Applied Materials reports record 2025 with growth driven by AI chip market despite geopolitical headwinds
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Applied Materials, Inc. has reported a record financial year for 2025, demonstrating resilience and strategic leadership despite facing significant geopolitical and market headwinds. The company posted annual revenue of $28.4 billion, a 4% increase compared to the previous year, and achieved a non-GAAP gross margin of 48.8%, the highest in 25 years. This robust performance highlights Applied Materials’ operational efficiency and strong market position across all business segments.
A key driver of this growth has been the company’s dominant standing in AI-driven semiconductor segments. Applied Materials secured the number one position in leading-edge foundry/logic and DRAM markets, which are expected to be the fastest-growing sectors amid rising demand for AI technologies. These segments, particularly DRAM, saw significant revenue gains with leading-edge DRAM customers increasing activity by around 50%. The company’s advanced packaging business is also on an aggressive growth trajectory, projected to double to approximately $3 billion in the coming years. This growth is underpinned by leadership in high-bandwidth memory necessary for increased AI data processing.
Adding to its competitive edge, Applied Materials introduced three cutting-edge products: the Xtera epitaxy system, Kinex die-to-wafer bonder, and PROVision 10 eBeam metrology. These technological innovations are designed to support the company’s stronghold in advanced semiconductor manufacturing and data-driven AI applications.
However, the company’s gains in technology and market leadership have been tempered by significant challenges stemming from U.S. trade restrictions on semiconductor equipment exports to China. China’s importance as a market has diminished from accounting for 45% of Applied Materials’ revenue in early fiscal 2024 to around 29% by the fourth quarter. This reduction reflects broader geopolitical tensions and tightened export controls, which have curtailed the company's ability to serve more than 20% of the China wafer fab equipment market. Competitors outside the U.S. have capitalised on this vacuum, further compressing Applied Materials’ market share in the region.
Looking ahead, Applied Materials anticipates continued growth driven by AI data centre investments and increasing demand for leading-edge foundry/logic and DRAM segments. The firm forecasts quarterly revenue of approximately $6.85 billion, slightly above earlier analyst estimates. CEO Gary Dickerson noted that wafer fabrication equipment spending is expected to improve in the latter half of 2026, despite the current drag from export curbs and a potential slowdown in the ICAPS (Integrated Circuit Advanced Packaging Systems) market, which could pose headwinds.
Financial discipline remains a core element of Applied Materials’ strategy. The company reported free cash flow of $5.7 billion and nearly $8 billion in cash from operations. Investment in research and development rose by 10%, supporting the company’s innovation pipeline. Shareholder returns were also strong, with $6.3 billion distributed through dividends and share repurchases.
The company’s cautious but optimistic outlook balances strong prospects in AI-driven semiconductor growth against geopolitical and market challenges. It highlights the complexities facing chip-making equipment suppliers amid shifting global trade dynamics but underscores Applied Materials’ ability to navigate these pressures while maintaining technological leadership and financial strength.
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