United States District Court
Northern District of California

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

Case 4:18-cv-07669-HSG  Document 288  Filed 03/25/26 Page 1 of 50

UNITED STATES DISTRICT COURT
NORTHERN DISTRICT OF CALIFORNIA

In re NVIDIA CORPORATION Case No. 18-cv-07669-HSG

SECURITIES LITIGATION

ORDER DENYING MOTION TO
EXCLUDE AND GRANTING MOTION
FOR CLASS CERTIFICATION

REDACTED VERSION
Re: Dkt. Nos. 237, 257

Pending before the Court are Defendants’ motion to exclude the damages-related opinions
of Dr. Joseph R. Mason, Dkt. No. 257, and Plaintiffs’ motion for class certification, Dkt. No. 237.
The Court DENIES Defendants’ motion to exclude and GRANTS Plaintiffs’ motion for class
certification.

I. BACKGROUND

This is a consolidated securities class action brought by Plaintiffs Lannebo
Kapitalférvaltning AB (“Lannebo”!) and Stichting Pensioenfonds PGB (“PGB”) (collectively,
“Plaintiffs”) against Defendants NVIDIA Corporation (“NVIDIA”) and Jensen Huang, co-founder
and Chief Executive Officer (collectively, “Defendants”).? Plaintiffs allege violations of Sections
10(b) and 20(a) of the Securities Exchange Act of 1934 (the “Exchange Act”) and Rule 10b-5.
Dkt. No. 149 (“FAC”) 9] 174-75. Plaintiffs bring this securities action individually and “on

! Plaintiff Lannebo Kapitalforvaltning AB was formerly known as E. Ohman J:or Fonder AB.
Dkt. No. 237-7 § 3.

2 Prior Defendants Colette Kress, Chief Financial Officer and Executive Vice President, and Jeff
Fisher, Senior Vice President, have been dismissed from this case. See E. Ohman J:or Fonder AB
v. NVIDIA Corp., 81 F.4th 918, 946 (9th Cir. 2023) (affirming dismissal).




United States District Court
Northern District of California

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

Case 4:18-cv-07669-HSG  Document 288  Filed 03/25/26  Page 2 of 50

behalf of all others who purchased or otherwise acquired common stock of NVIDIA Corporation”
between August 10, 2017, and November 15, 2018, inclusive (the “Class Period”). Id. at 4; Dkt.
No. 237 at 7.

A. Factual Background

The Court summarizes the relevant allegations below. A more complete description of the
allegations—particularly of the alleged misstatements—is included in the Court’s prior order on
Defendants’ motion to dismiss. See Dkt. No. 174 at 2—8.

a. NVIDIA

NVIDIA “is a multinational technology company” that produces graphics processing units
(“GPUs”), processors that are used for rendering computer graphics. FAC 9 1, 38. NVIDIA’s
GPU business is divided into five market segments, two of which are most relevant to this case.
1d. § 39. The first is the Gaming segment, which includes chips designed for video games and is
comprised primarily of the “GeForce” GPU product line. /d. 99 39—40. The second is the
Original Equipment Manufacturer & IP (“OEM”) segment, which includes chips designed for
devices such as tablets and phones. /d. 4 39. “In every quarter of the Class Period, Gaming
revenues exceeded those of the four other segments combined.” 7d. q 40.

b. Crypto-Mining and GPUs

Generally, cryptocurrencies (or “crypto”) are digital tokens exchanged through peer-to-
peer Internet transactions. Id. 49 44, 47. These transactions are verified on a “decentralized,
immutable ledger,” through a process referred to as “crypto-mining,” or simply “mining.” Id.
99 45-47. Miners eventually turned to “GPUs, which could execute the computationally intensive
work of crypto-mining hundreds of times faster” than CPUs in home computers. /d. § 52. Due to
the significant costs, crypto-mining is only profitable when prices for cryptocurrencies are above a
certain level. Id. 9 54. Thus, “[b]ecause cryptocurrency prices have swung wildly over their short
history, . . . the demand for mining hardware—including GPUs—has proven extremely volatile.”
Id. 9§ 55.

In 2017, prices in the cryptocurrency market began to climb, creating new demand for

GPU processing power. Id. 9 52, 60, 62. The Ethereum network and its Ether token, “[t]he most
2
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significant” new cryptocurrency at the time, “temporarily peaked at over $400 per token in June
[2017]” and over $1,400 per token in January 2018, “an increase of more than 13,000% in a single
year.” Id. 4 60. “During this run up in GPU-mined cryptocurrency prices, miners turned to
NVIDIA— specifically, its enormously popular line of GeForce Gaming GPUs—and began to
purchase GeForce GPUs in droves.” I1d. § 61.

In May 2017, NVIDIA launched a special GPU designed specifically for cryptocurrency
mining (“Crypto SKU”). Id. 9 6. Revenues from Crypto SKU sales were reported in NVIDIA’s
OEM segment, not the Gaming segment. /d. Plaintiffs allege that “[1]Jaunching the Crypto SKU
and reporting its sales in the OEM segment thus allowed Defendants to claim that any mining-
related revenues were cordoned off in OEM, creating the impression that NVIDIA’s crown jewel
Gaming business was insulated from crypto-related volatility (and the crash in demand that would
follow the cryptocurrency markets’ inevitable bust).” /d.

c¢. Summary of Alleged False and Misleading Statements

“Throughout the Class Period, NVIDIA reported skyrocketing revenues in its core Gaming
segment.” Id. 9 63. Plaintiffs allege that “investors and analysts alike questioned whether those
revenues truly derived from GeForce GPU sales to gamers or, rather, were from sales of GeForce
GPUs to cryptocurrency miners, whose demand was at risk of disappearing if the economics of
mining turned negative.” Id. § 64. Plaintiffs allege that three categories of representations in
Defendants’ public statements were materially false and misleading “and concealed from investors
the enormous risk to NVIDIA’s financial results posed by the Company’s outsized exposure to

crypto-mining”:

First, Defendants represented to investors that revenues from sales of
its products to cryptocurrency miners were insignificant overall.
Second, Defendants asserted that NVIDIA’s soaring Gaming
revenues indeed resulted from sales “for gaming”—not
cryptocurrency mining. And third, Defendants represented that
NVIDIA’s cryptocurrency-related revenues were contained primarily
in the Company’s OEM reporting segment, when in fact, almost two-
thirds of such revenue came from GeForce sales recorded in its
Gaming segment.

1d. q 62 (emphasis omitted).

Plaintiffs specifically identify eight related sets of misrepresentations:

3
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e On August 10, 2017, NVIDIA held its second-quarter fiscal year 2018 earnings call.’
FAC 4 179. A Goldman Sachs analyst asked, “So Q2 revenue came in roughly about
$250 million above your guide. Can you confirm what some of the drivers were to the
upside relative to your guidance? Was it all cryptocurrency or was it a combination of

multiple things?” Dkt. No. 254-7, Ex. G at 8.* 3 Defendant Huang responded:

[TThe $250 million, you could see in our — what we categorized under
the OEM SKUs, basically the cryptocurrency SKUs. And that, if you
reverse-engineered it out, I think, is approximately $150 million. And
I — and we serve the vast — I would say, the large majority of the
cryptocurrency demand out of that specialized product[]. There’re
still small miners that buy GeForces here and there, and that probably
also increased the demand of GeForces.

Id.; see also FAC 9 179.°

e On August 12, 2017, VentureBeat published an article that included a transcript of an

3 The Court will refer to this as the “Q2 FY18” earnings call. It will adopt a similar shorthand
when discussing fiscal quarters throughout this order. “Fiscal year 2018 ran from February 1,
2017, to January 31, 2018,” and so on. FAC 422 n.1.

# Pincites refer to ECF pagination unless otherwise noted.

> Defendants ask the Court to take judicial notice of 33 exhibits attached to their opposition to
Plaintiffs’ motion for class certification. Dkt. No. 256 at 2. Plaintiffs do not oppose this request
or challenge the accuracy of these exhibits. The Court GRANTS Defendants’ request.

Exhibits G, J, N, R, W, Y, EE, and NN are transcripts of earnings calls and public statements at
conferences and a shareholder meeting, and the Court may take judicial notice of “what was in the
public realm at the time.” Von Saher v. Norton Simon Museum of Art at Pasadena, 592 F.3d 954,
960 (9th Cir. 2010) (quotation omitted). For the same reason, the Court may take judicial notice
of the analyst reports in Exhibits K, FF, and OO, and the publicly available news articles and
websites in Exhibits H, L, P, S, U, V, X, BB, and II. Similarly, Exhibits D, I, M, T, DD, JJ, MM,
PP, QQ, RR, SS, and TT are publicly available SEC filings, and their accuracy cannot reasonably
be questioned. Metzler Inv. GMBH v. Corinthian Colls., Inc., 540 F.3d 1049, 1064 n.7 (9th Cir.
2008) (noting that SEC filings are properly subject to judicial notice). For each of the above
exhibits, the Court takes judicial notice “solely as an indication of what information was in the
public realm at the time.” Von Saher, 592 F.3d at 960. Finally, the Court may take judicial notice
of historical cryptocurrency prices in Exhibit YY where, as here, their accuracy cannot reasonably
be questioned. Metzler, 540 F.3d at 1064 n.7 (addressing historical stock prices).

® Frustratingly, Plaintiffs repeatedly quote Huang as saying, “[W]e serve the vast . . . majority of
the cryptocurrency demand out of that specialized product.” See, e.g., Mot. at 9, 11; Reply at 11;
Dkt. No. 270-3 9 25. Defendants rightfully call Plaintiffs out for mischaracterizing this quote,
Opp. at 10 n.3, yet Plaintiffs continue to do so in their reply. It is ironic that Plaintiffs argue about
sometimes subtle differences in degree between terms like “a lot” and a “great deal,” yet they
paper over such a distinction here. Plaintiffs mischaracterize evidence like this in the future at
their peril.
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interview with Defendant Huang. FAC q 183. The interviewer asked if Defendant
Huang “sa[id] a hallelujah for cryptocurrency.” Id. Huang responded: “No?
Cryptocurrency is around. But it represented only a couple hundred million dollars,
maybe $150 million or so. [Crypto mining] comes and goes. . . . We’re not opposed to
it. But our core business is elsewhere.” Dkt. No. 254-8, Ex. H at 4; see also FAC
q183.

On August 23, 2017, Defendant NVIDIA filed its Q2 FY18 Form 10-Q, which stated
that “GPU business revenue increased by 59%” year-over-year, which “was due
primarily to increased revenue from sales of GeForce GPU products for gaming.” Dkt.
No. 254-9, Ex. I at 12; see also FAC 9§ 187.

On November 10, 2017, VentureBeat published another article in which Defendant
Huang reportedly stated that cryptocurrency “is small but not zero. For us it is small
because our overall GPU business is so large.” Dkt. No. 254-12, Ex. L at 4; see also
FAC § 196. Defendant Huang also said that “[crypto is] going to remain small for us.
Maybe $70 million. It’s large for somebody else. But it is small for us.” Ex. L at 5;
see also FAC 9§ 196.

On November 21, 2017, Defendant NVIDIA filed its Q3 FY 18 Form 10-Q which
stated that “GPU business revenue increased by 31%” year-over-year, which “was due
primarily to increased revenue from sales of GeForce GPU products for gaming.” Dkt.
No. 254-13, Ex. M at 12; see also FAC 9 200.

On February 9, 2018, in an article published by Barron’s, Defendant Huang was
reported to have said that “crypto was a real part of our business this past quarter, even
though small, overall.” Dkt. No. 254-19, Ex. S at 2; see also FAC 9 207.

On March 26, 2018, in an article published by TechCrunch, Defendant Huang was
reported to have said that “he still attributes crypto’s demands as a small percentage of
[NVIDIA’s] overall business.” Dkt. No. 254-21, Ex. U at 5; see also FAC 9 210.

On March 29, 2018, Defendant Huang appeared on the CNBC show Mad Money. FAC

9213. When asked about the growth of cryptocurrency risks, Defendant Huang stated:
5
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[O]ur core growth drivers come from video games. It comes from
professional graphics visualization . .. [and] from our data center
business, which is now a multi-billion dollar business doubling each
year, as well as in several years our autonomous vehicle business. So,

those are our primary growth drivers. . . . Cryptocurrency just gave it
that extra bit of juice that caused all of our GPUs to be in such great
demand.

Dkt. No. 254-22, Ex. V at 4; see also FAC 4 213. He also agreed with the host that “if
people think [crypto] is that important, then they’re going to miss the bigger picture.”
Ex. V at 4.

In addition, Plaintiffs allege that Defendant Huang’s answers during the Q2 FY 19 earnings
call on August 16, 2018, were materially false and misleading. FAC §216. When asked about
excess inventory, Huang responded, “We’re expecting the channel inventory to work itself out.
We are the masters at managing our channel, and we understand the channel very well. . .. [W]e
have plenty of opportunities as the — as we go back to the back-to-school and the gaming cycle to
manage the inventory, so we feel pretty good about that.” Dkt. No. 254-31, Ex. EE at 12; see also
FAC q 216. Plaintiffs allege that these statements were materially false and misleading because
(1) “throughout the Class Period, the overwhelming majority of NVIDIA’s cryptocurrency-related
revenues . . . [were] made through the Gaming segment, not through the OEM segment’s Crypto
SKU”; and (2) “[NVIDIA] had a massive glut of unsold GeForce GPUs that NVIDIA had
amassed to satisfy the anticipated demand, which no longer existed, from crypto-miners.” FAC
q1217.

d. Corrective Disclosures

“In the spring of 2018, the cryptocurrency markets started to weaken,” and “[t]he facade of
the Gaming segment’s invulnerable growth began to crumble.” Id. q 16. Plaintiffs claim that
Defendants were forced to partially reveal the truth on August 16, 2018, when they lowered their
revenue guidance and acknowledged that “a great deal” of cryptocurrency miners had bought
GeForce Gaming GPUs and that GeForce inventories “had ballooned more than 36% . . .,
reflecting the glut of supply that followed the end of crypto-related demand.” Id. 49 17, 155; Dkt.
No. 254-30, Ex. DD at 18; Ex. EE at §, 10, 13. Defendants also stated that they were “now

projecting no [cryptocurrency] contributions going forward.” FAC q 155; Ex. EE at 5, 8, 13, 16.
6
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Following these disclosures, NVIDIA stock price fell by 4.9%. FAC 9 156.

Plaintiffs then claim that “it became fully apparent to the market [on November 15, 2018]
that, contrary to Defendants’ earlier representations, NVIDIA’s revenues were unduly dependent
on cryptocurrency mining,” as NVIDIA cut its revenue guidance for the fourth quarter,
“[a]ttributing the reversal to a ‘sharp falloff in crypto demand.”” Id. q 18; see also Dkt. No. 254-
39, Ex. MM at 17, 19; Dkt. No. 254-40, Ex. NN at 5. CFO Kress stated that “Gaming was short of
expectations as post crypto channel inventory took longer than expected to sell through,” and
“Gaming card prices, which were elevated following the sharp crypto falloff, took longer than
expected to normalize.” FAC 9 161 (emphasis omitted); Ex. NN at 5. Kress also stated that gross
margin results were “below our outlook due to the $57 million charge for prior architecture
components and chips following the sharp falloff in crypto demand.” Ex. NN at 7; FAC q 161.
Plaintiffs claim that this also revealed that “Defendants’ purported ‘mastery of the channel’ had
been a fiction; to the contrary, they had flooded the channel with GeForce inventory to meet
crypto-miners’ demand just as that demand began its inevitable decline.” FAC 9 162. Following
these alleged disclosures, NVIDIA stock price “plummeted 28.5% over two trading sessions.” Id.
q171.

B. Procedural Background

In March 2021, the Court dismissed Plaintiffs’ complaint for a second time for failure to
adequately plead scienter. Dkt. No. 174 at 22. The Ninth Circuit affirmed with respect to
Defendants Kress and Fisher, but reversed with respect to Defendants Huang and NVIDIA. E.
Ohman J:or Fonder AB v. NVIDIA Corp., 81 F.4th 918, 947 (9th Cir. 2023). Plaintiffs moved for
certification of a 23(b)(3) class in July 2025. See generally Mot.

II. MOTION TO EXCLUDE

Pending before the Court is Defendants’ motion to exclude the damages-related opinions
of Dr. Joseph R. Mason. Dkt. No. 257 (“Mot.”); Dkt. No. 263 (“Opp.”); Dkt. No. 264 (“Reply”).
The Court DENIES the motion.

A. Legal Standard

Federal Rule of Evidence 702 allows a qualified expert to testify “in the form of an opinion

7
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or otherwise” where:

(a) the expert’s scientific, technical, or other specialized knowledge
will help the trier of fact to understand the evidence or to determine a
fact in issue;

(b) the testimony is based on sufficient facts or data;

(c) the testimony is the product of reliable principles and methods;
and

(d) the expert’s opinion reflects a reliable application of the principles
and methods to the facts of the case.

Fed. R. Evid. 702. Expert testimony is admissible under Rule 702 if it is both relevant and
reliable. See Daubert v. Merrell Dow Pharms., Inc., 509 U.S. 579, 597 (1993). “[R]elevance
means that the evidence will assist the trier of fact to understand or determine a fact in issue.”
Cooper v. Brown, 510 F.3d 870, 942 (9th Cir. 2007); see also Primiano v. Cook, 598 F.3d 558,
564 (9th Cir. 2010) (“The requirement that the opinion testimony assist the trier of fact goes
primarily to relevance.” (quotation omitted)). Under the reliability requirement, the expert
testimony must “ha[ve] a reliable basis in the knowledge and experience of the relevant
discipline.” Primiano, 598 F.3d at 565. To ensure reliability, the Court “assess[es] the [expert’s]
reasoning or methodology, using as appropriate such criteria as testability, publication in peer
reviewed literature, and general acceptance.” Id. at 564.

B. Discussion

Plaintiffs’ damages expert, Dr. Mason, proposes using “a well-established and widely
accepted approach based on ‘out-of-pocket’ losses” to calculate class-wide damages, which takes
“the difference between: (a) price inflation at the time the securities were purchased (or acquired);
and, if necessary, (b) price inflation at the time the securities were sold after one or more curative
events.” Dkt. No. 237-2 (“Mason Rpt.”) 49/ 99, 106. Dr. Mason claims he can “measure the
impact of a curative event on NVIDIA’s common stock price using the abnormal returns, if any,
that followed such disclosure, as determined through an event study approach.” Id. § 102. “If
information unrelated to the alleged fraud (i.e., ‘confounding information”) was also released at or
about the same time as the curative events,” then Dr. Mason “would evaluate whether such
confounding information is responsible for all or some of the abnormal stock price return.” /d.

9 103. To do so, Dr. Mason would “isolate the portion of such price decline caused by the

8
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confounding information so as to ‘disaggregate’ the price impact” using “a variety of means by
which [he] could analyze potentially confounding information (in accordance with Plaintiffs’
theory of liability) . . . including standard financial analysis and valuation tools.” /d.

Defendants argue that Dr. Mason’s damages-related opinions, id. § 11, 97-108, should be
excluded because (1) he “does not account for factors outside of NVIDIA’s control that he admits
would have contributed to the alleged artificial inflation of NVIDIA’s stock price”; (2) he “does
not explain how he would disaggregate damages attributable to the alleged misstatements that
survived the Ninth Circuit appeal from those that did not”; and (3) his event study is not grounded
in Plaintiffs’ theory of liability and “fails to account for the portion of the drop in share price
attributable to the materialization of risks the market already knew existed.” Mot. at 6-7.

“Plaintiffs may rely on an unexecuted damages model to demonstrate that damages are
susceptible to common proof.” Lytle v. Nutramax Lab’ys, Inc., 114 F.4th 1011, 1032 (9th Cir.
2024). “[W]here an expert’s model has yet to be fully developed, a district court is limited at class
certification to making a predictive judgment about how likely it is the expert’s analysis will
eventually bear fruit. This still requires determining whether the expert’s methodology is reliable,
so that a limited Daubert analysis may be necessary, but the more full-blown Daubert assessment
of the results of the application of the model would be premature.” Id. at 1031. “The fact that a
model is underdeveloped may weigh against a finding that it will provide a reliable form of
proof. Merely gesturing at a model or describing a general method will not suffice to meet this
standard. Rather, plaintiffs—or their expert—must chart out a path to obtain all necessary data
and demonstrate that the proposed method will be viable as applied to the facts of a given case.”
Id. at 1032.

Plaintiffs have met this burden. This evidence is clearly relevant to the Rule 23
predominance inquiry, and Defendants do not challenge Dr. Mason’s credentials (including his
experience with similar models) or the general reliability of out-of-pocket models as a statistical
tool for calculating class-wide damages. “Courts in this District have regularly found that the
methodology proposed by [Dr. Mason] satisfies Comcast” and demonstrates sufficient class-wide

proof. SEB Inv. Mgmt. AB v. Wells Fargo & Co., No. 22-CV-03811-TLT, 2025 WL 1243818, at
9
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*8 (N.D. Cal. Apr. 25, 2025) (allowing Dr. Mason’s out-of-pocket methodology at class
certification stage for stock inflation case); City of Sunrise Firefighters’ Pension Fund v. Oracle
Corp., No. 18-CV-04844-BLF, 2022 WL 1459567, at *7—*10 (N.D. Cal. May 9, 2022) (collecting
cases).

“[H]ere there is no dispute that [Dr. Mason’s] analysis is capable of measuring class[-]wide
damages, at least in the abstract, and the only real question at this stage is whether Dr. [Mason]
will properly apply the method to the facts of the case.” Lytle, 114 F.4th at 1033. Dr. Mason has
explained that he will use “standard financial analysis and valuation tools” to remove confounding
price impact and will use the facts of the case to address differential inflation over the Class
Period. Mason Rpt. 9 103, 105; see also Dkt. No. 263-8, Ex. G at 50:21-51:25 (stating in
deposition that “standard financial tools” like “discounted cash flow techniques, potential
comparables techniques, [and] multiples techniques” could be used to “disaggregate the impact of
confounding information”). The lack of specificity here may undercut the weight of the testimony
somewhat, but it is sufficient to “chart out a path to obtain all necessary data and demonstrate that
the proposed method will be viable.” Lytle, 114 F.4th at 1032.” The Court will consider
Defendants’ challenges when evaluating the weight of this evidence in the predominance inquiry,
and Defendants may challenge Dr. Mason’s executed model at a later stage.® For now, the Court
DENIES the motion.

III.  MOTION FOR CLASS CERTIFICATION

Pending before the Court is Plaintiffs’ motion for class certification. Dkt. No. 287-2

7 Similarly, while the challenges of disaggregating the non-actionable and actionable statements
may be relevant later, the Court is not persuaded that they render the methodology unreliable as
applied to this case. See also Ex. G at 118:20-119:6 (arguing that actionable and non-actionable
misrepresentations say essentially the same thing).

8 Defendants raise several arguments that go to the merits of the predominance inquiry, including
citing cases in the Fourth and Sixth Circuits that have considered or are considering whether
“plaintiffs can satisfy Comcast by reciting a generally applicable rule for measuring damages and
promising to develop a methodology later.” See, e.g., Reply at 11-12. These are class
certification questions, not arguments about admissibility. The Court addresses Defendants’
Comcast-related challenges in more detail below. Cf. MacDougall v. Am. Honda Motor Co., No.
20-56060, 2021 WL 6101256, at *1 (9th Cir. Dec. 21, 2021) (non-precedential case noting that
admissibility is a distinct inquiry from the one mandated by Comcast).

10
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(“Mot.”); Dkt. No. 253 (“Opp.”); Dkt. No. 287-3 (“Reply”); Dkt. No. 279 (“Sur-Reply”).” The
Court held a hearing on the motion, Dkt. No. 284 (“Tr.”), and now GRANTS it.

A. Basic Legal Standard

Federal Rule of Civil Procedure 23(a) provides that a district court may certify a class only
if: “(1) the class is so numerous that joinder of all members is impracticable; (2) there are
questions of law or fact common to the class; (3) the claims or defenses of the representative
parties are typical of the claims or defenses of the class; and (4) the representative parties will
fairly and adequately protect the interests of the class.” Fed. R. Civ. Proc. 23(a). That is, the class
must satisfy the requirements of numerosity, commonality, typicality, and adequacy of
representation to maintain a class action. See Mazza v. Am. Honda Motor Co., Inc., 666 F.3d 581,
588 (9th Cir. 2012), overruled on other grounds by Olean Wholesale Grocery Coop., Inc. v.
Bumble Bee Foods LLC, 31 F.4th 651 (9th Cir. 2022).

If the four prerequisites of Rule 23(a) are met, a court also must find that the plaintiff
“satisf[ies] through evidentiary proof” one of the three subsections of Rule 23(b). Comcast Corp.
v. Behrend, 569 U.S. 27,33 (2013). Rule 23(b)(3) applies where there is both “predominance”
and “‘superiority,” meaning “questions of law or fact common to class members predominate over
any questions affecting only individual members, and . . . a class action is superior to other
available methods for fairly and efficiently adjudicating the controversy.” Fed. R. Civ. Proc.
23(b)(3). Where “one or more of the central issues in the action are common to the class and can
be said to predominate, the action may be considered proper under Rule 23(b)(3) even though
other important matters will have to be tried separately, such as damages or some affirmative
defenses peculiar to some individual class members.” Tyson Foods, Inc. v. Bouaphakeo, 577 U.S.
442,453 (2016) (quotation omitted). Plaintiffs bear the burden of demonstrating that common
questions will predominate over individual ones under Rule 23(b)(3) by a preponderance of the
evidence. Olean Wholesale Grocery Coop., Inc. v. Bumble Bee Foods LLC, 31 F.4th 651, 665

(9th Cir. 2022). The Court considers whether Plaintiffs have demonstrated that “the same

? The Court granted Defendants leave to file a sur-reply. Dkt. No. 278.

11
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evidence will suffice for each member to make a prima facie showing [or] the issue is susceptible
to generalized, class-wide proof,” or if “members of a proposed class will need to present evidence
that varies from member to member.” Tyson Foods, 577 U.S. at 453 (quotation omitted).

“Rule 23 grants courts no license to engage in free-ranging merits inquiries at the
certification stage.” Amgen Inc. v. Conn. Ret. Plans & Tr. Funds, 568 U.S. 455, 466 (2013).
“Merits questions may be considered to the extent—but only to the extent—that they are relevant
to determining whether the Rule 23 prerequisites for class certification are satisfied.” Id. Courts
“must take the substantive allegations of the complaint as true” but “need not accept conclusory or
generic allegations regarding the suitability of the litigation for resolution through class action.”
Keilholtz v. Lennox Hearth Prods. Inc., 268 F.R.D. 330, 335 (N.D. Cal. 2010).

B. Statute of Repose

Defendants briefly argue that because the unnamed class members are not yet parties,
“[w]ere the proposed class to be certified now, Defendants would face new claims from new
parties regarding events that occurred over seven years ago, in plain violation of the [Exchange
Act’s] five-year statute of repose and the Rules Enabling Act.” Opp. at 30.

The Court disagrees. The complaint was filed well within the necessary five-year period.
“[TThe filing of a timely class action complaint commences the action for all members of the class
as subsequently determined.” Am. Pipe & Const. Co. v. Utah, 414 U.S. 538, 550 (1974)
(“American Pipe”). Several courts have already rejected Defendants’ argument for this reason.
See In re SunEdison, Inc. Sec. Litig., 329 F.R.D. 124, 145 (S.D.N.Y. 2019) (“Upon certification of
the class, the claims of the class members are deemed to have been asserted on the date that the
individual plaintiff commenced the action. That the timeliness of an absent class member’s claim
is measured from the date that the class representative filed suit, rather than, for example, the date
of the Court’s certification order, does no offense to the . . . repose period.”); In re NIO, Inc. Sec.
Litig., No. 19-CV-1424 (NGG) (JRC), 2023 WL 5048615, at *3—*5 (E.D.N.Y. Aug. 8, 2023)
(collecting cases).

Defendants’ cited case is distinguishable, as it barred an individual who had opted out of a

securities class from subsequently filing a new individual action outside of the statute of repose’s
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three-year period. See Cal. Pub. Emps.’ Ret. Sys. v. ANZ Secs., Inc., 582 U.S. 497, 504 (2017)
(“CalPERS”). Defendants note that Ca/PERS held that American Pipe’s tolling rule could not
extend the time period imposed by a statute of repose. Opp. at 30 n. 13 (citing CalPERS, 582 U.S.
at 516). But that tolling rule—which allowed individual intervenors after class certification was
denied on the grounds that the statute of limitations had been tolled while the class action was
pending, American Pipe, 414 U.S. at 552—53—is not at issue here where no one is contemplating
commencing a new action or joining new individual suits. The Court in CalPERS was concerned
about “permitting a class action to splinter into individual suits,” which is the kind of uncertainty a
statute of repose is designed to guard against. 582 U.S. at 512, 516. Allowing existing class
members to certify their timely suit without any additional actions is not comparable.

C. Rule 23(a) Factors

The parties do not dispute that numerosity, commonality, typicality, and adequacy are
satisfied, and the Court finds that these uncontested Rule 23(a) requirements are met. NVIDIA
had at least 595 million outstanding shares and an average weekly trading volume of 66.1 million
shares during the Class Period, which “support[s] a ready inference that thousands of
geographically dispersed investors comprise the proposed Class.” Mot. at 17 (citing Mason Rpt.
99 39, 80); cf. Pardi v. Tricida, Inc., No. 21-CV-00076-HSG, 2024 WL 4336627, at *4 (N.D. Cal.
Sept. 27, 2024). There is at least one common question in this case, including (1) whether
Defendants made material misrepresentations or omissions to investors during the Class Period;
(2) whether Defendants acted with scienter; and (3) whether Defendant Huang exercised control
over NVIDIA. Mot. at 18. Plaintiffs are typical because they, like all class members, purportedly
“purchased NVIDIA stock at artificially inflated prices during the Class Period.” Id. (citing Dkt.
No. 42-3). Finally, Plaintiffs contend that they have and will work diligently to protect class
members’ interests, there are no apparent conflicts of interest, and counsel has substantial
experience in litigating securities class actions. See Dkt. No. 237-7 (Lannebo declaration); Dkt.
No. 237-8 (PGB declaration); Dkt. No. 237-9 (KTMC resume); Dkt No. 237-10 (BLBG resume).

D. Superiority

The parties similarly do not dispute superiority. Courts examine four factors to determine
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superiority: (1) the class members’ interests in individually controlling the prosecution or defense
of separate actions; (2) the extent and nature of any litigation concerning the controversy already
begun by or against class members; (3) the desirability or undesirability of concentrating the
litigation of the claims in the particular forum; and (4) the likely difficulties in managing a class
action. Fed. R. Civ. Proc. 23(b)(3)(A)—~(D). Plaintiffs contend that the proposed class is dispersed
around the country and the cost of litigating on an individual basis is much higher than any likely
individual recovery. Mot. at 28. Plaintiffs are unaware of any other Section 10(b) actions against
Defendants related to the fraud alleged here. /d. Concentration of this litigation in this forum
promotes efficiency and avoids inconsistent adjudication. And Plaintiffs do not anticipate any
unusual difficulties in maintaining this case as a class action. /d. Accordingly, superiority is
satisfied.

E. Predominance

The central dispute in this case concerns predominance. For violations of Section 10(b)
and Rule 10b-5 (and thus Section 20(a)), a plaintiff must show: “(1) a material misrepresentation
or omission by the defendant; (2) scienter; (3) a connection between the misrepresentation or
omission and the purchase or sale of a security; (4) reliance upon the misrepresentation or
omission; (5) economic loss; and (6) loss causation.” See Amgen, 568 U.S. at 460—61 (quotation
omitted); see also Howard v. Everex Sys., Inc., 228 F.3d 1057, 1065 (9th Cir. 2000) (requiring a
predicate violation of federal securities laws for Section 20(a) claim). Whether the predominance
requirement of Rule 23(b)(3) is satisfied hinges on whether reliance can be resolved on a class-
wide basis. Plaintiffs argue that they have shown predominance under either the fraud-on-the-
market presumption discussed in Basic Inc. v. Levinson, 485 U.S. 224 (1988), or the presumption
discussed in Affiliated Ute Citizens of Utah v. United States, 406 U.S. 128 (1972). Mot. at 21.
The Court finds that Plaintiffs are entitled to the Basic presumption, which Defendants have failed

to rebut.'°

10 As a result, the Court does not reach Plaintiffs’ Affiliated Ute argument.
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a. Basic Presumption
i.  Legal Standard

The Basic fraud-on-the-market presumption arose “as a practical response to the
difficulties of proving direct reliance in the context of modern securities markets, where
impersonal trading rather than a face-to-face transaction is the norm.” SEB Inv. Mgmt. AB v.
Symantec Corp., 335 F.R.D. 276, 283 (N.D. Cal. 2020). The presumption is based on the well-
founded principle that “a public, material misrepresentation will distort the price of stock traded in
an efficient market, and that anyone who purchases the stock at the market price may be
considered to have done so in reliance on the misrepresentation.” Halliburton Co. v. Erica P.
John Fund, Inc., 573 U.S. 258, 283-84 (2014) (“Halliburton I’). To invoke the Basic
presumption of class-wide reliance at the class certification stage, a plaintiff must show that (1) the
alleged misrepresentations were publicly known; (2) the stock traded in an efficient market; and
(3) the plaintiff traded the stock between the time when the misrepresentations were made and
when the truth was revealed. Goldman Sachs Grp., Inc. v. Arkansas Tchr. Ret. Sys., 594 U.S. 113,
118-19 (2021).1

Once a plaintiff has established the Basic presumption, a defendant can rebut it by
demonstrating that the misrepresentations did not actually affect the market price of the stock. Id.
at 119. Defendants “bear the burden of persuasion to prove a lack of price impact by a
preponderance of the evidence.” Id. at 117. “[I]t is Defendants’ burden to show the absence of
price impact — not merely to challenge Plaintiff[s] on the persuasiveness of [their] own price
impact claim — once Basic’s presumption of reliance attaches.” In re Allergan PLC Sec. Litig.,
2021 WL 4077942, at *10 (S.D.N.Y. Sept. 8, 2021) (quotation omitted) (emphasis in original).
“The defendant must ‘in fact’ ‘sever the link’ between a misrepresentation and the price paid by
the plaintiff—and a defendant’s mere production of some evidence relevant to price impact would

rarely accomplish that feat.” Goldman, 594 U.S. at 125 (cleaned up and quotation omitted)

' The Court has previously discussed the evolution of the Basic presumption more fully in Pardi,
2024 WL 4336627, at *5—*7.
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(emphasis in original). But the Supreme Court has also observed that the “defendant’s burden of
persuasion will have bite only when the court finds the evidence in equipoise—a situation that
should rarely apply.” Id. at 127."2

In these circumstances, “[t]he district court’s task is simply to assess all the evidence of
price impact—direct and indirect—and determine whether it is more likely than not that the
alleged misrepresentations had a price impact.” Id. at 126-27. Courts must “take into account all
record evidence relevant to price impact, regardless [of] whether that evidence overlaps with
materiality or any other merits issue,” and they should do so “aided by a good dose of common
sense.” Id. at 122, 124 (quotation omitted) (emphasis in original). The Supreme Court also
explained that “the district court must use the evidence to decide the price impact issue while
resisting the temptation to draw what may be obvious inferences for the closely related issues that
must be left for the merits.” Id. at 122 n.2 (quotation omitted).'> In short, Defendants have the
burden of showing that “alleged misrepresentation[s] did not actually affect the market price of the
stock,” with “the district court [serving] as the fact finder.” Jaeger v. Zillow Grp., Inc., No. 24-

6605, 2025 WL 2741642, at *1 (9th Cir. Sept. 26, 2025) (quotation omitted). *

12 As a practical matter, the Court is not entirely sure what Goldman meant by this observation. If
a defendant has the burden of persuasion to show the lack of any price impact, it would seem that
the burden would drive the result with some frequency, since proving this fact will be harder than
proving the fact that there was at least a little price impact.

13 As this Court has recently discussed in greater depth in Pardi, proving a lack of price impact
under Goldman, Halliburton II, and other cases in this lineage implicates arguments and evidence
required to prove merits issues, including materiality. This puts courts in the potentially
challenging position of assessing predominance without “‘thinking about a pink elephant,’ i.e.,
without paying attention to the obvious implications for the merits.” In re Allstate Corp. Sec.
Litig., 966 F.3d 595, 602 (7th Cir. 2020). Though Goldman gives guidance regarding a court’s
general task at class certification, the decision “requires careful trekking”—to say the least—as it
relates to merits-only issues. Arkansas Tchr. Ret. Sys. v. Goldman Sachs Grp., Inc., 77 F.4th 74,
81 (2d Cir. 2023). At the merits stage, parties will very likely point to the Court’s findings of fact
relevant to materiality, raising questions as to whether the Court has conclusively determined
these factual issues in deciding class certification. As this case demonstrates, resolving
predominance could require essentially a mini-trial with inescapable implications for the merits, in
advance of a full trial regarding the actual merits. For now, following the letter of Goldman, this
Court will not credit arguments from the parties at the merits stage assuming “what may be
obvious inferences” from its class certification decision. Goldman, 594 U.S. at 122 n.2 (quotation
omitted). Any findings of fact in this decision are cabined to the class certification analysis.

14 This is an unpublished, non-precedential decision that the Court considers for its persuasive
value.
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“[P]rice impact can be observed on the ‘front-end’ (i.e., misstatements causing or
maintaining inflation) or on the ‘back-end’ (i.e., a decline in price caused by the corrective
disclosures).” In re Apple Inc. Sec. Litig., No. 4:19-CV-2033-YGR, 2022 WL 354785, at *7 (N.D.
Cal. Feb. 4, 2022) (quotation omitted). “Plaintiffs typically try to prove the amount of inflation
indirectly” by pointing “to a negative disclosure about a company and an associated drop in its
stock price; alleg[ing] that the disclosure corrected an earlier misrepresentation; and then
claim[ing] that the price drop is equal to the amount of inflation maintained by the earlier
misrepresentation.” Goldman, 594 U.S. at 123.

ii.  Applying Goldman

Plaintiffs argue that they have established the Basic presumption and introduce evidence
showing that (1) the alleged misrepresentations were made publicly; (2) Plaintiffs and other class
members purchased NVIDIA stock after the misrepresentations but before the November 2018
disclosure; and (3) NVIDIA common stock traded in an efficient market. See Mot. at 21 (citing
Mason Report 9 10, 95-96; and FAC 9 179, 183, 187, 196, 200, 207, 210, 213, 216); see also
Mot. at 7 (limiting class to investors who purchased after first misrepresentation and before
corrective disclosure), 22—-26 (assessing factors supporting market efficiency). Defendants do not
dispute Plaintiffs’ entitlement to the presumption. The Court finds that Plaintiffs have put forth
sufficient evidence to trigger the presumption, such that the burden shifts to Defendants to rebut it.

Here, Defendants argue that “(1) none of the challenged statements increased NVIDIA’s
stock price on the ‘front end,” and (2) the alleged August and November 2018 stock drops (the
‘back end’) are not evidence that the challenged statements impacted the stock price.” Opp. at 17.
As discussed in detail below, the Court finds that, “it is more likely than not that the alleged
misrepresentations had [at least some] price impact.” Goldman, 594 U.S. at 127.

a. Front-End Price Impacts

Defendants first argue that there was no front-end price impact “because the alleged
misstatements did not increase the stock price.” Opp. at 17-18. They rely on an expert report
from Dr. Paul Zurek, who used an event study model, analyst reports, and prior publicly available

information to analyze NVIDIA’s stock price movements during the Class Period. Dkt. No. 261-1
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(“Zurek Rpt.”) 9942, 51. Dr. Zurek found that there was no statistically significant increase in
stock price after seven of the nine alleged misstatements. Id. 9 55, 63, 75, 82, 86, 90, 97. For
each of those misrepresentations, Dr. Zurek also observed that none of the analyst reports
published in the seven calendar days after these seven alleged misstatements attributed a positive
stock price reaction to the alleged misstatement. Id. 9 56, 64, 76, 83, 87, 91, 98. In most cases,
analysts did not mention the alleged misstatements at all. Id. 9 64, 76, 83, 87, 91.

Dr. Zurek also found that the statistically significant price increases following the
remaining two misstatements were not the result of the alleged misstatements. Id. Y 61, 73. The
first alleged misstatement was Defendant Huang’s observation in the August 12, 2017
VentureBeat article that cryptocurrency “represented only a couple hundred million dollars, maybe
$150 million or so” and “our core business is elsewhere. Id. § 57 (emphasis omitted); see FAC
9 183; Ex. H at 4. Dr. Zurek concluded that this information was already publicly available, since
Defendants had stated on August 10, 2017, that OEM cryptocurrency revenue was approximately
$150 million in Q2 FY 18, NVIDIA served some portion of cryptocurrency demand with GeForce
GPUs, and cryptocurrency revenue was less than 10% of NVIDIA’s quarterly revenue. Zurek
Rpt. 9 60; see Ex. G at 4, 8. NVIDIA’s stock price apparently went down following that August
10 disclosure. Zurek Rpt. § 55. In addition, Dr. Zurek found that none of the analyst reports
published in the subsequent seven calendar days attributed a positive reaction in NVIDIA’s stock
price to the alleged misrepresentation or mentioned the VentureBeat article at all. Id. 9 59. Based
on this, Dr. Zurek concluded that no evidence supports the claim that NVIDIA’s stock price
increased because of the misrepresentation. Id. 9 61.

The second alleged misstatement was Defendant Huang’s claim in the November 10, 2017
VentureBeat article that cryptocurrency revenue “is small but not zero” and amounted to “[mJaybe
$70 million. It’s large for somebody else. But it is small for us.” /d. § 69 (emphasis omitted);
FAC 4 196; Ex. L at 4-5. Dr. Zurek found that this information also was already publicly
available, since Kress stated the day before that NVIDIA’s “specific crypto [boards] equated to
about $70 million of revenue,” and Defendant Huang stated that “crypto will be a small but not

[zero] part of [NVIDIA’s] business.” Zurek Rpt. 9§ 72; see Dkt. No. 254-10, Ex. J at 5, 12 (noting
18




United States District Court
Northern District of California

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

Case 4:18-cv-07669-HSG  Document 288  Filed 03/25/26  Page 19 of 50

also that NVIDIA “met some of [the cryptocurrency] demand with a dedicated board in [its] OEM
business and a portion with GeForce GTX boards, though it’s difficult to quantify”’). And once
more, Dr. Zurek observed that none of the analyst reports attributed a positive reaction in
NVIDIA’s stock price to the alleged misstatement, and none mentioned the article at all. Zurek
Rpt. § 71. Dr. Zurek again concluded that no evidence supports the claim that NVIDIA’s stock
price increased because of the misrepresentation. Id. ¥ 73.

Plaintiffs argue that the statistically significant stock price increases following the August
12 and November 10 misrepresentations are evidence of front-end price impact. Reply at 16. But
Plaintiffs do not adequately rebut Dr. Zurek’s persuasive explanation that (1) the alleged
misstatements on these two days reiterated existing public information; and (2) analysts did not
mention the August 12 article at all in the week following its publication.'> Cf. In re Apache
Corp. Sec. Litig., No. 4:21-CV-00575, 2024 WL 532315, at *6—*7 (S.D. Tex. Feb. 9, 2024)
(finding no evidence of front-end impact despite a statistically significant increase after one
statement where “all sources attributed the price increase to an EBITDAX and production beat,
not to the alleged misrepresentation”); IBEW Loc. 98 Pension Fund v. Best Buy Co., 818 F.3d 775,
782 (8th Cir. 2016) (considering evidence that an alleged misstatement had already been made
public two hours earlier when assessing price impact).

Plaintiffs and their expert, Dr. Joseph Mason, argue that Defendants “do not offer any
explanation for these price increases or attribute them to something other than Huang’s
statements.” Reply at 16; see also Dkt. No. 270-3 (“Mason Reply”) 4 36. Such evidence could
have strengthened Zurek’s conclusion, but Goldman does not narrowly proscribe what evidence is
probative, and Defendants are not required to provide an alternative theory in order to discredit
price impact. Dr. Mason also argues that “it is premature to conclude that the market’s reaction to

the August 10 [misstatement] would have been fully reflected within a single trading day” and by

15 Plaintiffs> expert notes that “[w]hile analysts may not have mentioned the [November 10]
VentureBeat article by name,” at least one mentioned the $70 million figure and the “small but not
zero” comment. Dkt. No. 270-3 q 47. For this reason, the Court is only persuaded by the analyst
evidence for the August 12 statements.
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August 12. Mason Reply q 35. But an “efficient market is said to digest or impound news into the
stock price in a matter of minutes.” In re Finisar Corp. Sec. Litig., No. 5:11-CV-01252-EJD,
2017 WL 6026244, at *7 (N.D. Cal. Dec. 5, 2017) (quotation omitted).'® 17

However, the persuasive value of Defendants’ evidence is limited. First, while event
studies can be used to assess price impact, In re Waste Mgmt. Sec. Litig., 775 F. Supp. 3d 742, 763
(S.D.N.Y. 2025), “the lack of price movement on the dates of the alleged misrepresentations does
not [fully] rebut the Basic presumption,” Waggoner v. Barclays PLC, 875 F.3d 79, 104 (2d Cir.
2017); see also Carpenters Pension Tr. Fund of St. Louis v. Barclays PLC, 310 F.R.D. 69, 95
(S.D.N.Y. 2015) (“The failure of an event study to find price movement does not prove lack of
price impact with scientific certainty.”).

This is partially because the lack of a statistically significant price increase does not
eliminate “the possibility that the Alleged Misstatements prevented NVIDIA’s share price from
declining had the allegedly concealed truth been revealed.” Mason Reply 9 15. According to Dr.
Mason, “Plaintiffs allege that Defendants[’] Alleged Misstatements continued to cause NVIDIA’s
common stock to trade at artificially inflated prices until the truth was revealed through the
Corrective Disclosures.” Id. Outside of Dr. Mason’s reports, Plaintiffs do not clearly spell out
whether they are pursuing this kind of “inflation-maintenance” theory, as opposed to one where
the misstatements caused the stock price to rise. See Zurek Rpt. 9 196 (noting the same). The
Court understands Plaintiffs’ theory to be that NVIDIA’s stock was doing well in 2017 (in part

because of “flourish[ing]” Gaming revenue), and Defendants’ misstatements prevented the stock

16 The Court notes that the November 10 VentureBeat article was published only half a trading day
after the November 9 statements. Mason Reply 9 44. While Dr. Mason only challenges the
reaction timing for the August 10 statement, the Court notes that half a day was likely also enough
time for the market to digest the November 9 statements for the same reason.

17 Dr. Mason also disputes Dr. Zurek’s finding that there was no statistically significant price
impact from the February 9, 2018 Barron’s article, as there was a statistically significant impact at
a lower 90% confidence level. Mason Reply 4 57. Several courts have found that evidence “at the
90% confidence level . . . is below the conventional statistical measure of a 95% confidence level
and therefore is not sufficient evidence of a link between the corrective disclosure and the price.”
In re Moody’s Corp. Sec. Litig., 274 F.R.D. 480, 493 n.11 (S.D.N.Y. 2011); In re Intuitive
Surgical Sec. Litig., No. 5:13-CV-01920-EJD, 2016 WL 7425926, at *15 (N.D. Cal. Dec. 22,
2016) (same). As a result, the Court finds that this evidence supports Defendants’ theory of a lack
of price impact, even though it cannot prove a lack of price impact on its own.
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price from falling, as it otherwise would have when “wary” investors began questioning
cryptocurrency’s share of Gaming revenue in August 2017. See Mot. at 8-9; see also Reply at 7—
8 (citing cases discussing inflation-maintenance); FAC 9 65—66. Then, when the truth was
allegedly revealed in November 2018, that propped-up stock price fell. Moving forward, the
Court assumes that Plaintiffs are pursuing an inflation-maintenance theory given that Defendants
have adequately refuted that the “alleged misrepresentations caused a statistically significant
increase in [NVIDIA’s] stock price,” and Plaintiffs’ “expert submissions make clear that [they are]
proceeding with an inflation-maintenance theory.” In re Kirkland Lake Gold Ltd. Sec. Litig., 2024
WL 1342800, at *6 (S.D.N.Y. Mar. 29, 2024).8

As noted earlier, the fact that Plaintiffs are apparently pursuing this kind of “inflation-
maintenance” theory does not mean that this evidence shouldn’t be considered, just that it cannot
entirely rebut the Basic presumption. In addition, courts analyzing this kind of theory have
suggested that Defendants need not refute front-end price impact and can rebut the Basic
presumption by attacking back-end price impact. See Crews v. Rivian Auto., Inc., No. 2:22-CV-
01524-JLS-E, 2024 WL 3447988, at *13 n.8 (C.D. Cal. July 17, 2024) (disagreeing that
“Defendants failure to analyze [ ] price increases is fatal to their price impact challenge” and
noting that a lack of back-end price impact would “be strong and persuasive evidence that there
was no price impact at all”).

Next, Dr. Mason broadly critiques Dr. Zurek for “fail[ing] to address any confounding
information on days when the Alleged Misstatements were made, and in particular, days when
NVIDIA announced its earnings results and released SEC filings, which would have included
financial performance results related to all of NVIDIA’s business segments.” Mason Reply 9 3(b)

(emphasis omitted); see also id. 99 20-21. For example, Dr. Mason claims that Dr. Zurek cannot

18 To the extent Plaintiffs are arguing that there was an increase in price because of these
misstatements, Dr. Zurek’s evidence is both relevant and important. See In re Chicago Bridge &
Iron Co. N.V. Sec. Litig., No. 17 CIV. 01580 (LGS), 2019 WL 5287980, at *19 (S.D.N.Y. Oct. 18,
2019), report and recommendation adopted in part, No. 17 CIV. 1580 (LGS), 2020 WL 1329354
(S.D.N.Y. Mar. 23, 2020) (“Where plaintiffs allege affirmative misrepresentations, it is necessary
to evaluate whether those misrepresentations caused a statistically significant stock price
increase.”).

21




United States District Court
Northern District of California

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

Case 4:18-cv-07669-HSG  Document 288  Filed 03/25/26  Page 22 of 50

“conclude without performing any analysis that but-for the worse-than-expected performance in
NVIDIA’s other segments, the market would not have reacted positively to NVIDIA’s [August
10] better-than-expected Gaming performance that was purportedly attributable to its core gamers
and not cryptocurrency-miners.” Id. g 28.

The Court agrees that this weakens some of Dr. Zurek’s findings. See In re Petrobras
Sec., 862 F.3d 250, 279 (2d Cir. 2017) (noting that “it can be extremely difficult to isolate the
price impact of any one piece of information in the presence of confounding factors, such as other
simultaneously released news about the company, the industry, or the geographic region”); see
also In re Allstate Corp. Sec. Litig., 966 F.3d 595, 613 n.6 (7th Cir. 2020) (“Econometrics,
finance, and securities law experts have criticized the methods used in event studies prepared for
litigation, and they caution courts to think carefully about how such study designs and findings
often do a poor job of answering the legal questions at stake.”). But this argument does not fully
defeat Dr. Zurek’s analysis, since Plaintiffs only identify specific examples of confounding
information for a handful of the misrepresentations, see, e.g., Mason Reply 99 28, 70, and Dr.
Zurek paired his event study with supplementary review of analyst reports.

Given this, the Court agrees that Defendants have not satisfied their burden simply by
attacking front-end price impact. But the Court is also persuaded that this evidence is consistent
with Defendants’ theory that there was no front-end price impact in NVIDIA’s stock attributable
to the alleged misrepresentations.

b. Back-End Price Impacts

The Court next considers the evidence regarding back-end price impact. Defendants argue
that the stock price drops following the August and November 2018 disclosures are not evidence
of any such impact. Opp. at 19. Goldman addressed price impact cases like this one where a
misrepresentation allegedly maintained inflation that was already built into the stock price. 594
U.S. at 123. Courts measure this inflationary effect by looking to changes in the stock price after
the truth is finally disclosed: if the stock price drops, this “back-end” price drop serves as indirect
evidence of “front-end” inflation. /d. But Goldman explained that the “inference . . . that the

back-end price drop equals front-end inflation . . . starts to break down when there is a mismatch
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between the contents of the misrepresentation and the corrective disclosure.” Id. “That may occur
when the earlier misrepresentation is generic . . . and the later corrective disclosure is specific . . .
[since] it is less likely that the specific disclosure actually corrected the generic misrepresentation,
which means that there is less reason to infer front-end price inflation.” Id. A mismatch in subject
matter can also sever the link between the challenged statement and the purported corrective
disclosure. In re Kirkland, 2024 WL 1342800, at *11.

Avoiding a “mismatch” “requires a closer fit (even if not precise) between the front- and
back-end statements than courts have required when analyzing the loss causation element of
securities fraud.” Id. at *6 (quotation omitted). However, a corrective disclosure “need not
precisely mirror the earlier misrepresentation.” In re Bofl Holding, Inc. Sec. Litig., 977 F.3d 781,
790 (9th Cir. 2020) (quotation omitted). “It is enough if the disclosure reveals new facts that,
taken as true, render some aspect of the defendant’s prior statements false or misleading.” Id.
Further, “the true facts concealed by the defendant’s misstatements may be revealed over time
through a series of partial disclosures.” Id. “An event can [also] be corrective when it merely
discloses a consequence of concealed information (for example, an earnings miss), even if the
connection between the cause and the consequence is not made explicitly in the disclosure.”
Jaeger v. Zillow Grp., Inc., 746 F. Supp. 3d 1025, 1036 (W.D. Wash. 2024), aff’d, No. 24-6605,
2025 WL 2741642 (9th Cir. Sept. 26, 2025).

“[R]evelations that are not ‘corrective’ cannot form the basis for a corrective disclosure.”
In re FibroGen Sec. Litig., No. 21-CV-02623-EMC, 2024 WL 1064665, at *12 (N.D. Cal. Mar.
11, 2024). “A finding of ‘back-end’ price impact requires proof that the information disclosed . . .
was (1) corrective of one or more prior false statements or omissions, (ii) new (unknown to the
market prior to [the purported corrective disclosure date]), and (iii) ‘value-relevant’ (i.e., caused at
least some of the stock price decline).” /d. Defendants may also show that a challenged statement
ceased to impact stock price at a particular point in a putative class period. See Ferris v. Wynn
Resorts Ltd., 2023 WL 2337364, at *11 (D. Nev. Mar. 1, 2023) (under the “mismatch” analysis,

class “may not proceed” as to one purported corrective disclosure).
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i. August 2018 Partial Disclosure

Plaintiffs argue that NVIDIA issued a partially corrective disclosure on August 16, 2018,
in its Q2 FY'19 earnings call and Form 8-K. Mot. at 12—13; FAC 9 155. On that date, (1)
Defendant Huang stated that “‘probably . . . a great deal’ of cryptocurrency miners had bought
NVIDIA’s GeForce gaming cards”; (2) NVIDIA “lowered its revenue guidance by approximately
2.2% for 3Q18” and issued a revised earnings forecast that was significantly lower than expected
and which “include[d] no contribution from crypto”; (3) CFO Kress stated that, while NVIDIA
“had previously anticipated cryptocurrency to be meaningful for the year, we are now projecting
no contributions going forward,” and “we have reached a normal period as we’re looking forward
to essentially no cryptocurrency as we go forward”; (4) Kress stated that “over the last several
quarters, we have seen the impacts of crypto and what that can do to elevate our overall gross
margins”; and (5) NVIDIA “revealed that inventories had ballooned more than 36% from $797
million in 2Q19, to $1.09 billion in 3Q19.” FAC 9 155 (emphasis omitted); Ex. DD (Form 8-K);
Ex. EE (Earnings Call). Plaintiffs allege that, as a result of these disclosures, NVIDIA’s stock
price fell by 4.9%. FAC 9 156. Plaintiffs claim that these disclosures “corrected Defendants’
prior materially misleading misstatements and omissions . . . by demonstrating that
cryptocurrency-related sales were in fact a substantial and significant driver of the Company’s
revenues and, specifically, its Gaming segment revenues.” Id. § 158."°

The “Great Deal” Comment. Defendants first argue that Huang’s “great deal” comment
cannot have been corrective because it “did not disclose anything new about [the referenced
quarters] because the market knew long before August 2018 that miners had made many purchases
of Gaming GPUs during that crypto spike.” Opp. at 19. The “great deal” comment was made by

Defendant Huang during the question-and-answer period of the Q2 FY'19 earnings call:

[Morgan Stanley Analyst]: I wonder if you could talk about
cryptocurrency now that the dust has settled. You guys have done a
good job of kind of laying out exactly how much of the OEM business
has been driven by that. But there’s also been, I think, some sense of

19 The Court cites to the Zurek and Mason reports where appropriate below. While the Court has
reviewed these reports in full (as Goldman instructs), it does not comprehensively cite every
related argument, many of which are repeated and addressed throughout this order.
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— some of the GeForce business was being drive by crypto. Can you
—looking backwards, can you size that for us? And I guess, I’'m trying
to understand the impact that crypto would have on the guidance for
October, given that it seems like it was very small in the July quarter.

Huang: Well, I think — [ mean, the second question is easier to
answer, and the reason — the first one is just —it’s ambiguous and hard
to predict anyway. It’s hard to estimate no matter what. But the
second question, the answer is we’re expecting — we’re projecting 0
basically. And for the first question, how much of GeForce could
have been used for crypto, a lot of gamers at night, they could — while
they’re sleeping, they could do some mining. And so whether they
buy it for mining or do they but it for gaming, it’s kind of hard to say.
And some miners were unable to buy our OEM products, and so
they jumped onto the market to buy it from retail. And that
probably happened a great deal as well. And that all happened
in the last — the previous several quarters, probably starting from
Q - late Q3, Q4, Q1 and very little last quarter, and we’re
projecting no crypto mining going forward.

See Ex. EE at 14 (emphasis added).

Defendants argue that this did not disclose any new information because disclosures in
November 2017, February 2018, and May 2018 had already made clear that miners likely bought a
great deal of GPUs in Q3 FY'18, Q4 FY 18, and Q1 FY19. Opp. at 19-21. First, during the Q3
FY18 earnings call in November 2017, Kress stated that “GPU sales also benefited from continued
cryptocurrency mining. We met some of this demand with a dedicated board in our OEM
business and a portion with GeForce GTX boards, though it’s difficult to quantify.” Dkt. No. 254-
10, Ex. J at 5. Second, during the February 2018 Q4 FY 18 earnings call, Kress stated:

Strong demand in the cryptocurrency market exceeded our
expectations. We met some of this demand with a dedicated board in
our OEM business, and some was met with our gaming GPUs. This
contributed to lower than historical channel inventory levels of our
gaming GPUs throughout the quarter. While the overall contribution
of cryptocurrency to our business remains difficult to quantify, we
believe it was a higher percentage of revenue than the prior quarter.
That said, our main focus remains on our core gaming market as
cryptocurrency trends will likely remain volatile.

Dkt. No. 254-18, Ex. R at 5; see also Dkt. No. 254-20, Ex. T at 18 (“Strong growth across our
Pascal-based GeForce gaming GPUs was driven by growth associated with GPU
refreshes/upgrades, new gamers, new games, eSports, and cryptocurrency mining.”). Third,
during the May 2018 Q1 FY19 earnings call, Defendant Huang stated that “[c]rypto miners bought

a lot of our GPUs during the quarter, and it drove prices up. And I think that a lot of gamers
25
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weren’t able to buy into the new GeForces as a result.” Dkt. No. 254-23, Ex. W at 9 (noting also
that “demand is still quite strong out there”); see also Dkt. No. 254-25, Ex. Y at 13 (Huang stating
on shareholder call that “crypto mining has helped increase the demand for graphics cards and
revenues for Q1 2018 and noting that, “when demand is so extraordinary, as a result of crypto
mining, the end market price of our graphics cards causes it to become unaffordable for many
gamers”). Notably, Dr. Zurek found that the February 2018 and May 2018 statements were not
associated with a statistically significant stock price change. Zurek Rpt. 4 119.%

In addition, Dr. Zurek concluded that “[a]t least as early as August 10, 2017 (the start of
the Proposed Class Period), analyst commentary included assessments that the contribution of
cryptocurrency mining to Gaming revenue was substantial.” Zurek Rpt. § 122 (citing 19 analyst
examples between August 2017 and May 2018); see also Dkt. No. 254-3 (“Wood Rpt.”) 9 77-85
(summarizing pre-August 2018 statements, news articles, and analyst reports to determine that “by
the time of the first alleged corrective disclosure on August 16, 2018, investors following NVIDIA
likely would have understood that cryptocurrency-related demand accounted for a substantial
portion of NVIDIA’s Gaming revenue”).?! Defendants state that, as a result of these prior

disclosures, “none of the 57 analyst reports covering NVIDIA in August 2018 expressed any

20 As mentioned above, Plaintiffs argue that there was a statistically significant stock price change
after the February 2018 statement under a 90% confidence level, so the Court discounts the weight
of this evidence slightly.

2! Dr. Zurek also introduced evidence that “analysts estimated that cryptocurrency mining
contributed as much as 12.6%, 19.2%, 25.3%, 20.7%, and 15.8% of total Gaming revenue in Q2
FY18, Q3 FY18,Q4 FY18, Q1 FY19, and Q2 FY19, respectively.” Zurek Rpt. § 124. As
Plaintiffs point out, the operative words here are “as much as,” see Mason Reply 99 103—-04, and
plenty of other analysts reported significantly lower estimates, see Zurek Rpt., App’x C; Mason
Reply 99/ 101-04. The Court does not give much weight to cherry-picked examples of revenue
estimates by either party. The fact that some analysts expected a higher amount of crypto demand
in Gaming revenue is not compelling evidence of an absence of any price impact. But it’s also not
surprising that some analysts would have lower-than-actual estimates given the challenges in
estimating this demand, see Opp. at 9, and the fact that some analysts were wrong says little on its
own about the corrective nature of these disclosures or the potential for price impact here.

For the same reason, the Court is generally unconvinced by occasional news reports observing that
“the rise of cryptocurrency has created an unprecedented global shortage of graphics cards.” Dkt.
No. 254-16, Ex. P at 2. There could still have been some price impact from alleged
understatements about the magnitude of cryptocurrency revenue even if some reporters believed
the magnitude was notable.
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surprise at Huang’s ‘great deal’ comment” or referred to it at all. Opp. at 20 (citing Zurek Rpt.
99 126-27). Because the past impact of crypto on gaming revenues was already known,
Defendants claim this “great deal” comment did not disclose any new information and cannot
show back-end price impact. Opp. at 20-21; In re Qualcomm Inc. Sec. Litig., 2023 WL 2583306,
at *13 (S.D. Cal. Mar. 20, 2023) (“If the corrective disclosures did not actually contain new
information correcting the alleged misrepresentations, it becomes less likely that their
announcement caused the back-end price drops and less reasonable to assume that Defendants’
alleged misrepresentations caused front-end inflation in the first place.”).

This is a close call, but the Court finds that the “great deal” comment most likely did not
disclose any information that investors did not already know by May 2018. The Court begins with
the May 2018 disclosure, which is the most persuasive evidence here. The Court sees no
convincing difference in magnitude between the May 2018 statement that miners “bought a lot of
our GPUs,” Ex. W at 9, and the August 2018 statement that “miners . . . jumped onto the market to
buy [GPUs] from retail,” and “that probably happened a great deal,” Ex EE at 13. Plaintiffs claim
that “a lot” is a vague statement that did not convey the extent to which gaming revenue had been
driven by mining, Reply at 12, but the same is true for the “great deal” statement.??

Plaintiffs argued at the motions hearing that even if the May 2018 disclosure was partially
corrective of prior misrepresentations, that statement was only referring to Q1 FY19 and did not
correct misrepresentations about gaming revenue in Q3 FY18 and Q4 FY18. Tr. 6:6-15, 13:16—
21. It’s true that the May 2018 disclosure explicitly referred to GPU sales “during the quarter,”
Ex. W at 9, while the August 2018 disclosure referred to “late Q3, Q4, Q1, and very little [of
Q2],” Ex EE at 13.2

22 Plaintiffs seem to be arguing that the “great deal” comment was not vague because it was paired
with specific revenue guidance and comments about cryptocurrency demand dying down that
conveyed the extent to which “business had been driven by sales to miners for the past several
quarters.” Reply at 12; see also Mason Reply 9§ 86 (arguing that Zurek improperly analyzes the
“great deal” comment in a vacuum). For the reasons discussed below, the Court does not think
those additional comments support an inference of back-end price impact or transform this similar
statement into something more revealing.

23 For completeness, the Court notes that the August 2018 comment about Q2 FY 19 likely was not
corrective. In May 2018, Defendant Huang said that “the demand is still quite strong out there,”
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Defendants countered that the February 8, 2018 disclosures revealed the same information
for Q3 FY18 and Q4 FY18. Tr. 14:24-16:16. In the February 2018 disclosure, Kress and
NVIDIA stated that “[s]trong demand in the cryptocurrency market exceeded [their] expectations”
and “contributed to lower than historical channel inventory levels” for Gaming GPUs, Ex. R at 5,
and that “[s]trong growth across . . . Pascal-based GeForce gaming GPUs was driven by”
cryptocurrency, among other things, Ex. T at 18. Kress also stated that “[w]e indicated how much
[crypto] we had in OEM boards, and we also indicated that there was definitely some also in our
GTX business. . . . It’s up [in Q4] a bit from what we saw in Q3, and we do again expect probably
going forward.” Ex. R at 11. The match here is not as exact, but the Court is persuaded that
Defendants had already disclosed strong demand for cryptocurrency in Q4 FY18 that was
“definitely” drawing from the GeForce stock in a significant way and was increasing from Q3
FY18.2* And the conclusion that this was not new information is further strengthened by the fact
1,25 26

that analysts later did not mention the “great deal” comment at al

Plaintiffs claim that this information was nevertheless new because “Defendants

Ex. W at 9, so the Court is unconvinced that it was new information that “a lot” of GPUs would be
purchased during at least some of Q2 FY19.

24 While Defendants only mention this in passing, the Court also credits the March 26, 2018
TechCrunch article as demonstrating why the “great deal” comment was not new information. In
that article, Huang is reported to have said “I’'m frustrated so many developers and gamers around
the world cannot get access to their GeForces,” noting that NVIDIA needed to “build a whole lot
more” and was not currently “anywhere near close to” the demand of the market,” though “he still
attribute[d] crypto’s demands as a small percentage of [NVIDIA’s] overall business.” Ex. U at 5
(emphasis added). Dr. Zurek presents two other similar statements from February 2018, but it’s
difficult for the Court to weigh these given that Dr. Zurek does not specify who made these
statements or in what specific context. See Zurek Rpt. q 117.

25 The Court does not further discuss Defendants’ references to August and November 2017
statements that they claim had already disclosed this information. See Opp. at 10-11, 19-20.
These statements are not as close a match to the magnitude of the “great deal” comment, and the
Court is not convinced that they disclosed the same information as the August 2018 disclosure.

26 Even if the Court had been persuaded that there was a small difference in degree between the
February and August 2018 disclosures with respect to how much Gaming revenue Defendants
attributed to mining in Q3 FY18 and Q4 FY19, the Court finds it more likely than not that the
revelation of that small difference was not value-relevant given (1) the absence of a price impact
after the May 2018 “a lot” disclosure; (2) the absence of analyst reference to the August 2018
“great deal” disclosure; and (3) the persuasive alternate explanation for the August 2018 price
impact.
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interspersed these purported disclosures with statements that deceptively downplayed the size of
NVIDIA’s cryptocurrency sales and its reliance on those sales for unprecedented Gaming revenue
growth.” Reply at 11 (citing Mason Reply 99 93-98). Plaintiffs argue that “[b]ecause Defendants
rely on statements ‘surrounded by’ the ‘alleged misrepresentations,’ they cannot show their
statements ‘effectively counterbalance[d]’ their misrepresentations.” Reply at 12 (quoting Rivian,
2024 WL 3447988, at *12; and Provenz v. Miller, 102 F.3d 1478, 1493 (9th Cir. 1996)).%’

The Court disagrees. First, Plaintiffs note that the day after the February 8, 2018
statements regarding strong demand from cryptocurrency exceeding expectation, Barron'’s
published the February 9 article where Defendant Huang was reported to have said that crypto was
a “small, overall part of our business . . . despite substantial internal evidence to the contrary.”
Reply at 11 (quoting FAC q 207 and Dkt. No. 268-5); see Ex. S at 2 (“And crypto was a real part
of our business this past quarter, even though small, overall.”). In that article, Huang reportedly
clarified that “[c]rypto is still just a small portion because ‘data centers is growing so fast.”” Ex.
S. at 2 (emphasis omitted). Applying a “good dose of common sense” here, Goldman, 594 U.S. at
122 (quotation omitted), it’s hard to imagine that this single, partially qualified comment
published a day later obscured the substance of the February 8 statement. Cf. Arkansas Tchr. Ret.
Sys. v. Goldman Sachs Grp., Inc., 77 F.4th 74, 94 (2d Cir. 2023) (“ATRS”) (“Case law does not
suggest, however, that investors read one statement in conjunction with separately disseminated
statements, at least where, as here, those statements do not obviously build off one and other.”).?

Second, Plaintiffs argue that Defendant Huang’s May 2018 statement that miners “bought
a lot of our GPUs during the quarter” was surrounded by Kress’ misrepresentation that NVIDIA
was (1) “able to fulfill most of [the crypto demand] with crypto-specific GPUs, which are included
in [NVIDIA’s] OEM business, at $289 million”; and (2) “[a]s a result, [NVIDIA] could protect the

27 Plaintiffs note that Defendants’ expert acknowledges that “company statements have greater
weight than other information in the public domain.” See Reply at 12. But this appears to be
irrelevant here given the fact that the February, May, and August 2018 disclosures were all
company statements.

28 The Court acknowledges that this case is somewhat distinguishable because the February 9
article builds off the February 8 comment, but its conclusion is the same.
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vast majority of [its] limited gaming GPU supply for use by gamers.” Reply at 12 (quoting Ex. W
at 6).% Notably, Plaintiffs have not previously alleged that either of these two statements were
misrepresentations.>® This is likely because the evidence before the Court shows that Defendants
did serve “most” of the crypto demand with the Crypto SKU in Q1 FY19, since Crypto SKU
revenue in that quarter was $289 million, while crypto-related GeForce revenue was only-
-. See Dkt. No. 270-9 at -623.3! In addition, the evidence supports Kress’ claim that the

vast majority of gaming GPU supply was protected for non-miners. /d. (estimating non-crypto

GeForce revenue to be _, or- of overall GeForce revenue).3? 3

29 Plaintiffs also introduce evidence suggesting that Defendants internally understood that their
statements about cabining the impact of crypto in the OEM segment had maintained their stock
price. Reply at 12. This is important evidence that the Court considers when evaluating the
overall likelihood of some price impact, but it does not persuasively address whether the “great
deal” comment was new information or whether these specific comments about OEM revenue
were misleading.

30 Plaintiffs of course take issue with Huang’s similarly-worded August 2017 statement that
NVIDIA served “the vast — I would say, the large majority of the cryptocurrency demand out of”
the Crypto SKU. Ex. G at 8. Kress did not suggest here that a “large” or “vast” majority of
cryptocurrency demand was served out of the Crypto SKU, and it’s apparent from context that
Kress was referencing demand fulfillment in Q7 FY19. Ex. W at 6.

31 Plaintiffs’ expert tries to avoid this result by looking at cumulative revenues from Q2 FY18 to
Q1 FY19. See Dkt. No. 270-8, Unredacted Mason Reply 9 19, Table 1 (finding Crypto SKU was
only of cumulative revenue by Q1 FY'19); see also id. 4 64, 96 n.227. As mentioned, this
does not persuasively address Kress’ particular comment here, which was addressing Q1 FY'19.

32 This analysis highlights the difficult overlap between materiality and price impact that can arise
when conducting the Goldman analysis, though this is mitigated by the fact that Plaintiffs did not
allege that Kress’ statements here were actionable misrepresentations.

33 Plaintiffs’ cases are distinguishable. In Arkansas Teacher Retirement System v. Goldman Sachs
Group, Inc., 77 F.4th 74 (2d Cir. 2023), the Second Circuit affirmed the district court’s conclusion
that an alleged corrective disclosure was new because (1) it was the first public account to provide
“hard evidence, including incriminatory emails and memoranda”; (2) “the underlying source of the
disclosure—the SEC—Ilent extra credibility and gravitas unequaled in the prior reports”; and (3)
“the disclosure was unencumbered by any of the denials or mitigating commentary that had
rendered prior reports less jarring.” Id. at 92. The first two findings do not apply here, and the
Second Circuit only held that it was not clear error for the district court to credit surrounding
mitigating statements. The Court has considered those statements here, and it is unpersuaded that
they make the August 2018 “great deal” comment new.

In Crews v. Rivian Automotive, Inc., 2024 WL 3447988 (C.D. Cal. July 17, 2024), the plaintiffs
alleged that the defendants misrepresented the reality that the costs of Rivian vehicles exceeded
the retail price, and a price increase was inevitable. Id. at *11. The court noted that some alleged
disclosures were “surrounded by the same alleged misrepresentations that distract from the
primary obstacle to profitability,” including the comment that inflation “may lead to evaluation
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Given the above, the Court is persuaded that the August 2018 “great deal” comment likely
did not contribute any information that the market did not already know, and the Court is not
persuaded that “surrounding” statements obscured the content of these prior disclosures.
Defendants’ evidence supports the conclusion that it is unlikely that any price impact on August
2018 was a result of the “great deal” comment. Moreover, the Court credits Defendants’ evidence
that there was no statistically significant price impact after the apparent partial disclosures in
February and May 2018, Zurek Rpt. 9 119, somewhat weakening the inference that alleged
misrepresentations regarding the volume of miners purchasing GeForce GPUs caused a price
impact on the front end.

Finally, the Court briefly observes that the analyst evidence here is mostly unpersuasive.
Plaintiffs argue that “[d]uring the Class Period, analysts offered mixed, and often conflicting,
views of NVIDIA’s mining exposure based on their interpretation of public market data,” and thus
Zurek’s evaluation of analyst estimates cannot “show that the allegedly concealed facts were
publicly known.” Reply at 13. The Court agrees that the analyst revenue estimates are mixed, see
Zurek Rpt., App’x C, and Defendants cannot meet their burden of demonstrating a lack of any
price impact by cherry-picking analyst reports, see Rivian, 2024 WL 3447988, at *13 (rejecting
truth-on-the-market where analysts had differing expectations). But the Court finds Defendants’
unrefuted evidence that none of the analyst reports made note of Huang’s “great deal” comment
particularly significant. The absence of any reaction here tellingly contrasts with Plaintiffs’
contention that “analysts that provided estimates of crypto revenue during the Class Period were
surprised by the magnitude of NVIDIA’s true crypto dependence revealed in November 2018.”
Reply at 13 (emphasis added). As a result, the Court finds that the analyst reports here slightly
support an inference that the August 2018 “great deal” comment was not new information (and, if

it was, was not value-relevant).>*

[of] the pricing for [the] vehicle,” despite the fact that a price increase was inevitable. Id. at *12.
As discussed, the Court is not persuaded that the February 2018 statements were surrounded by a
sufficiently distracting comment, and it is not persuaded that the May 2018 statements were
surrounded by a misrepresentation.

34 Plaintiffs also offer evidence that “the average and median estimates [of crypto revenue in
31
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Forward-Looking Guidance. Defendants argue that guidance about “then-current
expectations for a future period . . . did not say anything, let alone correct, revenues for past
periods that were the subject of the challenged statements.” Opp. at 21 (emphasis in original); see
also Zurek Rpt. 99 133—40. They also argue that NVIDIA’s statements that they expected a
“negligible contribution from crypto going forward was a new development based on new crypto
prices that could not have been disclosed as of the dates of the alleged misstatements.” Opp. at 21.

There is a mismatch here between the subject matter of the alleged misrepresentations—
namely, whether the magnitude of miner revenue in Gaming was large and if demand was mostly
contained in the OEM segment—and the alleged disclosures—a lack of cryptocurrency revenue in
the future earnings forecast. And in some circumstances, courts have found that future financial
guidance did not correct prior challenged statements. See In re Concho Res., Inc., No. 4:21-CV-
2473,2025 WL 1040379, at *2, *16 (S.D. Tex. Apr. 7, 2025) (finding that 2019 financial results
and guidance did not “actually correct” some challenged statements about 2017 and 2018 results,
and finding correction with respect to other statements because the purported disclosure
specifically mentioned the efficiency of a manufacturing mode that had previously been
discussed); Plumbers & Steamfitters Loc. 60 Pension Tr. v. Meta Platforms, Inc., No. 4:22-CV-
01470-YGR, 2024 WL 4251896, at *11 (N.D. Cal. Sept. 17, 2024) (finding that prediction of
2022 financial condition did not correct representations regarding past performance, and stating
that “[i]t strains credulity to reverse engineer this forward-looking observation into a retrospective
analysis,” particularly where experts were surprised by the predictions rather than any past
performance).

Plaintiffs and their expert assert that “lower-than-expected Q3 FY 19 guidance, coupled
with the information that NVIDIA guided cryptocurrency sales estimates within its OEM segment

to zero, that its gross margins were expected to be negatively impacted, that its balance sheet

Gaming] from the analysts cited by Dr. Zurek are . . . substantially lower than NVIDIA’s internal
non-public estimates.” Mason Reply q 108 (emphasis omitted). This evidence may support the
claim that the public did not know the true magnitude of crypto revenue in Gaming prior to
August 2018, but it also doesn’t meaningfully address the narrower question here of whether the
August 2018 statement revealed something new about that magnitude.
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inventory had increased substantially, and Huang’s ‘great deal’ statement, would all have partially
informed market participants that NVIDIA’s cryptocurrency exposure in its Gaming segment was
higher than previously anticipated.” Mason Reply q 125; Reply at 10. But they do not explain
what about this forward-looking guidance—even in the context of the other statements—would
have revealed that the magnitude of crypto sales had previously been misstated. Plaintiffs do not
seem to think that the fact that cryptocurrency revenues would be zero moving forward was
corrective, as “market participants already understood ‘that cryptocurrency mining could
eventually stop contributing to Gaming revenue’ before the August 2018 Corrective Disclosure”
given the fall in Ethereum pricing. Mason Reply § 122 (quotation omitted); Zurek Rpt. § 139
(noting analysts were not surprised about decline in mining). Instead, the evidence suggests that
analysts understood that the lower-than-expected financial outlook occurred because NVIDIA had
announced that day had finally come, albeit sooner than expected. Mason Reply 9 117; Zurek Rpt.
9 139.% Those analysts did not tie that conclusion to any revelation about the magnitude of past
crypto sales.’® The commonsense inference is that the stock price fell because the market
concluded that the known risk of cryptocurrency revenue normalization had materialized.?’
Plaintiffs’ further claim that this guidance revealed that “crypto was in fact large enough to
impact the quarterly earnings guidance.” Reply at 11. But even assuming all of Plaintiffs’
contentions are true, none of the alleged misstatements suggest that crypto couldn’t have an

impact on the quarterly earnings guidance—it was just a question of how much. For example, it’s

35 Some analysts also attributed the lower-than-expected gross margin and revenue to NVIDIA’s
later launch of their next-generation Turing GeForce gaming platform. Mason Reply 9 117(a),
(e); see also Dkt. No. 279-3, Ex. AAA at 2 (noting that guidance may be “so far below seasonal in
a product launch quarter” in part because Turing launch would begin with high-end chips, and
“could weaken demand for older products as customers wait for lower priced Turing chips”).

36 This is in contrast to the November 2018 disclosure, discussed below.

37 Plaintiffs circularly argue that market participants “were concerned with NVIDIA’s forward-
looking financial guidance in the context of the higher-than-expected historical cryptocurrency
exposure that was revealed, in part, by Huang’s ‘great deal” response.” Mason Reply q 118
(emphasis omitted); Reply at 10. Placing the guidance in context with the “great deal” comment
does not change the Court’s conclusion: the historical exposure was not “revealed,” because the
market already understood substantially the same information as was conveyed by the “great deal”
comment.
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undisputed that OEM cryptocurrency revenue in Q1 FY19 was $289 million, or roughly 10% of
NVIDIA’s entire quarterly revenue, and that the public knew this. Ex. W at 5-6. Elimination of
just this revenue source would plainly have some impact on quarterly earnings guidance.
Consistent with this, apparently none of the analysts expressed surprise that cryptocurrency could
impact quarterly earnings guidance.>®

None of this is to say that a statement can never be corrective just because it is forward-
looking or because it addresses conditions that weren’t known at the time of the misstatement. Cf-
Baker v. SeaWorld Ent., Inc., 423 F. Supp. 3d 878, 929-32 (S.D. Cal. 2019) (rejecting similar
argument). “An event can be corrective when it merely discloses a consequence of concealed
information (for example, an earnings miss), even if the connection between the cause and the
consequence is not made explicitly in the disclosure.” Jaeger, 746 F. Supp. 3d at 1036. But the
weight of the evidence as to the August 2018 disclosure suggests that the analysts were reacting to
(and the probable cause of the adjusted Q3 FY19 forecast was) the rapid drop-off in
cryptocurrency demand, not the past guidance about demand in the Gaming segment. See Ex. EE
at 11 (“In the beginning of the year, we thought and we projected that crypto would be a larger
contribution through the rest of the year, but at this time, we consider it to be immaterial for the
second half.”).*

Gross Margins. Defendants similarly argue that the Q3 FY 19 gross margin guidance was
not corrective and was a materialization of a known risk. Opp. at 21 n.8 (citing Zurek Rpt.

99 129-32). Kress explained in the earnings call:

We have essentially reached, as we move into Q3, a normalization of

38 Contrast this with the November 2018 response, where one interviewer expressed surprise that
crypto was large enough to impact “one or two quarters worth of inventory.” FAC q 170.

39 Plaintiffs cite to Jaeger v. Zillow Group, Inc., 2025 WL 2741642 (9th Cir. Sept. 26, 2025),
where the Ninth Circuit affirmed the district court’s findings of a match between Zillow’s alleged
misrepresentations that it was strengthening its pricing models and its later disclosure that it
needed to close the home-buying side of its business because it had been “unable to accurately
forecast future home prices.” Id. at *2. But this kind of statement did reveal new information
about how Zillow had been unable to “accurately forecast” the prices it had just given assurances
about. The mismatch in subject matter is much larger here, and Plaintiffs have not identified
anything other than the “great deal” comment that ties the misstatements to the disclosure.
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our gross margins. I believe over the last several quarters, we have
seen the impacts of crypto and what that can do to elevate our overall
gross margins. We believe we ha[ve] reached a normal period as
we’re looking forward to essentially no cryptocurrency as we move
forward.

Ex EE at 10. As elsewhere, Kress directly tied this change in guidance to the drop-off in
cryptocurrency demand. Nothing about this disclosure appears to correct information about the
magnitude of the cryptocurrency revenue in the past. See also Zurek Rpt. 4 131 (suggesting
analysts already knew that gross margins were impacted generally by cryptocurrency demand).
Plaintiffs raise the same arguments that the Court has already considered. See, e.g., Mason Reply
9 124.40

Inventory. Defendants similarly argue that the disclosure about increased inventory “was
based on information that did not exist when the last of the challenged statements was made in
March 2018, five months earlier, and therefore could not have been corrective.” Opp. at 21.
Defendants also argue that they had told the market they would increase inventory to prepare for
the launch of their new Turing architecture and to increase supply for gamers. /d. at 22. Plaintiffs
do not advance any new argument specific to the inventory statements. Of course, Defendants
cannot fully demonstrate a lack of any price impact just by pointing to other disclosed
explanations for the inventory increase, see Zurek Rpt. § 145 (discussing Ex. EE at 10), and the
Court does not agree that an inventory increase after a particular event like the crypto fall-off
could never suggest that past statements about crypto demand for that inventory were false. But,
as with the forward-looking guidance and gross margin statements, the Court agrees with
Defendants that there is a mismatch between this corrective disclosure and the subject matter of

the alleged misstatements. That mismatch is substantially strengthened by the fact that not a

40 One analyst apparently noted that gross margin “would be coming down due to the reduction of
cryptocurrency revenue, which had elevated gross margins. We believe the comments related to
normalization around GM were in reference to the backward looking benefit from direct and
indirect impact from the surge in cryptocurrency abating.” Mason Reply § 117(e) (emphasis
omitted). This is unremarkable—it confirms the analyst thought the guidance adjustment related
to the loss of cryptocurrency revenue, which undisputedly had previously raised gross revenue.
The analyst did not make any comments suggesting that the past estimates about gross margins
were inaccurate, incorrectly sized, or otherwise obscured.
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single analyst apparently “linked the increase in balance sheet inventory to new information about
historical contributions of cryptocurrency mining to Gaming Revenue,” instead crediting
alternative explanations about Turing and ramping up datacenter GPUs. Zurek Rpt. 99 146—47.

Conclusion. The Court finds that Defendants have proven that the August 2018
statements do not establish back-end price impact. The Court is particularly persuaded that (1) the
substance of the “great deal” comment that allegedly partially corrected the market’s
misapprehension about the magnitude of cryptocurrency demand outside of the OEM segment had
already been disclosed by May 2018; (2) there was no statistically significant price impact when
that information was revealed in February and May 2018; (3) analysts did not draw attention to the
“great deal” comment or otherwise express surprise about the magnitude of cryptocurrency
revenue after the August 2018 disclosure; and (4) the remaining August 2018 statements were not
obviously corrective and are mismatched with the subject matter of the alleged
misrepresentations.*! 42

However, this is a narrow finding that Defendants have severed the link between the
alleged misstatements and the stock price decrease on August 16, 2018, and it does not resolve the
question of whether the full November 2018 disclosure can serve as back-end evidence of front-
end price impact. Even if investors understood that a “great deal” or “a lot” of GeForce GPUs had
been purchased by crypto-miners by August 2018, they may not have understood the true

magnitude of those purchases. As a result, the Court turns to consider the November 2018

disclosure.

4l Plaintiffs additionally argue that the Court previously found a match between the August 2018
disclosures and the misstatements, citing the Court’s order on the motion to dismiss. Reply at 8.
The standard at the motion to dismiss stage is much lower, as the Court was required to accept
Plaintiffs’ factual allegations as true, and much less evidence was available for the Court to
consider. That prior decision does not control here. For similar reasons, Plaintiffs’ repeated
citations to the Ninth Circuit’s prior decision in this case are not persuasive evidence.

“2 In their reply, Plaintiffs sometimes use November 2018 analyst reports to argue that the August
2018 disclosure revealed something new. See, e.g., Reply at 12. The Court has not credited those
reports at this stage in the analysis, as they only persuasively address what analysts understood the
November disclosure to reveal.
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ii. November 2018 Disclosures

Plaintiffs also argue that NVIDIA issued a full corrective disclosure on November 15,
2018, in its Q3 FY 19 earnings call and Form 8-K. Mot. at 14—15; FAC 9 160—62. On that day,
Defendants announced “a nearly 2% revenue miss” and “that it was expecting revenues of only
$2.7 billion in 4Q19, a 7% decline year-over-year.” FAC 4 160 (emphasis omitted); see Ex. MM
at 16, 19. Kress stated that “Gaming was short of expectations as post crypto channel inventory
took longer than expected to sell through,” and “Gaming card prices, which were elevated
following the sharp crypto falloff, took longer than expected to normalize.” FAC q 161 (emphasis
omitted); Ex. NN at 5. Kress further stated that “[a]lthough the cryptocurrency wave has ended,

99 ¢¢

the channel has taken longer than expected to normalize,” “channel prices and inventory levels
remained higher than expected” on GeForce gaming cards, and gross margin results were “below
our outlook . . . following the sharp falloff in crypto demand.” FAC 9 161; Ex. NN at 6-7.

Defendants also disclosed that “excess Gaming GPU inventory following the
disappearance of crypto-miners . . . would persist for at least 12 weeks” and “amount to $600
million in lost revenue.” FAC q 162. In their 8-K, Defendants stated that the “gaming revenue
outlook for the fourth quarter of fiscal 2019 [was] impacted by the expected work-down of Pascal
[GeForce] mid-range gaming card inventory in the channel, and a decline in gaming console
reflecting seasonal build patterns [and] assumes no meaningful shipments of mid-range Pascal
GPUs during the quarter.” Ex. MM at 19. During Q&A, Defendant Huang stated that NVIDIA
“came into Q3 with excess channel inventory post the crypto hangover,” and “the crypto hangover
lasted longer than we expected.” Ex. NN at 11-12; FAC 99 163, 165. As a result of this news,
NVIDIA’s stock fell 28.5% over two trading sessions. FAC 4 171.

Plaintiffs argue that this disclosure revealed “the degree to which [NVIDIA’s] revenues
during the Class Period had depended on sales to crypto miners,” and corrected Defendant
Huang’s August 16, 2018 statements about “NVIDIA’s purported mastery of its sales channel.”
Reply at 14 (quotation omitted). While the content of this disclosure is similar to the August 2018
disclosure, the Court concludes that Defendants have not carried their burden to show a lack of

any price impact here, in significant part due to much clearer analyst reports that linked the

37




United States District Court
Northern District of California

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

Case 4:18-cv-07669-HSG  Document 288  Filed 03/25/26  Page 38 of 50

November 2018 disclosures to prior statements about mining revenue.

Correction of Reliance on Crypto. Defendants argue that the November 2018 statements
did not correct the eight alleged misstatements regarding NVIDIA’s dependence on
cryptocurrency because the results “refer[red] to new information about time periods after the
relevant challenged statements,” and “the stock dropped because of disappointing revenue
guidance regarding future sales during a time of industry volatility and expected product
launches.” Opp. at 22 (emphasis omitted); see Ex. NN at 5, 12—13 (noting that “gaming was short
of expectations as post crypto channel inventory took longer than expected to sell through,”
“prices, which were elevated following the sharp crypto falloff, took longer than expected to
normalize,” and “demand was uncertain about when the price will be stabilized,” which “froze the
market a little longer than [NVIDIA] expected”).

The parties dispute what analyst evidence reveals about the corrective nature of this
disclosure. Defendants argue that “[a]lthough market analysts were disappointed by NVIDIA’s
Q4 guidance, they generally agreed that excess channel inventory arose from channel pricing
dynamics that had manifested during the most recent quarter and characterized the issue as
transitory.” Opp. at 23—24 (citing Zurek Rpt. § 184; Dkt. No. 254-41, Ex. OO at 5; and Wood
919 24, 67-68, 71-73); cf. Apache, 2024 WL 532315, at *10 (finding lack of price impact where it
was more likely than not that concerns unrelated to misstatements were what moved the market).
According to Defendants, to the extent that “[a] handful of analysts speculated about whether
crypto might have contributed to Gaming revenues in prior quarters more than they had previously
guessed,” “nothing in that hindsight speculation purported to ‘correct’ any of the challenged
NVIDIA statements,” particularly where NVIDIA had previously disclosed the challenges of
quantifying crypto demand in Gaming. Opp. at 24 (citing Zurek Rpt. 99 115-16, 158-59).

In contrast, Plaintiffs argue that “[a]nalysts immediately recognized that NVIDIA’s
November 2018 revelations contradicted Defendants’ Class Period assurances that crypto
contributed only a small part of revenue and was not driving Gaming segment results.” Reply at
14 (citing Mason Reply 99 142-56). They emphasize that “this [analyst] commentary directly tied

the disclosure to Defendants’ prior false statements minimizing crypto demand in 2017 and 2018,”
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id. at 9, 14 (emphasis omitted), and note that “after the disclosure, multiple analysts dramatically
revised their crypto estimates, with RBC concluding that NVIDIA generated over $1 billion more
in crypto revenue than it represented,” id. at 14 (citing Dkt. No. 237-6, Ex. 20; Mot. at 16; and
Mason Reply 9 111-14).

For example, one analyst report from Morgan Stanley stated that “[t]he implication of
[NVIDIA’s] commentary is that a larger portion of demand in late 2017/early 2018 was for crypto
than they had initially indicated, and that an end to the crypto bubble caused a channel refill which
overshot.” Mason Reply 9 142(d). Another report from Macquarie Research stated that
“INVIDIA’s] weaker outlook is not a surprise, but the magnitude is. . . . Magnitude of the
weakness suggests that Crypto benefit was much higher than previously thought, . . . and appears
to have resulted in excess channel inventory.” Id. § 142(c); see also id. 4 144(p) (VentureBeat
interviewer stating that “it seemed, in the past, that [crypto] was described as a small part of
revenue, and now it’s something that can affect one or two quarters worth of inventory”); id.

9 144(g) (noting surprise at “the magnitude of the gaming miss driven by crypto currencies”).
RBC revised its estimates in January 2019, positing that “ [NVIDIA] generated $1.95B in total
revenue related to crypto/blockchain. This compares to company’s statement that it generated
~$602M over the same time period.” Ex. 20 at 2.

On one hand, as with the August 2018 disclosures, it’s not explicit what in these
disclosures “reveal[ed] new facts that, taken as true, render[ed] some aspect of [Defendants’] prior
statements false or misleading.” In re Bofl Holding, 977 F.3d at 790. Investors already knew at
least by August 2018 that a ““ great deal” of Gaming GPUs had been purchased by crypto-miners
during the previous four quarters. Investors also already knew that cryptocurrency demand had
fallen off by the August 2018 earnings call. Defendants explained in the November 2018
disclosure that the failure to normalize inventory related to unexpectedly slow demand reaction
times, not (for example) a higher-than-disclosed level of past reliance on cryptocurrency revenue.
See also Opp. at 14 (summarizing comments from Kress and Huang that “channel participants
appeared to hold out hope for another crypto boom and buyers waited for the next-generation

GPUs or for prices to drop”); Ex. NN at 6, 12—13. In this way, there is some mismatch in subject
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matter between the November 2018 disclosure—which related to the failure to sell off excess
inventory—and the alleged misstatements—which related to past revenue reliance on
cryptocurrency.

On the other hand, it’s notable that analyst reports directly linked the disappointing
November 2018 revenue results and guidance back to prior statements about cryptocurrency’s
impact on revenue. Generally, the Court does not find a dissection of subjective analyst reporting
to be dispositive—or sometimes even compelling—evidence regarding price impact. “[M]arket
commentary can provide insight into the kind of information investors would rely upon in making
investment decisions—and therefore can serve as indirect evidence of price impact—{but]
commentary touching upon only the same subject matter . . . cannot be enough.” ATRS, 77 F.4th
at 104. Conversely, Defendants cannot meet their burden merely by pointing to some analyst
reports that support their views, and analyst reports that directly tie the disclosure to the
misstatements are important evidence. See, e.g., Sjunde AP-Fonden v. Goldman Sachs Grp., Inc.,
798 F. Supp. 3d 416, 477 (S.D.N.Y. 2025) (finding defendants’ evidence insufficient, in part given
the contrary commentators who “did explicitly tie the stock price drop . . . to the corrective
disclosure™).

Given analyst reports that specifically related the disclosure to the alleged misstatements,
Defendants have not convinced the Court that it is likely that there was no price impact. Compare
Ferris, 2023 WL 2337364, at *10 (finding an inference of price impact where “market analysts
linked the prior allegations to the new revelations™), with In re Kirkland, 2024 WL 1342800, at *9
(“The record shows that no analysts referenced or discussed either of the M&A Statements at all—
let alone drew the inference that Kirkland was not considering acquisitions.”). Analysts from
Macquarie Research, Morgan Stanley, and VentureBeat apparently drew the exact inference in
November 2018 that Plaintiffs posit—slower-than-expected clearance of excess inventory
revealed that Gaming revenue had been more impacted by mining demand than they thought—
even if it wasn’t explicit in the disclosures. Cf. Jaeger, 746 F. Supp. 3d at 1036 (“An event can
[also] be corrective when it merely discloses a consequence of concealed information (for

example, an earnings miss), even if the connection between the cause and the consequence is not
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made explicitly in the disclosure.”). Other analysts from RBC similarly reevaluated their past
estimates in light of this disclosure.

Defendants argue that Morgan Stanley later published a January 2019 report stating that
“we don’t think that we underestimated the impact [of cryptocurrency].” Sur-Reply at 6 (quoting
Dkt. No. 279-12, Ex. JJJ at 3). However, that report also states that “[w]e can’t just blame
cryptocurrency” and “we don’t think [cryptocurrency is] the majority of the incremental weakness
that we are seeing here.” Ex. JJJ at 3 (emphasis added). While Morgan Stanley’s analyst
apparently recognized that some portion of NVIDIA’s inventory excess was driven by other
factors (including support for the Turing architecture taking longer than expected), id. at 3—4, this
report did not fully walk back the prior comments. More importantly, even assuming Morgan
Stanely’s November report incorrectly linked the corrective disclosure to the alleged
misstatements and “the majority of analysts drew no connection between NVIDIA’s disclosures in
November 2018 and historical crypto contribution to Gaming,” Sur-Reply at 6, the Court still must
grapple with the handful of reports that did make that connection.** It is Defendants’ burden to
prove the absence of any price impact. In light of these reports, Defendants have not met that
burden, even if the evidence could support an inference that much or even most of the price impact
came from other causes.

The Court also notes that internal company emails support its conclusion here. Just before
the November 2018 disclosure, NVIDIA’s then-VP of Investor Relations and Strategic Finance
opined in response to a question from Huang that one reason “the market isn’t pricing in a bigger
miss” following news that AMD had one or two quarters of post-crypto channel inventory was in

part “because of comments we’ve made on . . . ring-fencing the crypto impact in OEM.” Dkt. No.

43 Defendants also argue that the fact that “some other analysts second-guessed their own prior
estimates of crypto revenue does not suggest that the November disclosures revealed any falsity in
NVIDIA’s prior statements.” Sur-Reply at 6 (emphasis omitted). This argument ignores the
reality that one of the key inputs into analyst estimates is company disclosures like the ones at
issue here, and the link in subject matter provides significant evidence that the revenue miss and/or
the other information in the November 2018 disclosure revealed something about prior revenue
estimates in FY18 and FY19. See, e.g., Reply at 9 (citing New Street Research report that “[w]e
came to an epiphany [that t]here is still $900m of crypto currency revenues that distorted FY2018
and FY2019” (emphasis omitted)); Mason Reply 9§ 144.
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239-17, Ex. 17 at 2—4; Mason Reply 4 160. While this doesn’t on its own establish that the
November 2018 disclosure was corrective, it is notable that one of NVIDIA’s own VPs expressed
the view that its stock price remained high because of the same types of earlier comments that
Plaintiffs are pointing to, and the Court cannot conclude that there was no price impact in the face
of such evidence.

Correction of Channel Management Comments. Defendants also argue that the
disclosure did not correct Huang’s statements that Defendants were “masters at managing [their]
channel,” “understand the channel very well,” and “have plenty of opportunities . . . to manage the
inventory” because “[t]he channel developments and pricing dynamics disclosed in November
2018 had not happened (and thus could not have been disclosed) at the time of the August 2018
statement.” Opp. at 24. They argue that the disclosure was the “materialization of a known risk
about inventory dynamics.” Id.**

It is undisputed that Defendants’ excess inventories were disclosed in their Form 8-K in
August 2018. See FAC 9 216 (noting that “NVIDIA’s Form 8-K filed the same day [as the
earnings call] disclosed that the Company had seen its inventory balloon by 37% the previous
quarter, and several analysts asked questions about the glut during the call”); Ex. DD at 18 (Form
8-K); see also Zurek Rpt. 4 165. Analysts were apparently aware that there was some risk that this
inventory could spill over into future quarters. Zurek Rpt. 4 180. Defendants also “regularly
cautioned investors that [they] might ‘build inventory anticipating demand for a product that does
not materialize.”” Opp. at 25 (quoting Ex. T at 15); Zurek Rpt. 4 179. They argue that the fact

that NVIDIA “was ultimately unable to predict how market participants would react” does not

44 Plaintiffs argue that this could not be a materialization of a known risk because the risks had
already materialized. Reply at 16. Disclosures that warn that “risks ‘could’ occur when, in fact,
those risks had already materialized” are materially misleading. In re Facebook, Inc. Sec. Litig.,
87 F.4th 934, 94849 (9th Cir. 2023). Plaintiffs cite a Mav 2017 internal comment discussin
concerns that

- Reply

1scuss1ng a risk that had materialized at that time—it was referencmg an apparently well-known
potential future risk. And it’s not clear at this stage if Defendants knew that the risk had
materialized by August 2018, since the evidence suggests Defendants believed they could
meaningfully clear the inventory until shortly before the November 2018 earnings call. See Sur-
Reply at 7 n.2.
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mean it was not a master at managing its channel or that this was corrective of some prior
misstatement. Opp. at 25.

Plaintiffs suggest that the channel management comments persuaded the public not to be
concerned about the inventory glut, and that the revelations about the failure to offload the
inventory revealed that Defendants’ confidence was misrepresented. See Mot. at 13; Reply at 14—
15; FAC 4/ 217. Plaintiffs point to (1) an analyst report that “[t]he large shortfall in guidance due
to a bloated channel due to crypto-currency is in sharp contrast to the comments around channel
inventory from the company at the last earnings call,” Mason Reply 9 154(a) (emphasis omitted);
(2) internal June 2018 comments that_; and (3) internal
attribution of the later stock price inflation to the channel management comments. Reply at 15.
Plaintiffs also suggest that August 2018 analyst reports stating that “[NVIDIA] had de-risked its
portfolio from crypto” are evidence that the August 2018 comments about channel management
had misled investors. Mason Reply 99 15354 (emphasis omitted). It’s not clear if most of the
de-risking comments referred to NVIDIA’s assurances about channel management, or the fact that
cryptocurrency would no longer be a (volatile) part of GPU demand moving forward, but at least
one analyst appears to have specifically credited the channel management assurances when stating
that “inventories [were] not out of line.” See id. § 153(f).

First, it’s unclear if the June 2018 internal presentation citing_
_ contradicts the claim that NVIDIA was a master at clearing its channel. Dkt.
No. 270-10, Ex. 31 at 4-5, 19-20; see also Dkt. No. 270-11, Ex. 32 at 12 (August 2018

presentation _). For one thing, the Court cannot tell if this was a
reference to _ or_, the latter of which would be

consistent with Defendants’ forecast of no mining impact in Q3 FY19. And, as Defendants note,
“the internal slide deck [Plaintiffs] cite for this proposition actually projected [about a third of the
backlogged weeks of] inventory to sell through by the end of the quarter,” suggesting Defendants
thought their channel management statements were accurate until shortly before the November
disclosure. Sur-Reply at 6, 7 n.2 (citing Ex. 32 at 19 and additional estimates throughout Q3

FY19).
43




United States District Court
Northern District of California

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

Case 4:18-cv-07669-HSG  Document 288  Filed 03/25/26  Page 44 of 50

Nevertheless, the Court is not persuaded that Defendants have met their burden here, even
if the Court is somewhat skeptical of Plaintiffs’ ultimate merits claim regarding the falsity of these
statements. First, at least some analysts apparently connected the disclosure to the prior
statements about inventory management. Mason Reply 99 154(a), (f); see also id. 9 132 (analyst
stating in earnings call that “the last several quarters, you’ve been saying, like on this call, that you
guys felt like you had a really good handle on the channel, and yet it seems like maybe that wasn’t
exactly the case,” and “this tone is a little different from what we’ve heard”). As before, this is
important evidence of price impact, though it’s offset to an extent by some mismatch between the
generic nature of some of the alleged misstatements and the more specific disclosure. In addition,
NVIDIA’s then-VP of Investor Relations and Strategic Finance opined just before the November
2018 disclosure that another reason “the market isn’t pricing in a bigger miss” following news that
AMD had one or two quarters of post-crypto channel inventory was “because of comments we’ve
made on . . . being masters of managing our channel inventory.” Ex. 17 at 2—4; Mason Reply
9 160. As discussed earlier, this is clearly probative evidence of some price impact, and
Defendants’ attempt to brush aside this email is unpersuasive. Sur-Reply at 4 n.1.%°

Given this, the evidence here supports the theory that the November 2018 disclosure
corrected the channel management comments. Defendants have not severed the relationship
between any of the misstatements and the undisputed back-end price impact following the
November 2018 disclosure. Because the Court concludes that adequate evidence supports
Plaintiffs’ contentions that the back-end price impact from the November 2018 disclosure is

attributable to the alleged misstatements about both NVIDIA’s reliance on crypto and its channel

45 Defendants also argue that Plaintiffs disclaimed any theory that Huang’s channel management
statements were false “because he failed to predict that the ‘glut’ of inventory would continue in
the future due to insufficient demand.” Opp. at 25. The Court acknowledges that Plaintiffs’
theory here is somewhat hazy. But Plaintiffs allege that the channel mastery comments, including
the statement that Defendants had “plenty of opportunities . . . [including] the gaming cycle to
manage the inventory,” concealed the fact that the “overwhelming majority of NVIDIA’s
cryptocurrency-related revenues” stemmed from Gaming. FAC §217. The Court understands one
plausible inference here to be that the statements obscured this fact by suggesting that such a large
volume of backlogged inventory could be managed by a gaming cycle and good management,
even absent any cryptocurrency demand. See id. 4 158. This theory does not suggest that
Defendant Huang’s statements were false because they failed to predict the continuation of the
glut.
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management, Defendants have failed to rebut the Basic presumption.
iii.  Other Individualized Questions of Reliance

Defendants also attempt to rebut the Basic presumption by showing that individual class
members would have traded even knowing the allegedly concealed truth, and they argue that
“[r]esolving these individual reliance issues for a substantial portion of the class would overwhelm
common issues.” Opp. at 26. The Supreme Court has suggested that a defendant could rebut the
presumption by showing that “an individual plaintiff traded or would have traded despite his
knowing the statement was false.” Basic, 485 U.S. at 248; see also Halliburton II, 573 U.S. at 269
(“[T]f a defendant could show . . . that a plaintiff would have bought or sold the stock even if he
had been aware that the stock’s price was tainted by fraud, then the presumption of reliance would
not apply.”). In some cases, courts have found that individual investors were “indifferent to the
fraud” alleged and granted judgment for those investors because the Basic presumption had been
rebutted. See In re Vivendi Universal, S.A. Sec. Litig., 183 F. Supp. 3d 458, 466 (S.D.N.Y. 2016)
(“Vivendi”) (summary judgment); GAMCO Invs., Inc. v. Vivendi Universal, S.A., 838 F.3d 214,
221 (2d Cir. 2016) (“GAMCO”) (judgment after bench trial).

Defendants introduce evidence that “scores of putative class members ‘purchased NVIDIA
common stock as part of a long-term Al-focused strategy, and thus for reasons unrelated to . . . the
allegedly concealed information.”” Opp. at 27 (quoting Wood Rpt. 9 24, 65-76). First, the
general fact that some investors purchased a stock as part of a long-term strategy does not mean
that the investors would have traded had they known about the claimed fraud. Cases like Vivendi
came at summary judgment or after trial, when there was substantial evidence regarding particular
investors’ strategies. See Vivendi, 183 F. Supp. 3d at 466—68 (discussing “indifferent value
investor” who had regular meetings with defendant’s senior management and for whom “the
market price . . . was not important”); GAMCO, 838 F.3d at 221 (discussing the “extensive
evidence” and noting that “on this record, . . . in this case, and with regard to this particular fraud,
GAMCO would still have viewed Vivendi’s securities as a profitable investment” (emphasis in
original)). Second, these decisions notably did not decertify the class, instead discussing the

“occasional class members that cannot survive an individualized rebuttal outside of the class
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certification context.” Vivendi, 183 F. Supp. 3d at 465 (reiterating also that “GAMCO is sharply
limited to its unusual facts, and should not be taken to suggest that sophisticated institutional
investors or value-based investors are not entitled to the fraud on the market presumption in
general”) (quotation omitted).

Ultimately, Defendants ask the Court to infer that individual inquiries must be conducted
for each investor by (1) picking off a handful of investors—like Wood, Wood Rpt. q 65—that
might still have traded if they’d known about the fraud; and (2) identifying alternate reasons why
some unidentified number of investors would buy or hold the stock regardless of short-term price
fluctuations. That is insufficient. Compare Van v. LLR, Inc., 61 F.4th 1053, 1069 (9th Cir. 2023)
(finding predominance potentially defeated where record evidence indicated that nearly 20% of
the transactions at issue would require individualized inquiries), with Halliburton 11, 573 U.S. at
276 (“That the defendant might attempt to pick off the occasional class member here or there
through individualized rebuttal does not cause individual questions to predominate.”).
Defendants’ novel theory would represent a seismic change in the law: it would allow a defendant
to rebut reliance in almost every large securities fraud class action just by explicating some long-
term investment strategies relating to the relevant stock. Defendants like NVIDIA would be
almost completely insulated from such class actions under this theory. The Court rejects this
reading of Basic. While this case may involve some individualized inquiries down the line, the
Court cannot conclude from the record that they predominate over the common issues.

b. Damages

Finally, Defendants argue that Plaintiffs have not shown that damages can be calculated by
class-wide evidence consistent with their theory of liability. Opp. at 29. Defendants largely repeat
their argument that Dr. Mason’s “boilerplate” out-of-pocket methodology cannot withstand the
rigorous analysis required under Comcast Corp. v. Behrend, 569 U.S. 27 (2013), because Dr.
Mason fails to explain how he would disaggregate variable daily inflation, inflation attributable to
non-actionable misrepresentations, and damages for materialization of a known risk. Opp. at 29—
30.

Predominance requires that “damages are capable of measurement on a class[-]wide basis,
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in the sense that the whole class suffered damages traceable to the same injurious course of
conduct underlying the plaintiffs’ legal theory.” Just Film, Inc. v. Buono, 847 F.3d 1108, 1120
(9th Cir. 2017) (quoting Comcast, 569 U.S. at 34) (internal quotation marks omitted). As such, “a
model purporting to serve as evidence of damages in [a] class action must measure only those
damages attributable” to the relevant theory of liability. Comcast, 569 U.S. at 35. While a
proffered model “need not be exact” at the class certification stage, it “must be consistent with
[plaintiffs’] liability case.” Id. (quotation omitted); see also Cal. v. Infineon Techs. AG, No. C 06-
4333 PJH, 2008 WL 4155665, at *9 (N.D. Cal. Sept. 5, 2008) (stating that at class certification
stage, court’s role is to “discern only whether plaintiffs have advanced a plausible methodology to
demonstrate that . . . injury can be proven on a class-wide basis” (emphasis added)). Moreover,
while predominance is not shown where “[qJuestions of individual damage calculations will
inevitably overwhelm questions common to the class,” Comcast, 569 U.S. at 34, the “presence of
individualized damages” on its own is insufficient to defeat class certification, Just Film, 847 F.3d
at 1120 (quotation omitted).

Defendants rely on a handful of out-of-circuit cases for the proposition that Dr. Mason
must resolve issues with his unexecuted model at this stage, but the large majority of “[c]ourts in
this District have regularly found that the methodology proposed by Plaintiffs satisfies Comcast.”
SEB Inv. Mgmt. AB v. Wells Fargo & Co., No. 22-CV-03811-TLT, 2025 WL 1243818, at *8
(N.D. Cal. Apr. 25, 2025) (allowing Dr. Mason’s out-of-pocket methodology at class certification
stage for stock inflation case); City of Sunrise Firefighters’ Pension Fund v. Oracle Corp., No. 18-
CV-04844-BLF, 2022 WL 1459567, at *7-*10 (N.D. Cal. May 9, 2022) (collecting cases and
addressing a similar expert report generally opining on how to construct an out-of-pocket model
and disaggregate confounding information); see Dkt. No. 263-2 (citing dozens of cases rejecting
similar Comcast arguments in securities cases). Plaintiffs also offer several substantially similar
expert reports from other cases where Comcast challenges were rejected. See, e.g., Dkt. Nos. 263-
3,263-4 & 263-5.

The Court is not persuaded that the specific factual challenges to calculating class-wide

damages in this case warrant deviation from this well-trodden path. Other courts have rejected
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very similar arguments against out-of-pocket models, and the Court is persuaded by their
reasoning. See, e.g., Sheet Metal Workers Nat’l Pension Fund v. Bayer Aktiengesellschaft, No.
20-CV-04737-RS, 2023 WL 3569981, at *8 (N.D. Cal. May 19, 2023) (rejecting arguments that
expert did not “present[] a model to differentiate between the alleged corrective disclosures and
other, equivalent releases” or “offer[] a way to model the degree to which Defendants understated
the risk™); Weston v. DocuSign, Inc., 348 F.R.D. 354, 368-70 (N.D. Cal. 2024) (rejecting
arguments that expert did “not adequately explain how the out-of-pocket damages method applies
specifically to this case” and “fail[ed] to account for the materialization of risk theory” (emphasis
omitted)); SEB Inv. Mgmt. AB v. Symantec Corp., 335 F.R.D. 277, 288 (N.D. Cal. 2020) (rejecting
challenge that “plaintiff will be unable to disaggregate the artificial inflation from confounding
events,” which “is an inquiry into loss causation [that] need not be analyzed at the class
certification stage”).

An out-of-pocket model addressing the difference in inflation at purchase and inflation at
sale does track Plaintiffs’ theory of liability, even if other complicating factors in calculating
inflation and addressing loss causation may arise in the model. “At the merits stage, . . . plaintiffs
will be required to establish all the necessary elements, including loss causation. They will also be
required to establish a damages model capable of disaggregating causes of inflation outside of the
actionable harms alleged herein. If they cannot, the class may be decertified.” Junge v. Geron
Corp., No. C 20-00547-WHA, 2022 WL 1002446, at *9 (N.D. Cal. Apr. 2, 2022). But for now,
the Court is satisfied that damages are capable of being measured on a class-wide basis using an
event study and an out-of-pocket methodology, and the Court finds that individualized damages
issues will not predominate over common issues. Cf. In re SanDisk LLC Sec. Litig., No. 15-CV-
01455-VC, 2018 WL 4293336, at *2 (N.D. Cal. Sept. 4, 2018) (“The admittedly short portion of
the [expert] report addressing this damages methodology, coupled with its general acceptance,
suffices to show for class certification purposes that class-wide damages can be determined

without excessive difficulty and attributed to [plaintiffs’] theory of liability.” (quotation
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omitted)).*
IV. CONCLUSION

The Court DENIES Defendants’ motion to exclude the damages-related opinions of Dr.
Mason. Dkt. No. 257. The Court GRANTS Plaintiffs’ motion for class certification, Dkt. No.

237, and certifies a class of investors defined as:

All persons or entities who purchased or otherwise acquired the
common stock of NVIDIA between August 10, 2017, and November
15, 2018, inclusive. Excluded from the Class are Defendants, the
officers and directors of NVIDIA at all relevant times, members of
their immediate families and their legal representatives, heirs, agents,
affiliates, successors or assigns, Defendants’ liability insurance
carriers, and any affiliates or subsidiaries thereof, and any entity in
which Defendants or their immediate families have or had a
controlling interest.

Mot. at 7; FAC 4] 247.

The Court further ORDERS that Lead Plaintiffs Lannebo Kapitalférvaltning AB and
Stichting Pensioenfonds PGB are appointed as Class Representatives and ORDERS that Lead
Counsel Kessler Topaz Meltzer & Check, LLP and Bernstein Litowitz Berger & Grossmann LLP
shall serve as Class Counsel.

The Court further SETS a case management conference in this case on April 21, 2026, at
2:00 p.m. The hearing will be held by Public Zoom Webinar. All counsel, members of the public,

and media may access the webinar information at https://www.cand.uscourts.gov/hsg. All

attorneys and pro se litigants appearing for the case management conference are required to join at

least 15 minutes before the hearing to check in with the courtroom deputy and test internet, video,

46 Defendants cite Mulderrig v. Amyris, Inc., 340 F.R.D. 575 (N.D. Cal. 2021), as an example
where a court in this district found that an out-of-pocket damages model fails under Comcast.
Opp. at 30. This isn’t fully accurate. The court rejected the argument that the failure to isolate
confounding information defeated the damages model at class certification. 340 F.R.D. at 588. It
then applied Fifth Circuit precedent to conclude that “to the extent that plaintiffs do proceed on [a
materialization of the risk] theory, the proposed damages model fails under Comcast,” while
certifying the remainder of the damages theory. Id. at 590. Even if the Court found this approach
persuasive, the parties there agreed that plaintiffs were pursuing a materialization of the risk
theory. Id. at 589 n.7. That is not the case here, compare Dkt. No. 263 at 17, with Dkt. No. 264 at
9, and it is not clear that this is Plaintiffs’ theory.
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and audio capabilities. The Court DIRECTS the parties to meet and confer and file a joint case
management statement by April 14, 2026.
The Court also ORDERS the Clerk to update the case caption to match the caption used in

this order.

IT IS SO ORDERED.
Dated: 3/25/2026

HA%W:igD S. GILLIAM, JR. JZ/ ’

United States District Judge
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