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1: Investment Thesis 
 

AMD is a high In eta structural winner on the secular buildout of AI and high-performance 

compute infrastructure, with an increasingly competitive AI accelerator portfolio (Instinct), a 

proven high core count server CPU franchise (EPYC), and growing exposure to AI PCs via Ryzen 

AI. The company has transitioned from a pandemic-driven PC and gaming cycle to an AI and 

datacenterdriven growth phase, with revenue rising from 25.8 billion USD in 2024 to 34.6 billion 

USD in 2025 and gross margin stabilising around 50 percent.  

 

However, AMD’s investment case is not derisked: it competes directly with Nvidia’s entrenched 

AI ecosystem and Intel’s scale in x86, while managing integration of Xilinx, Silo AI and the 

planned ZT Systems acquisition, and simultaneously executing an aggressive AI and CPU 

roadmap. The stock warrants a premium multiple versus legacy semis due to its growth and mix, 

but that premium is sensitive to AI execution, competitive responses, and the sustainability of 

hyperscaler AI capex.  

 

Actionable view (for a formal note):  

❖​ Rating: Buy/Outperform (growth at scale, AI optionality, improving margins).  

❖​ Risk: Aboveaverage (high competitive intensity, execution risk, macro and capex 

cyclicality).  

 

 

2: Industry Overview and Demand Outlook 

 

2a: Global semiconductor cycle 

 

The semiconductor market rebounded sharply from the prior downturn and is on track to 

approach 1 trillion USD by 2026, led by Logic and Memory. WSTS expects global semiconductor 

sales to grow 13.1% in 2025 to 624 bn USD and then surge a further 28.4% in 2026 to 801 bn 

USD, driven mainly by a strong rebound in Memory and continued Logic demand. Other 

industry analyses note that the market is “on track” to hit around 1 trillion USD, depending on 

pricing and AI‑driven demand. 
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Key points: 

 

Structural drivers: AI, cloud/data center, automotive, and industrial applications are expanding 

the long‑term silicon content per system.  

 

Cyclicality: The market remains cyclical, but the “floor” of demand is higher due to AI and data 

proliferation. 

 

2b: AI and data‑center TAM 

 

AI data‑center chips are the fastest‑growing sub‑segment: One widely cited forecast projects AI 

data‑center chip revenue to reach 286 bn USD by 2033, implying a 29% CAGR from 2023 levels.  

 

Separate market research estimates the AI chip market (data center, edge, etc.) will grow at 

~29–30% CAGR through 2030. 

 

Data center GPUs and accelerators specifically: A 2026 report on data‑center GPUs forecasts a 

31.4% CAGR through 2033, driven by AI infrastructure build‑outs. 

 

AMD’s own messaging reinforces the TAM narrative: CEO Lisa Su has cited expectations that the 

AI data‑center market could reach ~400 bn USD by 2027 and ~1 tn USD by 2030, with AMD 

targeting a sizable share.  

 

2c: PC, gaming, and embedded 

 

AI‑PC theme: Industry commentary and CES coverage show strong emphasis on AI‑capable PCs, 

where AMD’s Ryzen platforms are key drivers of client growth. Gaming: AMD’s client and gaming 

segments grew meaningfully in 2025, supported by Ryzen and Radeon demand.  

 

Embedded: AMD’s Embedded segment (including FPGAs via Xilinx) adds diversified industrial, 

auto, and communications exposure with steady growth. 
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3: Business model and segment detail 
 

Business model overview:  

 

AMD is a fabless semiconductor company focused on high performance and adaptive 

computing, deriving revenue from four segments: Data Center, Client, Gaming and Embedded. It 

operates on an assetlight model, outsourcing manufacturing to leading edge foundries 

(primarily TSMC and some GlobalFoundries) while concentrating capital on R&D, product 

design, and ecosystem development.  

 

Revenue is driven by a mix of:  

❖​ CPUs (Ryzen, EPYC) – x86 compute across client and server.  

❖​ GPUs and accelerators (Radeon, Instinct) – gaming, graphics, and AI/HPC 

accelerators.  

❖​ Adaptive and embedded products (Xilinx FPGAs, SoCs) – industrial, automotive, 

Historical performance and inflection communications, defence.  

❖​ Semicustom SoCs – game consoles and bespoke customer designs.  

 

High margin growth is increasingly concentrated in datacenter EPYC and Instinct, while Client 

and Gaming are more cyclical and pricecompetitive, and Embedded provides margin ballast and 

diversification.  

 

 

4: Financial trajectory (2020–2025, expanded) 
 

2020–2021: “Golden phase” of CPUled expansion  

❖​ Revenue grew from 9.76 billion USD (2020) to 16.4 billion USD (2021), with 

45–48 percent gross margin and operating income rising from 1.37 billion to 

3.65 billion USD.  

Drivers:  

❖​ Strong Ryzen adoption in notebooks/desktops amid work from home, gaming 

and content creation trends.  

❖​ EPYC share gains as hyperscalers and enterprises diversified away from Intel 

and sought better performance per watt.  

❖​ Semicustom ramp for nextgen consoles.  

❖​ 2022–2023: Growth with earnings compression  

 
5  



 

 

❖​ 2022 revenue rose to 23.6 billion USD but GAAP gross margin declined to 45 percent 

and operating income fell to 1.3 billion USD, largely due to Xilinx amortisation and 

PC/gaming softness.​  
2023 revenue declined to 22.7 billion USD, and GAAP profitability contracted further despite the 

expanded portfolio, reflecting:  

❖​ PC downcycle and inventory digestion, hurting Client volumes and 

ASPs.  

❖​ Latecycle console demand and a weaker gaming GPU market hitting 

Gaming.  

❖​ Noncash amortisation of acquired intangibles and higher R&D/SG&A 

from a larger product set.  

2024–2025: AIdriven reacceleration  

❖​ 2024: Revenue 25.8 billion USD, GAAP gross margin 49 percent, nonGAAP 

gross margin 53 percent, nonGAAP operating income 6.1 billion USD; Data 

Center and Client rebounded strongly, Gaming and Embedded declined.  

❖​ 2025: Revenue 34.6 billion USD, gross margin 50 percent, operating income 

3.7 billion USD, net income 4.3 billion USD, marking a new earnings upcycle 

driven by AI accelerators and server CPUs.​  
 

Takeaway: AMD’s earnings base has reset higher via AI and data center, despite the structural 

decline in some gaming and embedded pockets.  

 

 

5: Segment level expansion 
 

Data Center – now the core value driver  

❖​ 2024 Data Center revenue of 12.6 billion USD, up ~94 percent year-on-year, driven by 

EPYC Genoa/Bergamo and the MI300 accelerator ramp.​  
❖​ 2025 commentary indicates continued strength with MI350 shipments and multiGW 

GPU deployments, underpinning middle-digit growth.  

❖​ Economics: Higher ASPs and attach of platform components (memory, interconnect, 

software) drive margin accretion relative to corporate average.​  
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Gaming – structurally pressured  

❖​ 2024 Gaming revenue down 58 percent year on year to 2.6 billion USD, mainly due 

to lower semicustom SoC sales as console demand normalised.​  
❖​ Discrete gaming GPUs face Nvidia’s entrenched position and price/performance 

competition, limiting AMD’s ability to drive material margin expansion here.​  
 

 

6: Industry context and AMD’s relative position 
 

AI and datacenter spending: 

❖​ Hyperscaler and enterprise AI capex is running at unprecedented levels, with 

multiyear commitments to high-performance GPUs and AI-optimised CPUs.  

❖​ AMD’s AI chip revenue is estimated around 5 billion USD in 2024, with expectations 

of rapid scaling as MI300 and successors ramp across multiple cloud and enterprise 

customers.  

AMD’s edge:  

❖​ EPYC provides CPU attach to AI clusters, and Instinct GPUS undercut Nvidia on cost in 

some configurations while offering competitive performance and energy efficiency.  

❖​ Open standards (e.g., ROCm and support for mainstream frameworks) appeal to 

customers wary of heavy CUDA locking, though the software gap remains real.​  
PC and AI PC cycle: 

❖​ Traditional PC unit growth is low, but the mix is shifting to more powerful, AIcapable 

devices, increasing silicon content.​  
❖​ Microsoft Copilot+ and similar initiatives drive demand for NPUs and local inference 

capabilities, which AMD’s Ryzen AI line targets.  

AMD’s edge:  

❖​ Competitive CPU cores and integrated RDNA graphics, plus NPUs, give AMD a good 

platform for AI PCs, particularly in notebooks.  

❖​ However, Intel’s scale, long OEM relationships, and renewed product cadence (e.g., 

Core Ultra) are direct competitive threats.  
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7: Competitive landscape 
 

Nvidia: 

 

Maintains a dominant position in datacenter GPUs and AI software with CUDA, cuDNN and a 

broad ecosystem, and commands superior pricing power.​  
AMD’s Instinct line, even with MI300, is still catching up; AMD is likely the clear second source 

but faces a large share gap.  

 

Intel: 

 

Remains the largest x86 vendor and is rebuilding product competitiveness in both client and 

server spaces.  

AMD’s 2025 filings highlight Intel’s and Nvidia’s growing collaboration, including Nvidia’s 

investment in Intel, as a material business risk that could pressure pricing and design win 

opportunities.  

 

ARM and custom silicon: 

  

Hyperscalers are designing ARMbased CPUs and custom accelerators, which can cap AMD’s TAM 

expansion in certain workloads.  

AMD must differentiate on performance, flexibility (adaptive computing) and time to market to 

remain attractive relative to inhouse solutions.  

 

 

 

8: Risks 

1.​ Competitive and ecosystem risk  

❖​ Nvidia’s AI software stack remains the defacto standard; AMD must close the 

gap with ROCm and toolchains to enable broad adoption.​  
❖​ Intel’s and Nvidia’s deepening partnership (including Nvidia’s investment in 

Intel) could lead to integrated platform offerings that challenge AMD’s 

positioning in key accounts.  

2.​ Execution risk (roadmap, integration, operations)  
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❖​ Delivering successive generations of AI GPUs on an annual cadence, while 

also executing on CPU and embedded roadmaps, strains engineering and 

supply chain resources.  

❖​ Integration of Xilinx, Silo AI and ZT Systems carries cultural and operational 

risk; failure to realise synergies could weigh on margins.  

3.​ Demand cyclicality and capex concentration  

❖​ AI capex is concentrated in a small number of hyperscalers and large 

enterprises; any slowdown, reprioritisation, or insourcing could materially 

impact AMD’s growth.  

❖​ Client and Gaming segments remain exposed to macro cycles and consumer 

confidence, contributing to earnings volatility.  

4.​ Supply chain and geopolitical risk  

❖​ Heavy reliance on TSMC and other third party foundries exposes AMD to 

capacity constraints, yield issues and geopolitical risks (notably Taiwan).  

❖​ Export controls on advanced AI hardware could restrict AMD’s ability to sell 

high end accelerators into some markets.  

5.​ Valuation and sentiment risk  

❖​ After a “huge AIfuelled 2025 rally”, some commentators question whether it 

is too late to buy AMD, implying the valuation bakes in much of the AI upside.​  
❖​ Any miss versus high expectations (e.g., slower AI revenue ramp, weaker 

gross margin, or guidance reset) could trigger outsized share price reactions.  

❖​ Persists, PC/gaming weaken; derating toward more “normal” semi multiples.  
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9: SWOT Analysis 

 

Strengths Weaknesses 

Architectural Leadership:  
Chiplet-based design allows for rapid scaling 
and cost efficiency 

Software Ecosystem:  
The ROCm software stack still lags behind 
NVIDIA’s CUDA in developer mindshare 

Diverse Portfolio: 
Strong Presence in CPUs (EPYC), GPUs 
(Instinct/Radeon), and Adaptive SoCs (Xilinx) 

Foundry Dependency: 
100% reliance on TSMC for leading-edge 
production 

Market Share Gains: 
Successfully captured ~30% of the desktop 
MPU market form intel as of 2025 
(Investing.com 2025) 

Marketing Budget: 
Significantly lower R&D and marketing spend 
compared to Nvidia and Intel 

Opportunities Threats 

AI Infrastructure: 
Rapidly growing demand for MI350/MI450 
series accelerators in 2026 

Intense Competition: 
Nvidia’s ‘Blackwell’ and Intel’s potential 
foundry recovery pose margin risks 

Edge AI:  
Expansion of the ‘AI PC’ market with Zen ⅚ 
processors 

Geopolitical Tension:  
Escalation in the Taiwan Strait could halt 
production entirely 
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10: PESTLE Analysis 
 

Political: 
❖​ US–China export controls restrict shipment of advanced data‑centre and AI chips 

to certain Chinese entities (AMD, 2023)  

❖​ Semiconductor industrial policies (e.g. US and EU CHIPS‑related incentives) 

support domestic advanced manufacturing ecosystems (AMD, 2023).  

❖​ Export Controls: US restrictions on high-end AI chips (e.g., MI308) to China 

resulted in approximately $440 million in net inventory charges in late 2025 (Stock 

Titan, 2026).  

❖​ CHIPS Act: Subsidies for domestic manufacturing (Intel/TSMC) indirectly affect 

AMD by shifting the cost structure of their manufacturing partners.  

Economic: 
❖​ AI Capex Sustainability: There is growing concern regarding the "Return on 

Investment" for AI. If hyperscalers slow their capital expenditure (Capex) due to 

high interest rates or lower-than-expected AI monetization, AMD's growth could 

stall (Deloitte, 2026).  

❖​ Post‑pandemic slowdown and inflation created a “soft PC market” and challenging 

macro environment in H2 2022 and into 2023 (AMD, 2023).​   

❖​ Surging AI infrastructure investment by hyperscalers has expanded demand for 

accelerators and high‑performance CPUs (SunTzu Recruit, 2024; PatentPC, 2026).  

Social: 
❖​ Remote Work & Gaming: While the pandemic-era surge in PC sales ended, the 

social shift toward "AI PCs" (processors with integrated NPUs) is expected to drive 

a refresh cycle in 2026 (Capgemini, 2025).  

❖​ Structural growth in cloud services, digitalisation and remote/hybrid work 

increases long‑term demand for compute and storage (AMD, 2023).​   

❖​ Gaming has become a mainstream entertainment category, but console demand is 

cyclical and susceptible to real‑income pressure (PC Gamer, 2024; AMD, 2023).  
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Technological: 
❖​ Heterogeneous Integration: The shift toward "Chiplets" (AMD's specialty) is now 

the industry standard for 2026, allowing for higher yields and better 

performance-per-watt than monolithic designs (Omdia, 2025).  

❖​ Rapid advances in AI and process nodes require sustained R&D and tight 

coordination with leading‑edge foundries (AMD, 2023).​  
❖​ Strong incumbency of NVIDIA in AI accelerators and competition from Intel and 

ARM‑based CPUs (SunTzu Recruit, 2024; PatentPC, 2026).  

Environmental: 
❖​ Data Center Power Crisis: 2026 trends indicate that power availability is the new 

bottleneck. AMD’s "Helios" rack systems focus on power-efficient architectures to 

meet the sustainability goals of large enterprises (Investing.com, 2025).  

❖​ Rising focus on data‑centre energy efficiency and carbon footprint (AMD, 2023).

​   

❖​ Environmental regulation and climate‑related risks in the semiconductor supply 

chain (AMD, 2023).  

Legal: 
❖​ Antitrust Scrutiny: As AMD gains market share against Intel, it faces increased 

regulatory scrutiny regarding  

❖​ Regulatory scrutiny of large semiconductor M&A and ongoing export‑control 

compliance (AMD, 2023).​  
❖​ Shifts in export regimes could force redesigns and changes to product roadmaps 

(AMD, 2023) bundling practices and licensing of x86 architecture.  
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11: Valuation 
 

Our valuation of AMD was based on a discounted cash flow (DCF) model using the perpetuity 

growth method to calculate the firm’s terminal value to arrive at an implied share price of 

$234.18. We also built a trading comparables valuation model based on the EV/revenue, 

EV/EBITDA, and P/E multiples of 8 comparable companies shown below. This model however, 

yielded a total range of implied share prices that was too wide (minimum $35.68, maximum 

$574.04) and large spreads between median trading multiples’ implied share prices ($79.07 - 

$162.35). This obscured any discernible central share price from being arrived at. The median 

EBITDA multiple used in the exit multiple version of the DCF also portrayed a significantly 

inflated range of implied share prices centered on figures around 50% above what AMD 

currently trades at. Hence, our valuation (and investment thesis’s) focus was on the results 

derived from DCF’s perpetuity growth analysis. 

 

Our trading comparables valuation was however useful in benchmarking revenue growth, 

EBITDA margins, and profit margins across AMD’s peers and against the firm itself. AMD’s 

growth across these metrics over the last 2 years has underperformed slightly against this 

basket of peers as shown below, particularly against the likes of NVIDIA and SK Hynix. However, 

AMD has traded at moderate multiples, indicating additional room for multiple expansion and 

value that can be captured in owning its equity. 
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Sources: The Wall Street Journal, Yahoo Finance, company 10-Ks, 10-Qs, annual reports, quarterly reports 

 

Discounted Cash Flow Valuation: 

 

Our revenue forecast was built on analyst forecasts and our own judgement. We see AMD’s 

revenue expanding significantly into the future however at slightly lower growth rates over time 

compared to the 34% which they posted in 2025 as the firm and AI boom matures. Our forecast 

still reflects robust revenue growth over the next 10 years, ending at 5x its current figure, as 

AMD’s GPUs, CPUs, and expanding network and system integration offerings will remain 

essential to the growth of datacenters and AI adoption across all industries. Maintaining its 

current exceptional growth rates may face hurdles due to the extent to which uncertainty 

around AI adoption will lead to productivity revolution and over what time scale, in addition to 
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the financial position of AMD’s hyperscaler clients should their ROI on substantial capex not 

materialize.  

 

AMD’s WACC is relatively high at 12% primarily reflected by its high equity beta of 1.95 and with 

equity comprising 96% of its capital structure. Despite these relative risks in holding a stake in 

the firm’s equity, we believe it remains a sustainable investment given its broad portfolio not 

only across AI acceleration but also gaming and Embed, coupled with a notable upside due to 

strong growth forecasts. Outlined below is the DCF model and the WACC assumptions we used.  
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Sources: The Wall Street Journal, Yahoo Finance, company 10-Ks, 10-Qs, annual reports, quarterly reports 

 

 

12: Conclusion 
 

Our recommendation is to BUY AMD. Our DCF’s measure of the firm’s intrinsic value implies a 

$234.18 share price, 18.43% above where AMD currently trades, thus demonstrating notable 

upside to be captured. Investing in AMD’s equity would be a robust investment for investors 

seeking exposure to growth in AI data centers and compute power from a firm that has a strong, 

broad product portfolio covering CPUs, GPUs, servers, and networks essential to the AI buildout, 

as well as AI’s transformation across businesses and the macroeconomy. AMD presents 

compelling growth potential having exhibited a 34% increase in revenue in 2025 which is 

expected to continue at similar rates into the next 3 years. Driving this is its foothold in the 

high-tech hardware building out the AI industry. As markets in the last 3 months have rotated 

from a focus on chips, energy, infrastructure, and LLMs at the foundation of AI growth in 2025 to 

the businesses posed as the beneficiaries of AI adoption and those that will be disrupted, our 

view is that there will be a refocus on which LLMs, smaller models, and AI software (and 

therefore chips that enable their computing power) will be the most transformative for 

businesses. AMD stands to gain significant ground here.  
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