Company: ASML Holding NV Ticker: ASML Current Price: $ 807.45 Sector: Semiconductor Sub Industry: Equipment Manufacturing

Target Price: $812.19 TTM P/E: 52.7 Beta: 0.95 Market Cap: $338.24B
Stop Loss: $620 (20%) Forward P/E: 41.71 Credit Rating: A2/A- (Moody’s /S&P Global) Dividend Yield: 0.49%
52 Week Low / High: $361.72-$895.93 EPS: $15.93 Rating Outlook: Stable

It is in our opinion that ASML Holding (NASDAQ: ASML) is a buy at its current price based on the following value drivers:

1. Pent up demand from semiconductor shortage: This year there has been high demand for many products without adequate supply to meet it. We believe the demand for semiconductors
will not go away even when the supply chain gets better. Many electronic makers cite low semiconductor supply as a reason for rising cost and lower revenues. ASML is well positioned to
capitalize on this high demand since their machinery is crucial in semiconductor manufacturers' challenge to meet this massive demand.

2. EUV & DUV technology near monopoly: ASML is the ONLY company on market with EUV technology which is required to make the smallest, fastest, and cheapest semiconductors. In
addition to this ASML faces very limited competition in the DUV technology segment, with a strong 88% market share as of 2020. Both of these technologies are REQUIRED to make
semiconductors today.

3. High barriers to entry: Lithography equipment manufacturing is not easy and requires a lot of smart individuals as well as a huge R&D budget. ASML is well positioned today due to
limited competition, high switching costs, and buying pressure amongst ASML’s key customers who buy the equipment from ASML to make semiconductors.

Company Overview:

ASML Holdings is a global innovation leader in the chip industry. ASML provides today's chipmakers with the hardware, software, and service they need to mass produce patterns and transistors on
silicon through a process called lithography. The company sells three different types of systems that are used for different purposes. First the company sells Extreme Ultraviolet Lithography Systems
(EUV), this is a lithography system that allows chipmakers to make the smallest, fastest, and most advanced chips on the market. This machine will be crucial in our society's transition to a smart world
which demands more and high quality semiconductors. This technology represents 43% of 2020 revenues. The second type of machine ASML sells is a Deep Ultraviolet Lithography Systems (DUV).
This machine is crucial to creating the first few layers of patterning. This machine is not as powerful as the EUV system, but chipmakers still require the DUV systems for their manufacturing needs. This
segment represented 54% of 2020 revenue. The final product ASML sells is a metrology system, which acts as a “spell checker” to find and correct any mistakes created from the DUV or EUV
lithography process. The metrology segment represented 3% of 2020 revenues.

The semiconductor industry is the aggregate of companies engaged in the design and fabrication of semiconductors and semiconductor devices. The top 3 industries in R&D expenditures as a percent of
sales in the US are pharmaceuticals and biotechnology, semiconductors, and software. Commonly, corporations and consumers globally use semiconductors in millions of devices. Most are commonly
seen in our everyday lives such as computers, smartphones, medical equipment, and more. Due to the high cost of capital, only three firms are able to manufacture the most advanced semiconductors.
Taiwan Semiconductor Manufacturing Company, Samsung, and Intel provide the largest percentage of the company’s revenue.

Investment Risks:

Rise of Emerging Technologies: Given that growth projections stem from the profitability of EUV technology a rise in 3D NAND chips could raise concerns for the company. However, while
manufacturers can create advanced memory chips in absence of the EUV technology, only 21% of the 2020 revenue was directed towards memory chips. This was split between NAND and DRAM chips.
Supply chain risk: ASML has approximately 5,000 suppliers to develop the sophisticated parts that go into the lithography machines. Should these suppliers’ default, ASML could be negatively impacted
by these dependencies. To mitigate this risk the company has invested in strategic M&A activity. Notably, the company owns a large portion of Carl Zeiss, one of its key suppliers.

Political Risk: The Wassenaar Arrangement was established to contribute to regional and international security and stability by promoting transparency and greater responsibility in transfers of
conventional arms and dual-use goods and technologies.

Financial Performance: Discounted Cash Flow:
2018 | 2019 | 2020 | 2021 | 2022 2023 | 2024 | 2025 2026 2027 2028 2029 2030 2031
2018-2021 | 2021-2031
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