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National Semiconductor F4Q09 Loss Less Than Expected 
Restructuring for Profitability, Smart Phone Business Rebounding 

 

Diluted Shares(mil) : 230.1 fye May FY09 act FY10 FY11

Market Cap($mil) : $3,330 Revenue($mil) $1,460.4 $1,183.7 $1,188.2

Avg Volume(,000) : 7,755  EPS $0.31 $0.26 $0.40

Net Cash/Share: ($2.56) Price/Sales 2.3 2.8 2.8

Quarter Dividend $0.08 Price/EPS 46.7 55.7 36.2Hold (Sell?) .  Trade from $9.50 to $15.

Closing Price 6/11/09

Recommendation/Target

$14.47

 

 

National Semiconductor is a leading supplier of power management and amplifier analog integrated circuits primarily to high-end cell phone 

handsets and a broad array of industrial markets.  It is expanding into solar module and LED lighting power management markets. 

 
Summary:  National announced May-ended FY4Q earnings after the close yesterday.  All operating metrics 
bettered guidance and expectations, although sales declined by 4% sequentially and the net loss totaled ($0.28) per 
share including significant restructuring charges.  Continued strength from the Chinese wireless infrastructure build-
out and rebounding Smart Phone handsets were offset by weak networking and broad industrial markets.  Business 
is improving, but management is specifically NOT declaring a recovery.  I am raising my estimates but consider the 
shares to be pretty much fully valued on a fundamental basis at the current price level.  While I am certainly not 
recommending accumulating shares at current price levels, I caution that shorting should be predicated on bearish 
macroeconomic assumptions and skepticism with respect to at least the timing of the company’s growth initiatives. 
 

Business Improving—But No Recovery:    Business is improving, but management is NOT calling a recovery.  
Bookings grew by 30%, and were up for the first time in four quarters due to the abatement of cancellations and 
push-outs by OEMs.  Distribution resales were up slightly although the company under-shipped to demand and the 
channel bled inventory once again.  Distribution accounts for about half of sales and resales are expected to be flat 
this quarter.  Turns business from distribution is improving, with Europe more skittish and Asia more positive. 
 

Mobile markets accounted for 30% of revenue lead by handset sales growth of 6% and bookings growth of 50% 
ahead of multiple expected Smart Phone introductions over the next couple of quarters.  Communications and 
networking markets accounted for 12% of sales that were flat on a dollar basis as continued strength from Chinese 
3G base stations was offset by networking market weakness.  Industrial markets continue to account for 35-40% of 
sales and declined by 10% with no signs of recovery from sectors served by distribution that include medical, 
automotive, aerospace and military.  Analog products accounted for 90% of sales and declined by 4%, including:  
power management at 46% down by 7%, although bookings were up by 40% from handsets; amplifiers at 23% 
down by only 2% on strength from handsets and China 3G; interface at 11% and up by 4% on the same strengths; 
and data converters at 5% down by 7% due to industrial market weakness. 
 

NSM has the privilege of leading each earnings season by approximately four weeks due to its May-ending fiscal 
year.  Its fiscal periods capture two of the three months of the calendar quarter, and very often offer the first view to 
investors of the actual performance of the prior quarter and guidance to the forthcoming one.  However, I don’t 
believe the company is a valid leading indicator to current industry business conditions due to the unique timing and 
profile of the current macroeconomic downturn—not to mention its weighted exposure to Smart Phones.   
 

F4Q Review:  NSM exceeded the favorable end of its range of guidance across all financial metrics, although it did 
not exceed the range of published estimates for sales and earnings.  Revenue was better than expected on continued 
strength from China 3G infrastructure and a rebound in Smart Phone handsets, but declined overall by 4% due to 
offsetting weakness from distribution/industrial and networking markets.  Gross margin improved on headcount 
reduction and cost savings, including 100 basis points of one-time reductions in year-end incentive compensation.   
 

in millions Estimate Actual EPS Impact Guidance Consensus Range

Revenue $270.5 $280.8 $0.02 $263-278 $273.4 $269-285

Revenue Growth -7.5% -4.0% -10%-5% -6.5% -8%-2.4%

Gross Margin 55.5% 58.3% $0.03 55-56%

Operating Expenses $139.5 $117.1 $0.06 136-143

Restruct/Impairment $138.0 $116.7 $0.07 130-145

Interest/Other ($14.5) ($9.4) $0.02 (15-16)

Tax Rate 30.5% 20.0% ($0.06) 30-31%

Diluted Shares 231.4 230.1

Diluted EPS ($0.43) ($0.28) $0.15 ($0.38) ($0.43-$0.01)

F4Q09
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Utilization was up slightly to 38% on stronger than expected sales.  $116M in restructuring charges included $60M 
in severance and $56M in asset impairment and other exit costs.  Stock compensation last quarter totaled $16M 
including $3M in COGS, $5M in R&D and $8M in SG&A.  Company inventory declined by $15M and channel 
inventory fell from over 11 weeks to under 10 weeks.  ASPs were up by 1-2% year-year on new product 
introductions.  The tax rate of 20% included adjustments that would have rendered a normalized rate of 28% and the 
diluted share count would have been 234M if the company had been profitable.  Capital expenditures approximated 
$5M, inventory declined by $15M, and cash of $700M fell by $77M after $141M of debt repayment.  F4Q lasted the 
usual 13 weeks compared to the prior quarter’s 14 weeks.   
 

Restructuring Galore:  National cut 500 non-manufacturing employees last quarter as part of previously 
announced 850-employee layoff.  The Suzhou, China assembly closure at the end of F1Q should yield 100 basis 
points of incremental gross margin, while the Arlington, Texas fab closure at the end of F4Q10 is expected to yield 
another 400 basis points—at the end of which should allow NSM to generate 60% gross margins at sales less then 
$300M per quarter with over 80% incremental revenue fall-through to gross margin. The Texas fab accounted for 
14-15% of capacity last quarter and the company will be able to support $500M in quarterly sales after this 
consolidation.  No existing product programs have been cut and the ultimate headcount reduction is expected to trim 
25% from its total of 6,500 two quarters ago.  Two wafer fabs and one assembly facility will remain. 
 

Growth Initiatives:  The company expects to leverage its strength in power management and drive growth across 
five fronts:  expand its Simple Switcher family for handsets; expand its LM5K family of high-power regulators and 
converters proving popular in the China 3G build-out; serve the LED lighting market with a TAM of $300M this 
year and CAGR of 50% to $1B by 2012; serve the mobile display, lighting, RF and GPS markets; and expand into 
solar power and electric vehicle energy and battery management.  Its SolarMagic power optimization module at 
$150 a crack promises considerable upside, although the timing and logistics of this opportunity remain to be seen.  
Management remains committed to its National 3.0 initiative for a long-term financial model (call it after the 
restructuring is complete) of 60/30/20 for gross margin, operating margin and ROIC, respectively.   
 

F1Q Guidance:  Revenue +2+9% to $285-305M on backlog gains and turns orders despite typical seasonal 
weakness (the high-end if turns business persists).  Gross margin up 50-100 basis points to 58.8-59.3% on slightly 
better factory utilization; R&D at $65-68M; SG&A at $65-68 as well; restructuring charges of $6-8M associated 
with Texas fab process transfers (falling off F3Q); other expense at $1M; interest expense $15-16M; tax rate of 30-
31%; and capital expenditures at $12-16M.  Stock compensation expense next quarter is included in the 
aforementioned expenses at $17M including $3M in COGS, $5M in RD, and $9M in SGA.   
 

Raising Estimates:  My updated revenue and gross margin estimates for the current quarter are above the mid-point 
of the range of guidance, although I am using the mid-points for operating expenses, restructuring, interest expense 
and tax rate.  I am being very conservative on my revenue assumption over the next several quarters because I 
simply do not trust the current economic climate.  However, I am giving management full credit for the things they 
can control:  gross margin improvements due to restructuring actions and new product mix; and very tight operating 
expense control (basically flat over the next two years).  Revenue upside potential is possible from two fronts:  
improving macroeconomic conditions and new opportunities from solar power modules and/or LED lighting 
markets.  I am not ready to bet on any of this at this time, but it all could provide meaningful upside. 
 

FY2011

in millions Previous Update Previous Update New

Revenue $270.5 $300.0 $1,090.6 $1,183.7 $1,188.2

Revenue Growth 0.0% 6.8% -24.8% -18.9% 0.4%

Gross Margin 57.0% 59.0% 58.7% 59.3% 62.0%

Operating Expenses $139.5 $133.0 $558.0 $532.0 $532.0

Restruct/Impairment $0 $7 $0 $17 $0.0

Interest/Other ($14.5) ($16.0) ($58.0) ($64.0) ($64.0)

Tax Rate 30.5% 30.5% 30.5% 30.5% 30.5%

Diluted EPS $0.00 $0.06 $0.07 $0.26 $0.40

FY2010F1Q10

 
 

Fully-Valued Shares:  Fundamental relative and intrinsic valuation metrics are specified on page 6 of this report.  I 
consider the shares pretty much fully valued at current price levels, and recommend a trading range between a recent 
technical support level around $9.50 and my 12-month target price of $15 based on (a fairly rich) 3-times FY11 
sales (amid depressed earnings and book value, not to mention negative net cash).  While I am certainly not 
recommending accumulating shares at current price levels, I caution that shorting should be predicated on bearish 
macroeconomic assumptions and skepticism with respect to at least the timing of the company’s growth initiatives. 
 

―Dan K. Scovel 

           Semiconductor Analyst 
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National Semiconductor 2900 Semiconductor Drive, Santa Clara, CA  95052 408-721-5000

Income Statement www.national.com

(dollars in thousands, except per share data) * restated

Fiscal year ends May

FY2008 FY2009 act FY2010 est FY2011

FY07 Q1 Q2 Q3 Q4 FY08 Q1 Q2 Q3 Q4 FY09 Q1 Q2 Q3 Q4 FY10 Q1 Q2 Q3 Q4 FY11

Sales 1,929.9 471.5 499.0 453.4 462.0 1,885.9 465.6 421.6 292.4 280.8 1,460.4 300.0 306.0 284.6 293.1 1,183.7 293.1 307.8 289.3 298.0 1,188.2
COGS 757.7 174.6 177.8 161.7 157.4 671.5 158.4 144.2 124.3 117.2 544.1 123.0 122.4 119.5 117.2 482.2 109.9 113.9 112.8 114.7 451.3
Gross Profit 1,172.2 296.9 321.2 291.7 304.6 1,214.4 307.2 277.4 168.1 163.6 916.3 177.0 183.6 165.1 175.9 701.5 183.2 193.9 176.5 183.3 736.8

R&D 363.7 93.8 91.9 87.1 90.2 363.0 89.6 91.6 72.9 51.9 306.0 66.5 66.5 66.5 66.5 266.0 66.5 66.5 66.5 66.5 266.0
SG&A 310.9 75.5 82.8 77.4 79.8 315.5 81.8 69.5 66.5 65.2 283.0 66.5 66.5 66.5 66.5 266.0 66.5 66.5 66.5 66.5 266.0
Restructuring/other 7.9 (4.6) 2.7 20.0 8.7 26.8 1.0 28.0 (1.6) 116.7 144.1 7.0 7.0 1.5 1.5 17.0 0.0 0.0 0.0 0.0 0.0
Operating Expense 682.5 164.7 177.4 184.5 178.7 705.3 172.4 189.1 137.8 233.8 733.1 140.0 140.0 134.5 134.5 549.0 133.0 133.0 133.0 133.0 532.0

Operating Income 489.7 132.2 143.8 107.2 125.9 509.1 134.8 88.3 30.3 (70.2) 183.2 37.0 43.6 30.6 41.4 152.5 50.2 60.9 43.5 50.3 204.8

Interest Income 38.9 (8.4) (13.6) (14.9) (14.8) (51.7) (14.5) (14.9) (16.7) (16.2) (62.3) (16.0) (16.0) (16.0) (16.0) (64.0) (16.0) (16.0) (16.0) (16.0) (64.0)
Other Income, net 2.0 (1.1) (0.8) (5.4) 1.1 (6.2) (2.8) (12.3) 1.0 6.8 (7.3) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Pretax Income 530.6 122.7 129.4 86.9 112.2 451.2 117.5 61.1 14.6 (79.6) 113.6 21.0 27.6 14.6 25.4 88.5 34.2 44.9 27.5 34.3 140.8
Taxes 155.3 37.1 38.8 14.0 29.0 118.9 37.9 24.8 (6.5) (15.9) 40.3 6.4 8.4 4.4 7.7 27.0 10.4 13.7 8.4 10.4 43.0
Net Income 375.3 85.6 90.6 72.9 83.2 332.3 79.6 36.3 21.1 (63.7) 73.3 14.6 19.2 10.1 17.6 61.5 23.8 31.2 19.1 23.8 97.9

EPS-basic $1.12 $0.32 $0.35 $0.30 $0.35 $1.31 $0.34 $0.16 $0.09 ($0.28) $0.32 $0.06 $0.08 $0.04 $0.08 $0.26 $0.10 $0.13 $0.08 $0.10 $0.41
Shares-basic 334.2 270.1 258.9 245.4 236.8 252.8 230.8 228.0 228.4 230.1 229.1 231.3 232.4 233.6 234.7 233.0 235.9 237.1 238.3 239.5 237.7

EPS-diluted $1.12 $0.30 $0.33 $0.29 $0.34 $1.26 $0.33 $0.16 $0.09 ($0.28) $0.31 $0.06 $0.08 $0.04 $0.07 $0.26 $0.10 $0.13 $0.08 $0.10 $0.40
Shares-diluted 334.2 283.9 271.5 255.5 246.3 264.3 241.3 234.0 231.3 230.1 235.1 235.3 236.4 237.6 238.7 237.0 239.9 241.1 242.3 243.5 241.7

EPS-pro forma $0.43 $0.36 $0.12 $0.29 $1.22

Margin Analysis
GM 60.7% 63.0% 64.4% 64.3% 65.9% 64.4% 66.0% 65.8% 57.5% 58.3% 62.7% 59.0% 60.0% 58.0% 60.0% 59.3% 62.5% 63.0% 61.0% 61.5% 62.0%
R&D 18.8% 19.9% 18.4% 19.2% 19.5% 19.2% 19.2% 21.7% 24.9% 18.5% 21.0% 22.2% 21.7% 23.4% 22.7% 22.5% 22.7% 21.6% 23.0% 22.3% 22.4%
SG&A 16.1% 16.0% 16.6% 17.1% 17.3% 16.7% 17.6% 16.5% 22.7% 23.2% 19.4% 22.2% 21.7% 23.4% 22.7% 22.5% 22.7% 21.6% 23.0% 22.3% 22.4%
Operating Income 25.4% 28.0% 28.8% 23.6% 27.3% 27.0% 29.0% 20.9% 10.4% -25.0% 12.5% 12.3% 14.2% 10.7% 14.1% 12.9% 17.1% 19.8% 15.0% 16.9% 17.2%
Pretax Income 27.5% 26.0% 25.9% 19.2% 24.3% 23.9% 25.2% 14.5% 5.0% -28.3% 7.8% 7.0% 9.0% 5.1% 8.7% 7.5% 11.7% 14.6% 9.5% 11.5% 11.9%
Tax Rate 29.3% 30.2% 30.0% 16.1% 25.8% 26.4% 32.3% 40.6% -44.5% 20.0% 35.5% 30.5% 30.5% 30.5% 30.5% 30.5% 30.5% 30.5% 30.5% 30.5% 30.5%
Net Income 19.4% 18.2% 18.2% 16.1% 18.0% 17.6% 17.1% 8.6% 7.2% -22.7% 5.0% 4.9% 6.3% 3.6% 6.0% 5.2% 8.1% 10.1% 6.6% 8.0% 8.2%

Qtr-to-Qtr Growth

Revenue 3.4% 5.8% -9.1% 1.9% 0.8% -9.5% -30.6% -4.0% 6.8% 2.0% -7.0% 3.0% 0.0% 5.0% -6.0% 3.0%
Gross Profit 4.2% 8.2% -9.2% 4.4% 0.9% -9.7% -39.4% -2.7% 8.2% 3.7% -10.1% 6.6% 4.2% 5.8% -9.0% 3.8%
Operating Income 15.9% 8.8% -25.5% 17.4% 7.1% -34.5% -65.7% -332% -153% 17.8% -29.9% 35.4% 21.3% 21.3% -28.6% 15.6%
Net Income -5.0% 5.8% -19.5% 14.1% -4.3% -54.4% -41.9% -402% -123% 31.4% -47.3% 74.3% 34.8% 31.3% -38.8% 24.7%
EPS 15.2% 10.4% -15.1% 18.3% -1.8% -53.8% -42.0% -399.7% -123% 30.8% -47.5% 73.4% 34.1% 30.6% -39.1% 24.1%

Year-to-Year Growth

Revenue -12.0% -12.9% -0.5% 5.2% 1.3% -2.3% -1.3% -15.5% -35.5% -39.2% -22.6% -35.6% -27.4% -2.7% 4.4% -18.9% -2.3% 0.6% 1.7% 1.7% 0.4%
Gross Profit 7.0% -11.2% 8.7% 13.2% 7.0% 3.6% 3.5% -13.6% -42.4% -46.3% -24.5% -42.4% -33.8% -1.8% 7.5% -23.4% 3.5% 5.6% 6.9% 4.2% 5.0%
Operating Income -3.6% -20.1% 15.6% 25.1% 10.3% 4.0% 2.0% -38.6% -71.7% -156% -64.0% -72.6% -50.6% 0.8% -159% -16.7% 35.7% 39.7% 42.3% 21.5% 34.3%
Net Income -8.4% -28.7% -0.9% -1.1% -7.7% -11.5% -7.0% -59.9% -71.1% -177% -77.9% -81.7% -47.2% -52.1% -128% -16.1% 62.8% 62.7% 88.8% 35.0% 59.1%
EPS -2.4% -9.3% 28.5% 33.1% 27.7% 17.1% 8.8% -54.5% -68.9% -179% -75.7% -81.7% -48.2% -53.1% -127% -17.5% 59.6% 59.5% 85.0% 32.4% 55.9%

Dan K. Scovel, Tokeneke Research LLC , 203-604-0183, dscovel@tokenekeresearch.com 6/12/09
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National Semiconductor

Financial Summary
(dollars in millions) * restated

Fiscal year ends May

FY2007 FY2008 FY2009 F3Q08 F4Q08 F1Q09 F2Q09 F3Q09 F4Q09
Assets

Cash and equivalents 828.6 736.8 700.3 871.0 736.8 692.5 785.9 777.1 700.3

Short-tem investments 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Net accounts receivable 150.6 137.3 71.7 153.5 137.3 156.2 125.9 82.6 71.7

Quick Assets 979.2 874.1 772.0 1,024.5 874.1 848.7 911.8 859.7 772.0

Inventories 176.0 148.6 134.6 146.4 148.6 148.9 154.5 149.6 134.6
Other 135.3 148.9 190.2 126.4 148.9 128.1 117.7 126.7 190.2

Current Assets 1,290.5 1,171.6 1,096.8 1,297.3 1,171.6 1,125.7 1,184.0 1,136.0 1,096.8

Property, plant and eqt, net 583.5 557.3 461.8 564.8 557.3 554.0 559.3 542.0 461.8
Goodwill 63.6 60.5 61.5 60.5 60.5 60.5 60.5 60.5 61.5

Deferred tax assets 197.8 247.5 241.9 233.6 247.5 250.6 236.5 273.4 241.9

Other assets 69.9 112.2 101.3 91.7 112.2 117.3 108.2 101.5 101.3

Total Assets 2,205.3 2,149.1 1,963.3 2,247.9 2,149.1 2,108.1 2,148.5 2,113.4 1,963.3

Liabilities and Shareholders Equity
Current portion of long-term debt 0.0 62.5 62.5 62.5 62.5 62.5 62.5 187.5 62.5

Accounts payable 59.9 53.5 40.3 71.0 53.5 62.4 58.2 47.6 40.3

Accrued expenses 122.7 180.3 144.6 161.2 180.3 127.8 187.9 119.9 144.6
Income taxes payable 117.4 12.3 28.2 26.8 12.3 17.3 11.6 33.4 28.2

Current Liabilities 300.0 308.6 275.6 321.5 308.6 270.0 320.2 388.4 275.6

Long-term debt 20.6 1,414.8 1,227.4 1,428.8 1,414.8 1,397.4 1,383.4 1,244.4 1,227.4
Other 157.7 228.8 283.3 238.3 228.8 238.6 231.8 227.9 283.3

Total Liabilities 478.3 1,952.2 1,786.3 1,988.6 1,952.2 1,906.0 1,935.4 1,860.7 1,786.3
Common stock 155.1 116.3 116.3 121.3 116.3 114.8 114.7 114.8 116.3

Additional paid-in capital 0.0 0.0 67.6 0.0 0.0 0.0 7.4 25.7 67.6

Retained earnings 1,685.7 167.4 116.8 230.3 167.4 174.1 178.3 199.5 116.8
Accumulated other comp. loss (113.8) (86.8) (123.7) (92.3) (86.8) (86.8) (87.3) (87.3) (123.7)

Total Shareholders Equity 1,727.0 196.9 177.0 259.3 196.9 202.1 213.1 252.7 177.0

Total Liabilities and Equity 2,205.3 2,149.1 1,963.3 2,247.9 2,149.1 2,108.1 2,148.5 2,113.4 1,963.3

Sales and Income
Revenue 1,929.9 1,885.9 1,460.4 453.4 462.0 465.6 421.6 292.4 280.8

COGS 757.7 671.5 544.1 161.7 157.4 158.4 144.2 124.3 117.2

Net income 375.3 332.3 73.3 72.9 83.2 79.6 36.3 21.1 (63.7)

Other
Capital Expenditures 106.6 94.7 82.6 48.2 10.0 22.3 32.8 20.6 6.9
Depreciation and Amortization 144.7 132.7 119.8 67.1 33.0 31.2 30.3 30.5 27.8

Shares (weighted average diluted) 334.2 264.3 235.1 255.5 246.3 241.3 234.0 231.3 230.1

Employees (units) 6,500 6,000
Dividends Paid 45.1 50.6 64.4 14.9 14.4 14.0 13.7 18.3 18.4

Stock Repurchased 2,123.5 128.4 119.7 223.7 105.0 23.0 0.4 0.0

Ratios

Liquidity
Quick Ratio 3.26 2.83 2.80 3.19 2.83 3.14 2.85 2.21 2.80

Current Ratio 4.30 3.80 3.98 4.04 3.80 4.17 3.70 2.92 3.98

Leverage

Debt Ratio 0.22 0.91 0.91 0.88 0.91 0.90 0.90 0.88 0.91
Long-term Debt/Capital 0.08 0.76 0.77 0.74 0.76 0.78 0.75 0.70 0.77

Asset Management
Fixed Asset Turnover 3.3 3.3 2.9 3.2 3.3 3.4 3.0 2.1 2.2

Total Asset Turnover 0.9 0.9 0.7 0.8 0.8 0.9 0.8 0.5 0.6

Recievables DSO 28 26 18 30 27 30 27 25 23
Inventory Days 84 80 89 81 85 85 96 108 103

Inventory Turns 4.3 4.1 3.8 4.4 4.3 4.3 3.8 3.3 3.3

Profitability

Gross Margin 60.7% 64.4% 62.7% 64.3% 65.9% 66.0% 65.8% 57.5% 58.3%

Net Margin 19.4% 17.6% 5.0% 16.1% 18.0% 17.1% 8.6% 7.2% -22.7%
Return on Assets 17.0% 15.3% 3.6% 12.9% 15.1% 15.0% 6.8% 4.0% -12.5%

Return on Equity 21.7% 34.5% 39.2% 108.7% 145.9% 159.6% 69.9% 36.2% -118.6%

Per Share Data

Book Value/Share $5.17 $0.74 $0.75 $1.01 $0.80 $0.84 $0.91 $1.09 $0.77
Tangible Book Value/Share $4.98 $0.52 $0.49 $0.78 $0.55 $0.59 $0.65 $0.83 $0.50

Gross Cash/Share $2.48 $2.79 $2.98 $3.41 $2.99 $2.87 $3.36 $3.36 $3.04

Net Cash/Share $2.42 ($2.80) ($2.51) ($2.43) ($3.01) ($3.18) ($2.82) ($2.83) ($2.56)
Earnings/Share $1.12 $1.26 $0.31 $0.29 $0.34 $0.33 $0.16 $0.09 ($0.28)
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National Semiconductor

Sales Analysis
dollars in millions

Fiscal year ends May

F1Q F2Q F3Q F4Q FY07 F1Q F2Q F3Q F4Q FY08 F1Q F2Q F3Q F4Q FY09

Revenue by Product

Power 222.0      220.7      202.6      209.7      855.0      212.2      239.5      213.1      217.1      881.9      218.8      193.9      137.4      129.2      679.4      

Amplifiers/Comparators 108.3      105.3      103.4      114.0      431.0      117.9      129.7      104.3      110.9      462.8      107.1      101.2      64.3        64.6        337.2      

Interface 48.7        40.1        34.5        31.9        155.2      37.7        44.9        36.3        37.0        155.9      51.2        46.4        29.2        30.9        157.7      

Data Converters 32.5        25.1        21.6        22.8        101.9      23.6        25.0        22.7        23.1        94.3        23.3        21.1        17.5        14.0        75.9        

Other Analog 54.1        35.1        21.6        22.8        133.6      37.7        20.0        27.2        18.5        103.4      14.0        12.6        11.7        14.0        52.4        

Total Analog 465.6      426.4      383.6      401.2      1,676.7   429.1      459.1      403.5      406.6      1,698.2   414.4      375.2      260.2      252.7      1,302.6   

Non-Analog 75.8        75.2        47.4        50.1        248.6      42.4        44.9        49.9        50.8        188.0      46.6        42.2        32.2        28.1        149.0      

Total Revenue 541.4      501.6      431.0      455.9      1,925.3   471.5      499.0      453.4      462.0      1,886.3   465.6      421.6      292.4      280.8      1,451.5   

Growth

Power -0.6% -8.2% 3.5% 1.2% 12.9% -11.0% 1.9% 3.2% 0.8% -11.4% -29.1% -6.0% -23.0%

Amplifiers/Comparators -2.7% -1.8% 10.2% 3.4% 10.1% -19.6% 6.3% 7.4% -3.4% -5.5% -36.4% 0.4% -27.1%

Interface -17.6% -14.1% -7.4% 18.2% 19.1% -19.2% 1.9% 0.4% 38.6% -9.5% -37.0% 5.6% 1.2%

Data Converters -22.8% -14.1% 5.8% 3.4% 5.8% -9.1% 1.9% -7.5% 0.8% -9.5% -16.8% -20.0% -19.5%

Other Analog -35.1% -38.6% 5.8% 65.5% -47.1% 36.3% -32.1% -22.6% -24.4% -9.5% -7.5% 20.0% -49.4%

Total Analog -8.4% -10.0% 4.6% 6.9% 7.0% -12.1% 0.8% 1.3% 1.9% -9.5% -30.6% -2.9% -23.3%

Non-Analog -0.7% -37.0% 5.8% -15.4% 5.8% 11.1% 1.9% -24.4% -8.4% -9.5% -23.7% -12.7% -20.8%

Total Revenue -7.4% -14.1% 5.8% 3.4% 5.8% -9.1% 1.9% -2.0% 0.8% -9.5% -30.6% -4.0% -23.0%

Revenue Percent

Power 41.0% 44.0% 47.0% 46.0% 44.4% 45.0% 48.0% 47.0% 47.0% 46.8% 47.0% 46.0% 47.0% 46.0% 46.8%

Amplifiers/Comparators 20.0% 21.0% 24.0% 25.0% 22.4% 25.0% 26.0% 23.0% 24.0% 24.5% 23.0% 24.0% 22.0% 23.0% 23.2%

Interface 9.0% 8.0% 8.0% 7.0% 8.1% 8.0% 9.0% 8.0% 8.0% 8.3% 11.0% 11.0% 10.0% 11.0% 10.9%

Data Converters 6.0% 5.0% 5.0% 5.0% 5.3% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0% 6.0% 5.0% 5.2%

Other Analog 10.0% 7.0% 5.0% 5.0% 6.9% 8.0% 4.0% 6.0% 4.0% 5.5% 3.0% 3.0% 4.0% 5.0% 3.6%

Total Analog 86.0% 85.0% 89.0% 88.0% 87.1% 91.0% 92.0% 89.0% 88.0% 90.0% 89.0% 89.0% 89.0% 90.0% 89.7%

Non-Analog 14.0% 15.0% 11.0% 11.0% 12.9% 9.0% 9.0% 11.0% 11.0% 10.0% 10.0% 10.0% 11.0% 10.0% 10.3%

Total Revenue 100.0% 100.0% 100.0% 99.0% 100.0% 100.0% 101.0% 100.0% 99.0% 100.0% 99.0% 99.0% 100.0% 100.0% 100.0%

Revenue by Region

Asia-Pacific 885.7      924.3      

Americas 423.6      377.3      

Europe 404.3      339.5      

Japan 211.8      245.2      

Total 1,925.3   1,886.3   

Revenue Percent

Asia-Pacific 46.0% 49.0%

Americas 22.0% 20.0%

Europe 21.0% 18.0%

Japan 11.0% 13.0%

Total 100.0% 100.0%

Revenue by Market

Handsets/Mobile 33% 30% 30% 30%

Communication/Network 10% 12% 12% 12%

Industrial 38% 38% 38% 38%

Other 19% 20% 20% 20%

Total 100% 100% 100% 100%

Other

Orders -7% -33% -25% 30%

Utilization 70% 66% 37% 38%
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National Semiconductor

Valuation

Price Diluted CAP FY Qtr Div

Company Ticker 6/11/2009 Low High 2007 2008 2009 2010 2007 2008 2009 2010 Shares(mil) ($ mil) TTM Cur FY Nxt FY Ends Div/sh Yield
National Semiconductor * NSM 14.47 1.13 1.12 -0.05 0.34 12.8 12.9 NM 42.6 230                3,330           2.3 2.8 2.8 May $0.08 2.2%

Analog Devices ADI 25.74 1.51 1.55 0.88 1.09 17.0 16.6 29.3 23.6 292                7,526           3.3 3.9 3.7 Oct $0.20 3.1%

Linear Technology LLTC 23.72 1.70 2.01 1.02 1.16 14.0 11.8 23.3 20.4 222                5,266           4.9 5.5 6.0 Jun $0.22 3.7%

Maxim Integrated Products MXIM 16.60 0.86 0.48 0.17 0.54 19.3 34.6 97.6 30.7 304                5,053           2.9 3.2 3.2 Jun $0.20 4.8%

STMicroelectronics STM 8.18 0.44 0.44 -0.88 0.05 18.6 18.6 NM NM 874                7,152           0.8 0.9 0.9 Dec-ADR $0.03 1.5%

Texas Instruments * TXN 20.84 1.8 1.51 0.85 1.24 11.6 13.8 24.5 16.8 1,277             26,613         2.4 2.8 2.7 Dec $0.11 2.1%

Average 16.1 19.1 43.7 22.9 2.9 3.3 3.3

* Tokeneke estimate

Source:  consensus as of 6/8/09

Price

Company Ticker 6/11/2009
National Semiconductor NSM $14.47

* weekly since 1990

3.73 - 13.74

13.38 - 30.66

Relative Valuation

Historical Valuation

52-Week CY EPS CY P/E Price-Sales

9.02 - 24.21

15.29 - 34.59

17.69 - 34.83

10.72 - 22.80

Trailing 12-month

Price/Earnings Price/Sales Price/Book

Current Historical*
46.7 2.3 18.8

Current Historical* Current Historical*

Average

High

Low

38.8

600.0

7.1

Average

High

Low

2.1

6.6

0.2

Average

High

Low

2.8

16.3

0.5
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or sell any security or to participate in any investment or trading strategy.  Opinions expressed in this report reflect the judgment of Tokeneke Research LLC on the 
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The Company 
Tokeneke Research is an independent research firm specializing in semiconductor industry business issues, providing 

fundamental research focused on US equities across all market capitalizations within the sector to investors.  The company was 

founded in 2005 and is based in Connecticut. 

 

The Offering 
• Monthly Newsletter:  A summarized review of noteworthy industry business developments, sales statistics, and sector equity 

market performance, as well as a near-term and annual outlook for sector business fundamentals and share prices.  This 

report typically includes two pages of text and a handful of recurring charts and tables.  It is intended for relatively broad-

based distribution. 

• Industry Reports:  A semi-annual publication offering insight and perspective to industry-wide, multi-year forecast updates; 

periodic sub-sector product type and/or end-market reviews; fundamental and valuation perspectives on sector equity 

relationships; and an industry introduction and overview.  These are more detailed reports with varying shelf-lives, and are 

intended for narrow distribution to interested clients.  

• Company Reports:  Fundamental equity research including earnings estimates and customized valuation analysis. 

• Consulting:  Special projects of limited or extended duration, as well as periodic access of varying frequency. 

 

Publications are distributed via email in .pdf format, unless otherwise requested.  Client confidentiality and customized 
research exclusivity accommodated.  Rates vary with the nature, duration, and terms of offerings. 

 

My Background 
I have an electrical engineering background, nearly 12 years of semiconductor industry experience, and was on Wall Street for 

nearly eight years where I was selected as the Best On The Street semiconductor analyst for 2002 by The Wall Street Journal, 

and third-rated Best of the Best across all sectors. 

 

I obtained my undergraduate BS degree in electrical engineering from the University of Washington, and my MBA from Santa 

Clara University.  My industry experience consists of nearly 12 years in various technical sales and marketing roles at four 
different semiconductor firms located in Silicon Valley beginning with Advanced Micro Devices in 1984, followed by two 

small start-up companies, and ending at Cirrus Logic where I supported the firm’s Japanese market development.  I joined 

Fahnestock & Co. as a senior semiconductor analyst in 1996 and was recruited by Needham & Co. in April 2000. 

 

My formal coverage list as a sell-side analyst included the following equities:  AMD, ALSC, ALTR, ARTI, ATML, CUBE, 

CY, ESST, GNSS, INTC, ISSI, LSI, MOSY, MU, OIIM, OVTI, RMTR, SIII, SMSC, STEC, SVTG, TDFX, TSRA, TXN, and 

ZRAN. 

 

         ―Dan K. Scovel 

           Semiconductor Analyst 
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