
C I O  I N S I G H T S  ·  MARK E T  V I EWS

J U LY  2 0 2 6

C I O  I N S I G H T S  ·  M A R K E T  V I E W S

It Must Have

Been Love…
The Break-Up That Wasn’t

(with apologies to Roxette, 1990 – the tape says it’s over; the fundamentals never signed off)

A U T H O R

Sunil Garg

Managing Director & Chief Investment Officer L IGHTHOUSE -CANTON .COM



I T  MUST  HAVE  BEEN  LOVE…  ·  C IO  INS IGHTS

The Setup. Memory chip earnings have been the cleanest beat-and-raise story in tech all year. Memory

chip stocks have just handed back a third or more of their 2026 gains in a matter of weeks. It must have

been love – except only one side seems to think it’s over. One of those two things is wrong. We don’t think it’s

the earnings.

Micron, SanDisk, Western Digital and SK Hynix spent the first half of 2026 delivering one of the great capital-goods stories

of this cycle – triple-digit revenue growth, guidance raised into every print, and management teams openly saying the tight-

ness in DRAM, NAND and high-bandwidth memory (HBM) persists into 2027 and beyond. The stocks did what stocks do

when a structural story turns undeniable: they went vertical. Micron, SanDisk and Western Digital were each up well over

100% at the highs.

Then, starting in late June, the story didn’t change, but the stocks did an about-face. A basket that was the market’s best-

performing trade of the year is now sitting in its own bear market, with semiconductor names collectively shedding a very

large chunk of market value in a handful of trading sessions. No profit warning triggered it. No demand data turned. If any-

thing, the fundamental prints since the selloff started have kept beating.

That is the dichotomy – the fundamental story hasn’t gone anywhere. The price has.

THE  BIAS ,  UPFRONT

We are not chasing the reversal, and we are not fighting it either. When a structurally sound growth story sells off this hard

without a change in the facts, the mistake is usually trying to time the exact bottom with fresh capital. The better trade is to

get paid while you wait for your price. And right now, the market is paying generously for that patience.

Sharp, fast drawdowns in stocks that were recently the market’s biggest winners do one very reliable thing: they blow out

implied volatility. Single-name option premiums across the memory complex have moved well beyond what the broad-mar-

ket VIX would suggest. This is an idiosyncratic panic, not a macro one, and idiosyncratic panics are exactly where selling

volatility earns its place. The opportunity isn’t predicting where memory stocks bottom. It’s getting paid, richly, to set the

price at which you’re happy to own more of a story you already believe in.

The story and the stock will fall back in love eventually, they usually do, once a crowded trade finishes clearing out. Until

then, the honest position isn’t to guess the exact day it happens. It’s to sell the elevated fear, set the price you’re happy to

buy at, and let the market pay you for your conviction while you wait.

THE  STORY  –  FUNDAMENTALS

Still intact.

Beat-and-raise quarters across the memory complex,

AI/HBM demand tight into 2027, and forward multiples that

look more cyclical-trough than cyclical-peak.

THE  STOCKS  –  PR ICE  ACT ION

In a breakup.

The memory basket is down sharply from its June highs

and, by some measures, in its own bear market – even as

the underlying numbers kept improving.

MICRON  Q3  REV .

+346% YoY

beat & raised into Q4

MICRON  FWD  P /E

mid-single to low-double
digits
vs. S&P ~21x

MEMORY  BASKET

down sharply off June
highs
bear-market territory by some measures

SEMIS  MKT  CAP  LOST

into the trillions

since late-June peak

SINGLE -NAME  IV

spiked well above broad
VIX
idiosyncratic, not macro

SELL-SIDE  SPL IT

target raises vs. downside
calls
same week, same stocks
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CONFIRMATION  SIGNALS  – THE  STORY  KEEPS  WINNING

DENIAL  SIGNALS  – WORTH  REASSESSING

WHAT  THE  STORY  IS  ACTUALLY  SAYING

Strip out the price action and the memory complex has just posted some of the cleanest quarters in tech. Micron’s most re-

cent quarter grew revenue at a triple-digit clip year on year, beat consensus EPS comfortably, and guided the next quarter

higher again, with management explicitly framing the current tightness in DRAM and NAND as a multi-year, not multi-

quarter, phenomenon. SanDisk and Western Digital both reported similarly strong prints. None of the three has walked

back guidance.

HBM is the sharpest version of this story. Micron has said its HBM output is essentially sold out into 2027, with roughly

$100bn of locked-in future revenue against that backlog. SK Hynix, which reports this morning, has built a commanding

share of the HBM market on the back of its early lead with Nvidia’s accelerator platforms. If there is a genuine swing factor

for the group, it isn’t demand, it’s HBM4 pricing, the next-generation standard now ramping, and whether the current pre-

mium economics hold as more supply comes online.

Valuation tells the same story from a different angle. Even after this year’s run, Micron trades on a forward earnings multiple

below the broad market – a stock growing revenue at triple-digit rates priced like a cyclical trough, not a cyclical peak. That

gap between growth and multiple is unusual, and it is the clearest sign that this is a positioning and sentiment story, not a

fundamental one.
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SK Hynix’s print and forward commentary reaffirm HBM/DRAM tightness rather than flag any early softening.

HBM4 pricing holds as the standard ramps, rather than eroding as new capacity comes online.

Hyper-scaler capex commentary continues to lean into AI memory demand rather than away from it.

The Chinese DRAM entrant’s listing lands without evidence of near-term pricing disruption.

Implied vol normalises from spiked levels – the clearest sign the panic phase is behind the move.

Management teams at Micron, SanDisk or Western Digital walk back tightness commentary in a future print.

HBM4 pricing cracks meaningfully as Samsung/SK Hynix capacity lands, rather than holding at current premium levels.

Evidence emerges of actual channel destocking or order cancellations, not just sentiment.

New supply (domestic or Chinese) starts showing up in pricing data, not just in competitor headlines.
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MEMORY  COMPLEX  – LATEST  QUARTER  SNAPSHOT

Source: Company Reports

WHY  THE  HEART  WALKED  OUT  ANYWAY

A few things came together at once, and none of them individually explain the scale of the drawdown.

None of this is a demand story breaking. It’s a crowded, high-multiple trade meeting a wall of nervous hands right as a hand-

ful of uncertain catalysts line up together. That combination produces exactly this kind of overshoot.
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Positioning unwind – after gains of this size in this short a window, some amount of profit-taking and risk-rebalancing was in-

evitable. The bigger the run, the harder the snapback when sentiment turns.

A new competitive scare – a large Chinese DRAM entrant (CXMT) moving toward a multi-billion-dollar listing has revived the

market’s oldest memory-sector fear – oversupply – well before there’s any evidence it changes near-term HBM or DRAM pric-

ing power.

A split sell-side view – Morningstar’s director of research, Lorraine Tan, warned on Bloomberg TV that AI-linked names, mem-

ory chief among them, could give back 20-30% before becoming buyable again, pointing to fresh Samsung/SK Hynix supply

and HBM4 pricing as the swing factor. Bank of America, in the same window, raised its SanDisk price target to $2,500 (Buy);

and Morgan Stanley’s Joseph Moore went further, calling the pullback a “compelling entry point” and arguing the selloff was

driven by soft PC/smartphone demand signals bleeding into sentiment, not any break in AI/HBM demand. Same stocks, same

week, opposite conclusions.

Event risk clustering – SK Hynix’s print and the next round of hyper-scaler capex commentary land in quick succession, and

the market has chosen to de-risk ahead of the news rather than trade through it.
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MICRON  IMPLIED  VOL

Source: MarketChameleon.Com

THE  TRADE :  SELL ING  THE  FEAR ,  NOT  F IGHTING  I T

If the view is that the story is intact and the stocks have overcorrected, there are two ways to express it. Buying the dip out-

right says you know today is close to the bottom. Selling volatility says something more honest – you don’t know exactly

where the bottom is, but you’re happy to own more at a lower price than today’s – and you’d like to get paid while that price

finds you.

WHAT  THAT  LOOKS  LIKE  IN  PRACTICE

The common thread: every one of these structures uses the market’s fear, expressed as elevated implied volatility, as

the source of return, rather than treating it purely as a risk to be hedged away. The heart panicked. The head is selling

it insurance.
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Cash-secured or margin-backed put-selling at strikes meaningfully below current levels (or closer ATM for more aggressive,

bullish views) – levels you’d genuinely want to add at, collecting premium that is currently rich precisely because implied vol

has spiked.

Put spreads for a defined-risk version of the same view, sacrificing some premium for a capped downside if the drawdown

extends.

For existing holders, covered calls or call spreads above the market to monetise the elevated premium on the way back up,

without giving up the core position.
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I M P O R TAN T  I N F O RMAT I O N

Disclaimer

CON F I D E N T I A L I T Y

The contents of this document are confidential and are meant for the in-

tended recipient only. If you are not the intended recipient, please delete

all copies of this document and notify the sender immediately.

G E N E R A L  COMMEN TA RY

This document, provided as a general commentary, is for informational

purposes only and is not to be construed as an offer to sell or solicit an of-

fer to buy any financial instruments in any jurisdiction. This does not con-

stitute any form of regulated financial advice, and your independent finan-

cial advisor should be consulted prior to taking any investment decision(s).

This document is based on information from sources which are reliable but

has not been independently verified by Lighthouse Canton Pte. Ltd. and its

affiliates (“LC”). LC has taken reasonable steps to verify the contents of

this document and accepts no liability for any loss arising from the use of

any information contained herein. Please also note that past performances

are not indicative of future performance. Information contained herein are

those of the author(s) and does not represent the views held by other par-

ties. LC is also under no obligation to update you on any changes made to

this document.

R E G U L AT I O N

This document is prepared by Lighthouse Canton Pte. Ltd. and its affiliate,

Lighthouse Canton Capital (DIFC) Pte. Ltd., which are regulated by

Monetary Authority of Singapore (“MAS”) and Dubai Financial Services

Authority (“DFSA”) respectively. MAS and DFSA have no responsibility for

reviewing, verifying and approving the contents of this document and/or

other associated documents. The contents of this document may not be

reproduced or referenced, either in part or in full, without prior written

permission from LC.
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