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MANAGEMENT DISCUSSION SECTION 
 
 

Operator: Thank you for standing by. Welcome to Flex's Second Quarter Fiscal 2026 Earnings Conference Call. 

Presently, all participants are in a listen-only mode. After the speakers' remarks, there'll be a question-and-answer 

session. [Operator Instructions] As a reminder, this call is being recorded. 

 

I'll now turn the call over to Mrs. Michelle Simmons. You may begin. 
 .....................................................................................................................................................................................................................................................................  

Michelle Simmons 
Senior Vice President, Investor and Public Relations, Flex Ltd. 

Thank you, Kevin. Good morning, and thank you for joining us today for Flex's second quarter fiscal 2026 

earnings conference call. With me today is our Chief Executive Officer, Revathi Advaithi; and Chief Financial 

Officer, Kevin Krumm, who'll give brief remarks, followed by Q&A. 

 

Slides for today's call as well as a copy of the earnings press release are available on the Investor Relations 

section at flex.com. This call is being recorded and will be available for replay on our corporate website. 

 

Today's call contains forward-looking statements, which are based on our current expectations and assumptions. 

These statements involve risks and uncertainties that could cause actual results to differ materially. For a full 

discussion of these risks and uncertainties, please see the cautionary statements in our presentation, press 

release or in the Risk Factors section of our most recent filings with the SEC. 

 

Note, this information is subject to change and we undertake no obligation to update these forward-looking 

statements. 
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Please note, all growth metrics will be on a year-over-year basis, unless stated otherwise. Additionally, all results 

will be on a non-GAAP basis, unless we specifically state it's a GAAP result. The full non-GAAP to GAAP 

reconciliations can be found in the appendix slides of today's presentation as well as in the summary financials 

posted on the Investor Relations website. 

 

Now, I'd like to turn the call over to our CEO. Revathi? 
 .....................................................................................................................................................................................................................................................................  

Revathi Advaithi 
Chief Executive Officer & Director, Flex Ltd. 

Thanks, Michelle. Good morning and thank you for joining us today. Before we get into the results, I want to start 

by thanking our Flex team around the world for their disciplined execution and commitment to delivering for our 

customers. In particular, I want to acknowledge our colleagues in Ukraine. 

 

As we shared in August, our Mukachevo facility was damaged during a missile strike. But thanks to our 

emergency protocols, all team members were safely evacuated. Their strength and resilience in the face of 

unthinkable circumstances reflect the best of our team in Ukraine and our company as a whole. We remain 

committed to our colleagues in Ukraine as we focus on rebuilding our operations. 

 

Starting on slide 4, we had an exceptional quarter, delivering great results on all metrics. Revenue came in at 

$6.8 billion, growing 4% over last year. Operating margin was an impressive 6%, the fourth quarter in a row that 

we remained at or about this level, and we delivered adjusted EPS of $0.79 per share, up 23% over last year, 

another record for Flex. This performance reflects the strength of our model, anchored in disciplined execution 

and a continued shift towards higher value, technology-driven businesses. 

 

Now, turning to slide 5. Our data center business continued to deliver outstanding results across both cloud and 

power. With proprietary products, deep systems expertise and global manufacturing scale, we provide fully 

integrated power and IT solutions that help hyperscale, co-location and silicon customers deploy faster, operate 

more efficiently, while strengthening our margin profile. 

 

We remain bullish in our outlook and continue to expect our data center revenue to grow at least 35% this year. 

Sustaining this level of growth at our scale validates the value we're delivering to the world's leading technology 

companies and the strength of our execution in a dynamic market. We are outperforming industry growth rates 

and continuing to strategically shift our portfolio towards higher-margin, critical technology-driven businesses, 

shaping today's market evolution. 

 

As we all know, AI is driving one of the largest infrastructure build-outs in modern history, and Flex is at the 

forefront of this transformation. We are partnering directly with the world's leading technology companies to 

design, build and deliver the power, cooling and systems infrastructure that enables faster, more reliable data 

center deployments at scale. 

 

Our data center offerings span from the grid to chip, combining our product portfolio with advanced manufacturing 

capabilities and global scale to meet unprecedented demand for performance and efficiency. Some of this activity 

is already reflected in our current results, while other programs will ramp over the coming quarters and years. 

 

The broader trend is clear. AI is shaping industries for the long term and Flex is positioned to be a driving force in 

this continuing infrastructure build-out. 
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A couple of weeks ago at the OCP Global Summit, we unveiled Flex's new AI infrastructure platform, a unified 

approach that brings together power, cooling and compute in pre-engineered scalable designs. The platform 

helps data center operators deploy up to 30% faster, reduce execution risk and scale reliably to meet the pace of 

AI demand. 

 

We partnered with NVIDIA as part of their ecosystem on next-gen 800-volt DC AI factories. These systems 

improve energy efficiency, lower cooling costs and eliminate points of failure as data centers grow in size and 

complexity. 

 

Looking ahead, I could not be more excited. The data center opportunity continues to expand and we're executing 

remarkably well as we support our customers through this next wave of growth. 

 

Beyond our strength in cloud and power, the rest of our diversified portfolio is performing well. In health solutions, 

we see steady medical device demand and anticipate improvement in medical equipment later this year. In 

communications and enterprise, we see strength in optical switches and SATCOM devices, supporting next-

generation connectivity requirements. 

 

And in automotive, we see the market stabilizing compared to prior quarters. In the first half of FY 2026, we added 

compute deals with new logos, validating our continued investment and focus on software-defined vehicles. 

 

As we look back over the first half, we are proud of our teams for their execution and persistence. We started the 

year with volatility from tariffs and the uncertainty that continues to this day. Despite this backdrop, we've been 

able to exceed our expectations and raise our guidance. Our customers depend on us for our scale, our technical 

depth and our global footprint. That foundation positions us to keep delivering for our customers in any market 

environment. 

 

Now, I'll turn the call over to Kevin to walk through the details of our financials. Kevin? 
 .....................................................................................................................................................................................................................................................................  

Kevin S. Krumm 
Chief Financial Officer, Flex Ltd. 

Thank you, Revathi, and good morning, everyone. I'll start with our key financials on slide 8. 

 

Second quarter revenue came in at $6.8 billion, up 4%, driven by strong data center growth across both power 

and cloud. Gross profit totaled $632 million and gross margin improved to 9.3%, up 80 basis points. Operating 

profit was $409 million, with operating margins at 6%, up 55 basis points. Finally, earnings per share for the 

quarter increased 23% to $0.79 per share. 

 

Turning to our quarterly segment results on the next slide. In Reliability, revenue was $3 billion, up 3% year-over-

year, as strong growth in power and moderate growth in health solutions and core industrial was slightly offset by 

continued pressure in auto. Operating income improved to $197 million and segment margin expanded by 105 

basis points to 6.5%, driven by favorable mix impacts from power and strong execution and cost management 

across the entire segment. 

 

Agility revenue totaled $3.8 billion, an increase of 4% year-over-year, driven by robust cloud demand that more 

than offset softness in communications and consumer end markets. Operating income was $227 million, with 

operating margin down 5 basis points to 6%. This is comparing against a very strong quarter last year. 
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Moving to cash flow on slide 10. Free cash flow in the quarter increased to $305 million, despite sequential 

investments in CapEx to support organic growth. Net inventory was up 1% sequentially and down 4% year-over-

year. Inventory, net of working capital advances, was 55 days, a reduction of 3 days versus the prior year. 

 

Net CapEx totaled $148 million or approximately 2% of revenue, and we repurchased $297 million of stock, which 

was approximately 5.6 million shares. Our capital allocation priorities remain unchanged. We're committed to 

maintaining our investment-grade balance sheet, funding strategic investments to support organic growth and 

pursuing accretive M&A opportunities while returning capital to shareholders through opportunistic share 

repurchases. 

 

Looking at full-year guidance on slide 11, as our customers navigate a dynamic tariff landscape, our teams are 

partnering closely with them to deliver resilient forward-looking solutions. Our global scale and capacity enables 

their regionalization strategies, bringing manufacturing closer to end markets to improve agility, reduce risk and 

meet the evolving trade requirements. 

 

As of last quarter, we incorporated the direct impact of tariffs into our revenue guidance and are doing the same 

this quarter. The situation remains fluid, but as a reminder, tariffs are largely a pass-through for us. We will 

continue to monitor and adjust as needed. 

 

As we concluded our first half of the year with 4% revenue growth, we are confident in our ability to continue our 

strong top line momentum in the second half of FY 2026 with an acceleration in Q4, driven by demand in power 

and cloud. This confidence in revenue, coupled with our favorable mix and disciplined cost execution, has allowed 

us to improve our full year expectations across all key metrics while overcoming headwinds in lifestyle due to our 

facility shutdown in Ukraine and unfavorable FX impacts across the business versus our Q1 guide. 

 

Despite these challenges, we are raising our FY 2026 expectations to the following: revenue between $26.7 

billion and $27.3 billion, a $500 million improvement from the midpoint of our prior guide; adjusted operating 

margin between 6.2% and 6.3%, demonstrating consistency above 6%; adjusted EPS between $3.09 and $3.17 

per share, increasing our midpoint by $0.17 per share; and we continue to expect strong cash generation and 

maintain our 80% plus free cash flow conversion target for FY 2026. 

 

Moving on to our segment outlook for the year. For Reliability Solutions, we expect revenue to be up low to mid-

single digits, driven by strong demand in data center, power and medical devices, offset by a soft but stabilizing 

environment in renewables and auto. For Agility Solutions, we expect revenue to be up mid to high single digits, 

driven by continued strength in cloud, offset by a weakening trend in consumer devices and lifestyle, and a 

temporary loss of operations at our Mukachevo facility in Ukraine. 

 

Finishing off with our guidance for the third quarter, we expect Reliability Solutions revenue to be up mid to high 

single digit, driven by continued robust power demand and increased growth in medical devices. We expect 

Agility Solutions revenue to be down to up low single digits, as cloud growth is offset by weakening trends in 

consumer devices and reduced expectations in lifestyle for the reasons previously mentioned. 

 

For total Flex, we expect revenue in the range of $6.65 billion to $6.95 billion, with adjusted operating income 

between $405 million and $435 million. We expect an adjusted tax rate of $0.21 – or 21%. And lastly, we 

anticipate adjusted EPS to be between $0.74 and $0.80 per share, based on approximately 377 million weighted 

average shares outstanding. 
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As Revathi mentioned, we remain a partner of choice for our customers as they navigate a rapidly evolving 

business environment, shaped by AI acceleration and dynamic supply chains. We're constantly exploring new 

ways to collaborate with our partners to meet their evolving needs and see strong opportunities to support their 

growth as we exit FY 2026 and move towards our FY 2027. 

 

With that, I'll now turn the call back over to the operator to begin Q&A. 
 .....................................................................................................................................................................................................................................................................  
 

QUESTION AND ANSWER SECTION 
 
 

Operator: Thank you. We'll now begin the question-and-answer portion of today's call. [Operator Instructions] 

Our first question today is coming from Ruplu Bhattacharya from Bank of America. Your line is now live. 
 .....................................................................................................................................................................................................................................................................  

Ruplu Bhattacharya 
Analyst, BofA Securities, Inc. Q 
Hi. Thanks for taking my questions. Revathi, you took up revenues for the full year by $500 million at the midpoint. 

You beat 2Q by $150 million. So there is about $350 million upside in the second half. But interestingly, you didn't 

raise the guide for data center revenues, although the commentary seem like there's still a lot of strength in cloud 

and power. So just curious why there was no upside to that part of the business. And I have a follow-up. 
 .....................................................................................................................................................................................................................................................................  

Revathi Advaithi 
Chief Executive Officer & Director, Flex Ltd. A 
Yeah. Ruplu, I'll start by saying that we said that we are going to do our – give a full year guide for data centers. 

We said that at the beginning of the year and not update that through the quarter. I'll just remind you, data center 

is not a reporting segment for us. We have given you extra information at the beginning of the year, considering 

that it's a meaningful growth for us. 

 

And so we're just not updating the quarterly guidance, but it is obvious that it's at least 35%. I will remind you that 

35% is a very strong number compared to the industry and the end market itself. So we feel very good about that. 

 

So, your math is directionally correct. So there's at least 35%. Obviously, it will be better than that. And we'll 

update that in our full year guide when we do it at the end of the year. 

 

Kevin, anything to add? 
 .....................................................................................................................................................................................................................................................................  

Kevin S. Krumm 
Chief Financial Officer, Flex Ltd. A 
No. Nothing to add on that. 
 .....................................................................................................................................................................................................................................................................  

Revathi Advaithi 
Chief Executive Officer & Director, Flex Ltd. A 
Okay. 
 .....................................................................................................................................................................................................................................................................  

Ruplu Bhattacharya 
Analyst, BofA Securities, Inc. Q 



Flex Ltd. (FLEX) 
Q2 2026 Earnings Call 

Corrected Transcript 
29-Oct-2025 

 

 
1-877-FACTSET   www.callstreet.com 

 7 
Copyright © 2001-2025 FactSet CallStreet, LLC 

 

Okay. Thanks for that clarification. That makes sense. Revathi, can I also ask you for the cloud business? Can 

you comment on the mix as it relates to custom silicon versus merchant silicon? I'm curious because AMD is 

going to launch a whole set of new GPUs – GPU racks next year. Would that be a business that Flex would bid 

for? And how do you see this mix of custom versus merchant silicon evolving, as things like OpenAI-Broadcom, 

OpenAI-AMD, OpenAI-NVIDIA, all of these big projects are coming up? So how do you see your data center 

business benefiting from these large projects? Thank you. 
 .....................................................................................................................................................................................................................................................................  

Revathi Advaithi 
Chief Executive Officer & Director, Flex Ltd. A 
Yeah. So, Ruplu, I'll start by saying, obviously, considering the fact that we're growing at least 35% year-over-

year, we are benefiting pretty significantly from not only hyperscale growth but from kind of the newer cloud 

players, as you had talked about, that is adding to our overall growth rate. 

 

I would say that as we update our forward-looking guidance for cloud that we will do in May during our Investor 

Day, that should reflect all these new projects that are getting announced that'll be built out over the next kind of 

two, three, five years. So you should wait for our updated guide. 

 

In terms of custom versus merchant silicon, I would say that anywhere there is – in custom silicon, where there is 

more specialization involved, typically, Flex tends to do really, really well because it requires customization per 

the requested hyperscaler we are working with and drives more complex products, and we tend to do really better 

in that, in general. But in terms of custom versus merchant, we obviously participate in both. And I would say that 

we lean one way more than the other, but we are prevalent in the market in both these spaces. 

 

I think the real benefit at the end of the day is, if you look at all the announcements that are coming in, if you look 

at our forward-looking pipeline for cloud, we feel very strongly and very good about kind of our participation in this 

space and the growth rates we're delivering this year. And we're really looking forward to give you guys updated 

guides in May that we will see you, and we feel like that you'll see very strong growth rate – continue to see very 

strong growth rate in our cloud business, driven by all the investments you're hearing from. 
 .....................................................................................................................................................................................................................................................................  

Ruplu Bhattacharya 
Analyst, BofA Securities, Inc. Q 
Okay. Thank you for all the details. 
 .....................................................................................................................................................................................................................................................................  

 

Operator: Thank you. Next question today is coming from Tim Long from Barclays. Your line is now live. 
 .....................................................................................................................................................................................................................................................................  

Tim Long 
Analyst, Barclays Capital, Inc. Q 
Thank you. Appreciate the questions here. Two for me as well. First one maybe on the op margin front. Looks like 

some good increases coming in the second half. Maybe if you could just talk at a high level at what's driving some 

of the second half over first half op margin improvements? 

 

And then second, back to the cloud data center piece, if you could – understanding the 35% number, just curious 

if you can talk a little bit about kind of how you see the economics of that business evolving for you? Are you 

seeing opportunities, as you've mentioned, some more specialization? Are you seeing that business evolve to 

where it could be newer programs with – that are a little bit more margin-accretive? So, anything on kind of how 

you view that – your play in that ecosystem changing from a value standpoint? Thank you. 
 .....................................................................................................................................................................................................................................................................  
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Kevin S. Krumm 
Chief Financial Officer, Flex Ltd. A 
Hey, Tim. This is Kevin. I'll take the first question on margins in the back half of the year. As we said, 6% – Q2 

was another quarter at or above 6%. So four quarters there at or above 6%. We feel good about that. 

 

As we move from Q2 to Q3 and Q4 in the back half of the year, we do expect continued margin improvement. 

And you see that when you look at the midpoint of our guide for Q3. And obviously, sort of do your own math to 

get to where we think Q4 is going to be to get to our full year guide. 

 

The primary drivers there are going to be mix. We have two businesses that continue to grow and grow well as 

we move through the year. And that's our products and services business. We're expecting both those 

businesses to perform well from a top line standpoint. And we've talked in the past about the margin performance 

of those businesses, both those businesses perform above the Flex average. 

 

So, really, it's just a continued growth in those businesses, Q2 to Q3, Q4 becoming a bigger piece of revenue and 

pulling margins up with them as we move forward here. 
 .....................................................................................................................................................................................................................................................................  

Revathi Advaithi 
Chief Executive Officer & Director, Flex Ltd. A 
Yeah. I would say, Tim, on the second part of your question, on the economics of the cloud and power business 

for us, as you can see from the second half guides on margins, generally, it's a very accretive business to us. 

How I see the economics evolve is super positive for us. And that's based on couple things. 

 

Just a quick reminder, we're one of the few players who actually integrate compute, power and cooling in this 

space. And our compute business, which not only does contract manufacturing and assembling of compute 

products, also does vertical integration in terms of manufacturing racks and all the metal enclosures that goes in 

terms of compute products. So very positive in terms of margins for us. 

 

In the cooling and in the power play, we have our own products. So we have our own IP and design. And 

obviously, those are also margin positive for us, because it runs more like an OEM play overall. 

 

So I see, in terms of evolving, as you see the mix shift for us between in the cloud, power – in the cloud and data 

center space between compute and power, and power continues to grow, I see that the margin progression for 

that business being fairly significant. And we expect that to work and behave like a product business overall, the 

whole space. 

 

So I'll step back and say, feel very good about kind of the 35% growth rate we have talked about, which we said is 

at least that much for the year. But I feel even strongly about the updated forward-looking guide we'll come back 

and give you in May in terms of growth rate of that business and then the margin improvement of that business, 

driven by the mix of compute and power and cooling within that space. So feel really good about the economics of 

the business and how it's evolving. 
 .....................................................................................................................................................................................................................................................................  

Tim Long 
Analyst, Barclays Capital, Inc. Q 
Okay. Thank you very much. 
 .....................................................................................................................................................................................................................................................................  

 

Operator: Thank you. Next question is coming from Samik Chatterjee from JPMorgan. Your line is now live. 
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Samik Chatterjee 
Analyst, JPMorgan Securities LLC Q 
Hi. Thank you for taking my questions. Maybe for the first one, if I can sort of go back to the question on guidance 

and just tackle it more on the end market front. You're raising your guidance for the full year by about $500 million 

or so. I mean, it seems like, from an end market perspective, data center is doing better, but also maybe medical 

is a bit better. Can you just parse out if most of the increase in the guide is because of the data center market or 

are there other end markets that are tracking better than you expected at this time? And how much of a headwind 

is the Ukraine facility shutdown to the sort of raise in the guide that you're issuing today? And I have a follow-up. 
 .....................................................................................................................................................................................................................................................................  

Revathi Advaithi 
Chief Executive Officer & Director, Flex Ltd. A 
Yeah. I would say, Samik, is that, obviously, you guys have done the math. You can tell, right? Full year, we have 

raised the guide by $500 million. We beat 2Q. And so, you can see that second half is going to be strong the way 

we've raised our guide. It will come from the space, as you have talked about, which is data center and health 

solutions. And we have been very clear about both of those spaces being directionally good for us. 

 

We also have said that there is stabilizing trends in areas like automotive, which also is a good thing for us. So if 

you look at the forward looking guide, while we're not updating our data center growth rates, it's obvious that it's 

going to be better in the second half and you will see that reflected in our full year number. 
 .....................................................................................................................................................................................................................................................................  

Kevin S. Krumm 
Chief Financial Officer, Flex Ltd. A 
Yeah. Hi, Samik. And I'll just add on, on your question on the Ukraine. When we had the issue in August, we 

issued a release that identified the business being approximately 1% of Flex revenue. And I think that's how you 

should think about the impact of that in the back half of the year. So going from basically where it was to 0%, it's 

slightly north of $100 million impact to us from a revenue headwind standpoint in the back half of the year. 
 .....................................................................................................................................................................................................................................................................  

Revathi Advaithi 
Chief Executive Officer & Director, Flex Ltd. A 
Yeah. So, overall, raising our guide with the impact of that, I think we think is very strong results. 
 .....................................................................................................................................................................................................................................................................  

Samik Chatterjee 
Analyst, JPMorgan Securities LLC Q 
And for my follow-up, Revathi, I wanted to see if you can give us some sense of what to expect from the Amazon 

partnership that you have now to the extent that you can talk about. And you are sort of sounding positive about 

what you will announce in May in terms of the cloud data center business. But is that – is the Amazon partnership 

part of that optimism that you have as you think about what you'll sort of talk about in the May Investor Day as 

well? Thank you. 
 .....................................................................................................................................................................................................................................................................  

Revathi Advaithi 
Chief Executive Officer & Director, Flex Ltd. A 
Yeah. Samik, I will just step back and say that I feel very bullish about kind of where things are in the data center 

cloud space for us. Combination of the partnership that we announced with Amazon, but continued growth in 

other hyperscalers and co-lo businesses and neocloud that we mentioned earlier in the call. 
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So I think it's important to reflect on the fact that a lot of these announcements and CapEx announcements that 

you're seeing from our customers are all going to play out in the next one, two, three, five-year cycle. So I think 

that's really important to reflect on that, that these are all kind of long-term plays, whether it's our partnership with 

Amazon or the growth rate that we're seeing with all our other customers. 

 

You'll see that reflected as we move forward in our CapEx numbers and the investments we continue to make in 

this space. So as you wait for our updated guide coming out in May and you see our long-term growth rates, you 

would see the bullishness reflected in that coming from the growth rate in this space. 

 

So I view this as a long-term play, feel very good about kind of what we're delivering this year and the investments 

we're making for our forward-looking growth. And we'll give you an updated kind of long-term guide when we see 

you in May, and that'll reflect these partnerships and other investments we are making. 
 .....................................................................................................................................................................................................................................................................  

Samik Chatterjee 
Analyst, JPMorgan Securities LLC Q 
Thank you. Thanks for taking my questions. 
 .....................................................................................................................................................................................................................................................................  

 

Operator: Thank you. [Operator Instructions] Our next question is coming from Steven Fox with Fox Advisors. 

Your line is now live. 
 .....................................................................................................................................................................................................................................................................  

Steven B. Fox 
Analyst, Fox Advisors LLC Q 
Hi. Good morning, everyone. I had a couple questions as well. First off, looking at the guidance, it seem – like 

some people have mentioned, it seems to imply some accelerating growth into the fourth quarter of the fiscal 

year. Is that something – without getting into numbers for next year, is that something that we can think about sort 

of continuing and use that as a base for some new and different growth for the next fiscal year? And if so, what 

would you sort of say is driving it? And then I had a follow-up. 
 .....................................................................................................................................................................................................................................................................  

Kevin S. Krumm 
Chief Financial Officer, Flex Ltd. A 
Hey, Steven. This is Kevin, and good morning. I'll take the first part of the question. So you are right. As you look 

at our guide for the full year, we gave you Q3, you can start to back into an accelerating Q4 – or Q3 to Q4 

environment and expectation from us. The drivers of that are going to be some of the things we've talked about 

already on the call. 

 

Obviously, data center underlying, we've talked about our power business this year, with data center being made 

up of cloud and power. Our power business, especially in the back half of the year, we expect that to grow above 

the data center average. So that's driving some of the margin performance we talked about, but also our overall 

top line expectations. Also, seeing good growth in the back half of the year as we exit the year in medical device 

and some other areas like capital equipment. 

 

So, yeah, that growth rate in the back half of the year that we're exiting with, we feel good about it and we expect 

that momentum to continue into the first half of FY 2027. 
 .....................................................................................................................................................................................................................................................................  

Steven B. Fox 
Analyst, Fox Advisors LLC Q 
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Great. That's super helpful. And then, Revathi, it wasn't that long ago where the auto markets were a pretty 

attractive growth market for you guys. You mentioned some new compute wins and the business, and I guess, 

production kind of stabilizing. So, A, do you see a path now for like this – that segment returning to growth? And if 

there's any color you can provide on the new compute wins, that would be helpful, too? Thanks. 
 .....................................................................................................................................................................................................................................................................  

Revathi Advaithi 
Chief Executive Officer & Director, Flex Ltd. A 
Yeah. I would say, Steve, is that we're being very thoughtful in terms of giving the right projections for our 

automotive business. We feel good about kind of stabilizing what we're hearing from our customers on which 

platforms they're going to grow with. 

 

I have mentioned this before that we're being platform-agnostic is helpful for us, because even as you shift 

powertrains within automotive and there's a shift from EV to ICE vehicles, it still helps us because even in ICE 

vehicles, we are seeing continued investment in terms of power electronics. So being agnostic to the platform is 

really important to us. 

 

So as I look moving forward, compute wins happen in ICE, hybrid and EV, in all platforms. So that is the good part 

about it is that we continue to win agnostic to the platform. And that is helpful in terms of how we think about 

growth rates. 

 

All that being said, I would say is that our view on kind of continuing to grow in the automotive space is that it has 

to show the returns that we expect. And if it shows the returns we expect, then we will continue to invest and grow 

in that business. As you can tell, we have enough growth coming from other vectors and it's a balance in terms of 

the decision we make. So we look for good growth, healthy growth, long-term commitments. And if that works for 

us, we'll take that business and grow with it. 
 .....................................................................................................................................................................................................................................................................  

Steven B. Fox 
Analyst, Fox Advisors LLC Q 
Great. Thank you very much. 
 .....................................................................................................................................................................................................................................................................  

 

Operator: Thank you. Next question is coming from Steve Barger from KeyBanc Capital Markets. Your line is 

now live. 
 .....................................................................................................................................................................................................................................................................  

Jacob Moore 
Analyst, KeyBanc Capital Markets, Inc. Q 
Hi. Good morning. This is Jacob Moore on for Steve Barger. Thanks for taking our questions. First, I just wanted 

to ask about the value add from engineering and services in terms of penetration and margin impact. I think 

you've emphasized those as margin levers outside of data center and power. Could you share the revenue size of 

those programs? And what do you see the broader opportunity size to be? And then, maybe could you frame up 

the margin they contribute compared to the overall portfolio and if there are any barriers to further penetration? 
 .....................................................................................................................................................................................................................................................................  

Revathi Advaithi 
Chief Executive Officer & Director, Flex Ltd. A 
Yeah. I'll say, Jacob, is that in the past, we have kind of shared a number that's in the range of kind of $1 billion 

for this space. We haven't updated that in a while. So, my overall take will be that value-added services, which 

includes kind of vertical integration and all the end markets we play in, is important to us because that does drive 

margin improvement for us overall. So it is a very important focus for us and our teams across the businesses. It's 
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even more important in the data center space because we do have products we deploy. And so that is really 

important, because you have to be able to service those products. 

 

I would say, overall, we are happy with the growth rates, but I don't have specifics I can give you, Jacob, because 

those are not numbers that we give out. But we like what we do in value-added services, super important to us, 

both in data center and outside of data centers, and we feel good about kind of how it's growing and the margin 

it's providing. 
 .....................................................................................................................................................................................................................................................................  

Jacob Moore 
Analyst, KeyBanc Capital Markets, Inc. Q 
Understood. That's helpful. Thank you. And then second one for me is on op margin, but maybe a little more 

specifically on the fiscal fourth quarter. The math suggests a pretty decent sized step-up from Q3 to Q4. Could 

you just walk us through the puts and takes assumed in that sequential step-up? And then, similar to the question 

on the growth acceleration in the back half, is the sort of mid to high 6% margin level sustainable moving forward 

from 4Q? 
 .....................................................................................................................................................................................................................................................................  

Kevin S. Krumm 
Chief Financial Officer, Flex Ltd. A 
Hey, Jacob, this is Kevin. I'll take that question. So, first, we talked about the growth rate in 4Q and our 

expectation there and what was driving it. And in that, we talked about our products business and our services 

businesses growing in the back half and accelerating into Q4. That acceleration of those businesses and as we've 

talked about, they're higher margin businesses for us, both accrue to the P&L at margins north of the Flex 

average, are what's driving our expectation for margins. It sounds like your math is directionally correct there. 

 

And so as we move into next year, as we said, we expect that growth momentum in those businesses to carry 

forward into early FY 2027, and our margin expectation would be similar. 
 .....................................................................................................................................................................................................................................................................  

Revathi Advaithi 
Chief Executive Officer & Director, Flex Ltd. A 
And then, I'd say that I think that it was only a year ago where you guys were pressing me on a 6% sustainable 

and when are you going to update that guide because we're a year ahead of the long-term guide we gave you. So 

I can see you're already taking it north of that, Jacob. And as long as we continue to change our mix, which we're 

doing, and continuing to have growth rates in the right end markets where we have products and services and 

margin-accretive business, we feel good about continued growth rates and margin performance of what you'll see 

moving forward. 
 .....................................................................................................................................................................................................................................................................  

Jacob Moore 
Analyst, KeyBanc Capital Markets, Inc. Q 
Got it. Very helpful. Thank you very much. 
 .....................................................................................................................................................................................................................................................................  

Kevin S. Krumm 
Chief Financial Officer, Flex Ltd. A 
Thank you. 
 .....................................................................................................................................................................................................................................................................  

 

Operator: Thank you. Our final question today is coming from Mark Delaney from Goldman Sachs. Your line is 

now live. 



Flex Ltd. (FLEX) 
Q2 2026 Earnings Call 

Corrected Transcript 
29-Oct-2025 

 

 
1-877-FACTSET   www.callstreet.com 

 13 
Copyright © 2001-2025 FactSet CallStreet, LLC 

 

Mark Delaney 
Analyst, Goldman Sachs & Co. LLC Q 
Yes. Good morning and thank you very much for taking my questions. I was hoping to better understand where 

Flex stands with its capacity and ability to support the data center opportunity and if there are any supply 

constraints that you're starting to encounter in that business, given the growth you're seeing. And as you think 

about that business over the longer term, do you envision needing to make meaningful increases in your CapEx 

levels in order to support the growth? 
 .....................................................................................................................................................................................................................................................................  

Revathi Advaithi 
Chief Executive Officer & Director, Flex Ltd. A 
Yeah. I would say, Mark, first, is I'll parse this out by region, right? I feel very good about our capacity and 

capability in the EMEA region. We announced a new asset acquisition in Poland and we feel really strongly about 

kind of overall capability on compute, power and cooling in EMEA. 

 

In North America, which is where you're seeing the largest amount of growth being deploy and CapEx being 

deployed by our customers, we have incrementally invested pretty significantly in our compute operations in 

Guadalajara and in US. We have continued to invest pretty significantly in cooling and ramping up that 

manufacturing capability as we got through the acquisition of JetCool. And then we announced new facilities in 

Dallas and we continue to expand our facilities in Fontana, in Columbia, in those regions to add to kind of power 

capability in the US. 

 

All that being said, I would say that we have a lot more investment to do because you are seeing those big 

announcements coming from our customers, and you see a meaningful shift within Flex in terms of how we're 

deploying our CapEx towards those end markets. 

 

So, as I look towards the next kind of cycle, two, three, five years, I would say, yes, you will see meaningful 

deployment in terms of CapEx, and growth and investments required, and OpEx, both R&D and support required 

for those businesses that'll shift towards those businesses. I think what's important is that despite all those moves 

we're making, you're seeing kind of overall cash flow improving and you're seeing our overall operating margin 

improving. So, obviously, we're making the right choices as we deploy this, Mark. 
 .....................................................................................................................................................................................................................................................................  

Mark Delaney 
Analyst, Goldman Sachs & Co. LLC Q 
Very helpful context. My other question was around Flex's own operations. You've spoken in the past about 

utilizing AI and automation to be efficient. Yesterday, you had some news around a pilot with NVIDIA to maybe 

even try and get better there. And of course, there's a lot of innovation happening with AI and robotics. So, as you 

think about some of the things you're working on to tie to those areas, including with what you announced 

yesterday, anything meaningful you could point to and what we could expect for where Flex may take its own 

operating and logistics in the future? Thanks. 
 .....................................................................................................................................................................................................................................................................  

Revathi Advaithi 
Chief Executive Officer & Director, Flex Ltd. A 
Yeah. Mark, I'll step back and say that the announcement we had with NVIDIA yesterday is a really exciting 

announcement. It is more around deploying ready-to-use modular infrastructure for data centers, which is 

inclusive of compute, power and cooling, like we showed in the OCP. So if you're ramping up a data center and 

you need a modular, scalable architecture and solution, then that's the partnership that we showed with NVIDIA 

yesterday, and we showed in OCP that we'd be deploying in large scale as you see these data center 
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investments come out. So that is more around data center infrastructure investment from our customers. So super 

exciting, right? So if you want to take out – if you want to reduce lead time to deploy these infrastructure, you'll be 

able to do that with this partnership we've announced. So that's one thing. 

 

I'd say the second, internally to our own factories, I'd say there's significant amount of work to be done within our 

own factories in terms of deploying AI and robotics. You have seen that in the past, we have really delivered a lot 

of productivity within our factories. That being said, I'm super excited about kind of what the future holds because, 

obviously, there's a lot to be done, not just in terms of hardware robotics, but in terms of software capabilities 

using AI that'll really drive productivities in our factory and drive efficiency in everything from our back office to 

how we operate. 

 

So, whether it's projects that are in processes and functions or whether it's projects that is how we do planning or 

scheduling or any part of that in our factories, AI is going to really accelerate kind of the productivity we deploy 

and the efficiency we deploy in how we work with our customers. So a lot to do there, Mark, but really exciting 

times, I would say, for the manufacturing space and how we use these tools and capabilities. 
 .....................................................................................................................................................................................................................................................................  

Mark Delaney 
Analyst, Goldman Sachs & Co. LLC Q 
Thank you. 
 .....................................................................................................................................................................................................................................................................  

 

Operator: Thank you. We've reached the end of our question-and-answer session. I'd like to turn the floor back 

over to our CEO for any closing remarks. 
 .....................................................................................................................................................................................................................................................................  

Revathi Advaithi 
Chief Executive Officer & Director, Flex Ltd. 

Thank you. So we look forward to speaking to you again next quarter. On behalf of the entire leadership team, I 

want to sincerely thank our customers for their trust, our shareholders for your continued support and the Flex 

team around the world for your dedication and your contributions. Thank you, everyone. 
 .....................................................................................................................................................................................................................................................................  

 

Operator: Thank you. This now concludes today's conference call. Thank you for joining. You may now 

disconnect. 
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