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Key takeaways

* Understanding where a company sits in the Corporate
Life Cycle framework is vital when identifying
investment opportunities.

* Companies in the Accelerating phase show growth,
but lack the track record to guarantee their
long-term durability.

* Lumentum is an example of a company benefiting
from a demand-supply imbalance, which is creating
prolonged sales acceleration.

Within our Corporate Life Cycle framework, we define

the Accelerating stage as a period in which companies are
experiencing strong, upward momentum in sales. This is
frequently a result of significant change in the end market.
This could be driven by regulatory or technological change
and/or a new disruptive product or service from the company.
While often associated with early-stage disruptors, even
Mature or Turnaround businesses can enter this phase if they
secure a new lease of life. Success also hinges on exceptional
management - leaders who can execute with precision amid a
whirlwind of rapid change.
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What does Lumentum do?

Lumentum is a leading supplier of lasers, optical transceivers,
and photonic components. These products are essential for
modern data centres, enabling faster, more power-efficient,
and highly scalable data transmission.

The demand-supply imbalance

Generative Al workloads require accelerator chips (high-
performance Al computing chips) to exchange data at very high
bandwidth and low latency. This is driving high demand

for networking infrastructure. Between now and 2035,
network capacity is projected to grow at 40% compound
annual growth rate'.

In recent years, there has been a trend of moving from copper
to optics in data centres because Al workloads need faster,
longer connections. As bandwidth requirements increase,
copper interconnects suffer from signal degradation, limiting
the distance these can reliably transmit data. In contrast, optical
links can carry data over longer distances more efficiently

at high speeds and are not affected by electromagnetic
interference. Lumentum, being one of the leaders in optical
links, is able to capture this significant volume growth.
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Figure 1: Corporate Life Cycle

located economically in a Life Cycle category.

Corporate returns on productive capital and growth tend to progress along a Life Cycle. Every company can be
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For illustrative purposes only. Source: RLAM.

At the same time, the photonics industry is facing a severe
bottleneck in the supply of the specialised lasers required

to build these optical modules. Lumentum is under-shipping
demand by roughly 30%?2 even though the company has
significantly increased manufacturing capacity. As technology
giants continue to announce new, massive data centre projects,
the horizon for when supply might finally catch up to demand
just keeps stretching further into the future.

The demand-supply imbalance also means that Lumentum’s
target markets have been transformed. Historically reliant on
the cyclical telecom market, Lumentum has successfully pivoted
toward higher-margin cloud and data centre optics businesses.
Furthermore, the extreme shortage of specialised lasers gives
Lumentum notable pricing power, significantly improving its
operating margins.

What are the risks?

The rapid pace of innovation poses an ongoing threat of
technological obsolescence from emerging alternatives like
silicon photonics or linear pluggable optics. Additional risk
comes from a slowdown in the demand for data centres

and consequently the supply shortage rapidly flips into
overcapacity. There is also significant customer concentration.
If any one of its customers fails to execute on their own plans,
demand for Lumentum’s products will decline as well.

2 Lumentum earnings transcripts, 2026

Lumentum’s role in the Global Equity
portfolio?

Ultimately, Lumentum’s story is not just about lasers and
data centres; it is a textbook example of sudden, dramatic
corporate metamorphosis. In the framework of the Corporate
Life Cycle, businesses constantly evolve through phases.

In fact, Lumentum’s historical reliance on the cyclical telecom
market initially flagged it as a default Turnaround company in
our Life Cycle framework. Yet, the sheer force of the artificial
intelligence revolution and the sudden, emerging demand

for its products have catapulted the company directly into an
Accelerating Life Cycle phase. These are the rare engines
that can be the catalyst to soaring sales momentum and true
disruptive potential required to drive wealth creation.



https://investor.lumentum.com/events-and-presentations/Events/event-details/2026/Q3-2026-Lumentum-Earnings-Conference-Call/default.aspx

Contactus
For more information about our range of products and services, please contact us.

Royal London Asset Management has partnered with FundRock Distribution S.A, who will distribute our
products and services in the EEA. This follows the United Kingdom’s withdrawal from the European Union
and ending of the subsequent transition period, as UK Financial Services firms, including Royal London
Asset Management, can no longer passport their business into the EEA.

Royal London Asset For advisers and For institutional
Management wealth managers client queries

80 Fenchurch Street, bdsupport@rlam.com institutional@rlam.com
London EC3M 4BY +44 (0)20 3272 5950 +44 (0)20 7506 6500

For any queries or questions coming from EEA potential investors, please contact:

Arnaud Gérard, FundRockDistribution S.A. Airport Center Luxembourg, 5 Heienhaff, L-1736Senningerberg,
Luxembourg +352 691 992 088 arnaud.gerard@fundrock.com.

For further information, please visit www.rlam.com

We are happy to provide this document in braille, large print and audio.

Important information

For Professional Clients, Qualified Investors, and Wholesale Clients Only. Not suitable for retail clients.

This is a financial promotion. The views expressed are those of Royal London Asset Management at the date
of publication unless otherwise indicated, which are subject to change, and is not investment advice. Reference
to any security is for information purposes only and should not be considered a recommendation to buy or sell.
Portfolio holdings are subject to change without notice. Forward looking statements are subject to certain risks
and uncertainties, Actual outcomes may be materially different from those expressed or implied.

Telephone calls may be recorded.
For further information please see the Privacy policy at www.rlam.com

Royal London Asset Management Limited is exempt from the requirement to hold an Australian financial services
licence under the Corporations Act (as a result of the operation of ASIC Class Order 03/1099 as amended by
the ASIC Corporations (Repeal and Transitional) Instrument 2016,/396 and extended by ASIC Corporations
(Amendment) Instrument 2020,/200) in respect of the financial services it provides to wholesale clients in
Australia and is regulated by the Financial Conduct Authority under UK laws which differ from Australian laws.

Issued in May 2026 within the UK, Switzerland, and Australia by Royal London Asset Management Limited,
80 Fenchurch Street, London, EC3M 4BY. Issued within Europe (ex-Switzerland) by FundRock Distribution S.A.
(“FRD?”) the EU distributor for Royal London Asset Management Limited. FRD is a public limited company,
incorporated under the laws of the Grand Duchy of Luxembourg, registered office at Airport Center Building,
5, Heienhaff, L-1736 Senningerberg, Luxembourg and registered with the Luxembourg trade and companies
register under number B253257. FRD is authorized as distributor of shares/units of UCIs without making or
accepting payments (within the meaning of Article 24-7 of the 1993 Law). FRD is authorised and regulated

by the Commission de Surveillance du Secteur Financier (CSSF).

Portfolio management activities and services are undertaken by Royal London Asset Management Limited,
80 Fenchurch Street, London, EC3M 4BY, UK. Authorised and regulated by the Financial Conduct Authority
in the UK, firm reference number 141665. A subsidiary of the Royal London Mutual Insurance Society Limited.

Issued in May 2026 by Royal London Asset Management Limited, 80 Fenchurch Street, London, EC3M 4BY.
Authorised and regulated by the Financial Conduct Authority, firm reference number 141665.
A subsidiary of The Royal London Mutual Insurance Society Limited.
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