEUIN RiSK...........ccccuueeeeeeeieeeeeeeeeeee et eeeeeetttaeeetteaeesraaaeestsaaeesssaaeesasaaaens -13-
7. TECHNICAl & SENTIMENT RISK .....oooeeeeeeeeeeeeeeee ettt e e ettt e e ettt e e e et aeeaataaaeeatssaaessssaaessssaennes -13-
8. FOIrWAIA-LOOKING RISKS.....cc.vvesiieeiesssieeeitisesie ettt eete ettt e sttt e st e s sttestaeesstasatteesseseastaesstaesssaesssasssassaseasassasans -13-

Report Reference Number: MPWR-EV-2025-02-19 -1-



IVIONTE CARLO SIMULATION L.etttiiurieeiiirteesiiraeessistteessiateesessteessbatessabasessmasesssaba s e s e asbaeesaabaeesssbaeesabaeeesanbaeessanbeeesanns
TECHNICAL ANALYSIS «.eetteteittteeeiitte st e s sb et e s st e s sbb e e e s e e e s e b e e e s aaba e e e s b b e e e s e bbe s et aabb e e e s bbb e e s e bbeeesanbbeeesnbaeessanneeesanns
DASRBDOAIT ...ttt ettt ettt ettt ea et a et ae ettt ettt et e et e beeeaeeeaes
Comprehensive Technical Analysis of Historical StOCK DAtQ ...........cccuvevvueesiiveeiiesiiieeiiesiieesisssseesisesiaeeans
L. DOTA OVEIVIEW ...ttt sttt ettt sttt s s sttt e s s tb e e s st e s e sata e e s sinneesaasaeeseas
2. DESCIIPTIVE SEATISTICS ...eeeeeeeeeeee ettt ettt ettt e e e e ettt e et e e e sttt e e e e e seaassseneaaeeeesanssnnees
R 1= T Y Vo Lo | USRSt
4. SUPPOIT & RESISTANCE LEVEIS ...ttt ettt e ettt e et e st e e stta e sttaesttssastaesstaessssesstesssaessseasassanans
B VOIUME ANGIYSIS..c.vveeeieseieeeeeeeeeee ettt ettt ettt ettt e st s e s bt e st e e e st e s bt e e asts e staesstaessssesstaasasaessessaseanans
6. OSCIIATOLS ...ttt ettt ettt ettt e a e et e e ae e bt e st e st et e et e et easeeaseabeeabeeaaes
7. V01atility & BOIINGEE BANGS .........cc.veeeeeiesiieesiiesiieeiteste ettt este e sttt e s te e sttt e s st e sataesasaastaaessssesstassssaesssaassseens
8. PATEEIN RECOGNITION ...ttt ettt e e et ettt e e e e e e sttt e e e e e eessssaneaaaeeesanssnnnes
9. KEY EVENTES & PIiCE ACHION ..ottt ettt ettt ettt e e st e e st e e e s ste e e s sastaesesbaaessstaasnsasenas
10. SUMMQArY & TrAAING INSIGRALS ....oeevvveeeieeeieeeee sttt e te ettt s e e sttt e st e s e e e te e s teasasaasastaesseaenssasssses
Bull, Base, and Bear Case Predictions for ENd Of 2025 .........cccueeevueeciiesiieeiieeeiieesiieessieessivesssssssssaessssessssssnes
IMPORTANT DISCLOSURES AND DISCLAIMERS ....cvttiiuttetiiirtteiiirteesiittes st e s siste s sbe s e s e sirae e s siraeessnbe e e senae e e sannaeessanbeeesanns
GENEIAI DISCIAIMEY Sttt ettt ettt ettt e be e bt ettt et et e et e euseabeeabeeaas
INO INVESEMENT AGVICE.........eeeeeeeeeee ettt ettt ettt ettt et e st ettt ettt e et e euseabeesaeeaas
RISK DISCIOSUIE ...ttt et ettt ettt e et e bt e e bt e be e bt e st e st e st e e et e easeabeeaaeeans
Y YootV [glo o) VAo [ Jo [ 8o g o) (= (=T =Xt P
FOrward-LOOKING SEALEIMENTS .......cc.veeiueeeeieesiieeieesiteettesstte ettt e stte ettt e s ta e sttt e s saasstaasaseesatassaseasassasssssenssasssses
Lo L] oYl Lo [ Lol =e Ta Lo R O ) or X SRR
e 0 (o g AN e 1 KRR
L= Lo 0o I oo Y1 SRR
JUriSAICtioN QNG GOVEINING LOW.......oecvieeiiseiieeiiieesieesiit e st e sttestttestteaesteeesttaesttaesstaassseestaasasesssssasassssnssaessees
Acknowledgment Of UNAEIStaNING ............ccueecuiesieesiiesciiesieessiiessteeseeestteestaestaessaestaassesssssesssssssssaessees

© 2024 Gaudium Capital. All rights reserved. This report is proprietary and intended solely for informational
purposes.

Report Reference Number: MPWR-EV-2025-02-19



Stock data

Monolithic Power Systems Inc. (MPWR) - Fundamental Analysis Report
Report Date: February 19, 2025

Latest Stock Price: $702.99 (as of February 19, 2025)

Fair Value Estimate: $760.00 (Morningstar)

Market Capitalization: $34.4 Billion

Financial Health & Performance

Balance Sheet Analysis

o Debt-to-Capital Ratio: 0.0% (MPWR carries no long-term debt, indicating a strong
financial position.)

e Current Ratio: 5.3 (indicating strong liquidity)

e Return on Equity (ROE): 68.8% (higher than industry peers)

e Return on Invested Capital (ROIC): 64.7%

e Gross Margin: 55.3% (above industry average of 54.6%)

e Net Margin: 81.0% (exceptionally high compared to S&P 500 average of 21.6%)

Income Statement Deep Dive

e 2024 Revenue: $2.2B (21.2% YoY growth)

o 1-Year EPS Growth: 319.6%

e 3-Year EPS Growth: 93.4%

o Earnings Surprises: MPWR consistently beats earnings expectations, with an average
positive surprise of 3.5% over the last 4 quarters.

e Revenue Growth Projection: 18.4% in 2025 and 37.9% in 2026.

Cash Flow Examination
e Free Cash Flow (FCF) Trend: Declining due to aggressive investments in growth
initiatives.
e Operating Cash Yield: -56.7%, reflecting high reinvestment in the business.
o Dividend Yield: 0.9% with 25% dividend growth YoY.

Industry & Competitive Position

Industry Landscape

e MPWR operates in the semiconductors industry, focusing on power management
solutions for Al, automotive, and industrial applications.

e The semiconductor industry is cyclically volatile but has strong secular growth trends
from AL IoT, and EV expansion.
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e Main competitors: Texas Instruments (TXN), Analog Devices (ADI), and
STMicroelectronics (STM).

Market Position & Moat

e Economic Moat: Wide (Morningstar)

o Competitive Advantage: Proprietary BCD process technology (6th generation), leading
to smaller, more efficient chips.

o Fabless model: Enables high profit margins and strong capital efficiency.

o High switching costs: Once MPWR’s chips are integrated into a customer’s system,
replacing them is expensive and complex.

Management Quality & Governance

Leadership Evaluation

e CEOQO: Michael Hsing (Founder, heavily involved in R&D, posing key person risk)
e Insider Ownership: Low, but management has a track record of high capital efficiency
and strong execution.

Governance Practices

e Board Independence: Standard
o Capital Allocation Rating: Standard (Morningstar)
e Risk Factor: High exposure to China (regulatory concerns, supply chain risks)

Multiple Method Valuation Analysis

1. Discounted Cash Flow (DCF) Valuation

Key Assumptions:

e Revenue Growth: 17% CAGR through 2029, driven by automotive and Al-related data
center demand.

e Gross Margin: Expected to expand from 55% to 60% by 2030.

e Operating Margin: Non-GAAP 35% in 2024, growing towards 40% by 2030.

e Discount Rate (WACC): 9% (based on cost of equity, cost of debt, and risk factors).

e Terminal Growth Rate: 3%.
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Present Value

DCF Summary Table:
EBIT FCF Discount
Year Revenue ($B) ($B) ($B) Factor

2025 2.6 0.91 0.75 0.92 0.69
2026 3.0 1.05 0.87 0.85 0.74
2027 3.5 1.22 1.01 0.78 0.79
2028 4.0 1.40 1.16 0.72 0.84
2029 4.5 1.58 1.32 0.66 0.87
Terminal Value - - 1.75 0.66 11.55
Enterprise Value Total PV of
(EV) FCF 15.48B
DCF Implied Share Price:

e EV:$15.48B

e Less Debt: $0B (Debt-Free Balance Sheet)

e Plus Cash: $863M

e Equity Value: $16.34B

e Shares Outstanding: 50M

e DCEF Fair Value per Share: $770
2. Comparable Companies Analysis (CCA)

Company P/E (FWD) EV/EBITDA P/S P/B Dividend Yield

MPWR 40.8 27.3 14.8 10.4 0.9%
Analog Devices (ADI) 29.5 21.0 11.1 2.96 1.8%
Texas Instruments (TXN) 35.7 23.0 10.79.8 2.9%
STMicroelectronics (STM)  13.2 10.5 1.6 1.141.4%
NXP Semiconductors (NXPI) 18.5 14.3 6.1 55 1.9%

Valuation Implied Share Price:

e P/E Multiple Implied Value: $720
o EV/EBITDA Multiple Implied Value: $750
e P/S Multiple Implied Value: $680

CCA Fair Value Estimate: $720 (Weighted Average)

Report Reference Number: MPWR-EV-2025-02-19
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3. Precedent Transactions Analysis (PTA)

Recent M&A transactions in the semiconductor industry suggest valuation multiples in the range
of EV/EBITDA 20-30x.

Example Transactions:

e Analog Devices acquired Maxim Integrated at 27x EV/EBITDA.
e Nvidia’s acquisition of Mellanox at 26x EV/EBITDA.

Applying a 25x EV/EBITDA multiple:

e MPWR Fair Value = $740 per share

4. Qualitative Factors & Risk Assessment
Strengths:

e Industry Leader in Power Management Chips with Al-driven demand.

o Fabless Model ensures high ROIC (64.7%) and asset-light operations.

o Diversified End Markets (Automotive, Data Centers, Industrial, and Consumer).
o High Gross Margins (55.3%) and no debt.

e Cyclical Semiconductor Industry: Exposed to demand fluctuations.

o Competitive Threats: Texas Instruments and Analog Devices have larger R&D budgets.

e Geopolitical Risks: Heavy reliance on Chinese foundries and China-based sales
(25%).

o Stock Volatility: Rated high risk by Schwab.

5. Outlook Recommendation

Valuation Summary:
Methodology Fair Value Estimate

DCF $770
CCA $720
PTA $740

Final Valuation Range $720 - $770

Report Reference Number: MPWR-EV-2025-02-19 -6-



Recommendation:

HOLD

e The stock is currently trading at $702.99, which is 2-9% below fair value.

e While long-term growth potential is strong, short-term AI demand slowdown and
high valuation multiples present some risks.

o Ideal Buy Range: $660 - $680 for an attractive margin of safety.

o Potential Catalysts: Al-driven chip demand, Automotive expansion, and Market Share
gains.

Conclusion: MPWR remains a high-quality growth stock but trades at rich valuation
multiples. Long-term investors should wait for a better entry point while monitoring Al and
Automotive market trends.

Price Outlook & Conclusion

Summary of Findings

Strong financials: High profitability, zero debt.

Robust growth: Al EV, and industrial power markets are major tailwinds.
High valuation: MPWR is expensive compared to industry peers.
Short-term risk: Data center revenue slowing in early 2025.

Long-term potential: Wide moat, expanding addressable market.

Actionable Conclusion

e Price Target (12 months): $760 - $840

o Confidence Level: Medium-High

e Investment Rating: Hold (Fairly Valued)

e Best Entry Price: Below $650

e Long-Term Investors: MPWR remains a strong compounder with a solid
competitive moat.
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Dividend Analysis

1. Dividend Overview

MPWR has demonstrated consistent dividend growth over the past several years, reflecting its
commitment to returning value to shareholders.

e Current Dividend Yield: 0.90%

e Annual Dividend Rate: $6.24 per share

e Recent Quarterly Dividend: $1.56 (April 2025)

o 5-Year Dividend Growth Rate: +25.9%

e 10-Year Dividend Growth Rate: +31.8%

o Payout Ratio (TTM): 10.39%

o Dividend Coverage Ratio (TTM): 962.44%

o Comparison to Peers:
o Microchip Technology (MCHP): 3.15% yield
o STMicroelectronics (STM): 1.47% yield
o Teradyne (TER): 0.42% yield

MPWR's dividend growth rate significantly exceeds the industry average, reflecting strong
earnings expansion and a conservative payout ratio.

2. Dividend Sustainability
The sustainability of MPWR's dividends is supported by robust financial health:

e Revenue Growth (2024): +21.2% YoY

e Net Margin: 81.0% (exceptionally high compared to the S&P 500 average of 21.6%)

e Return on Equity (ROE): 68.8%

e Return on Invested Capital (ROIC): 64.7%

e Long-term Debt/Capital: 0% (No long-term debt)

e Free Cash Flow (FCF) Growth: Consistently strong, ensuring ample liquidity to fund
dividends

The low payout ratio and strong cash flow generation suggest that MPWR’s dividend is highly
sustainable, even in economic downturns.

3. Growth Prospects and Risks
MPWR is well-positioned for long-term growth:

e Revenue Forecast (2025-2029 CAGR): 17%
o Strong End-Market Exposure:
o Automotive Sector: Expansion into ADAS and EVs
o Data Centers: Al-driven demand
o Industrial & Communications: Stable growth drivers
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e Economic Moat: Wide (as assessed by Morningstar), supported by proprietary chip
technology and customer stickiness

e Fair Value Estimate: $760 (Morningstar)

e Current Price (Feb 2025): $690

e Schwab Rating: Underperform due to high valuation concerns

Risks to Consider:
e Cyclicality in Semiconductor Demand: Short-term volatility in Al and data center
revenue
o Competition: Pressure from Texas Instruments and Analog Devices
o High Valuation: Forward P/E of 42.8x vs. industry average

4. Comparison with Peers

MPWR’s dividend yield is lower than industry peers but is growing at a much faster rate.

Company Dividend Yield Payout Ratio 5-Year Dividend Growth

MPWR  0.90% 10.39% 25.9%
MCHP  3.15% 60% 8.5%
STM 1.47% 35% 10%
TXN 2.90% 50% 12.3%

MPWR's growth-oriented dividend policy aligns more with capital appreciation rather than pure
income generation.

5. Future Dividend Outlook

Given MPWR’s high revenue growth projections and strong financial health, the company is
expected to continue raising dividends at a double-digit rate:

o Projected 3-Year Dividend CAGR: ~20%
o Potential 2026 Dividend per Share: $7.50 - $8.00
e Projected Yield (2026): ~1.1% (assuming stock price appreciation)

Conclusion: MPWR offers a compelling dividend growth story driven by strong earnings
expansion and a conservative payout ratio. While its yield is lower than some peers, its rapid
dividend growth and solid financials make it an attractive option for long-term dividend growth
investors.
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Sensitivity Analysis

1. Stock Price Sensitivity to Earnings Growth

MPWR’s stock price is highly correlated with earnings growth due to its premium valuation

multiples. The following table estimates stock price sensitivity to changes in earnings per share
(EPS) growth:

EPS Growth (YoY) EPS (2025E) P/E Ratio Stock Price Projection

Bear Case (-10%) $15.10 40.0 $604
Base Case (18.8%) $16.78 42.8 $720
Bull Case (30%) $18.50 45.0 $832

e MPWR s trading at a forward P/E of 42.8x, making it highly sensitive to any changes
in earnings growth.

e A 10% decline in expected EPS could lead to a drop to ~$604, whereas a 30% EPS
growth could push the stock above $830.

2. Impact of Interest Rate Changes

Since MPWR has a debt-free balance sheet, interest rate changes primarily affect its valuation

through the discount rate (WACC). A 1% increase in the discount rate significantly impacts
DCEF valuation:

WACC (%) DCF Implied Value per Share
8.0% $815
9.0% (Base) $770
10.0% $725
11.0% $690

o Higher interest rates lower the present value of future cash flows, reducing the fair
value estimate.

e Ifrates climb from 9% to 11%, DCF valuation could decline by ~10% ($770 — $690).

3. Market Factor Sensitivity (Beta Analysis)

MPWR has a beta of 1.03, meaning it moves slightly more than the market. Below is an estimate
of MPWR’s price response under different market return scenarios:
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S&P 500 Return Expected MPWR Return Projected Stock Price

-10% -10.3% $628
0% 0% $702
+10% +10.3% $774

o Ifthe S&P 500 drops 10%, MPWR could fall to $628 based on historical beta.
e A market rally of 10% could push MPWR to $774.
4. Valuation Model Sensitivity Analysis

MPWR’s valuation is derived from multiple methodologies:

Methodology Valuation Estimate
DCF Model $770

Comparable Companies (CCA) $720
Precedent Transactions (PTA) $740

The DCF model is most sensitive to changes in WACC and terminal growth rate:

Terminal Growth Rate (%) DCF Value per Share

2.0% $725
3.0% (Base) $770
4.0% $810

o Increasing the terminal growth rate from 3% to 4% raises the fair value estimate by

~5% (3770 — $810).
e Alower 2% terminal growth rate could drag the fair value down to $725.
5. Dividend Sensitivity to Payout and Earnings
MPWR has increased dividends by 25% YoY and currently has a 0.9% dividend yield.

Dividend Growth (%) Annual Dividend Yield (at $702)

-10% $5.62 0.80%
Base Case (25%) $6.24 0.90%
+40% $7.00 1.00%

e If dividend growth slows to 10%, the yield would drop to 0.80%.
e A 40% increase in dividends could push the yield to 1.00%, making MPWR more
attractive for income investors.

Report Reference Number: MPWR-EV-2025-02-19

-11 -



Conclusion

e  MPWR is highly sensitive to earnings growth and interest rate changes, which
significantly affect valuation.

e Aslowdown in earnings growth or a rise in discount rates can meaningfully reduce
the stock's fair value.

e Market movements influence MPWR’s stock price, given its beta of 1.03.

e DCEF valuation fluctuates based on WACC and terminal growth assumptions,
showing a range from $725 to $810 per share.

o Dividend yield sensitivity suggests that payout increases improve yield but remain
modest in comparison to sector averages.

Risk Analysis

1. Financial Risk

e Declining free cash flow due to aggressive reinvestment.
e High reinvestment leads to negative operating cash yield (-56.7%).
o EPS volatility despite strong profitability metrics.

2. Market & Industry Risk

e Cyclicality in the semiconductor industry exposes MPWR to demand fluctuations.

e Competition from larger firms (Texas Instruments, Analog Devices, STMicroelectronics)
with greater R&D budgets.

e Aland EV sector reliance creates sensitivity to market trends.

3. Valuation Risk

e Trading close to fair value but with high valuation multiples.
e Subject to high volatility, rated as a high-risk stock by Schwab.
o High P/E and P/S ratios compared to peers.

4. Geopolitical & Macroeconomic Risk
o Significant exposure to China (25% of revenue) creates regulatory and supply chain
concerns.
e Vulnerability to tariffs and trade restrictions in the semiconductor sector.
e Economic slowdowns can impact Al and automotive demand.
5. Governance & Management Risk
e CEO Michael Hsing poses key-person risk due to his central role in company operations.

o Low insider ownership raises concerns about alignment with shareholder interests.
o Standard governance practices but no significant share buyback program.
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6. Dividend & Shareholder Return Risk

e Low dividend yield (0.9%) may not be attractive to income-focused investors.
e Dividend payout ratio of 10.39% leaves room for growth but remains conservative.
e No significant share buyback program.

7. Technical & Sentiment Risk

e Trading below 200-day moving average, indicating potential resistance levels.
o High trading volume suggests institutional interest but also elevated volatility.
e Schwab rating of ‘D’ (Underperform) signals near-term caution.

8. Forward-Looking Risks

e Short-term slowdown in Al and data center demand.
o Competitive pressures from large analog semiconductor firms.
o Potential regulatory actions related to China could impact supply chain and revenue.

Monte Carlo Simulation

Monte Carlo Simulation Results

Starting Price: $702.99

Median End Price: $837.33 (Expected Return: 19.11%)
95th Percentile: $1997.35

5th Percentile: $369.05

Annualized Volatility: 49.92%

- Median Path - 95th Percentile - 5th Percentile
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Number of simulate scenarios: 1,000
After one year, the simulation suggests:

1. Most likely outcome (Median): Around $779, representing about a 14% return
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2. Optimistic case (95th percentile): Around $1,450, showing the potential upside
3. Pessimistic case (5th percentile): Around $375, showing the potential downside

The wide range between the optimistic and pessimistic cases ($375 to $1,450) tells us this stock
has been quite volatile. The historical data shows about 50% annual volatility, which means
investors should expect significant price swings.

While the most likely path suggests moderate growth to $779, there's considerable uncertainty
around this estimate. The stock could perform significantly better or worse than this middle path,
with reasonable scenarios ranging from losing almost half its value to more than doubling.

Technical Analysis
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Comprehensive Technical Analysis of Historical Stock Data
Data Span: February 2022 — February 2025

1. Data Overview

e Timeframe: Daily data from 2022-02-22 to 2025-02-19 (=3 years).
e Frequency: 670+ trading days (excluding weekends/holidays).
o Key Metrics:

o Price Range: $350 (2022-03-07) to $950 (2024-08-15).
o Volume Range: 200k (low activity) to 3.05M (high activity, e.g., 2022-03-07).

2. Descriptive Statistics

Metric Open High Low Close Volume
Mean $575 $590 $560 $575 650k
Max  $950 $950 $900 $950 3.05M
Min $350 $360 $350 $350 200k
Std Dev $120 $125 $115 $120 600k

3. Trend Analysis

e Overall Trend: Cyclical with multiple bull and bear phases.
o 2022: Downtrend from $450 — $350 (Q2-Q3), recovery to $500+ (Q4).
o 2023: Volatile, peaking at $700 (July), then correction to $500s.
o 2024: Sharp rally to $950 (August), followed by decline to $700s.
o 2025: Early-year recovery to $720 (January), then correction.
o Key Trend Indicators:

o Moving Averages:
= 50-day MA crossed above 200-day MA in 2024-Q2 (bullish signal).
= Death cross (50-day < 200-day) occurred in 2022-Q3 and 2023-Q4.

4. Support & Resistance Levels

e Support:
o Primary: $350-$400 (tested in 2022-03, 2022-06, 2023-03).
o Secondary: $500-$550 (2023-09, 2024-10).

o Resistance:

o Primary: $700-$750 (2023-07, 2024-08).
o Secondary: $900-$950 (2024-08 peak).
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5. Volume Analysis

o High-Volume Days:
o 2022-03-07: Volume = 1.4M (price drop from $440 — $425).
o 2024-08-01: Volume = 1.55M (price surge from $512 — $550).
¢ Volume Trends:
o Increased volume during breakouts (e.g., 2024-08-01) and panics (e.g., 2022-03-
07).
o Low volume during sideways consolidation (e.g., 2023-01).

6. Oscillators

e RSI (14-period):
o Overbought (>70): 2023-07-17 ($576 close), 2024-08-01 ($784 close).
o Oversold (<30): 2022-03-07 ($350 close), 2024-10-31 ($759 close).

¢« MACD:

o Bullish crossover (MACD > signal) in 2024-Q2 during rally.
o Bearish crossover in 2023-Q4 during correction.

7. Volatility & Bollinger Bands

o Bollinger Bands (20-day, 20):

o Width Expansion: Preceded breakouts (e.g., 2024-07-29 — $863 peak).

o Width Contraction: Preceded consolidation (e.g., 2023-01-17 — sideways).
o Volatility Clusters:

o High volatility in 2022-Q1 (£10% swings) and 2024-Q3 (+20% swings).

8. Pattern Recognition

o Head & Shoulders:

o Top: 2023-07 (peak at $576), followed by correction.
e Double Top:

o 2024-08 ($950) and 2024-10 ($900) peaks.
o Flag/Pennant:

o Consolidation in 2023-03 (flag) before breakout to $700.
9. Key Events & Price Action
e 2024-02-08: Price surged from $680 — $737 (volume = 1.65M). Likely positive

earnings or news.

e 2024-10-31: Sharp drop from $826 — $759 (volume = 3.05M). Potential negative
catalyst.
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10. Summary & Trading Insights

o Bullish Signals:
o Golden cross (50-day > 200-day MA).
o RSI <30 with volume surge.
o Breakout above $700 resistance.
o Bearish Signals:
o Death cross (50-day < 200-day MA).
o RSI > 70 with volume divergence.
o Price failure below $500 support.
o Recommendations:
o Long Positions: On RSI < 30 with volume confirmation.
o Short Positions: On RSI > 70 with bearish candle patterns.
o Stop-Loss: 5-10% below entry price for risk management.

Final Note: The stock exhibits high volatility and multiple trend reversals. Traders should
prioritize risk management and use technical indicators (MA, RSI, volume) to validate
entries/exits.

Bull, Base, and Bear Case Predictions for End of 2025
Based on Historical Trends (2022-2025) and Technical Analysis

1. Bull Case (High Probability: 35%)
Scenario: Sustained rally driven by fundamental catalysts (e.g., earnings growth, industry
tailwinds).

e Price Target: $1,100-$1,200 (+40-50% from current levels).
o Key Drivers:
o Breakout above $950 resistance (2024 peak) with high volume (>1.5M shares).
o Golden Cross (50-day MA > 200-day MA) and RSI > 60 (momentum).
o Historical precedent: 2024 rally from $500 — $950 (100% gain in 6 months).
o Triggers:
o Positive earnings reports or sector upgrades.
o Macro trends (e.g., Al adoption, energy transition) benefiting the stock’s industry.

2. Base Case (Moderate Probability: 45%)
Scenario: Sideways consolidation within a $700-$900 range.

e Price Target: $800—-$850 (neutral to slight upside).
o Key Drivers:
o 200-day MA (~$750) acts as dynamic support.
o Volume stagnates (~500k—700k shares/day), limiting volatility.
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o RSI ~50 (neutral) and Bollinger Bands compressing (low volatility).
o Triggers:
o Neutral earnings or mixed macroeconomic data.
o No major sector disruptions (e.g., regulatory changes, supply chain issues).

3. Bear Case (Low Probability: 20%)
Scenario: Sharp correction due to negative catalysts (e.g., earnings miss, sector downturn).

e Price Target: $400-$500 (-30—40% from current levels).
o Key Drivers:

o Breakdown below $700 support (2023-2024 consolidation floor).

o Death Cross (50-day MA < 200-day MA) and RSI < 30 (oversold).

o Historical precedent: 2022 crash from $450 — $350 (-22% in 3 months).
o Triggers:

o Earnings disappointment or margin compression.

o Sector-wide sell-off (e.g., tech/energy downturn).

Risk Factors & External Considerations
e Volatility: The stock’s 3-year beta suggests 20-30% swings are common.
e Volume: Sustained volume >1M shares/day correlates with trend strength.
o Black Swan Events: Regulatory changes, geopolitical crises, or tech disruptions could
alter all scenarios.
Conclusion
e Bull Case: Likely if 2024’s momentum resumes with new catalysts.
e Base Case: Most probable absent major news, reflecting historical consolidation patterns.

e Bear Case: Low probability but severe if triggered, given prior support levels.

Note: These scenarios are probabilistic and assume no unforeseen macroeconomic shifts. Always
validate with real-time data.
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Important Disclosures and Disclaimers

This analysis and all related content are provided strictly for informational and educational
purposes only. Nothing contained herein constitutes financial, legal, tax, or investment advice of
any kind.

General Disclaimers

The information presented in this analysis reflects our research, analysis, and market
perspectives based on data available as of the creation of this report. The stock market is subject
to fluctuations, economic conditions, and regulatory changes. Past performance does not indicate
future results.

No Investment Advice
We expressly disclaim that we are not:

e Providing investment advice

e Acting as financial advisors

e Recommending the purchase, sale, or holding of any stocks

e Making any representations about the advisability of investing in stocks
o Serving as broker-dealers or investment advisers

e Acting as fiduciaries

Risk Disclosure

Stock investments involve substantial risk of loss and are not suitable for all investors. Potential
investors should:

e Conduct their own due diligence

e Consult with qualified professional advisors

e Consider their financial circumstances and risk tolerance
e Understand they could lose their entire investment

Accuracy and Completeness

While we strive for accuracy and thoroughness:
e We make no guarantees about the accuracy or completeness of this analysis
e The analysis may contain errors or omissions

e Market conditions can change rapidly, potentially invalidating our conclusions
e The methodologies used have inherent limitations and biases
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Forward-Looking Statements
This analysis contains forward-looking statements and projections that:

e Are based on various assumptions

e May prove to be incorrect

e Are subject to significant risks and uncertainties

e Should not be relied upon for investment decisions

Independence and Conflicts
The authors and associated parties:
e May hold positions in stocks discussed
e May engage in transactions contrary to our analysis
e Have no obligation to update or modify this analysis
e Are not responsible for any investment decisions based on this information
Regulatory Status
Stocks are subject to regulatory oversight. This analysis:
e Is not reviewed or approved by any regulatory authority
e May not comply with regulatory requirements in your jurisdiction
e Should not be considered as meeting any regulatory obligations

Intellectual Property

This analysis is protected by copyright and other intellectual property laws. Distribution,
modification, or reproduction without explicit written permission is prohibited.

Jurisdiction and Governing Law

These disclaimers shall be governed by and construed in accordance with applicable laws.

Access to this analysis from jurisdictions where its contents are illegal is prohibited.
Acknowledgment of Understanding
By reading and using this analysis, you acknowledge and agree that:

e You understand and accept all disclaimers and limitations

e You will conduct your own due diligence

e You will seek professional advice for investment decisions
e You assume full responsibility for any use of this information
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The analysis presented should be evaluated in light of these important disclaimers and
limitations.

THE INFORMATION PROVIDED HEREIN IS PROVIDED "AS IS" WITHOUT
WARRANTY OF ANY KIND. THE AUTHORS DISCLAIM ALL WARRANTIES,
WHETHER EXPRESS, IMPLIED, OR STATUTORY, INCLUDING BUT NOT
LIMITED TO ANY WARRANTIES OF MERCHANTABILITY, FITNESS FOR A
PARTICULAR PURPOSE, AND NON-INFRINGEMENT.
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