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I N D U S T R Y  O V E R V I E W :  S E M I C O N D U C T O R S

N A S D A Q :  I N T C  
M a r k e t  C a p :   2 4 7 . 2 B

N A S D A Q :  A V G O  
M a r k e t  C a p :   1 1 6 . 7 B

N A S D A Q :  N V D A  
M a r k e t  C a p :   1 6 0 . 2 B

N A S D A Q :  M U  
M a r k e t  C a p :   6 7 . 5 3 B

N A S D A Q :  T X N  
M a r k e t  C a p :  1 1 1 . 9 B  

M a j o r  P l a y e r s :

W h a t  a r e
S e m i c o n d u c t o r s :

A wide range of essential  electronic inputs that are a core component of electronics and a 
vital  input of products ranging from devices and systems to solutions and services.   
Includes memory chips,  si l icon wafers,  and solid-state devices that are used in computers,  
cell  phones,  internet providers,  and IoTs. 

S p e c i f i c a l l y  f o r
I D T ,  W h a t  a r e
A n a l o g  C h i p s ? :

M a r k e t  S h a r e :

Analog Chips are  the nervous system of electronic  devices .  They take a real-world 
s ignal ,  such as  sound,  l ight ,  heat  or  pressure,  and turns i t  into a  digi ta l  s ignal .   
IDT primari ly  deals  with Radio Frequency Chips,  Clocks,  Sensors ,  and Applicat ion-  
Specif ic  Integrated Circui ts .

H i s t o r i c a l  &
P r o j e c t e d
R e v e n u e   
( $ 1 0 0 b ) :

O t h e r s

2 8 %1 4 % 1 1 % 6 % 6 % 3 5 %

$ 4 6 3 . 4 B

$ 4 1 2 . 2 B

$ 3 3 8 . 9 B

$ 3 3 5 . 2 B

$ 6 5 2 . 1 B

The semiconductor  industry is  highly diversif ied 

with companies  special iz ing in  their  own product  

and market .  Thus,  they do not  compete direct ly  

with each other . 

0 4
Bloomberg, Semi.org, IBISWorld



I N V E S T M E N T  T H E S I S

IDT is  an  ana log/mixed-s ignal  company wi th  s t rong  technology foundat ion  tha t  c rea tes  h igh  
bar r ie rs  to  en t ry  in  many of  i t s  bus iness  segments  (RF,  power  management ,  t iming ,  wire less  
charg ing ,  au tomot ive  sensors ,  e tc . ) .  Moreover ,  i t s  revenue  base  i s  wel l  d ivers i f ied  across  
mul t ip le  end  markets  inc luding  mobi le ,  au tomot ive ,  communica t ions ,  and  da ta  
center /en terpr i se .

S imi lar  to  o ther  ana log  leaders  such  as  Texas  Ins t ruments ,  Maxum In tegra ted  Products ,  and
Analog  Devices ,  IDT car r ies  h igh  gross  (over  60%) and  opera t ing  margins  (near  30%).
Despi te  i t s  s t rong  margin  prof i le ,  i t  i s  cur ren t ly  t rad ing  be low peers  a t  ~35x the  annual ized
CY2018 PE ra t io ,  compared  to  peers  tha t  t rade  near  or  above  75x.  I  be l ieve  IDT wi l l  t rade  a t
a  mul t ip le  c loser  to  i t s  peers  as  the  company grows.  

In l ight of the recent consolidation wave in the sector,  I  would view IDT as having attractive
characterist ics given i ts  growth businesses,  strong technology profile,  and relatively low trading
multiple.  
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ECONOMIC  DRIVERS

DATA
CENTERS

Reuters, Delliote, Allied Market Research, IDC

$12 .03B

$57 .61B

ARTIFICIAL
INTELLIGENCE

AUTONOMOUS
DRIVING

$27 .67B

$17 .15B

$556 .67B

$54 .23B

Data Center Industry Projected to 

Grow by  8.21% CAGR by 2023   

20232017 2019 20262019 2023

AI Industry Projected to Grow 

by 48.02% CAGR by 2023   

Autonomous Driving Industry 

Projected to Grow by 39.47% CAGR   

There is an ever-increasing demand for 

quicker speeds and higher 

computational power. 

The increasing investment in data 

centers across the globe is expected to 

increase by 13.35% entering 2019. 
Furthermore, the demand for capital 

investments and new technological 

innovations in the field of data storage 

and transfer is likely to propel the data 

center services market growth.   

 

Analysts expect companies in nearly 

every sector to integrate cognitive 

technologies.   

The semiconductor industry, every 2 

years, unveils new chips with double 

the parts count of the previous model. 

Artificial intelligence manufacturers 

continuously update their 

semiconductors, like GPUs and analog 

chips, to be able to process the 

increasing amount of information. 

Over $6 billion has been into over 

1,000 AI start-ups in the last three 

years, 

Growth is driven by supportive 

regulations, government funding, and 

investments in digital infrastructure. 

Other forms of assisted driving 

include lighting adjustment that alerts 

drivers of potential issues such as lane 

departure warning, blind spot 

detection, and also pedestrian 

presence. According to independent 

research firm IDC, the worldwide the 

assisted driving market is expected to 

grow 26.9% in 2018 and increase at a 

5-year CAGR of 33.3% from 2015 to 

2020. 
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IDT's exposure to the sales cycles of the 

semiconductor industry is primarily due to its 

reliance on a few big communications customers and 

its volatile earnings performance over the past 

decade.

STRATEGIC  POSITIONING

Entering  High  Growth  Markets

Delliote, CFRA, IDT

Leaving  Declining  Markets

2025  

 Ability to target & become a leader in a niche market that 

has the potential to grow exponentially beyond analyst 

projections like the Bluetooth Industry did. 

For 2018 and 2019, CFRA predicts the wireless charging 

market will grow by 47% and 44% respectively, reaching 

550 million shipments in 2018 and almost 800 million 

by 2019. 

$5 .22B

$71 .21B

Value of the Wireless Charging Industry Projected to 

Grow by 45.54% CAGR by 2025

2018  

F Y  1 4  
$ 4 8 5 M

F Y  1 8  
$ 8 4 3 M

D a t a  C e n t e r s
&  H P C

C o m m u n i c a t i o n s

A u t o  &
I n d u s t r i a l

C o n s u m e r

6 0 %

3 0 %

2 7 %

1 3 %

3 9 %

1 2 %

9 %

IDT has been slowly removing their investments in 

their communication segment. 
They are expanding their product line to multiple 

high growth markets with CFRA forecasting the 

automotive study to grow at 15% over the next 3 

years.

I D T ' s  P r o d u c t
S e g m e n t a t i o n

0 8



SWOT 

ANALYSIS

C O M P A N Y  A N A L Y S I S

COMPARABLE 

CO. ANALYSIS

S W

O T

0 9



S W O T  A N A L Y S I S  

 
S t rong  R&D helps  the  
commercia l iza t ion  of  
sophis t ica ted  ana log  
semiconductor  products .
In  FY2018,  the  company spent  
US$165.1  mi l l ion  on  R&D 
opera t ions ,  22 .7% of  revenue .  

R & D  S p e n d i n g :  

 
IDT had a  s t rong l iquidi ty  
posi t ion at  the end of  
FY2017 which is  needed to  
quickly enter  new markets .  

L i q u i d i t y  P o s i t i o n :  

S t r e n g t h s

O p p o r t u n i t i e s

With s trong insight  into the 
requirements  of  i ts  c l ients ,  IDT is  
wel l  posi t ioned to  del iver  innovat ive 
products  and solut ions and other  
ini t ia t ives .  

P r o d u c t  L a u n c h e s :  

H i s t o r i c a l  C u r r e n t
R a t i o s

H i s t o r i c a l  I n i t i a t i v e s  
An inabi l i ty  to  s tudy the evolving 
technological  landscape may impact  
the company’s  competi t ive posi t ion.  

R a p i d  A d v a n c e m e n t s :  

 
Competi t ion could intensify with the 
entry of  new competi tors  and 
developments .  Barr iers  to  entry are  
very high.  Yet ,  i f  a  company does 
manage to  obtain s ignif icant  market  
share ,  the intensi ty  in  the sector  
increases  great ly .  

S t r o n g  C o m p e t i t i o n :  

 
Being the f i rs t  to  obtain compell ing 
Intel lectual  Property is  a  race 
between peers  and obtaining product  
l icenses from many companies  with 
broad portfol ios  is  diff icul t  which 
may cause l i t igat ion.

I n t e l l e c t u a l   P r o p e r t y :  

T h r e a t s

1 0Capital IQ, IDT

 
I f IDT fai ls  to  comply with any 
of  the debt  service requirements ,  
the debt  could become due and 
payable  pr ior  to  i ts  scheduled 
maturi ty .  

I n c r e a s i n g  D e b t :  H i s t o r i c a l  T o t a l  D e b t -
t o - E B I T  R a t i o s

S & P  C r e d i t  R a t i n g :  B B -

W e a k n e s s e s

 
IDT repl ies  on a  very few raw 
mater ia l  suppl iers .  The company's  
operat ions would be adversely 
affected i f  they are  unable  to  
obtain adequate  supplies  of  raw 
mater ia ls  in  a  t imely manner  to  
enter  emerging markets .  

F e w  S u p p l i e r s :  

According to  World Semiconductor  
Trade Stat is t ics ,  the global  
semiconductor  market  was valued at  
$335 mil l ion with s table  growth in  
2015 and is  expected to  witness  a  
growth of  6 .5% in 2017 and fur ther  
2 .3% in 2018 to  reach a  value of  
$412 bi l l ion and $463 bi l l ion,  
respect ively.   

C o m p e t i t i v e  P o s i t i o n :  



C O M P A R A B L E  C O M P A N Y  A N A L Y S I S

1 1*Each Companies Respective SEC Filings, Capital IQ



T H E    
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T H R E A T  O F
S U B S T I T U T E S

T H R E A T  O F
E N T R A N T S

P O W E R  O F  B U Y E R S

P O W E R  O F
S U P P L I E R S

I N T E N S I T Y  O F
R I V A L R Y

Currently, there are no 

substitutes for semiconductor 

chips.   

The only foreseeable dsiruption 

to the semicodnuctor industry is 

the success of quantum 

computing. 

High startup costs and the significant 

capital investments needed to 

develop compelling technology. 

One of the largest barriers to entry is 

achieving the know-how of an 

industry and disrupting the already 

established ties in each industry.

It must also offer distinct price 

advantages in order to gain marginal 

market share.  

Rivalry is high, each sub-industry

may have only a few big players. 

They differentiate themselves on

various parameters: performance,

power consumption, life

expectancy. 

They also can specialize for the

needs of a specific project based

on speed, reliability, features, and

price.

Buyers tend to have heavy influence 

because they buy in heavy volumes.

Original equipment manufacturers 

(OEMs) and original design manufacturers 

(ODMs) are the primary customers. In 

very few cases, do semiconductor 

companies sell directly to the consumer.  

Some companies, like Qualcomm, have 

such compelling intellectual property that 

their average sales price is a percentage of

the end product rather than the integrated 

circuit. 

A high number of suppliers and 

dominated by a small number of 

players. 
Pressures on their suppliers, since 

many suppliers may have a particular 

that firm as their largest client. 



E X E C U T I V E  M A N A G E M E N T

IDT, Capital IQ

T i t l e :   C E O ,  D i r e c t o r ,  P r e s i d e n t  
S i n c e :  2 0 1 4

G r e g o r y  W a t e r s  

T i t l e :   C h a i r m a n  
S i n c e :  2 0 1 7

K e n  K a n n a p p a n  

T i t l e :   C F O  &  V P  
S i n c e :  2 0 1 3

B r i a n  W h i t e

T i t l e :   C T O  &  G l o b a l  V P  
S i n c e :  2 0 1 7

S a i l e s h  C h i t t i p e d d i

F r o m  2 0 0 6  t o  2 0 1 2 ,  W a t e r s  s e r v e d  a s  S e n i o r  V i c e  
P r e s i d e n t  a n d  G e n e r a l  M a n a g e r ,  F r o n t - E n d  
S o l u t i o n s  a t  S k y w o r k s  S o l u t i o n s ,  I n c .  E a r l i e r ,  h e  
h e l d  v a r i o u s  p o s i t i o n s  a t  S k y w o r k s  i n c l u d i n g  
E x e c u t i v e  V i c e  P r e s i d e n t ;  V i c e  P r e s i d e n t  a n d  
G e n e r a l  M a n a g e r  o f  C e l l u l a r  S y s t e m s  a n d  V i c e  
P r e s i d e n t ,  L i n e a r  P r o d u c t s .  H e  a l s o  s e r v e d  a s  
S e n i o r  V i c e  P r e s i d e n t  o f  S t r a t e g y  a n d  B u s i n e s s  
D e v e l o p m e n t  a t  A g e r e  S y s t e m s  I n c  

K a n n a p p a n  s e r v e d  a s  D i r e c t o r  a t  I D T  f r o m  2 0 1 5  t o  
2 0 1 7 .  H e  s e r v e d  a s  t h e  P r e s i d e n t  a n d  C h i e f  
E x e c u t i v e  O f f i c e r  a t  P l a n t r o n i c s ,  w h e r e  h e  h a s  
b e e n  a  m e m b e r  o f  t h e  B o a r d  s i n c e  1 9 9 9 .  K a n n a p p a n  
j o i n e d  P l a n t r o n i c s  i n  1 9 9 5  a s  t h e  V i c e  P r e s i d e n t  
o f  s a l e s .  P r i o r  t o  j o i n i n g  P l a n t r o n i c s ,  h e  s e r v e d  a s  
t h e  S e n i o r  V i c e  P r e s i d e n t  o f  I n v e s t m e n t  B a n k i n g  
a t  K i d d e r ,  P e a b o d y  &  C o .  I n c o r p o r a t e d .  K a n n a p p a n  
a l s o  s e r v e s  a s  t h e  C h a i r m a n  o f  t h e  B o a r d  o f  
D i r e c t o r s  a t  M a t t s o n  T e c h n o l o g y ,  I n c .    

P r i o r  t o  t h i s ,  W h i t e  s e r v e d  a s  t h e  V i c e  P r e s i d e n t  
o f  f i n a n c e  i n  F e b r u a r y  2 0 0 7  a n d  t h e  T r e a s u r e r  
i n  A p r i l  2 0 0 9 .  W h i t e  w a s  p r o m o t e d  t o  t h e  C h i e f  
F i n a n c i a l  O f f i c e r  i n  S e p t e m b e r  2 0 1 3 .  P r i o r  t o  
j o i n i n g  t h i s  c o m p a n y ,  M r .  W h i t e  s e r v e d  a s  
f i n a n c i a l  a n d  o p e r a t i o n a l  m a n a g e m e n t  p o s i t i o n s  
w i t h  N v i d i a ,  H i t a c h i  G S T ,   a n d  I B M .  H e  b e g a n  h i s  
c a r e e r  i n  p u b l i c  a c c o u n t i n g  w i t h  D e l o i t t e  &  
T o u c h e  a n d  A r t h u r  A n d e r s e n .  

C h i t t i p e d d i  s e r v e d  a s  t h e  C h i e f  E x e c u t i v e  O f f i c e r  
a n d  t h e  P r e s i d e n t  o f  C o n e x a n t  S y s t e m s .  
M r .  S a i l e s h  a l s o  s e r v e d  i n  v a r i o u s  e x e c u t i v e  
p o s i t i o n s  a t  C o n e x a n t  S y s t e m s .  
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P R O D U C T  D E F I N I T I O N :  A N A L O G  C H I P S

R a d i o

F r e q u e n c y
C l o c k s A S I C S e n s o r s

A n a l o g  C h i p s  a r e  t h e  n e r v o u s  s y s t e m  o f   e l e c t r o n i c

d e v i c e s .   I t  t a k e s  a  r e a l - w o r l d  s i g n a l ,  s u c h  a s  s o u n d ,

l i g h t ,  h e a t  o r  p r e s s u r e ,  a n d  t u r n s  i t  i n t o  a  d i g i t a l

s i g n a l .  

Texas Instruments, Semi.org

T r a n s m i t s  a n d / o r

r e c e i v e  r a d i o  s i g n a l s

b e t w e e n  t w o  d e v i c e s

O s c i l l a t e s  b e t w e e n  a

h i g h  a n d  a  l o w  s t a t e

a n d  i s  u s e d  l i k e  a

m e t r o n o m e  t o

c o o r d i n a t e  a c t i o n s  o f

d i g i t a l  c i r c u i t s

A p p l i c a t i o n - S p e c i f i c

I n t e g r a t e d  C i r c u i t s

a r e  c u s t o m i z e d  f o r  a

p a r t i c u l a r  u s e ,  r a t h e r

t h a n  i n t e n d e d  f o r

g e n e r a l - p u r p o s e  u s e  

S e n s o r s  a r e  u s e d  t o

c o n v e r t  c h a n g e s  t o

s o m e  p h y s i c a l

p a r a m e t e r  t o  a n

e l e c t r i c a l  s i g n a l



M U L T I P L E S

IDT, Capital IQ

P / B o o k :  6 . 4 7

P / T a n g i b l e  B o o k :  9 3 . 8 4

P / S a l e :  5 . 0 7

P / C a s h  F l o w :  1 8 . 3 9

P / F r e e  C a s h  F l o w :  2 2 . 8 7

E V / S a l e s :  5 . 1 0

P r i c e / S h a r e :  3 2 . 2 2

E B I T D A  M a r g i n :  3 2 . 5 2 %

G r o s s  M a r g i n :  5 7 . 9 2 %
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