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Chart of the Day:
Chipmakers See a Surge in Free Cash Flows

Select Chipmakers Trailing 12M Free Cash Flow
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Free cash flow across major chipmakers has been on a sustained upward path since 2023, reversing a prior
stretch in which the aggregate print sat in negative territory. Combined free cash flow for the group currently
stands at roughly US$360bn, and Bloomberg consensus has it passing US$1trn by mid-2027 — an increase of
about 178%.

Free cash flow is what a company has left each quarter once operating and investment needs are met. Net
income recognises revenue on goods sold but not yet paid for, and spreads capital investment across future
periods through depreciation rather than recognising it when the cash leaves. In a sector building capacity at this
pace, the second gap is larger.

The source of that cash is identifiable. Alphabet, Amazon, Microsoft and Meta are committing roughly US$725bn
to capital expenditure in 2026, up about 77% on 2025, with 2027 consensus near US$935bn. That spending is
chipmaker revenue. The corollary sits on the buyers’ own statements: Alphabet’'s second-quarter free cash flow
turned negative for the first time since 2004, and Amazon’s trailing twelve-month figure has also turned negative.

Consensus expects the pace of growth to ease over the twelve months to June 2027. Against that, cash
generation is still accelerating, and estimates are being revised higher as models incorporate Nvidia's latest
guidance.
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Appendix

Disclaimer

This material has been prepared by the International Wealth Management business line of Nomura International (Hong Kong)
Limited (“NIHK”) and/or Nomura Singapore Limited (“NSL”), and if applicable, with the contribution of one or more of its affiliates
(collectively, “Nomura Group”). This is not a research report and the contents herein are strictly general and macro in nature and
should not be considered research.

This material is: (i) for your information only, and we are not soliciting any action based upon it; (ii) not to be construed as an
offer to sell or a solicitation of an offer to buy any security or investments or accept any services in any jurisdiction where it may
be illegal; and (iii) provided on the basis that it must not be relied upon for any purpose.

While all reasonable care has been taken to ensure that the information contained herein is not untrue or misleading at the time
of publication, no representation, warranty or undertaking, expressed or implied, is made and no responsibility or liability is
accepted by the Nomura Group and/or its directors, officers and employees as to the accuracy, completeness, merchantability
or fitness for a particular purpose of the information contained herein or any other information provided by any other person in
connection with the information described herein or their distribution or for the results obtained from the use of this information.
Nomura Group and/or its directors, officers and employees do not accept any liability whatsoever for any loss or damage
(including, without limitation, direct, indirect or consequential loss or loss of profits or loss of opportunity) suffered by you or any
third party in connection with the use of this material or its contents.

Nothing herein should be construed as investment advice, and the Nomura Group is not in any way providing any investment
advice. You should refrain from entering into, or purchasing any investment product unless you fully understand all the risks
involved and you have independently determined that the investment is suitable for you. If you are in doubt to any aspect of this
material, you should consult your own counsel, stockbroker or other professional advisers as to the legal, tax, financial and
related aspects of any investment with specific reference to your particular circumstances.
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