
B4 | Wednesday, October 16, 2024 * * * * * THE WALL STREET JOURNAL.

BY DOMINIC CHOPPING

Ericsson Sales Rise in North America
Shares soar as the 
company says it 
expects its market 
to stabilize soon 

An Ericsson networking 
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Activist investor Palliser
Capital has built a stake in the
holding company of highflying
artificial-intelligence chip
maker SK Hynix and is push-
ing for changes to boost its
share value, according to peo-
ple familiar with the matter.

Palliser, a hedge-fund firm
based in London, owns more
than 1% of SK Square, the
people said, having built a po-
sition in the South Korean in-
vestment company over the
past two years. That makes
Palliser among the company’s
top 10 shareholders. The com-
pany’s market capitalization is
around $8.5 billion.

SK Square is an arm of the
sprawling conglomerate SK
Group, which is chaired by
Chey Tae-won, one of South
Korea’s richest men. Inside it
lies a crown jewel, a roughly
20% stake in SK Hynix which
is worth even more than SK
Square itself. The chip maker
has become a key supplier of
semiconductors used in AI. 

SK Hynix dominates in the
“high-bandwidth memory”
market, and the company sup-
plies chips to Nvidia’s most-ad-
vanced graphic-processor
units. The two types of chips
get bundled together to enable
the faster speeds needed for
generative AI.

SK Square is SK Hynix’s
largest shareholder, which has
helped pull the investment 
arm’s shares up 64% this year.

Even so, the company trades
at a yawning discount to the 
value of its underlying hold-
ings, especially its stake in SK 
Hynix, which is worth around 
$20 billion, more than twice 
the market value of SK Square.

Palliser has had discus-
sions with SK Square about
accelerating the company’s
share buyback program. 

BY CAITLIN MCCABE

Chip Maker 
Parent 
Draws Eye 
Of Activist

ASML Holding warned of a
slower-than-expected recovery
for some areas of the semi-
conductor industry after or-
ders came in below analysts’
expectations as chip makers
held back spending on key
production equipment.

The Dutch company, which
supplies semiconductor-mak-
ing machinery to chip makers,
booked €2.63 billion, or
roughly $2.87 billion, in orders
in the third quarter, up from
€2.60 billion a year earlier but
well below analysts’ forecast

of €5.59 billion, according to
consensus estimates by Visible
Alpha.

“While there continue to be
strong developments and up-
side potential in AI, other mar-
ket segments are taking longer
to recover,” Chief Executive 
Christophe Fouquet said. “It 
now appears the recovery is 
more gradual than previously 
expected. This is expected to 
continue in 2025, which is lead-
ing to customer cautiousness.”

The company expects be-
tween €30 billion and €35 bil-
lion in sales next year, below a
previous forecast of up to €40

billion.
Chip makers need highly

complex production equipment
as they race to build more ad-
vanced semiconductors to
power artificial-intelligence
features in everything from
smartphones and laptops to
data centers, putting suppliers
like ASML at the forefront of
the AI-spending bonanza.

Taiwan Semiconductor
Manufacturing Co., the
world’s largest contract chip
maker, and South Korean
memory-chip maker Samsung
Electronics are among ASML’s
largest clients. The two com-

panies face added pressure
from their customers to churn
out more capable chips that
tech giants like Microsoft and
Google owner Alphabet need
to upgrade their data centers.

But while demand for AI
semiconductors keeps booming,
chip makers are still confront-
ing an inventory glut as makers
of consumer devices, electric 
vehicles and industrial equip-
ment stockpiled the chips they
needed years back and aren’t 
placing as many orders now.

ASML’s announcement
came a day earlier than its
scheduled release because of a
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Ericsson said it sees signs
of market stabilization as cus-
tomer spending accelerates in
North America.

The Swedish telecommuni-
cations-equipment company
said Tuesday that its key net-
works unit recorded an 80%
surge in North America sales
in the third quarter after win-
ning contracts and as some
large customers made selec-
tive network investments.

Ericsson’s American depos-
itary receipts soared 13% in
Tuesday’s trading.

Overall network sales
slipped 4% in the quarter
though following a sharp de-
cline across Southeast Asia,
Oceania and India.

Network vendors such as
Ericsson enjoyed early success
with new 5G networks as op-
erators in North America
rushed to be the first to roll
out the latest technology. As
the first phase of network de-
ployments began to dry up in

the region, India began a rapid
phase of 5G network up-
grades, which helped support
sales despite being a lower-
margin market.

Deployments in India have
now normalized after peaking
in 2023, but investments in
North America are returning,
providing a boost to the com-
pany’s margins as work in the
region is more profitable.

“We expect our networks

sales to stabilize year-on-year
during the fourth quarter,
driven by continued good
growth in North America,”
Chief Executive Borje Ekholm
said.

Sales also are beginning to
benefit from last year’s major
network contract win from
AT&T that is worth up to $14
billion, with deployments as
part of that contract starting
to accelerate, which is helping

to boost Ericsson’s sales in
North America.

The company reported an
adjusted gross margin in the
networks unit of 48.7%, above
guidance of 45% to 47%, aided
by an improved business mix,
new patent licensing deals
that includes a recent contract
with Chinese consumer-elec-
tronics manufacturer Oppo,
and cost cutting. It expects to
report a margin of between

47% and 49% in the fourth
quarter.

Fourth-quarter network
sales are expected to grow at
a slower pace than is usual for
the time of year and analysts
at JPMorgan said in a note to
clients that sales estimates
will probably need to fall by
1% to 2% as a result.

Despite this, the third-quar-
ter performance was good,
and with the company’s new
networks gross margin guid-
ance landing above the 46%
many had expected, JPMorgan
thinks analysts will need to
lift their earnings expecta-
tions for this year as a whole
by over 10%.

Net profit attributable to
shareholders in the quarter
was 3.81 billion Swedish kro-
nor, or about $365.3 million,
compared with a loss of 30.67
billion kronor in the same pe-
riod a year earlier, as sales fell
4.2% to 61.79 billion kronor.

Analysts polled by FactSet
had expected a net profit at-
tributable to shareholders of
3.15 billion kronor on sales of
61.61 billion kronor.

Last year’s net loss was a
result of an impairment
charge of 32 billion kronor
tied to its Vonage cloud-com-
munications subsidiary.

ASML Expects Slower Semiconductor Recovery
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technical error, it said. ASML’s
comments weighed on global
chip stocks including Nvidia
and Intel. ASML’s shares in
Amsterdam closed more than
15% lower on Tuesday.

The company said €1.4 bil-
lion in orders were for its
high-end extreme ultraviolet
tools that are used to print
the most-intricate layers on
chips used in the latest gam-
ing consoles, smartwatches
and phones. Analysts forecast
€2.82 billion in EUV orders.
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Who’s Who of Distinguished Leaders: 2024 Honorees
Since 1898, Marquis Who’s Who has remained the
standard for reliable and comprehensive biographical
reference material. We are proud to highlight hand-selected
listees who have been recognized as Distinguished Leaders
in their fields of endeavor.
Of 1.6 million listees, only a small percentage is recognized
with the Distinguished Leaders honor. We laud these
individuals for their ambition, professional fortitude, industry
contributions, and career accomplishments.
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J. Scott Andrews
Principal
Melvin Mark Companies

Lindsay E. Coulter
Co-Founder, Owner
Ion Medical Designs, LLC

Marissa Willow du Bois
Staff Graphics Engineer
Intel Corporation

DW Duke
Attorney
Law Office of DW Duke

Larissa Duron
Founder, CEO
Duron Industries, LLC

Evangeline Giron, MSFS, EA
Founder, Principal Consultant
Evangeline Giron, Inc.

Judy R. Hensley, RN
Cancer Support Group
San Mateo Pri. Care, UCSF H.

Walter Lee Hinton II
Military Technician
Washington Air Nat. Guard

Serge Lidin
Sr. Software Design Engineer
Microsoft

Deni Luna, MA
Dir., Resource & Media Mgmt.
Linked: Seattle

Howard Walter Mielke,PhD
Adjunct Research Prof. (Ret.)
Tulane Univ. School of Med.

Robert Shannon Noland
Grant Manager
U.S. D. Housing/Urban Devel.

Crystal C. Rivers
Owner, CEO
Crystal Elegance

Joshua Schmitt
Owner
Big Pine Construction

John A. Shanahan
Founder, Editor
All About Energy

Nathaniel “Nat” Trives
Prof. Emeritus, Crim. Just.
Cal. State University, LA
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