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CONTEXT

AMD announced its strategic acquisition of ZT Systems, a specialty provider of
Al and general-purpose compute infrastructure for major hyperscale
companies, in a deal valued at $4.9 billion. The acquisition aligns with AMD's Al
strategy to enhance its capabilities in Al training and inferencing solutions for
data centers.

THE DEAL

AMD'’s acquisition of ZT Systems includes ZT Systems' world-class design and
customer enablement teams, which will bolster AMD's ability to deliver end-
to-end Al systems. However, AMD plans to seek a strategic partner to acquire
ZT Systems' manufacturing business.

ZT Systems' expertise will complement AMD's existing silicon and software
offerings, allowing AMD to provide optimized Al infrastructure solutions at
scale and appealing to enterprises seeking alternatives to NVIDIA.

The transaction is expected to be accretive on a non-CAAP basis by the end of
2025 and, pending regulatory approval, will close in the first half of 2025.

STRATEGIC RATIONALE

1. Enhancing Al Infrastructure Capabilities:

o System Design Expertise: ZT Systems brings deep expertise in system
design and rack-scale solutions, which are critical for deploying Al
infrastructure at scale. By acquiring ZT Systems, AMD gains access to
1,J00 system engineers with extensive experience in building and
optimizing high-performance Al systems.
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Complementing Existing Offerings: ZT Systems' capabilities
complement AMD's existing strengths in CPUs and GPUs, enabling the
company to offer end-to-end Al solutions that include silicon and the
systems architecture necessary to support complex Al workloads.

2. Competing More Effectively with Nvidia:

Broadening Product Portfolio: The acquisition allows AMD to expand
its product offerings to include complete Al infrastructure solutions,
positioning it as a strong alternative to Nvidia's proprietary Al systems.
This move will likely appeal to enterprises and hyperscalers seeking more
flexible and customizable solutions.

Maintaining an Open Ecosystem: This acquisition reinforces AMD's
commitment to open ecosystems and customer choice, allowing it to
differentiate itself from Nvidia's more closed and proprietary approach.

3. Accelerating Innovation and Time-to-Market:

Boosting Engineering Capabilities: The addition of ZT Systems'
engineering talent significantly increases AMD'’s capacity to innovate
and bring new Al systems to market faster. This is crucial in a rapidly
evolving Al landscape where speed and adaptability are key competitive
advantages.

4. Expanding Access to Key Customers:

Hyperscaler Relationships: ZT Systems has long-standing relationships
with major hyperscalers, giving AMD direct access to some of the largest
consumers of Al infrastructure. This enhances AMD’s market reach and
strengthens its position in the Al ecosystem.

5. Strategic Focus on Core Competencies:

Avoiding Manufacturing: AMD plans to spin off ZT Systems'
manufacturing operations, indicating that it is focused on leveraging
ZT's design and engineering capabilities rather than entering the server
manufacturing business. This move helps AMD avoid direct competition
with its OEM and ODM partners, maintaining strong relationships within
its ecosystem.

FINANCIAL AND OPERATIONAL IMPACT

1. Deal Structure and Financial Outlook:
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e The $4.9 billion transaction combines cash and stock, including a
contingent payment based on post-closing milestones. AMD expects the
acquisition to be accretive on a non-GAAP basis by the end of 2025,
reflecting confidence in the deal's long-term value.

2. Integration and Management:

e Post-acquisition, ZT Systems will be integrated into AMD's Data Center
Solutions Business Group. Frank Zhang, ZT Systems' CEO, will continue
to lead the manufacturing business, while Doug Huang, ZT Systems'
President, will oversee the combined engineering teams. This structure
ensures continuity and leverages ZT Systems' strengths within AMD's
broader strategy.

MARKET AND INDUSTRY IMPLICATIONS

1. Shifting Competitive Dynamics:

e« The acquisition significantly alters the competitive landscape in the Al
infrastructure market, positioning AMD as a stronger competitor to
Nvidia. AMD’s ability to offer comprehensive, scalable Al infrastructure
solutions could attract new customers and shift market share.

2. Potential Challenges:

e Successful integration of ZT Systems will be critical. AMD must balance
leveraging ZT's expertise with maintaining its relationships with OEMs
and ODMs to ensure it can deliver on its promise of open and flexible Al
solutions.

3. Long-Term Strategic Positioning:

e This acquisition is part of AMD's broader strategy to become a market
leader in Al and data centers. By enhancing its capabilities across the Al
infrastructure stack, AMD is positioning itself for sustained growth in a
market that is expected to expand rapidly in the coming years.

BACKGROUND: WHO IS ZT SYSTEMS?

ZT Systems is a specialized provider of high-performance computing
infrastructure, primarily serving hyperscale cloud computing companies.
Founded in 1994, the company originally focused on manufacturing PCs and
servers for the SMB market. Over time, ZT Systems pivoted to providing high-
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performance servers tailored for the financial services industry, especially
during the high-frequency trading (HFT) boom.

By 2010, ZT Systems had expanded into delivering rack-scale infrastructure,
and by 2013, it secured its first hyperscale and cloud builder customers. Today,
ZT Systems is a major, though relatively low-profile, player in the data center
industry, generating $10 billion in revenue by supplying infrastructure to some
of the world's largest cloud providers.

Most of ZT's revenue comes from a small number of hyperscaler clients,
making it a key supplier of Al compute and storage infrastructure.

Under the leadership of founder and CEO Frank Zhang, ZT Systems has built a
strong reputation for its ability to deliver tailored infrastructure solutions that
meet the complex needs of large-scale cloud environments. This expertise
made ZT Systems an attractive acquisition target for AMD, which seeks to
enhance its Al infrastructure capabilities.

ANALYSIS

The acquisition underscores AMD's need to boost its systems architecture and
engineering expertise to stay competitive in the rapidly advancing Al market.
AMD gains 1,100 experienced system engineers from ZT Systems. These
engineers will play a crucial role in the early stages of silicon development,
ensuring AMD's ability to deliver open, scalable, and high-quality Al
infrastructure solutions.

Acquiring ZT systems positions AMD to better compete with NVIDIA by
enhancing its ability to deliver complete Al infrastructure solutions. However,
it will not enter the direct system manufacturing and sales business. The deal
also highlights AMD's strategic emphasis on time-to-market and the
importance of integrating CPUs, GPUs, networking stacks, and system boards
into validated, scalable designs.

AMD's acquisition of ZT Systems is pivotal in the company's Al strategy. By
integrating ZT Systems' extensive experience and capabilities, AMD is
positioning itself as a more formidable competitor in the Al infrastructure
market.

AMD's strategic move reflects the company’s broader ambition to capitalize on
the growing demand for Al solutions and to offer an attractive alternative to
NVIDIA in the data center space.
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Ultimately, the acquisition of ZT Systems strengthens AMD's design and
engineering capabilities to meet the growing demands of Al infrastructure,
positioning the company for success in a highly competitive market.
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