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This presentation contains forward-looking statements. The statements contained in this presentation that are not purely historical are forward-looking statements within the meaning of the Private Securities Litigation
Reform Act of 1995, Section 27A of the SecuritiesAct of 1933, as amended (theòSecuritiesActó),and Section 21E of the SecuritiesExchangeAct, as amended. Theseforward-looking statements involveassumptions and
current expectations,which are subject to risks and uncertainties that could cause thecompanyõsactual results to differ materially from those anticipated in such forward-looking statements. Theserisks and uncertainties
include but are not limited to: reduction in the size or quantity of customer orders; change in demand for the companyõsproducts due to industry conditions; our ability to maintain sufficient liquidity; changes in
manufacturing operations; volatility in manufacturing costs; delays in shipments of products; disruptions in the supply chain; change in the rate of design wins or the rate of customer acceptance of new products; the
companyõsreliance on a small number of customers for a substantial portion of its revenues; potential pricing pressure; a decline in demand for ourcustomersõproductsor their rate of deployment of their products; general
conditions in the internet datacenter, cable television(òCATVó),fiber-to-the-home(òFTTHó),or telecommunications(òTelecomó)markets; changesin the world economy(particularly in the UnitedStates and China); changesin
the taxation and regulation of international trade, including the imposition of tariffs; changesin currencyexchangerates; the negativeeffects of seasonality; impact of the TaxCutsand JobsAct of 2017, including its impact
on deferred tax assets and the one-time transition tax on unremitted foreign earningsand on the realization of deferred tax assets; and other risks and uncertainties describedmore fully in thecompanyõsdocuments filed
with or furnished to the Securities and ExchangeCommission. More information about these and other risks that may impact the companyõsbusinessare set forth in the òRiskFactorsósection of the companyõsquarterly
and annual reports on file with the Securitiesand ExchangeCommission,which are available online at www.edgar.gov.

In some cases, you can identify forward-looking statements by terminology such as "believe," "may," "estimate," "continue," "anticipate," "intend," "should," "could," "would," "target," "seek," "aim," "believe," "predicts,"
"think," "objectives," "optimistic," "new," "goal," "strategy," "potential," "is likely," "will," "expect," "plan" "project," "permit" or by other similar expressionsthat conveyuncertainty of future events or outcomes. You should
not rely on forward-looking statements as predictions of future events. All forward-looking statements in this presentation are based upon information available to us as of the date hereof, and qualified in their entirety by
this cautionary statement. Exceptas required by law, we assume no obligation to update forward-looking statements for any reason after the date of this presentation to conform these statements to actual results or to
changesin thecompanyõsexpectations.

In this presentation we include certain other non-GAAP measures that we believe are useful to investors in evaluating our operating performance. Non-GAAP measures should not be considered as an alternative to income 

(loss) after tax, earnings per share, or any other measure of financial performance calculated and presented in accordance with GAAP. Our non-GAAP measures may not be comparable to similarly titled measures of other 

organizations because other organizations may not calculate such other non-GAAP measures in the same manner.  You are encouragedto evaluate these adjustments and the reasons we consider them appropriate.  For a 

reconciliation of GAAP measures to our non-GAAP measures, please see the Appendix to this presentation. 

This presentation shall not constitute an offer to sell or the solicitation of an offer to buy securities of the company, norshall there be any sale of the any securities of the company in any state or jurisdiction in which such 
offer, solicitation or sale would be unlawful. Any offer, if at all, will be made only pursuant to Rule 144A or Regulation S under the Securities Act.
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A leading provider of optical access products that 

enable the gigabit age

APPLIED OPTOELECTRONICS4



APPLIED OPTOELECTRONICS

Bandwidth Demand Drives Revenue
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Four End-Markets With Strong Demand Drivers

APPLIED OPTOELECTRONICS

Datacenter

Cable Television

Fiber-to-the-Home

Increasing size of datacenters

Higher-speed interconnect - 1G to (10G/40G/100G/200G/400G)

Continuous need to expand, refresh and replenish
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DOCSIS 3.1 & upgrade cycle

International market opportunities

Continued outsourcing of design and production

5G LTE deployment

Backbone network for datacenter interconnect

Aging access networks in need of rebuild
Telecommunications

10 GbpsFTTH networks to replace 2.5Gbps

Telecom carriers need to fiberize to compete with CATV, new entrants

Greenfield economics favor fiber deployment
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Growth Expected in Datacenter Market
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Rapid product development cycles favor controlling a 

substantial part of the manufacturing process

Large production volume/relatively low diversity 

enables rapid ROI on factory equipment

Integration of manufacturing process enhances 

efficiency
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D A T A C E N T E R  M A R K E T  C H A R A C T E R I S T I C S  D I F F E R  F R O M  

C H A R A C T E R I S T I C S  O F  T E L E C O M  O P T I C A L  C O M P O N E N T  M A R K E T

D A T A C E N T E R  M A R K E T T E L E C O M  M A R K E T

Telecom applications have much longer production 

cycles

Small volume/high diversity favors outsourcing

Initial costs of integration are high, and only 

economical with high production volume

Vertical Integration & In-house Manufacturing Optimal


