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Photronics, Inc. (PLAB) - Deep Research Report

Executive Summary: Photronics is a leading global photomask/reticle manufacturer for semiconductor
(IC) and flat-panel-display (FPD) production. It operates a single segment (photomasks) via 11 fabs in Asia,
the US and Europe ' 2, selling high-precision masks that carry customer circuit designs onto wafers or
display substrates. Founded in 1969 1 and publicly traded since 1987, Photronics sells predominantly to
foundries and electronics OEMs (e.g. chip and display manufacturers) worldwide. Its revenue is split roughly

70/30 IC vs. FPD (FY2025) and mostly comes from Asia (Taiwan, China, Korea) with growing US exposure 3
1

Photronics’ recent performance (FY2025 ended Oct 31, 2025) was mixed: revenue modestly declined 2% to
$849.3M (from $866.9M 4 ), weighed by weaker mainstream IC/FPD demand, while high-end IC mask sales
grew. GAAP net income rose to $136.4M ($2.28 EPS) from $130.7M ($2.09) 5 ; (non-GAAP EPS was flat due
to a $16.8M tax benefit). The photomask cycle appears to be bottoming - Q4 FY2025 revenues ($215.8M)
were up sequentially, and Q1 FY2026 ($225.1M) saw 6% YoY growth 6 . Photronics is investing heavily in
capacity (Allen, TX expansion and Korea), supported by its fortress balance sheet: >$588M cash (end Q4)

7, essentially zero debt & , and strong cash flows (FY2025 operating cash $247.8M vs. capex $188.1M

9 ). Margins remain healthy (FY2025 gross ~35%, operating ~24% 10 ) and returns solid (ROE =11-12%,
ROA ~7-8%).

Key Catalysts: Al-driven and advanced-logic chip capex could boost demand for high-end masks; U.S.
semicon incentives (CHIPS Act) and re-shoring of critical supply chains may favor Photronics' new U.S.
capacity " 12, Customer optimism appears rising: Photronics’ management guided for sequential Q2
FY2026 growth, and analysts expect continued recovery (consensus “Strong Buy”, with price targets in the
low-$40's 13 ),

Risks: The photomask industry is highly cyclical (tied to semiconductor capex) and oligopolistic. A
downturn in chip/display spending, or excess inventory at foundries, could pressure sales and prices. Long
lead-times and concentration of key equipment/suppliers introduce supply-chain risks 14 . Foreign
exchange and geopolitical factors (e.g. U.S./China relations) add uncertainty. Customer concentration (large
fab companies) is modestly high. Photronics cites risks around supply-chain, materials shortages and
human-rights/sustainability issues in its filings 15, but no major ESG controversies are public. Governance
is stable; a CEO transition occurred in mid-2025 (CFO George Macricostas became CEO) "¢, which
management does not view as disruptive.

Valuation: PLAB trades around mid-teens P/E on trailing earnings (=16x GAAP EPS 17 ) and ~19x FY2026
estimates. Enterprise value/EBITDA is low (=6x based on $1.7B EV and ~$285M FY2025 EBITDA 17 18),
This is roughly in line with machinery/equipment peers. Photronics' net cash, high margins and growth
investments support a higher multiple than during the trough. At ~$34/share (Mar 2026) the market cap is
~$2.1B (=1.2x book), and analysts’ consensus target is ~$42-46 13 19 |

Recommendation: Photronics appears positioned for recovery with a robust balance sheet and secular
tailwinds (AI chips, U.S. fab growth). Key factors to monitor include semiconductor spending trends and
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execution of capacity expansions. Investors should weigh the cyclical downturn risk against potential multi-
year demand growth.

Chart: The timeline below highlights key corporate milestones (e.g. founding, recent CEO change).

timeline
1969 : Founded (Brookfield, CT) '
1987 : Went public (NASDAQ)
2014 : JV with Dai Nippon (Taiwan) expands capacity
2025 : CEO transition: G. Macricostas replaces Frank Lee 16

Company Overview & Business Model

Photronics is a pure-play photomask manufacturer. Photomasks (reticles) are lithography masters used
to print transistor patterns on silicon wafers or glass substrates. The company’s products include wafer-
scale IC masks and larger-format FPD masks, along with related services (mask inspection, repair, pellicles).
It operates a single reportable segment (“Mask Products”) 20 . All facilities are fully integrated fabs that
purchase raw quartz (or “blank”) materials and process them through multiple exposure and etch steps to
create the final photomask.

Photronics serves two main end-markets:

- Integrated Circuits (IC): Cutting-edge logic/DRAM chips require multiple “high-end” masks (<28 nm
nodes, EUV) as well as larger volumes of “mainstream” masks for older nodes. Photronics’ share of IC masks
has grown due to its focus on advanced lithography and a global footprint. IC masks are currently ~70% of
revenue (FY2025).

- Flat-Panel Displays (FPD): Photomasks for LCD/OLED display manufacturing (the TFT backplanes). These
tend to have longer cycle times and are dominated by large Asian panel makers. FPD masks were ~30% of
sales in FY2025 21 . Photronics supplies “high-generation” large-area masks (10.5G+, LTPS/Amoled) as well
as more mature LCD masks.

According to the 10-K, customers are predominantly major semiconductor and display manufacturers;
foundries and fabs often outsource mask production to merchant vendors like Photronics 2 . Historically, a
significant fraction of masks were made by captive in-house divisions of IDMs, but “merchant” suppliers
have gained share in recent years. The industry is geographically diverse: key customers include
chipmakers in Taiwan (TSMC), South Korea (Samsung, SK Hynix), the U.S. (Intel, Micron, Texas Instruments,
GlobalFoundries), and panel makers in China and Taiwan (e.g. BOE, Innolux). (Photronics does not disclose
individual customers, but no single customer exceeds 10% of revenue).

Geographic Footprint

Photronics' production and revenue are heavily Asia-centric. It operates 11 fabs: three in Taiwan, two in
China, one in South Korea, three in the U.S., and two in Europe ' . This footprint positions it close to the
world's largest chip and display manufacturers. (For example, 2024 revenue by geography was ~$316M
Taiwan, $245M China, $162M Korea, $129M U.S., $37M Europe 3 ). The company has been expanding its
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U.S. presence: a new fab in Allen, TX (for advanced 300 mm masks) is under construction and expected to
produce revenue by late FY2026 7 .

Products & Services

Photronics sells photomask sets (each mask is one layer of a chip/design) and related consumables: e.g.
pellicles (protective covers), reticle repair/replica, and mask data preparation. Its products range from
standard logic/dram masks to extreme-precision EUV masks. The 10-K classifies revenues by “high-
end” (cutting-edge nodes or large Gen 10+ FPD) vs “mainstream” photomasks. In FY2025, high-end IC masks
grew double digits, offsetting declines in mainstream segments 21 .

Recent Financial Performance

The table below summarizes Photronics’ recent results (last 4 quarters and FY2025 full-year):

Quarter/FY Q2 FY2025 Q3FY2025 Q4FY2025 Q1 FY2026 FY2025 (Oct 2025)
Revenue ($M) 211.0A 210.4 215.8A 225.1A 849.3V¥ 5
YoY A -3% -0.3% -3.1% +6.1% -2.0% 5
Gross Margin ~34% ~32% 35.0% 35.0% 35.3% 10
Op. Margin ~10% ~11% 24.1% 23.1% 24.5% 10
Net Income ($M) 89 22 229 61.8 23 429 136.4 5
EPS, diluted $0.15 22 $0.39 $1.07 23 $0.74 $2.28 5
Op. Cash Flow ($M) 31.5 22 50.1 87.8 24 97.3 2478 °
CapEx ($M) 60.5 22 24.8 67.5 47.6 188.1 9
Debt ($M) -(=$%$18) - - - $0.024 (negligible) 8
Cash+Invest ($M) 558.4 22 575.8 588.2 636.9 495.1 (year-end) 25

* Revenue: FY2025 sales of $849.3M were down 2% YoY 5 .IC photomasks totaled $615.1M (-4%), FPD
$234.2M (+2%) 21 . The 2025 shortfall was mainly in “mainstream” products, while high-end mask
demand grew. Quarterly revenue bottomed in Q3 then recovered: Q4 FY25 (+2.6% sequential) and
Q1 FY26 (+6% YoY) showed improvement.

* Profitability: Gross margin has held in the mid-30% range (35.3% in FY2025 vs 36.4% in FY2024 10 ).
Operating margin was ~25% for FY2025 10 . GAAP net income was $136.4M (FY2025) with $2.28/
share 5 , aided by a one-time tax benefit. (Non-GAAP earnings were slightly below the prior year).
Margins are in line with historical levels: FY2024 gross ~36.4%, operating ~25.6% 10 .

* Cash Flow & Balance Sheet: FY2025 operating cash flow was $247.8M vs capex $188.1M 9 , yielding
~$60M free cash flow. Photronics ended FY2025 with $492M cash plus $96M short-term investments
25, Total debt was essentially zero ($11K current, $13K LT 8 ). Quarterly cash flows improved: Q1
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FY2026 generated $97.3M (capex $47.6M). The high cash balance (~$495M year-end) and minimal
debt give Photronics a net cash position and flexibility.

* Key Ratios: Over the past three years, gross margin (FY2023: 37.7%; FY2024: 36.4%; FY2025: 35.3%)
and operating margin (28.4%, 25.5%, 24.5%) have been stable 10 . Return on equity (ROE) is roughly
12% (e.g. FY2025 ROE = 130/1,121 =11.6%). Return on assets (ROA) is ~7-8%. Photronics’ current
ratio is very strong (=4.6x) and debt/EBITDA negligible (virtually 0 debt) 8 , reflecting its cash-rich,
low-leverage balance sheet.

flowchart LR
A[Photomask Designs (IC/FPD)] --> B[Photronics Mask Fab]
B --> C[Finished Photomasks]
C --> D[Chip/Display Fabrication]
subgraph "Photronics Milestones™
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M1[1969: Founded (CT)]:::event
M2[1987: IPO (NASDAQ)]:::event
M3[2025: CEO transition]:::event
end
classDef event fill:#f96,stroke:#333,color:#000;

Figure: Photronics’ business flow (left) and selected corporate milestones (right). (Sources: company filings
116

Industry & Competitive Landscape

The photomask market is a small, specialized industry dominated by a few players. Photronics is one of the
largest merchant mask suppliers, alongside Japan's Dai Nippon Printing (DNP)/Toppan and niche firms like
Compugraphics. Semiconductor IDMs (e.g. Intel, Samsung) historically had captive mask shops, but many
now outsource to merchants. According to industry sources, “Photronics, Toppan, and DNP collectively
command significant market share” in advanced masks 26 . Emerging threats include foundries (e.g. SMIC)
expanding in-house mask capability and consolidations. Photronics differentiates with its global footprint
and experience in extreme photolithography (EUV-capable masks). Its peer group in capital equipment
would include lithography hardware makers (ASML, Nikon) or wafer-processing equipment (Lam Research,
KLA), but Photronics' financials (mid-teens P/E, ~6x EV/EBITDA) are roughly comparable to such precision-
equipment companies 17 18 |

Catalysts and Risks

* Cyclical Recovery (Catalyst): The semiconductor capex cycle appears to be troughing. Recent
quarters (Q4 FY25, Q1 FY26) beat expectations, driven by high-end IC mask demand and improved
forecasts from major chipmakers 27 . Photronics’ management expects broadening demand into
FY2026 (Al chips, 5G, edge computing) 28 29 . Analyst commentary highlights a “recovery” in
photomasks anticipated in late 2025/early 2026 29 .
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+ U.S. and Asian Expansion (Catalyst): Heavy investment in new capacity can drive future growth.
Photronics is building a new U.S. fab (Allen, TX) and expanding Korean capacity 1 . These projects,
partly funded by U.S. incentives, could secure more business with domestic fabs and diversify its
customer mix. Photronics' strong balance sheet (no debt, large cash reserves) allows it to fund this
capex (~$330M guided in FY2026) without financial strain 11 .

* Advanced Technology (Catalyst): Photronics is investing in cutting-edge mask tech (e.g. EUV),
which is a high-growth niche. Its involvement in “both traditional and emerging markets” 30
positions it for megatrends like Al accelerators and IoT, which require advanced photomasks.

* Cyclical Downturn (Risk): The reverse is also true - a prolonged semiconductor downturn or
inventory overhang could cut mask demand sharply. Photonics have long lead times (equipment
delivery >12 months 14 ), so sudden industry swings can create volatility. End-user concentration
(few large fabs) adds to earnings risk if one major customer cuts orders.

+ Supply Chain and Geopolitical (Risks): Photronics depends on precision equipment and materials
(quartz substrates, EUV machinery) from a few suppliers. Delays or trade restrictions could disrupt
production 14 . It also has substantial manufacturing in China and Taiwan; geopolitical tensions or
tariffs could impact operations. Currency fluctuations (USD vs. CNY/TWD/EUR) also affect results (e.g.
FX gains/losses have been material in past financials).

« Customer & Pricing Pressure: The company notes competitive pricing pressure from both captive
and merchant mask makers 1 . Customers (especially large IDM/fab clients) have bargaining power
to demand lower prices or higher quality. In summary, Photronics’ fortunes closely track the capital
spending of the semiconductor and display industries.

Valuation & Analyst Consensus

Photronics trades at ~16x trailing EPS and ~18-19x forward EPS 17 . With net cash of ~$595M (ex-JV) and
EBITDA around $286M (FY2025), its EV/EBITDA is ~6x 17 . By comparison, semiconductor equipment peers
(LAMR, KLAC, ASML) trade in the mid-teens P/E and 8-12x EV/EBITDA. Photronics’ valuation appears fair-to-
cheap given its high margins and growth outlook.

Analysts are overwhelmingly positive: nearly all publish a “Buy/Strong Buy” rating with 12-18 month
targets in the low-$40s 13 19 (implying ~20-30% upside). For example, one recent analyst gave a $42
target (=19% above current) and a Strong Buy recommendation 13 . The consensus price target (per data
services) is ~$43-44 19 . These targets imply ~17-20x forward EPS, reflecting expectations of profit growth
in 2026-27.

Peer Comparison (P/E, EV/EBITDA): Photronics’ trailing P/E (~16x) is similar to Applied Materials and KLA
(~15-18x). Its EV/EBITDA (~6%) is below ASML's (~10x) and Lam'’s (~8-9x), reflecting Photronics’ lower growth.
(HOYA, a diversified optics/semiconductor company, trades much higher P/E, but it has a broader portfolio.)
The stock’s 52-week high/low (~$45/$16) reflects its volatility through the semiconductor cycle.
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Environmental, Social, Governance (ESG)

Photronics has not reported any material environmental or governance controversies. Its U.S. operations
are subject to standard environmental regulations (air, water emissions) but its filings note ongoing
compliance with such rules. The company highlights “supply chain, human rights, and social responsibility”
as areas of stakeholder focus 15, suggesting it monitors ESG factors (e.g. labor and sourcing practices) in
its global operations. Notably, Photronics’ manufacturing is high-tech and relatively clean (mask fabs have
fewer pollutants than many industries). On governance, the board and management appear stable; the only
recent change was the 2025 CEO transition 6 . There are no outstanding governance issues or related-
party transactions of concern disclosed.

Sources: Photronics’ official filings (FY2024/25 10-K, 10-Q), earnings releases 5 , and analyst commentary

13 were used. Financials are drawn from the company’s Consolidated Statements 31 32 and market data
(Finviz/TradingView). All figures and ratios are calculated from cited sources. Missing data (e.g. Q1 FY2025) is
noted where available.

14 Photronics Inc (PLAB) 10-K Annual Report December 2024
https://last10k.com/sec-filings/plab/0001140361-24-049881.htm

2 3 14 15 20 30 31 Sec.gov
https://www.sec.gov/Archives/edgar/data/810136/000114036124049881/ef20035608_10k.htm

5 6 8 9 10 21 23 25 32 Photronics Inc (PLAB) 10-K Annual Report December 2025
https://last10k.com/sec-filings/plab/0001140361-25-045801.htm

7 11 12 13 1727 28 29 Photronics earnings in focus as photomask recovery takes shape By
Investing.com
https://www.investing.com/news/earnings/photronics-earnings-in-focus-as-photomask-recovery-takes-shape-93CH-4521893

16 22 Photronics Reports Second Quarter Fiscal 2025 Results and
https://www.globenewswire.com/news-release/2025/05/28/3089308/0/en/Photronics-Reports-Second-Quarter-Fiscal-2025-
Results-and-Announces-CEO-Transition.html

18 PLAB - Photronics, Inc Stock Price and Quote
https://finviz.com/quote.ashx?t=PLAB&ta=1&p=d

19 Photronics (PLAB) Stock Forecast: Analyst Ratings, Predictions & Price Target 2026
https://public.com/stocks/plab/forecast-price-target

24 Photronics Reports Full Year and Fourth Quarter Fiscal 2025
https://www.globenewswire.com/news-release/2025/12/10/3203040/0/en/Photronics-Reports-Full-Year-and-Fourth-Quarter-
Fiscal-2025-Results.html

26 MEMS Photomask Market Outlook 2026-2034

https://www.intelmarketresearch.com/mems-photomask-market-36751
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