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Intrinsic Valuation Historical Update
Resetting of Average Historical Fundamental Valuations

Summary: On March 8, 2010 I updated the historical data sets used to calculate price-sales and price-earnings in
the Tokeneke Research Intrinsic Valuation spreadsheet from 9/29/07 to 2/4/10. Inclusion of 2008 and 2009 into the
dataset generally lowered historical average valuations, as would be expected during this period of stress and
multiple compression in the overall equity markets.

Observations:

e T used the Bloomberg terminal in the Darien, CT public library, and downloaded historical price-earnings,
price-book, and price-sales data on a weekly interval for the period from September 2007 to the current day
on February 4, 2010. This information was subsequently incorporated into the Tokeneke Research
spreadsheet beginning on March 8, 2010.

e There did not seem to be any data available prior to 1/1/08, so there is a structural defect in my dataset
between 9/28/07 and 1/1/08. There also appeared to be limited availability of data for smaller and
international and lesser-followed issues.

e The price-earnings datasets were limited due to the cyclical nature of the chip sector. As expected, there
were very few new highs established over 2008 and 2009, but a large number of new lows—albeit not as
many as I would have expected given the stress in the equity markets during the first half of 2009.

e  Price-Sales Updates:

o Almost all historical average calculations were nudged down, as would be expected, with only five
exceptions: CEVA, MSCC, ONNN, STEC and SUPX. Why? CEVA'’s processor architecture
move into cell phones; Microsemi’s consolidation in the military and aerospace markets; ON
Semi’s progress in debt restructuring; STEC’s strategic business model change into SSDs; and
Supertex’s success in a couple of end markets.

o Almost no new highs, except for: CEVA, STEC and SWKS (incremental).

o Lots of new lows. Out of 109 issues in the Tokeneke Research spreadsheet; 13 had no historical
data prior to this update; 11 of those now have such data; only 2 still don’t have any historical
information (NLST and PXPL); and 41 of the remaining 93 (or 44%) established new lows.

o 28 issues had no change to their historical average calculation. I consider this odd, although most
were due to the lack of available updates. Equities included: ADPT, ARMH, CNXT, CRUS,
DIOD, ENTN, HIMX, IKAN, IRF, LDIS, LOGC, MOSY, MTLK, NSM, PXLW, QUIK, RMBS,
RMTR, SIMO, SMSC, SSTI, SWKS, TRID, TSEM, TSM, UMC, VIRL and VTSS.

Background: Intrinsic Valuation at Tokeneke Research reflects fundamental equity valuation metrics compared
against the history of those metrics for the life of that equity. Specifically, I compare current trailing-12-month
price-sales and price-earnings ratios against the average history of those criteria for a specific equity issue. I use the
Bloomberg data base to capture historical price-earnings, price-book and price-sales ratios on a weekly basis. I then
capture the high and low numbers and calculate the mean average for each ratio.

I do not consider price-book to be a meaningful valuation ratio for the semiconductor industry, in general, mostly
because of the huge variance in book values between integrated manufacturers, foundries, fabless and IP business
models, but also because of a significant portion of intangible book value reflected in goodwill and acquisition-
related intangibles on balance sheets across the sector. While book value appears to be a more relevant metric for
valuing the share prices of semiconductor capital equipment issues, it does not appear to carry much relevance for
semiconductor suppliers.

Price-earnings is an extremely robust fundamental valuation metric. However, it is inherently problematic in the
highly cyclical and volatile chip sector. The volatility of the business itself leads to a very wide range of earnings
over the course of a business cycle, and the cyclical nature of the sector results in meaningful periods of financial
losses that render historical datasets incomplete and truncated to a significant degree. Even worse, periods of highly
depressed earnings render meaningless quadruple-digit price-earnings ratios that skew averages into useless
magnitudes in the mid- and high-double digits. Very few issues have big enough data sets available to calculate
meaningful averages, and those relatively limited datasets are polluted by exorbitant ratios associated with periods
of depressed earnings. Complicating matters even further is the extensive use of pro forma earnings with the lack of
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consistent definitions thereof. I generally use price-earnings ratios consistent with expected long-term growth rates
to establish price targets—but only in concert with other valuation metrics. Specifically, price-sales.

Price-sales is by far the best fundamental valuation metric to employ when addressing the semiconductor sector: the
historical datasets are comprehensive and extensive, and the inherent volatility of the sector is limited to the single-
digit multiple variances in revenue gyrations across business cycles. The historical trailing 12 month average is a
meaningful metric by which to gauge the relative fundamental valuation of a given equity issue in the semiconductor
sector.
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Tokeneke Research LLc

Rowayton, CT 06853

dscovel@tokenekeresearch.com CONFIDENTIAL
www.tokenekeresearch.com

203-554-4621

Copyright © 2010 Tokeneke Research LLC. All rights reserved. This report is for information purposes only and does not constitute a solicitation or an
offer to buy 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 topics addressed as of the date of the report, and are subject to change without notice. Tokeneke Research LLC
makes every effort to use reliable and comprehensive information but makes no representation that the information in this report is accurate or
complete, nor dies it undertake to update or revise this report at any time of for any reason. This report contains forward-looking statements that
involve risks and uncertainties, both known and unknown, as well as assumptions that, if they do not fully materialize or prove incorrect, could cause
actual results to differ materially from those expressed or implied by such forward-looking statements. Actual results and trends may differ materially
from historical results or those projected in any such forward-looking statements depending on a variety of factors. This report does not provide
individually tailored investment advice and has been prepared without regard to the specific individual financial situation, objectives and needs of those
who receive it. Securities discussed in this report may not be suitable for the reader. Tokeneke Research LLC and/or Dan Scovel may have a long or
short position in the securities of a company or companies mentioned in this report and, at any time, may change that position. Tokeneke Research
LLC accepts no liability whatsoever for any loss or damage of any kind arising out of the use of any part, or all, of this report. All company and product
names mentioned in this report may be trademarks or registered trademarks of their respective holders and are used for identification purposes only.
Reproduction or distribution of this report, even for internal distribution, is strictly prohibited unless specifically authorized by Tokeneke Research LLC.




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


