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Safe Harbor Statement

This presentation contains forward-looking information about the
Companyôsbusiness and financial outlook. Forward-looking information
addresses matters that are subject to risks and uncertainties. In
addition to the risks associated with developing complex technology,
the Companyôsfuture results will depend on a variety of factors,
including the cancellation or modification of major contracts; the timing
of significant orders; the cancellation of orders and returns of product;
the ability of the Company to bring new products to market; the timing
of product releases; product announcements by the Companyôs
competitors and other competitive factors. For further discussion of
risks and uncertainties relating to the Company, please see the
Companyôsfilings with the SEC.
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Investment Highlights

¸ Leading Compound Semiconductor substrate supplier with 
manufacturing center in China

¸ Well positioned within several large and growing addressable 
markets, GaAs, InP and Ge

¸ Differentiated capabilities in Vertical Gradient Freeze (VGF) 
technology 

¸ Increasing market share with leading customer qualifications

¸ JVôs in China provide additional value, leverage cost and supply 
expansion advantages

¸ Significant operating leverage in financial model and minimal capital 
expenditure requirements
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Product And Market Applications

Product Market

Size 2010 

/2013
Share

2010

Target

Share

2013

Growth 

Rate
(2010-2013)

GaAs

Handset

LED, 

Lasers

$160M / 

$190M

$140M / 

$250M

25%

15%

35%

*CAGR 6%

CAGR 21%

InP
Fiber 

Optics
$40M / $88M 8% 20%

CAGR 

30%

Ge Solar Cell
$50M /  

$82M
15% 35%

CAGR 

18%

Source: Strategy Analytics and Management estimates
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Source: J.P Morgan estimates
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If Smart Phone is growing @ 50% Y/Y, @ 20% total market share

GaAs chip demand would grow greater than 40% in 2010

GaAs Growth Projection for 2010
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Source: Strategy Analytics August 09
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Summary Trends

¸ The semiconductor 
substrate market is 
experiencing a 
recovery after the 
economic 
slowdown in 2008 ï
2009 

¸ AXT is well 
positioned to 
recapture GaAs 
market share from 
weakened 
competitors 

¸ AXT has a renewed 
focus on the highly 
profitable InP 
business moving 
forward

¸ AXT is increasing 
Ge capacity to 
capture market 
share and address 
terrestrial Solar 
Cell demand
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VGF Technology

¸ Our VGF (Vertical Gradient Freeze) crystal-growth technique 

was pioneered by AXT, Inc. in the early 1990s, and is 

designed to have: 

ï Lower defect density 

ï Lower stress

ï Better wafer strength

¸ VGF is the technology of choice in the GaAs industry

¸ AXT has over 25 years experience in the development and 

manufacturing using VGF
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AXT Competitors

Crystal Growing Furnace 

Cost
Build Buy ?

Facilities Cost Existing Greenfield ?

Labor Cost China Germany + Japan

Raw Materials Availability Buy from JVs Buy on open market

Product Lead-times 6-8 weeks 10-12 weeks

Time to Capacity ~ 6 months ~ 18+ months

AXT Competitive Advantages

AXT Has Competitive Advantages Across Key Operational Drivers 
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¸ Five JV Operations started in 1999 - 2001

ï Supplies critical raw materials

¸ Ga, As, Ge, pBN, B2O3

ï Majority Ownership in Ga and pBN

ï Minority Ownership (25%) in Ge and As 

ï AXT uses majority of JVôs capacity

¸ Provides price and volume stability and guarantees versus 

competition purchasing on open market

Joint Ventures Provide Additional Value 

And Market Advantages
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Recent Development

¸ Signed a 5 year Sales Agreement with AZUR Solar, VGF 

Technique and AXT Ge substrate quoted to be superior than 

competitors

¸ Metal business is recovering

¸ Starting to address large volume, low end LED business

¸ Finished yearly contract negotiation with largest customer

¸ 4ò GaAs volume is increasing, greater than 30% Q/Q growth
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Financial

Overview

AXT, Inc.
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2007 ï2010 Statement Of Operations

(In millions ïexcept margins and EPS) 2007 2008 2009 Q409 Q1ô10

Revenue $58.2 $73.1 $56.2 $17.8 $18.6

Gross Profit $20.3 $18.0 $13.9 $6.1 $6.7

Gross Margin 34.8% 24.6% 24.7% 33.9% 36.1%

Net Income (Loss) $5.3 $(0.7) $(1.9) $2.8 $2.6

Diluted EPS $0.16 $(0.03) $(0.07) $0.09 $0.08

Note ïReported under US GAAP on file with SEC
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2006 ï2010 Balance Sheet

2006 2007 2008 2009 Q1 ô10

Cash and investments $43.2 $45.9 $34.3 $35.4 $39.3

Net Acct. Receivable $9.6 $12.1 $11.5 $15.4 $15.2

Net Inventory $20.3 $24.8 $35.1 $27.7 $28.1

Total Assets $98.3 $112.8 $111.7 $107.9 $112.2

Total Debt/Credit Line $7.7 $6.7 $3.6 $0.5 $0.5

NOTE: Reported under US GAAP on file with SEC

(in millions)
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Target Operating Model

(In millions ïexcept margins) 2007 2008

2009 Q3 

Run Rate Target

Revenue $58.2 $73.1 $67.3 -

Gross Margin 34.8% 24.6% 32.9% Mid-30s

Operating Margin 8.3% 0.1% 11.0% Mid-teens

Net Income Margin 9.1% (0.9)% 12.6% Mid-teens

Note ïActuals as reported under US GAAP on file with SEC, projections are 

Company estimates
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Key Takeaways

¸ Technology Leadership ïUnparalleled domain expertise in 
proprietary processes (VGF) offers fundamental advantages in quality, 
cost and performance 

¸ Well Positioned Within Large And Growing End Markets ïBroad 
technology portfolio and capacity to grow in the mobile handset, LED 
and solar segments

¸ Low-Cost Manufacturing ïFavorable costs for facilities and labor 
(e.g., 97% of employees in China) compared to those in US, Japan, 
and Europe

¸ Supply And Price Advantages ïUnique position among substrate 
suppliers / joint ventures offers favorable pricing, reliable supply and 
shorter lead-times

¸ Strong, Diverse Customer Base ïEnd customers represent market 
leaders across high-growth segments

¸ High Barriers To Entry ïCompetitors looking to develop comparable 
arrangements in China would be both time consuming and involve 
significant execution risk
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THANK YOU!


