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This alert compares the language used in AMAT’s newest 10-K, filed 12/11/2020, with the year 
before. Comparing language changes in filings can provide investors with a nuanced 
perspective not offered on quarterly earnings calls or from traditional Wall Street research. 

New Language Hints at Lengthening Development Cycles 
Applied Materials (AMAT), a global semiconductor equipment maker, made a small but 
potentially important change to the language it uses when warning investors about competing in 
industries characterized by rapid technological change. 
 
In last year’s annual report, AMAT revealed new or improved products: 
 

“...may entail higher costs and lower profits, and may have unforeseen product design or 
manufacturing defects.”  

 
But AMAT’s new annual report includes three new words of interest to investors: 
 

“...may entail higher costs, longer development cycles, lower profits and may have 
unforeseen product design or manufacturing defects.” 

 
The notion that it might take AMAT longer to develop advanced semiconductor manufacturing 
equipment is supported by another subtle, yet critical change in language. Last year, when 
discussing R&D, AMAT said it would invest, in part, in the following areas: 
 

“... etch, inspection, patterning and other technologies to improve chip performance, 
power, area and cost.” 

 
One year later, in the current annual report, AMAT added the following language that did not 
appear the prior year: 
 

“...etch, deposition, inspection, patterning, packaging and other technologies to improve 
chip performance, power, area, cost and time-to-market.” 



The changes are subtle but intentional. They signal the possibility that demand for innovative 
new chip making equipment may elongate the development cycle. This possibility is supported 
by AMAT’s focus on and R&D investment in improving its time-to-market.  
 
Both items would have an impact on AMAT’s financials. Longer development cycles could 
negatively impact AMAT’s revenue in the short term. Increased investments to expedite the time 
it takes to get new equipment to market could impact cash flows available to investors if not 
offset by higher sales of innovative new products.  


