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1 Qualitative Thesis
Ambarella is a fabless semiconductor company that designs low-power system-on-chip (SoC) solutions for edge AI
inference. Unlike Nvidia or AMD, which build powerful centralized compute for data centers, Ambarella builds the
chips that let physical systems (cameras, vehicles, drones, robots) see and understand the world locally and in real
time. Its core product line, the CVflow SoC series, integrates AI inference acceleration, image signal processing, and
video encoding on a single chip, optimized for constrained power envelopes. It sells into automotive advanced driver
assistance systems (ADAS), enterprise security cameras, and increasingly into robotics and industrial automation.
There are four main reasons I believe in the long-term bull case for Ambarella.

1. The CVflow architecture is purpose-built for robotics at scale. Robots face the same core computational chal-
lenge as autonomous vehicles: they are physical systems moving through unstructured environments that need
to perceive the world through multiple sensors, fuse that data in real time, run inference to understand the scene,
and issue control commands, all within a tight power and thermal budget. Ambarella has spent over a decade
solving exactly this problem for ADAS, and its CVflow architecture reflects that. It runs transformer-based vi-
sion models and agentic AI frameworks at extremely low power. General-purpose solutions like Nvidia’s Jetson
platform work today, but as robot foundation models mature and inference workloads grow, the performance-
per-watt gap will open up. Furthermore, Ambarella in its recent 10-Q has already identified the importance of
diversifying end markets away from only IoT and automotive and into other areas requiring computer vision,
including robotics. And as robotic production scales, purpose-built silicon becomes increasingly justifiable over
general-purpose compute. This is analogous to semiconductors in the automotive industry: in 1990 a car had
roughly $100 of semiconductor content. Today, an EV with full ADAS has between $1,000 and $2,000.

2. Ambarella is capitalizing on the shift from CNN (convolutional neural network) workloads to transform-
ers. CNNs used to be the dominant architecture for vision tasks, but transformers (which handle multi-modal
inputs and longer context windows better), are quickly becoming the industry standard. Ambarella’s CV3 series
redesigned the memory subsystem, added dedicated transformer acceleration blocks, and developed the Cooper
software platform to address this specific gap.

3. The Hanwha Group deal. In May 2026, Ambarella signed a long-term agreement with Hanwha Group valued
at over $800 million in potential revenue spanning more than ten years, covering co-development and deploy-
ment of edge AI SoCs and software across Hanwha’s video security, robotics, industrial automation, and life
sciences businesses. This is significant for several reasons. First, it validates that a major industrial conglomerate
chose to co-develop with Ambarella’s CVflow platform. Second, Ambarella’s edge AI platform already has an
installed base of more than 46 million AI units across 12 edge AI SoCs, which means it has production-proven
silicon at scale. Third, the structure of the deal is a long-term agreement covering current and next-generation
chips, which gives Ambarella multi-year revenue visibility and a co-development relationship that deepens their
moat against any competitor trying to displace it.

4. Ambarella is the natural neutral merchant silicon vendor in a fragmented robotics market. Data cen-
ter silicon is consolidating: the hyperscalers are building custom ASICs in-house, and the customer base for
merchant silicon is shrinking to a small number of very large buyers. Robotics is structurally different. You
have humanoids (Figure, Physical Intelligence, 1X, Apptronik), industrial arms (Fanuc, ABB, Kuka), mobile
manipulation, warehouse automation, surgical robots, agricultural robots, etc., dozens of verticals with differ-

1



ent sensing requirements, none of which have the engineering depth to go full-stack on silicon. That presents
a durable, fragmented opportunity for merchant silicon. Ambarella doesn’t need to pick a winner among the
OEMs; it just needs to be the platform that all of them design around.

Ambarella is also partially shielded from the circular semiconductor financing that plagues nearly every chip trade.
Because it operates on edge inference rather than centralized cloud compute, it acts more like a traditional recur-
ring procurement process. Thus, common investor fears regarding the AI chip bubble don’t apply to Ambarella. So,
although Ambarella may still suffer from general movements in the tech space due to the company being a semicon-
ductor company by design, the underlying unit economics are far more stable. Capitalizing upon this gap is crucial to
this thesis.

Risk Factors and Counterarguments
There are four reasons for the bear case that are carried into the valuation range in the Financial Model section.

1. Customer and channel concentration. WT Microelectronics, Ambarella’s Asia-Pacific fulfillment partner, ac-
counted for approximately 70% of total revenue in FY2026 and 61% in Q1 FY2027; the top 10 end customers
combined represented approximately 67% of FY2026 revenue, and roughly 85% of revenue is tied to Asia-based
customers and partners. The “fragmented merchant silicon” argument in point 4 above describes the robotics
end-market, but Ambarella’s actual revenue today runs through a small number of channel relationships.

2. Named competition. Nvidia’s Jetson platform (including Jetson Thor, positioned specifically for robotics), Qual-
comm’s Robotics RB-series, and domestic Chinese vision/robotics silicon vendors such as Horizon Robotics all
target overlapping edge AI and robotics silicon markets. The thesis that Ambarella can be “the platform that all
of them design around” assumes the fragmentation among robotics OEMs persists and that no competitor consol-
idates a dominant reference-design position.

3. Execution and design-win conversion risk. The Hanwha LTA’s $800M+ figure is potential revenue spread over
more than ten years, not contracted near-term revenue, and management has described at least one robotics design
win as still in low-volume production. Semiconductor design wins typically carry a multi-year lag before they
contribute meaningfully to reported revenue, and conversion from design win to volume production is not certain.

4. Export control and geopolitical exposure. Ambarella discloses in its SEC filings that it is subject to U.S. export
control regulations (the Commerce Department’s Export Administration Regulations) and that changes to Entity
List restrictions or new export controls affecting its China-based customers could materially affect revenue. This
is a policy area to which Ambarella is more exposed than a typical semiconductor company given its Asia-heavy
customer base.

2 Financial Model
To assess Ambarella’s (NASDAQ: AMBA) valuation against its role in the physical AI and edge-inference thesis, I
built a three-scenario discounted cash flow (DCF) model and cross-checked against trading comparables as well as
sell-side consensus. As of July 2, 2026 ($78.36/share; market cap ∼$3.45B, no debt, $277.8M net cash), the model
produces a wide valuation range. Table 1 summarizes the core model assumptions; Table 2 summarizes the resulting
valuation range.
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Table 1: Key model assumptions

Assumption Base Case Bear / Bull Range

Discount rate (WACC, CAPM) 14.85% held constant across scenarios
Risk-free rate / ERP / Beta 4.3% / 5.0% / 2.11 –

Terminal growth rate 4.0% 3.0% (bear) / 4.5% (bull)
Cash tax rate 12% held constant
Revenue growth (FY27E, peak yr) 12.6%, 15.2% (FY30) 7.3% (bear) / 13.9%, 19.7% (FY30, bull)
Terminal-year gross margin 62.5% 56.5% (bear) / 64.0% (bull)
Terminal-year opex (% of revenue) 31.5% 45.0% (bear) / 27.5% (bull)
Terminal-year EBIT margin 31.0% ∼11.5% (bear) / 36.5% (bull)

Table 2: Valuation results by method

Method Implied Value/Share vs. $78.36

DCF — Stress case $11.84 −85%

DCF — Bear case $13.29 −83%

DCF — Base case $38.10 −51%

DCF — Bull case $61.86 −21%

Comps (EV/Sales, close-comp median, 6.33x) $69.84 −11%

Sell-side consensus (avg, n = 14) $95.00 +21%

Prob.-weighted (50/30/20 base/bull/bear) $40.27 −49%

Discussion
The disagreement across methods argues that the stock is expensive on current fundamentals unless the discount rate
compresses. The DCF signals overvaluation even in the bull case, a scenario with ∼20% peak revenue growth (FY30),
64% terminal gross margins, 36.5% terminal EBIT margins, and robotics scaling to roughly a quarter of revenue by
FY36 still implies $61.86/share, about 21% below the current quote. Furthermore, none of those operating assumptions
is unreasonable for a scaled edge-AI franchise.

The dominant driver is the 14.85% WACC, which is mathematically set by a beta of 2.11. That beta reflects AMBA’s
historically volatile, sentiment-driven trading pattern more than its forward business risk now that the company is
approaching sustained profitability with no debt and is layering in recurring automotive and long-term-agreement
revenue. The sensitivity grid in the financial model contains two distinct re-rating thresholds. Holding Base Case
cash flows fixed, an 11.5% WACC (β ≈ 1.44, between Microchip Technology and Texas Instruments) lifts the Base
Case to ≈$57. Separately, holding Bull Case cash flows fixed, today’s price is cleared at any WACC below ≈13.0%
(β ≈ 1.74, near NXP Semiconductors, the highest-beta and most automotive-exposed of the three peer anchors),
which is a smaller re-rating, but one that additionally requires the bull operating case specifically to be correct.

The comps cross-check does not contradict the fundamental picture. The close-comp median across Mobileye, onsemi,
and NXP is 6.33x EV/FY27E sales. AMBA trades at 7.18x, a ∼13% premium, and the comps method on that basis
implies $69.84, or about an 11% downside. Fortunately, that premium is defensible: AMBA is growing revenue at
roughly twice the comp-set median, and a faster grower earning a higher sales multiple is ordinary. Read together with
the DCF, and with a probability-weighted value of $40.27 at 50/30/20 base/bull/bear weights, the three fundamental
methods show that AMBA is currently priced ahead of its current cash flows.
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The Bear Case above still models gradual competitive deceleration with slower growth and thinner margins, but posi-
tive and still-growing EBIT throughout. That is not the same shape as the step-function risks outlined in the Qualitative
Section: losing WT Microelectronics as a channel, or an Entity List action on a China-linked customer. A separate
Stress Case, layered on top of the Bear Case revenue path and disclosed separately from the probability-weighted
estimate above, models exactly that: a discrete channel/export-control shock that cuts FY2028E revenue 27% year-
over-year (from $419M to $305M), compresses margins further through revenue-led deleverage, and adds a one-time
$15M channel-requalification cost, recovering only by FY2036E. This produces $11.84/share (−85%), modestly be-
low the Bear Case itself, and is the more direct quantitative analog to the customer-concentration and export-control
risks above.

Why Long Remains the Right Strategy
Every fundamental method in this model (Bear, Base, and Bull DCF, comps, and the probability-weighted blend) puts
the fair value below $78.36. Only the sell-side consensus disagrees. Thus, in order to hold a long position against that
evidence, there must be explicit justification for today’s price, along with disciplined sizing and entry criteria.

This is a re-rating bet, not a mispricing claim. The gap between the Base/Bull case and the current price is driven
by the discount rate. The long thesis is that the Hanwha-anchored robotics ramp, if it materializes as described in the
Qualitative Thesis section, structurally de-risks the revenue base (longer-duration contracts, less channel concentration,
less single-quarter sentiment sensitivity) enough to compress AMBA’s beta from 2.11 toward a mature large-cap
semiconductor level over a 24–36 month window.

Quantitatively, the $57 entry price below is back-solved from an 11.5% WACC, which under CAPM (WACC =
Rf + β × ERP , 4.3% + β × 5.0%) implies a target beta of approximately 1.44. That number is defensible against
comparable peers: Microchip Technology (MCHP, β = 1.47) sits almost exactly there today; Texas Instruments
(TXN, β = 1.30) anchors the low end as the most mature large-cap analog name in the peer set; NXP Semiconductors
(NXPI, β = 1.78) anchors the high end and is the most automotive-exposed of the three, similar to AMBA’s own end-
market mix. The bet is that AMBA’s beta migrates from 2.11 into roughly that 1.3–1.8 range as the robotics-driven
de-risking plays out and it stops trading like a single-narrative small-cap.

Entry price, not just direction. At an 11.5% WACC consistent with the β ≈ 1.44 target above, the Base Case
supports approximately $57/share (per the sensitivity grid). That is the price this pitch uses as its entry discipline.
The position is sized for accumulation at or below $57, not at the current $78.36 print, with the difference reflecting
the re-rating premium the market is already paying for optionality that has not yet been de-risked. This is a more
demanding re-rating than the Bull-clears-price-at-13%-WACC observation above: that threshold needs a smaller beta
compression but also needs the bull operating case to be right. The $57 entry price needs only the base operating case,
which is why it is the number used here, rather than the less conservative one.

The entry pathway: a sector selloff, not a company breakdown. The $57 trigger only matters if there is a plausible
route to it that does not require the bull thesis to already be wrong. There is one: AMBA’s realized 2.11 beta means
the stock does not need company-specific bad news to reach the entry zone; rather, a broad, sentiment-driven de-
rating of AI-adjacent and semiconductor equities is sufficient on its own. A ∼13% pullback in AI/semiconductor
equities generally, levered through that beta, is enough to take AMBA from $78.36 to roughly $57 without a significant
deterioration in its own fundamentals. This is already identified in the Qualitative Thesis: Ambarella “may still suffer
from general movements in the tech space. . . [although] the underlying unit economics are more stable,” because its
revenue is tied to recurring procurement of shipped edge-inference silicon, not the vendor-financed, circular capex
loop connecting data-center names to hyperscaler AI spending. An ‘AI bubble’ scare would likely push AMBA down
because it is high-beta, thematically AI-adjacent, and held by the same momentum and thematic-ETF flows as names
actually exposed to circularity risk. The re-rating case depends on what happens next: if AMBA’s own operating
performance holds up through that stress while the stock has already priced in a deterioration that never shows up, that
divergence between price and fundamentals during the drawdown is the evidence the market re-prices on. Entry at $57
is a negative screen: the position is sized for accumulation at or below $57 before resilience has been proven.

The mechanism above depends on price and fundamentals diverging during the selloff: AMBA falls on sentiment
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while its revenue holds. But the Hanwha-anchored robotics ramp is itself partly downstream of venture-funded hu-
manoid OEMs (Figure, 1X, Physical Intelligence) whose capital depends on the same AI-investment cycle that would
be driving the selloff. If that cycle freezes their funding too, AMBA’s revenue does not push through: price and funda-
mentals fall together, the divergence the re-rating case depends on never appears, and $57 becomes a waypoint toward
the Bear Case. Financing-stage news at AMBA’s named robotics customers is accordingly the single most important
factor impacting the entry thesis.

Bottom line. On today’s realized discount rate, AMBA is a hold/avoid on a pure DCF basis. The long case made
here is a specific, nuanced bet: any AI chip selloff drags AMBA down, but the Hanwha-anchored robotics ramp
simultaneously de-risks the revenue base enough to compress AMBA’s beta from 2.11 toward roughly 1.3–1.8 within
24–36 months. Thus, I argue that investors should enter at or below $57/share while closely monitoring named design
wins, customer concentration, and financing-stage stress to robotics customers every quarter.
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