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Key Points

- Chiplet technology is revolutionizing semiconductor design, allowing for modular components
that improve yield and efficiency, particularly appealing to companies like AMD and ON
Semiconductor.

- Low-temperature soldering techniques are being adopted to handle the complexities and
stresses of advanced chip designs, with companies like Alpha and Omega Semiconductor
leading the transition.

> Geopolitical shifts are prompting companies to re-evaluate supply chains and risk management,
favoring regional manufacturing strategies highlighted by Globalfoundries.

- The growing emphasis on sustainability and lower carbon footprints presents an opportunity for

smaller firms to specialize in environmentally-friendly manufacturing processes.

- The evolution towards standardization of chiplet architectures will enhance product
interoperability, providing fertile ground for emerging players to disrupt established
technologies.

- Market demand for high-performance computing and applications in Al dictates the focus on
alternative architectures that balance cost, performance, and flexibility as outlined by firms
like Achronix.

- Continuous innovations in manufacturing practices are paramount, paving the way for expansive
growth in emerging tech sectors as demonstrated by advancements in packaging and
density management.
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The semiconductor industry is
witnessing revolutionary changes,
particularly in chip performance
with a focus on efficiency, cost
reduction, and power savings.

Breakthroughs in Chip Performance
(Efficiency, Cost, and Power Gains)

The semiconductor industry is witnessing revolutionary changes,
particularly in chip performance with a focus on efficiency, cost
reduction, and power savings. One of the most significant
advances is the adoption of chiplet technology, which enables
developers to break down large, complex chips into multiple
smaller, more manageable chiplets. This modular approach not
only offers greater flexibility in manufacturing but also allows for
cost savings by utilizing different process nodes for different

components.

Companies like Advanced Micro Devices (AMD), which have been
heavily investing in chiplet architectures, are expected to reap
significant benefits as the market evolves. Other mid-cap
companies like Ambarella (AMBA) leverage advanced chip
designs in their imaging and video processing technologies,
enabling improved efficiency and performance at lower power
costs. Furthermore, firms such as ON Semiconductor (ON)
capitalizing on energy-efficient technology solutions can cater to
the growing demand for sustainable solutions in various

applications.

Their competitive advantages lie in specialization and creating
integrated solutions that reduce overall power consumption

while maintaining performance scalability.

Significantly, the transition to chiplets allows designers to
optimize manufacturing costs as only critical functionalities need
to be manufactured on advanced nodes, thus offloading less
critical functions onto older, more affordable manufacturing
nodes. While some discussions suggest that chiplets consume
less power compared to traditional PCB solutions, context is
critical as actual performance depends on specific applications
and configurations. Companies like Monolithic Power Systems
(MPWR) and Cirrus Logic (CRUS) are actively positioned to
exploit these technologies by providing power management

solutions that enhance overall chip efficiency and performance.

The expected long-term gain is the establishment of more
economical and overarching ecosystems whereby chiplets can

be reused across diverse product lines, ultimately pushing the
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adoption of this technology. Crucially, younger firms specializing
in chiplet solutions are likely to disrupt established players by
bringing fresher perspectives and innovative approaches to

market, thus transforming the semiconductor landscape.
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In the world of semiconductor
manufacturing, the industry is
witnessing crucial innovations that
are reshaping manufacturing
processes and production
efficiency.

Manufacturing Process Innovations

In the world of semiconductor manufacturing, the industry is
witnessing crucial innovations that are reshaping manufacturing
processes and production efficiency. Recent advancements have
focused on adopting low-temperature soldering techniques,
which promise significant reductions in mechanical stress
associated with high-temperature processes such as those
currently used in conventional soldering methods. This shift
plays a critical role, especially in the chiplet era, where managing
the integrity of increasingly complex packages is vital for

performance and reliability.

Small-cap companies like 3D Systems Corporation (DDD) and
Alpha and Omega Semiconductor (AOSL) are keenly positioned
to capitalize on this trend by offering tailored solutions that align
with the advancing practices within the semiconductor industry.
They can facilitate the integration of innovative materials that
ensure seamless transitions from traditional techniques to

modern eco-friendly methods while minimizing costs.

Moreover, as the industry pushes for tighter integration and
miniaturization of components, utilizing new materials like tin-
bismuth alloys for low-temperature soldering provides an
opportunity to mitigate common issues related to packaging
warpage and thermal stress. By aligning with sustainability goals,
companies such as Indium Corporation, not listed but widely
respected, are leading the charge toward more environmentally
friendly practices by researching low-impact materials. This
evolution is compounded by the industry's growing commitment
to reducing carbon footprints and adopting sustainable
manufacturing processes, with expectations that the adoption of
low-temperature solders could potentially lower CO2 emissions

significantly.

In adopting innovative approaches, firms that excel in the
research and adoption of next-gen materials will likely navigate
new regulatory landscapes more adeptly and establish

themselves as leaders in the semiconductor supply chain.
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Geopolitical factors are increasingly
impacting the semiconductor
industry, driving notable supply
chain shifts.

Geopolitical & Supply Chain Shifts

Geopolitical factors are increasingly impacting the
semiconductor industry, driving notable supply chain shifts. The
ongoing tensions between major technology hubs are pushing
companies to reassess their manufacturing and supply
strategies. Mid-cap firms that embrace agile supply chain
practices are positioned to better navigate these disruptive
changes than their larger counterparts, as they remain flexible

and responsive to geopolitical developments.

For instance, companies like Globalfoundries (GFS), which
focuses on contract semiconductor fabrication, stand out as
solutions for clients looking to diversify their supply chains in
light of changes stemming from trade policies and restrictions.
They have established partnerships to enhance regional
production capabilities, helping to mitigate potential risks

resulting from over-reliance on specific regions.

Furthermore, companies such as Achronix Semiconductor
(ACHR) are well-positioned due to their focus on providing high-
performance FPGA (Field-Programmable Gate Arrays) solutions.
These firms have the agility to pivot quickly in response to shifts
in supply availability and geopolitical pressures. Additionally, the
realization of regional supply autonomy is gaining traction as
governments worldwide invest in semiconductor production

capabilities within their borders.

The establishment of incentive programs and policies
encourages local manufacturing efforts, thereby reducing
dependency on foreign supply chains. There is a predicted shift
in investment towards domestic semiconductor manufacturing
capabilities across various countries, thereby enabling smaller
firms and newer entrants to emerge alongside established
businesses. Therefore, understanding geopolitics and adapting
supply chains will be crucial for companies looking to thrive in

this landscape.
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Key Insights

Chiplet technology is revolutionizing semiconductor design, allowing for modular components that improve yield
and efficiency, particularly appealing to companies like AMD and ON Semiconductor.

Low-temperature soldering techniques are being adopted to handle the complexities and stresses of advanced
chip designs, with companies like Alpha and Omega Semiconductor leading the transition.

Geopolitical shifts are prompting companies to re-evaluate supply chains and risk management, favoring regional
manufacturing strategies highlighted by Globalfoundries.

The growing emphasis on sustainability and lower carbon footprints presents an opportunity for smaller firms to

specialize in environmentally-friendly manufacturing processes.

The evolution towards standardization of chiplet architectures will enhance product interoperability, providing
fertile ground for emerging players to disrupt established technologies.

Market demand for high-performance computing and applications in Al dictates the focus on alternative
architectures that balance cost, performance, and flexibility as outlined by firms like Achronix.

Continuous innovations in manufacturing practices are paramount, paving the way for expansive growth in
emerging tech sectors as demonstrated by advancements in packaging and density management.

Dive deeper into the companies mentioned in this week's
newsletter.
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