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The US-based company NVIDIA was originally known as a manufacturer of graphics chips or Graphics Processing
Units (GPUs). GPUs are a particular type of chip that performs a limited set of instructions at high speed and in
high volume, ideal for iterative and repetitive functions such as the graphical or visual part of a computer. For the
average user, it can be said that more than 90% of the processing power of a computer, laptop or cell phone is
consumed by the graphical user interface (videos, streaming, video games, etc.).

The boom in the cryptocurrency market brought broad benefits to NVIDIA. The great relative advantage of GPUs in
performing iterative and repetitive calculations was ideal for mining Bitcoins and other crypto assets. With the
increase in the prices of these virtual assets, the demand for GPUs grew rapidly.

But destiny still had the best in store for NVIDIA: an insatiable demand for GPUs to feed the growing Artificial
Intelligence industry. In less than five years, its shares increased by more than 2,000%. Today, it has a market
capitalization of nearly $3 trillion, placing it as the third most valuable company in the world, behind only Apple and
Microsoft. But NVIDIA is only the architect and does not produce the chips.

Taiwan Semiconductor Manufacturing Company (TSMC) is the company that makes NVIDIA's most powerful chips
(and Apple's M3 chips) and is the world's leading manufacturer of all types of chips. From the beginning, it realized
the importance of chips for modern life, but it could not compete with the big, established brands. Thus, it decided
to opt for a business model consisting of subleasing its facilities to small and large chip companies. Over the
decades, this maquiladora company has managed to accumulate installed capacity and technology far superior to
other chip producers. Taiwan has a very important geopolitical position that strains relations between the United
States and China, not only as a political counterweight in the region, but because of its importance in the world
production of semiconductors. But TSMC does not manufacture the most advanced machines to print chips, it buys
them.

Little known, Netherlands-based Advanced Semiconductor Materials Lithography (ASML) is one of the world’s
leading manufacturers of photolithography machines and is currently the only one with extreme ultraviolet (EUV)
technology used to manufacture chips for the Al market, as it allows for smaller patterns to be made on silicon
wafers. Each EUV machine costs between $150 million and $300 million and is the size of a trailer.

Today, NVIDIA, TSMC, and ASML are the divine trinity of the chip industry. In the trade war between the United
States and China for global economic supremacy, the technological battle over chips is probably the most hotly
contested front. Those who control the most powerful, smallest, and most value-added chips will have economic,
political, and military hegemony in the 21st century. The United States has imposed regulations and exerted
political pressure to prevent China from acquiring cutting-edge products from these three companies; however, it is
probably only a matter of time before the Asian dragon matches or surpasses this technology. Who will win the chip
battle?
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DISCLAIMER

The present document does not constitute an “Investment Recommendation”, as defined in Regulation (EU) No 596/2014 of the
European Parliament and of the Council of 16 April 2014 on market abuse (“MAR”). In particular, this document does not
constitute “Investment Research” nor “Marketing Material”, for the purposes of article 36 of the Regulation (EU) 2017/565 of 25
April 2016 supplementing Directive 2014/65/EU of the European Parliament and of the Council as regards organisational
requirements and operating conditions for investment firms and defined terms for the purposes of that Directive (MIFID II).

Readers should be aware that under no circumstances should they base their investment decisions on the information
contained in this document. Those persons or entities offering investment products to these potential investors are legally
required to provide the information needed for them to take an appropriate investment decision.

This document has been prepared by BBVA Research Department. It is provided for information purposes only and expresses
data or opinions regarding the date of issue of the report, prepared by BBVA or obtained from or based on sources we consider
to be reliable, and have not been independently verified by BBVA. Therefore, BBVA offers no warranty, either express or
implicit, regarding its accuracy, integrity or correctness.

This document and its contents are subject to changes without prior notice depending on variables such as the economic
context or market fluctuations. BBVA is not responsible for updating these contents or for giving notice of such changes.

BBVA accepts no liability for any loss, direct or indirect, that may result from the use of this document or its contents.

This document and its contents do not constitute an offer, invitation or solicitation to purchase, divest or enter into any interest in
financial assets or instruments. Neither shall this document nor its contents form the basis of any contract, commitment or
decision of any kind.

The content of this document is protected by intellectual property laws. Reproduction, transformation, distribution, public
communication, making available, extraction, reuse, forwarding or use of any nature by any means or process is prohibited,
except in cases where it is legally permitted or expressly authorised by BBVA on its website www.bbvaresearch.com.
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