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Rating: BUY
12-month price target: $1,400
Reference price: $1,097.39 as of October 1, 2026
Conviction: High, but explicitly cyclical

Micron is no longer trading like a conventional semiconductor company, yet it is still valued as
though its current earnings will rapidly collapse. The investment case rests on a rare
combination of structural AI-memory demand, severe industry supply constraints,
materially improved contract visibility, dominant operating leverage, and a fortress
net-cash balance sheet.

Fiscal 2026 revenue reached $133.2 billion, GAAP EPS reached $74.33, and adjusted free cash
flow reached $62.3 billion. More importantly, Micron guided fiscal Q1 2027 revenue to $61.5
billion at an approximately 86.25% non-GAAP gross margin and $38.15 of non-GAAP EPS.
Management expects sequential revenue growth in every quarter of fiscal 2027 and believes Q1
will be the gross-margin floor. (investors.micron.com)

At the reference price, Micron trades at approximately 14.8x trailing GAAP EPS and 6.7x our
FY2027 EPS estimate of $165. The discount is justified in part: memory remains cyclical,
current margins are extreme, customer concentration is high, and industry capital spending is
accelerating. However, the discount is excessive if Micron’s Strategic Customer Agreements,
HBM mix, data-center SSD exposure, and supply discipline prevent a return to the violent
earnings collapses of prior cycles.

The central underwriting conclusion is:

The market is pricing Micron as a peak-cycle commodity producer, while its
contracts, product mix and balance sheet increasingly resemble a strategic AI-
infrastructure supplier.

Key Actionable Takeaways

Q4 was materially stronger than the user-supplied data indicate. Micron reported
$54.23 billion of revenue, $37.70 billion of GAAP net income and $32.87 of diluted EPS;
revenue rose 31% sequentially. Fiscal Q1 2027 guidance calls for another approximately 13%
sequential revenue increase at the midpoint. (investors.micron.com)
Pricing, not merely bit growth, is driving the earnings inflection. Q4 DRAM ASPs
increased in the high-teens sequentially against mid-single-digit bit growth; NAND ASPs rose
approximately 30% against approximately 10% bit growth. That is extraordinarily profitable,
but also the clearest source of downside if pricing reverses. (s25.q4cdn.com)
Business visibility has structurally improved. Micron has signed 26 multi-year Strategic
Customer Agreements estimated to cover more than 35% of revenue through 2030. Three-
quarters of that expected revenue has defined pricing frameworks, and customers have made
$32 billion of financial commitments, predominantly cash deposits. (s25.q4cdn.com)
The balance sheet has become a strategic weapon. Micron ended FY2026 with $73.48
billion of cash, marketable investments and restricted cash against only $5.18 billion of debt,
while producing $62.31 billion of adjusted FCF. (investors.micron.com)
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Valuation Snapshot

Metric Value

Current price $1,097.39

12-month target price $1,400

Implied price upside 27.6%

Annualized dividend $0.60

Dividend yield 0.05%

Estimated total return 27.6%

The dividend is immaterial to the thesis. Returns must come from sustained earnings, cash
accumulation and an upward re-rating of normalized earnings.

2. Company Deep Dive & Business Model

Business Segmentation

Micron designs and manufactures DRAM, NAND and NOR memory and storage products. Its
economic engine is wafer fabrication, process-node advancement, yield optimization, product
qualification, advanced packaging and the conversion of wafer capacity into higher-value
products.

FISCAL Q4 2026 BUSINESS-UNIT COMPOSITION

Business unit Revenue Share of Q4 revenue Gross margin

Cloud Memory $16.28B 30% 83%

Core Data Center $18.00B 33% 90%

Mobile and Client $13.11B 24% 90%

Automotive and Embedded $6.82B 13% 84%

Core Data Center was the fastest-growing unit, rising 56% sequentially. Cloud Memory and Core
Data Center together generated approximately 63% of quarterly revenue, making Micron
increasingly dependent on hyperscaler, accelerator and enterprise-infrastructure spending.
(investors.micron.com)

PRODUCT COMPOSITION

DRAM: $39.8 billion, or 73% of Q4 revenue.
NAND: $14.1 billion, or 26%.
FY2026 DRAM revenue was $100.7 billion, up 252%.
FY2026 NAND revenue was $31.8 billion, up 274%. (s25.q4cdn.com)

Micron is moving away from lower-value consumer exposure toward:

HBM for AI accelerators.
High-capacity server DDR5.
SOCAMM and low-power server memory.
Enterprise and data-center SSDs.
KV-cache and AI-inference storage.
Automotive and physical-AI applications.

Data-center SSD revenue approached $10 billion in Q4 and represented more than two-thirds of
Micron’s NAND revenue. Micron also reported custom HBM4E collaboration with NVIDIA and a
more than doubling of server LPDDR SOCAMM revenue sequentially. (s25.q4cdn.com)

Customer Concentration

Customer concentration remains material:

One customer represented 10% of revenue during the first nine months of FY2026.
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More than half of FY2025 revenue came from Micron’s top ten customers.
Approximately half of FY2025 revenue was tied to the data-center end market. (sec.gov)

Strategic Customer Agreements mitigate volume and pricing uncertainty but do not eliminate
customer risk. A take-or-pay contract is only as valuable as the customer’s creditworthiness and
Micron’s willingness and legal ability to enforce it.

Competitive Moat

Micron’s moat is significant but not absolute.

STRUCTURAL STRENGTHS

Oligopolistic market structure: DRAM is controlled principally by Micron, Samsung and SK
hynix. NAND is somewhat more fragmented, but still highly concentrated.
Capital intensity: Advanced fabs require tens of billions of dollars, long construction
timelines and scarce equipment.
Process knowledge and yield learning: Economic output depends not simply on owning
tools, but on achieving competitive yields and bit density.
Qualification barriers: HBM, enterprise SSD and automotive products require lengthy
customer qualification and reliability testing.
Advanced packaging: HBM requires stacking, through-silicon vias, thermal management and
packaging capabilities that materially constrain effective supply.
Geographic diversification: Micron’s U.S., Taiwan, Japan, Singapore and Malaysia footprint
can provide supply-chain optionality.

LIMITS TO THE MOAT

SK hynix has been a formidable HBM competitor.
Samsung possesses greater overall manufacturing scale and financial resources.
CXMT and YMTC benefit from Chinese strategic support.
Memory remains substantially fungible once products are qualified.
Pricing power can evaporate quickly when supply growth exceeds demand.

SK hynix and Samsung have also reported exceptionally strong AI-memory demand and
constrained supply. That validates Micron’s cycle thesis, but it simultaneously confirms that
competitors are generating the cash required to expand capacity. (news.skhynix.com)

Management & Governance

CEO Sanjay Mehrotra and CFO Mark Murphy deserve credit for:

Preserving technology investment through the prior downturn.
Executing a rapid debt reduction.
Securing customer deposits and long-duration contracts.
Moving mix toward HBM, server DRAM and enterprise SSDs.
Exceeding the high end of Q4 guidance.

Micron repaid $10.04 billion of debt in FY2026 and reduced year-end debt to $5.18 billion. Near-
term refinancing risk is effectively nonexistent. (investors.micron.com)

Governance has been reinforced by appointing Manish Bhatia as president and COO, with end-to-
end operating P&L responsibility, and Scott DeBoer as president and chief technology and
product officer. The structure should improve accountability between demand planning, supply
allocation, product development and manufacturing. (s25.q4cdn.com)

The capital-return record is less impressive. Despite extraordinary cash generation:

Programmatic buybacks were only $650 million in FY2026.
Diluted average shares increased from 1.125 billion to 1.143 billion.
Stock-based compensation was $1.33 billion.
The dividend yield is negligible.
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Management has prudently prioritized debt retirement and capacity investment, but common
shareholders have not yet received capital returns commensurate with FY2026 cash generation.

Sentiment Analysis

Retail sentiment is aggressively bullish and short-duration. Social discussion is focused
on earnings beats, post-earnings price reactions, options positioning and highly speculative
targets. Stocktwits sentiment moved into bullish territory ahead of earnings with elevated
message volume. (stocktwits.com)

Institutional ownership is structurally strong but more valuation-sensitive. The latest
proxy identified Vanguard, BlackRock and Capital World Investors as major holders, with reported
stakes of 8.4%, 7.6% and 6.3%, respectively. (materials.proxyvote.com)

The muted immediate reaction to record earnings suggests institutional investors are not
disputing the current numbers; they are disputing their durability. That distinction is central. The
stock will not re-rate merely because Micron beats consensus. It must prove that FY2027–
FY2028 earnings are not simply a temporary commodity-price spike.

3. Market Dynamics & Recent Events

Key News Flow

RECORD FY2026 AND Q4 RESULTS

Micron reported:

FY2026 revenue: $133.19 billion.
GAAP net income: $84.97 billion.
GAAP EPS: $74.33.
Adjusted FCF: $62.31 billion.
Q4 revenue: $54.23 billion.
Q4 GAAP EPS: $32.87.
Q4 GAAP gross margin: 86.8%. (investors.micron.com)

STRONG Q1 2027 OUTLOOK

Guidance calls for:

Revenue: $61.5 billion ± $1.5 billion.
Non-GAAP gross margin: approximately 86.25%.
Non-GAAP EPS: $38.15 ± $1.00.
Approximately 1.15 billion diluted shares. (investors.micron.com)

STRATEGIC CUSTOMER AGREEMENTS

The 26 SCAs:

Cover more than 35% of estimated revenue through 2030.
Extend in some cases into 2031.
Include defined pricing frameworks for three-quarters of estimated contracted revenue.
Carry $32 billion of customer financial commitments. (s25.q4cdn.com)

This is arguably the most important structural change in Micron’s history. Historically, memory
customers avoided firm long-term commitments because they benefited from buying into
oversupply. Current supply scarcity has reversed negotiating leverage.

CAPACITY EXPANSION

Idaho ID1 wafer output is expected in mid-2027.
Idaho ID2 is expected in late 2028.
Initial New York output is targeted for 2030.
Singapore HBM packaging output is expected in early 2027.
Singapore NAND output is expected in the second half of 2028.

• 
• 
• 
• 
• 
• 
• 

• 
• 
• 
• 

• 
• 
• 
• 

• 
• 
• 
• 
• 

L2CAPITAL
R E S E A R C H P O R T A L

MICRON TECHNOLOGY, INC.

5 / 13

https://stocktwits.com/news-articles/markets/equity/michael-burry-chip-suppliers-over-micron-warns-memory-producers-sell-off-intensely/cZMEkjgRB7t?utm_source=openai
https://materials.proxyvote.com/Approved/595112/20251117/COMBO_621295/INDEX.HTML?page=98&utm_source=openai
https://investors.micron.com/news/press-release/2026/Micron-Technology-Inc--Reports-Record-Fiscal-Fourth-Quarter-and-Full-Year-2026-Results/default.aspx
https://investors.micron.com/news/press-release/2026/Micron-Technology-Inc--Reports-Record-Fiscal-Fourth-Quarter-and-Full-Year-2026-Results/default.aspx
https://s25.q4cdn.com/621799436/files/doc_financials/2026/q4/Q4-26-Earnings-Deck.pdf


Taiwan Tongluo shipments are expected in mid-2027.
Micron acquired the Tongluo fab for $1.8 billion. (s25.q4cdn.com)

These timelines support scarcity through at least 2027, but they also seed the next potential
supply cycle from late 2028 onward.

Stock Performance

MU is trading approximately 12.6% below its $1,255 52-week high and dramatically above
its approximately $180 52-week low. The one-year appreciation has been several hundred
percent, reflecting a transition from downcycle distress to AI-memory scarcity. (investing.com)

At $1,097.39:

Market capitalization is approximately $1.26 trillion.
Trailing GAAP P/E based on FY2026 EPS is approximately 14.8x.
FY2027E P/E based on our $165 EPS estimate is approximately 6.7x.
Enterprise value remains below market capitalization because Micron has approximately $68
billion of net cash and investments.

The stock is inexpensive only if current earnings remain elevated. It is not inexpensive relative to
trough or historical mid-cycle earnings.

Macro Impact

The Federal Reserve raised its target range to 3.75%–4.00% on September 16, 2026, while
August CPI was 3.4% year over year and core CPI was 2.4%. Higher rates increase the discount
rate applied to long-duration semiconductor earnings, but Micron’s net-cash balance sheet
largely neutralizes direct financing risk. (federalreserve.gov)

The more material macro variables are:

Hyperscaler capital-expenditure growth.
AI accelerator deployment.
Electricity and data-center capacity availability.
Enterprise adoption of agentic AI.
PC and smartphone unit elasticity as memory costs rise.
Automotive production and advanced-driver-assistance penetration.

Management expects potential double-digit declines in overall PC and mobile units, while
premium-device revenue is supported by greater memory content and pricing. This divergence
is sustainable only while customers can pass higher component costs through to end users.
(s25.q4cdn.com)

4. Financial Statement Analysis (Forensic Detail)

Data Integrity Qualification

The financial table supplied with the request does not reconcile to Micron’s official filings
or September 30, 2026 earnings release.

Examples:

Supplied FY2025 revenue: $15.5 billion; official reported FY2025 revenue: $37.378 billion.
Supplied Q3 FY2026 revenue: $9.3 billion; official reported Q3 FY2026 revenue: $41.456
billion.
The supplied table also shows certain net-loss and positive-EPS combinations that are
internally inconsistent.

Micron’s filed Q3 2026 Form 10-Q confirms the period ended May 28, 2026, and the official
release reports Q3 revenue of $41.456 billion. The supplied dataset therefore appears to contain
a period-mapping, extraction or labeling error and should not be used for investment decisions
without correction. (sec.gov)
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The FY2026 results announced on September 30 are company-reported and unaudited pending
the FY2026 Form 10-K.

Revenue & Earnings Quality

GROWTH QUALITY

FY2026 revenue increased 256%, while GAAP gross margin expanded from 39.8% to 80.7%. Q4
gross margin reached 86.8%. (investors.micron.com)

The operating leverage is genuine, but it is dominated by ASP expansion:

Q4 sequential change DRAM NAND

Revenue +27% +42%

Bit shipments Mid-single-digit ~10%

ASP High-teens ~30%

The earnings are therefore high quality in the accounting sense, but less durable in the
economic sense. This is not low-quality revenue recognition; it is high-quality cash earnings
exposed to a potentially unstable commodity-price mechanism.

CASH CONVERSION

FY2026:

GAAP net income: $84.97 billion.
Operating cash flow: $89.68 billion.
Adjusted FCF: $62.31 billion.
Adjusted FCF margin: 46.8%. (investors.micron.com)

Cash conversion remained strong despite:

A $25.21 billion increase in receivables.
A $2.02 billion inventory outflow.
Significant increases in accounts payable, accrued expenses and other liabilities.

This is not an earnings-without-cash situation.

RECEIVABLES

Receivables increased from $9.27 billion to $36.20 billion during FY2026. On a simplified Q4 run-
rate basis, days sales outstanding were approximately 61 days.

The increase is largely explicable by explosive revenue growth, but it remains a monitoring item
because:

Customer concentration is high.
Quarterly sales expanded faster than customers’ payment cycles could turn.
Future earnings quality depends on collection from a limited number of very large customers.

No evidence currently indicates material collectability problems.

INVENTORY

Inventory increased to $10.37 billion from $8.36 billion. The increase was significantly slower
than revenue growth, and inventory represented less than 20% of Q4 revenue.
(investors.micron.com)

The forensic issue is expense timing. Management disclosed that increased FY2026
manufacturing incentive compensation was absorbed into inventory in Q4 and will principally
affect Q1 2027 gross margin as that inventory is sold. This is normal absorption costing, not
necessarily aggressive accounting, but it means some Q4 labor costs were capitalized rather
than immediately expensed through cost of goods sold. (s25.q4cdn.com)

Management’s assertion that Q1 will be the FY2027 gross-margin floor depends partly on that
cost roll-off.
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NON-GAAP ADJUSTMENTS

FY2026 non-GAAP net income exceeded GAAP net income by only $1.79 billion, primarily
reflecting:

$1.28 billion of stock compensation.
$500 million of patent-license charges.
$511 million of debt-prepayment losses.
Related tax effects. (investors.micron.com)

The GAAP/non-GAAP gap is not large enough to undermine the reported earnings trajectory.

Balance Sheet Health & Leverage

Year-end liquidity included:

Cash and equivalents: $38.36 billion.
Short-term investments: $5.07 billion.
Long-term marketable investments: $30.02 billion.
Total cash and marketable investments: approximately $73.45 billion.
Total debt: $5.18 billion.
Net cash and investments: approximately $68.3 billion, or roughly $59 per diluted share.
(investors.micron.com)

Micron prepaid most of its 2028–2030 debt and significant portions of later notes. Remaining
funded maturities are principally 2031 and beyond, apart from finance-lease obligations. The
undrawn revolving facility is unsecured, matures in March 2030 and carries a maximum net-
leverage covenant of 3.25x. (sec.gov)

Refinancing risk: negligible.
Liquidity risk: negligible.
Capital-intensity risk: material, but internally fundable under the base case.

Contract Liabilities and Customer Deposits

Noncurrent customer contract liabilities rose to $12.90 billion from only $142 million a year
earlier. Micron also received $12.75 billion of customer contract deposits during FY2026,
classified in financing cash flow. (investors.micron.com)

These deposits:

Improve liquidity.
Validate scarcity and customer commitment.
Reduce the capital burden of capacity expansion.
Create future delivery, pricing and performance obligations.

They are not free capital. Failure to deliver contracted product specifications or quantities could
create refund demands, disputes or litigation.

Cash Flow & Capital Allocation

FY2026 uses of cash included:

Gross PP&E expenditures: $30.71 billion.
Net capex after incentives and asset-sale proceeds: $27.37 billion.
Debt repayments: $10.04 billion.
Programmatic repurchases: $650 million.
Employee-award withholding repurchases: $1.13 billion.
Dividends: $610 million. (investors.micron.com)

The dividend is covered more than 100x by adjusted FCF and is unquestionably sustainable
under any remotely plausible scenario.

The more relevant criticism is that capital returns are too small. Micron spent only about 1% of
FY2026 adjusted FCF on open-market repurchases. Until buybacks exceed stock-based
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compensation and stabilize the diluted share count, repurchase announcements should not be
credited with meaningful per-share accretion.

5. Valuation & Price Target

Our $1,400 target is based on three methodologies.

Method 1: Forward P/E

BASE INPUTS

FY2027 revenue: approximately $265–$275 billion.
FY2027 non-GAAP EPS: $165.
Target multiple: 8.5x.
Implied value: $1,403 per share.

The 8.5x multiple is below broad semiconductor multiples because:

Micron’s earnings remain pricing-sensitive.
Current gross margins are far above historical norms.
Supply expansion is inevitable.

It is above prior peak-cycle memory multiples because:

More than 35% of estimated revenue through 2030 is covered by SCAs.
HBM, enterprise SSD and automotive products are less fungible.
The balance sheet is net cash.
Customer deposits materially de-risk funding.

Method 2: EV/EBITDA

BASE INPUTS

FY2027 EBITDA: approximately $240–$245 billion.
Target EV/EBITDA: 6.2x.
Target enterprise value: approximately $1.50 trillion.
Estimated forward net cash: approximately $90–$100 billion.
Diluted shares: approximately 1.15 billion.
Implied equity value: approximately $1,380–$1,400 per share.

This method recognizes that depreciation understates economic maintenance requirements in a
leading-edge fab model. Accordingly, we apply a restrained enterprise multiple rather than
treating EBITDA as distributable cash.

Method 3: DCF

KEY ASSUMPTIONS

FY2027 normalized FCF: approximately $130 billion.
FY2028 FCF: approximately $140 billion.
Subsequent normalization as capacity and competition increase.
WACC: 10.5%.
Terminal growth: 3%.
Long-run FCF materially below FY2027–FY2028 peak levels.
Implied equity value: approximately $1,300–$1,350 per share.

The DCF is the most conservative approach because it explicitly assumes that current margins
cannot persist indefinitely.
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Reconciliation

Method Implied value Weight

Forward P/E $1,403 45%

EV/EBITDA $1,390 30%

DCF $1,325 25%

Weighted value ~$1,380 —

Rounded target $1,400 —

The modest upward rounding reflects the value of customer-funded capacity, long-duration
contractual commitments and Micron’s approximately $68 billion net-cash position. It does not
assume a full AI-platform valuation.

6. Risk, Catalysts, and Scenario Analysis

The Bear Case: Risks

ASP reversal

Pricing is contributing more to revenue growth than bit shipments. A 10-percentage-point
decline in gross margin on approximately $270 billion of revenue would reduce gross profit by
roughly $27 billion and after-tax EPS by approximately $20.

Current margins represent a mathematical peak

Gross margins of 86%–87% are extraordinary for a capital-intensive manufacturer. Even modest
customer elasticity, supply additions or mix normalization could produce severe decremental
margins.

Hyperscaler AI-capex slowdown

Data center represents the majority of Micron’s economic exposure. Delayed accelerator
deployments, power constraints, financing pressure or poor AI monetization would reduce HBM,
server DRAM and SSD demand simultaneously.

Customer concentration

More than half of FY2025 revenue came from the top ten customers. Contracting may increase,
rather than decrease, dependence on a small number of hyperscalers and AI-platform vendors.

SCA enforcement risk

Take-or-pay terms may be renegotiated in a downturn. Enforcing them against strategic
customers could preserve contractual value but damage long-term relationships.

China and export-control risk

China’s existing restrictions have impaired Micron’s market access, while U.S. export controls
could restrict sales to additional customers. CXMT and YMTC may gain share with state support.
(sec.gov)

Capex overshoot

Micron plans higher FY2027 capex, primarily for clean-room construction and equipment
acceleration. Capacity coming online in 2028–2030 may arrive after demand growth has slowed.

Manufacturing and qualification execution

HBM4/HBM4E stack yields, advanced packaging, thermal performance and customer
qualification are potential bottlenecks. A yield issue would be especially costly during a sold-out
market.

Government-incentive clawbacks
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Incentives are subject to investment, production, employment and compliance conditions.
Failure to meet milestones could trigger reductions or clawbacks, potentially with interest.
(sec.gov)

Receivables and working-capital concentration

Receivables have expanded to $36.2 billion. A customer dispute, delayed acceptance or credit
deterioration could convert apparently strong earnings into weaker cash collection.

The Bull Case: Catalysts

Q1 2027 revenue or EPS exceeds the already exceptional guidance range.
Gross margin rises above 86.25% after Q1, validating management’s “floor” language.
Additional SCAs extend pricing visibility into 2031 and beyond.
Calendar 2027 HBM pricing closes the profitability gap with conventional DRAM.
HBM4 and custom HBM4E gain additional accelerator-platform qualifications.
Data-center SSD revenue continues gaining share through KV-cache and HDD replacement.
Management initiates buybacks large enough to reduce diluted shares.
Micron demonstrates that 2028 supply growth remains below demand despite new fabs.
The market begins valuing Micron on normalized FCF rather than peak-cycle P/E.
A stronger U.S. domestic-memory policy improves long-term customer and government
support.

Scenario Analysis

Scenario Principal conditions
EPS

framework
Multiple

Price
target

Bear ASP growth reverses; GM falls toward 65%–70%;
hyperscaler capex slows; contracts are renegotiated

~$100 6.5x $650

Base Sequential FY2027 growth; GM remains above 80%; SCAs
hold; supply remains constrained

~$165 8.5x $1,400

Bull HBM and conventional DRAM shortages persist through
FY2028; EPS exceeds $210; capital returns accelerate

~$215 8.8x $1,900

Relative to the reference price:

Bear-case downside: approximately 41%.
Base-case upside: approximately 28%.
Bull-case upside: approximately 73%.

The distribution is attractive but not low risk. Position sizing should reflect the possibility of a
rapid 35%–45% drawdown even if the multi-year AI-memory thesis remains intact.

7. Red Team Analysis (Devil's Advocate)

The Buy thesis may be catastrophically wrong because Micron could be the purest peak-
earnings value trap in the market.

First, the valuation denominator is potentially fraudulent in an economic—not accounting—
sense. A 6.7x forward P/E looks cheap only because the model capitalizes an 86% gross margin.
Memory manufacturers have historically appeared cheapest immediately before earnings
collapse. If normalized EPS is $60 rather than $165, the stock trades at more than 18x earnings—
expensive for a cyclical manufacturer.

Second, the operating data scream scarcity pricing rather than sustainable competitive
advantage. DRAM revenue rose 27% sequentially despite only mid-single-digit bit growth. NAND
revenue rose 42% against approximately 10% bit growth. Customers are not suddenly
consuming four times as many physical bits; they are paying vastly more for constrained supply.
Pricing can reverse far faster than fabs can be depreciated.

1. 

1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
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Third, SCAs may be less protective than advertised:

Pricing bands create floors but also ceilings.
Customers will litigate, renegotiate or reduce future business before paying uneconomic prices
indefinitely.
More than 35% contracted revenue may lock Micron into unfavorable economics if inflation,
equipment costs or yields deteriorate.
Customer deposits are liabilities, not equity.
Contract enforcement could turn Micron’s largest customers into adversaries.

Fourth, management’s statement that it has no line of sight to supply-demand balance may be a
top-of-cycle indicator, not a bullish signal. Every commodity supercycle produces a narrative that
“this time supply cannot catch up.” That belief authorizes accelerated construction, equipment
orders and competitor expansion. Supply responds slowly—but once it responds, it tends to
overshoot.

Fifth, Micron is retaining almost all its cash. Despite $62 billion of adjusted FCF, programmatic
buybacks were only $650 million. Either management believes the stock is unattractive,
management sees much larger capital requirements ahead, or the apparent FCF is not
sustainable enough to distribute. None of those interpretations is unambiguously bullish.

Sixth, the balance sheet understates economic obligations:

Multi-year fab construction.
Equipment commitments.
Government-incentive compliance.
Long-term supplier arrangements.
Employee incentive compensation embedded in inventory.
Potential customer remedies under SCAs.
Environmental, permitting and infrastructure costs.
Ongoing R&D required to avoid node obsolescence.

These obligations are not conventional debt, but they behave like debt when the cycle turns
because they cannot be stopped without strategic damage.

Seventh, the stock has already appreciated several hundred percent in one year and attained a
market capitalization above $1.2 trillion. The thesis is no longer undiscovered. The market is
demanding proof that margins can remain at historically unprecedented levels. One quarter of
weaker ASPs could destroy hundreds of billions of dollars of market value.

Eighth, AI efficiency is a direct threat. Better model compression, quantization, sparsity,
inference optimization and KV-cache management could reduce memory required per unit of
useful AI output. Micron’s thesis assumes workload growth will overwhelm efficiency gains. If
that assumption fails, the projected shortage could disappear before 2028 capacity arrives.

Finally, the most dangerous fact is not that Micron’s earnings could fall. It is that they can fall 
nonlinearly. A manufacturer with 86% gross margins has enormous positive operating
leverage, but the same mechanism works in reverse. Revenue need not collapse for earnings to
be cut in half; pricing merely needs to stop rising.

Red-team verdict: The Buy rating is valid only if investors accept that FY2027 earnings will
remain structurally elevated and that contracts will meaningfully dampen the next downcycle. If
gross margins normalize below 60%, the $1,400 target is indefensible and MU should be treated
as a value trap despite its apparently low forward multiple.
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