
 

 

Tech (OVERWEIGHT) 
Path slippery, but cycle remains intact 
 

• On Jul 13, Samsung Electronics (SEC), SK Hynix, and semiconductor 

materials, parts, and equipment stocks all fell sharply in tandem. However, it 

is crucial to distinguish heightened market volatility from a genuine cycle 

peak. 

• The AI investment narrative remains intact, the semiconductor supply cycle 

is still in its early stages, and initial volatility surrounding Hynix’s ADR 

premium should gradually subside. 

• Memory chipmakers’ valuations have returned to March levels and are 

approaching what we view as the bottom of this correction. We consider 

SEC’s 1.8x P/B and Hynix’s 2.5x P/B of 2.5x as near-term valuation floors and 

believe the correction is nearing its end. 

• Higher short-term volatility must now be accepted as a structural feature of 

the market. Once volatility-related noise is stripped out, the distinction 

between a cyclical correction and a genuine cycle peak becomes clearer. 

WHAT’S THE STORY? 

A historic sell-off  

On Jul 13, Samsung Electronics (SEC), SK Hynix, and Korea’s semiconductor 

materials, parts, and equipment stocks all fell sharply in tandem. Hynix plunged 

15.4%, its largest one-day decline since Oct 2008 (during the global financial 

crisis)—and its steepest in 17 years. SEC fell 10.7%, Samsung Electro-Mechanics 

18.6%, and LG Innotek 11.3%. Selling was initially triggered by the disconnect 

between Hynix’s ADR and domestic share prices, prompting a wave of profit-taking. 

As intraday losses deepened, panic selling intensified. Risk-off sentiment amid 

escalating tensions in Iran and mounting concerns over Hynix’s 2Q earnings 

outlook compounded the decline. 
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Fooled by volatility  

The acceleration of intraday losses into panic selling was amplified by the growing use of leveraged 

products. The expansion of leveraged ETF positions and the listing of ADRs have increased price 

volatility. However, these are structural changes in market mechanics, not evidence of a fundamental 

shift in the memory semiconductor cycle. 

The relationship between memory industry fundamentals and share prices remains unchanged. Rallies, 

corrections, and recoveries may now be sharper, but a large correction alone does not signal the end of 

the cycle. The path has simply become more slippery. The cycle’s underlying dynamics have not 

fundamentally altered. 

The AI investment narrative remains unchanged 

Despite the sharp sell-off in memory semiconductor stocks, there is no evidence that AI infrastructure 

investment is slowing. On the contrary: Meta Platforms on Jul 13 announced plans to increase 

investment in its Hyperion data center in Louisiana from USD27b to more than USD50b. The facility’s 

planned capacity is also set to rise to 5 GW, making it Meta’s largest data center to date. 

Long-term semiconductor investment is moving in the same direction. On Jul 9, Micron Technology 

announced plans to invest USD250b in the US through 2035, with the goal of producing 40% of its 

DRAM output domestically within the next decade. Intel also announced an AI-focused investment of 

USD5.7b in Ireland and elsewhere. These investments indicate that semiconductor suppliers are 

beginning to align their long-term capacity plans with sustained demand from AI customers. 

Market confidence in funding remains intact. Alphabet’s recent equity offering was heavily 

oversubscribed, while Berkshire Hathaway committed USD10b. In our view, the key to ending the 

current market correction will be greater clarity on hyperscalers’ 2027 capex plans in their late-July 2Q 

earnings releases. 

ADR premium to narrow 

On Jul 13, Hynix’s domestic shares fell sharply, while its ADRs declined just 9.2%. As a result, the ADR 

premium widened from around 14% to more than 27%. However, we expect the premium to narrow 

over time. 

Three factors support this view. First, TSMC, whose ADRs are subject to conversion restrictions, has 

historically traded at a premium of no more than 20%. Second, other Korean ADRs listed in the US 

trade at no premium, indicating that conversion restrictions alone do not create one; a premium is 

sustained only when demand for US-listed ADRs is strong. Third, Hynix has registered ADS capacity 

equivalent to 25% of its outstanding shares with the US SEC. Excluding the recent offering, which 

accounted for approximately 2.5%pts, capacity equivalent to another 22.5%pts remains available. As 

these convertible shares are gradually released into the market, the scarcity premium should dissipate. 

We therefore expect Hynix’s ADR premium to converge toward a level between those of other Korean 

ADRs, which trade at no premium, and TSMC’s ADRs, which trade at a 15–20% premium. It will likely 

settle below TSMC’s level. 
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LTAs—A double-edged sword   

Concerns over Hynix’s earnings have emerged this quarter, prompting investors to recognize the dual 

nature of long-term agreements (LTAs). LTAs enhance earnings visibility and support rerating, but 

they come at a cost: during industry upturns, they limit memory chipmakers’ earnings upside. 

LTAs reduce uncertainty over future DRAM prices and shipment volumes, improving earnings 

visibility and supporting rerating. However, this predictability requires mutual concessions: memory 

suppliers forgo some margin upside during upturns, while hyperscale customers absorb greater pricing 

pressure during downturns. In effect, the downside protection provided during downturns is paid for 

through lower profits in upturns. Investors typically want both earnings upside and a rerating narrative, 

but this quarter has underscored that a company cannot maximize both simultaneously. 

The timing of supply expansion—A critical inflection point 

We view the start of new fab ramp-ups as a key turning point in memory chipmakers’ share-price cycles. 

Although new capacity does not immediately translate into oversupply, valuation dynamics shift 

materially once the market moves from tight supply toward a more uncertain demand-supply balance. 

In the current cycle, we expect the rally to continue through 2Q27, when meaningful supply expansion 

is set to begin. Thereafter, the stocks are likely to trade sideways. 

The acceleration of future capacity plans is particularly notable. Even before the 2027 fabs become 

operational, industry leaders are bringing forward their 2029 expansion plans. SEC has moved the 

launch of its Yongin semiconductor cluster from 2030 to 2029 and brought forward its Pyeongtaek P5-

2 fab to 2029. Hynix is similarly accelerating the ramp-up of its Y2 fab to late-2028 or 2029. These 

moves reflect strong confidence in long-term demand. The urgency stems from cloud providers’ 

increasingly long-term memory procurement cycles, with LTAs now extending for three to five years 

and signaling sustained, large-scale investment in AI infrastructure. It is unreasonable to assume that 

this momentum will reverse within a year. Against this backdrop, we recommend holding through 

near-term volatility, believing the market upturn remains intact.     

Valuations return to March levels 

The recent correction has brought SEC’s P/B back to 1.8x and Hynix’s to 2.5x—levels that have 

repeatedly provided support since 2025 and that we view as the floor for this cycle. As of Jul 13, the 

stocks were trading at 1.78x and 2.45x P/B, respectively, effectively testing these floors. As long as 

investor confidence in the AI-driven memory demand cycle remains intact, we believe these levels 

should provide reliable support, suggesting that the correction is nearing an end. 

Near-term volatility has intensified and is likely to remain elevated, with both rallies and corrections 

becoming more pronounced. Volatility is no longer an outlier but a structural feature of this cycle. Once 

the volatility-related noise is stripped out, this appears not to be a cycle peak but rather a healthy 

correction within an ongoing upswing. 
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Samsung Electronics: P/B vs ROE  SK Hynix: P/B vs ROE 

  
Source: QuantiWise, Samsung Securities estimates Source: QuantiWise, Samsung Securities estimates 

 

2016-2018 cycle analysis: Post-fab expansion, demand slowdown  

 
Source: QuantiWise, Samsung Securities  

 

2020-2022 cycle analysis: Post-fab expansion, demand slowdown 

 
Source: QuantiWise, Samsung Securities  
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Samsung Electronics and SK Hynix: Share-price correction history (since 2024) 

 
Source: QuantiWise, Samsung Securities  
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Compliance notice 

- As of 7/13 2026, Samsung Securities shared group affiliation with Samsung Electronics. 
- As of 7/13 2026, the covering analyst(s) did not own any shares, or debt instruments convertible into shares, of any company covered in this report. 
- As of 7/13 2026, Samsung Securities' holdings of shares and debt instruments convertible into shares of each company covered in this report would not, if such 
debt instruments were converted, exceed 1% of each company's outstanding shares.  

- This report has been prepared without any undue external influence or interference, and accurately reflects the views of the analyst(s) covering the company or 
companies herein. 

- All material presented in this report, unless specifically indicated otherwise, is under copyright to Samsung Securities. 
- Neither the material nor its content (including copies) may be altered in any form, or by any means transmitted, copied, or distributed to another party, without 
prior express written permission from Samsung Securities. 

- This memorandum is based upon information available to the public. While we have taken all reasonable care to ensure its reliability, we do not guarantee its 
accuracy or completeness. This memorandum is not intended to be an offer, or a solicitation of any offer, to buy or sell the securities mentioned herein. 
Samsung Securities shall not be liable whatsoever for any loss, direct or consequential, arising from the use of this memorandum or its contents. Statements 
made regarding affiliates of Samsung Securities are also based upon publicly available information and do not necessarily represent the views of management 
at such affiliates. 

- This material has not been distributed to institutional investors or other third parties prior to its publication. 
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Rating changes over past two years (adjusted share prices) 

Samsung Electronics 

Date 2024/5/28 9/12 11/1 2025/1/2 8/1 9/23 10/13 10/31 12/8 2026/1/9 1/27 1/30 

Recommendation BUY BUY BUY BUY BUY BUY BUY BUY BUY BUY BUY BUY 

Target price (KRW) 120000 100000 83000 74000 85000 93000 110000 130000 140000 180000 200000 230000 

Gap* (average) -34.45 -39.49 -33.92 -21.93 -15.05 -6.95 -10.64 -21.96 -16.54 -18.69 -19.23 -19.75 

(max or min)** -26.83 -35.30 -29.28 -1.89 -1.76 1.51 -5.36 -14.54 0.71 -15.39 -18.80 -5.22 

Date 4/7 5/4 6/2          

Recommendation BUY BUY BUY          

Target price (KRW) 270000 300000 500000          

Gap* (average) -20.25 -3.39           

(max or min)** -16.30 16.33           

SK Hynix 

Date 2024/7/12 9/12 2025/1/24 4/24 6/25 9/23 10/13 10/30 12/8 2026/1/27 1/30 4/21 

Recommendation BUY BUY BUY BUY BUY BUY BUY BUY BUY BUY BUY BUY 

Target price (KRW) 280000 240000 280000 250000 340000 430000 500000 700000 750000 950000 1300000 1800000 

Gap* (average) -34.15 -23.78 -30.26 -14.53 -17.52 -14.81 -3.33 -19.05 -11.48 -10.42 -26.68 -3.42 

(max or min)** -16.79 -6.04 -21.96 11.40 3.82 -0.47 11.60 -11.43 2.27 -9.37 -10.31 31.28 

Date 6/2            

Recommendation BUY            

Target price (KRW) 3500000            

Gap* (average)             

(max or min)**             

Note: * [(average, maximum, or minimum share price over duration of target price minus target price) / target price] x 100% 

** Maximum/minimum share price if new target is higher/lower than market close on the business day prior to target price change 

Samsung Securities uses the following investment ratings* 

Company 

BUY 

 

HOLD 

SELL 

 

Expected to increase in value by 15% or more within 12 months and  

is highly attractive within sector 

Expected to increase/decrease in value by less than 15% within 12 months 

Expected to decrease in value by 15% or more within 12 months 

Industry 

OVERWEIGHT 

NEUTRAL 

 

UNDERWEIGHT 

 

Expected to outperform market by 5% or more within 12 months 

Expected to outperform/underperform market by less than 

5% within 12 months 

Expected to underperform market by 5% or more within 12 months 

* Note: Effective Jul 27, 2023, BUY, HOLD, and SELL criteria are based on expectations of share-price moves of 15% or more within 12 months 

Percentage of ratings in 12 months prior to 2026.06.30 

BUY (85.5%)·HOLD (14.5%)·SELL (0%) 
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Global Disclosures & Disclaimers 
General 

This research report is for information purposes only. It is not and should not be construed as an offer or solicitation of an offer to purchase or sell any securities or other financial instruments 

or to participate in any trading strategy. This report does not provide individually tailored investment advice. This report does not take into account individual client circumstances, objectives, 

or needs and is not intended as recommendations of particular securities, financial instruments or strategies to any particular client. The securities and other financial instruments discussed 

in this report may not be suitable for all investors. The recipient of this report must make its own independent decisions regarding any securities or financial instruments mentioned herein 

and investors should seek the advice of a financial adviser.  

This report may not be altered, reproduced, distributed, transmitted or published in whole or in part for any purpose. References to "Samsung Securities" are references to any company in 

the Samsung Securities, Co., Ltd. group of companies. 

Samsung Securities and/or other affiliated companies, its and their directors, officers, representatives, or employees may have long or short positions in any of the securities or other financial 

instruments mentioned in this report or of issuers described herein and may purchase and/or sell, or offer to purchase and/or sell, at any time, such securities or other financial instruments 

in the open market or otherwise, as either a principal or agent. Any pricing of securities or other financial instrument contained herein is as of the close of market for such day, unless 

otherwise stated. Opinions and estimates contained herein constitute our judgment as of the date of this report and are subject to change without notice.  

The information provided in this report is provided "AS IS". Although the information contained herein has been obtained from sources believed to be reliable, no representation or warranty, 

either expressed or implied, is provided by Samsung Securities in relation to the accuracy, completeness or reliability of such information or that such information was provided for any 

particular purpose and Samsung Securities expressly disclaims any warranties of merchantability or fitness for a particular purpose.  Furthermore, this report is not intended to be a 

complete statement or summary of the securities, markets or developments referred to herein.  

Samsung Securities does not undertake that investors will obtain any profits, nor will it share with investors any investment profits. Samsung Securities, its affiliates, or any of its and their 

affiliates, directors, officers, employees or agents disclaim any and all responsibility or liability whatsoever for any loss (direct or consequential) or damage arising out of the use of all or any 

part of this report or its contents or otherwise arising in connection therewith. Information and opinions contained herein are subject to change without notice. Past performance is not 

indicative of future results. Foreign currency rates of exchange may adversely affect the value, price or income of any security or financial instrument mentioned in this report. For investment 

advice, trade execution or other enquiries, clients should contact their local sales representative. Any opinions expressed in this report are subject to change without notice and may differ 

or be contrary to opinions expressed by other business areas or groups of Samsung Securities. Any analysis contained herein is based on numerous assumptions. Different assumptions 

may result in materially different results. Samsung Securities is under no obligation to update or keep current the information contained herein. Samsung Securities relies on information 

barriers to control the flow of information contained in one or more areas or groups within Samsung Securities into other areas or groups of Samsung Securities. Any prices stated in this 

report are for information purposes only and do not represent valuations for individual securities or other financial instruments.  Samsung Securities makes no representation that any 

transaction can or could have been effected at those prices and any prices contained herein may not reflect Samsung Securities' internal books and records or theoretical model-based 

valuations and may be based on certain assumptions. Different assumptions by Samsung Securities or any other source may yield substantially different results. Additional information is 

available upon request. 

For reports to be distributed to US:  

Securities research is prepared, issued and exclusively distributed by Samsung Securities Co., Ltd., an organization licensed with the Financial Supervisory Service of South Korea. This 

research may be distributed in the United States only to major institutional investors as defined in Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended, and may not be 

circulated to any other person otherwise. All transactions by U.S. investors involving securities discussed in this report must be effected through Samsung Securities (America) Inc., a broker-

dealer registered with the U.S. Securities & Exchange Commission and a member of the Financial Industry Regulatory Authority/SIPC, and not through any non-U.S. affiliate thereof. The 

analysts listed [on the front of this report] are employees of Samsung Securities Co., Ltd., or a non-U.S. affiliate thereof, and are not registered/qualified as research analysts under applicable 

U.S. rules and regulations and may not be subject to U.S. restrictions on communications with covered companies, public appearances, and trading securities held by a research analyst 

account.  

For reports to be distributed to UK:  

This report is not an invitation nor is it intended to be an inducement to engage in investment activity for the purpose of section 21 of the Financial Services and Markets Act 2000 of the 

United Kingdom ("FSMA"). To the extent that this report does constitute such an invitation or inducement, it is directed only at (i) persons who are investment professionals within the 

meaning of Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001 (as amended) of the United Kingdom (the "Financial Promotion Order"); (ii) 

persons who fall within Articles 49(2)(a) to (d) ("high net worth companies, unincorporated associations etc.") of the Financial Promotion Order; and (iii) any other persons to whom this 

report can, for the purposes of section 21 of FSMA, otherwise lawfully be made (all such persons together being referred to as "relevant persons").  

Any investment or investment activity to which this report relates is available only to relevant persons and will be engaged in only with relevant persons. Persons who are not relevant 

persons must not act or rely on this report. 

For reports to be distributed to Korea:  

This report is for private circulation only, not for sale, and is issued and distributed only to persons permitted under the laws and regulations of Korea.  

For reports to be distributed to Singapore:  

This report is provided pursuant to the financial advisory licensing exemption under Regulation 27(1)(e) of the Financial Advisers Regulation of Singapore and accordingly may only be 

provided to persons in Singapore who are "institutional investors" as defined in Section 4A of the Securities and Futures Act, Chapter 289 of Singapore. This report is intended only for the 

person to whom Samsung Securities has provided this report and such person may not send, forward or transmit in any way this report or any copy of this report to any other person. 

Analyst certification  

The views expressed in this research report accurately reflect the personal views of the analyst(s) about the subject securities or issuers and no part of the compensation of such analyst(s) 

was, is, or will be directly or indirectly related to the inclusion of specific recommendations or views in this research report. The analyst(s) principally responsible for the preparation of this 

research report receives compensation based on determination by research management and senior management (not including investment banking), based on the overall revenues, 

including investment banking revenues of Samsung Securities Co., Ltd. and its related entities and has taken reasonable care to achieve and maintain independence and objectivity in 

making any recommendations.  

Copyright © 2010 Samsung Securities Co., Ltd.. All rights reserved. This report or any portion hereof may not be reprinted, sold or redistributed without the prior written consent of Samsung 

Securities America Inc 
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