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Company Overview:
Qualcomm is an American multinational corporation
that creates semiconductors, software, and
other services relevant to the wireless
technology industry. Qualcomm operates in
three reportable segments, Qualcomm CDMA
Technologies (QCT), Qualcomm Technology
Licensing (QTL), and Qualcomm Strategic
Initiatives (QSI). However, their revenues are
only attributed to QCT their semiconductor
business, and QTL their licensing business, the
breakdown in revenue is about 75% to QTL and
the remaining 25% TO QTL. The QCT segment
generates revenue through the sales of
integrated circuit products, and system-based
solutions, while the QTl segment generates
revenue through the licensing of their
intellectual property based on a royalty rate on
the wholesale price of the devices that their
products are used in.

Industry Outlook:
The Covid-19 pandemic had an adverse effect
on practically every industry, including
technology, specifically semiconductors.  Due to
the supply chain issues caused by the Covid-19
pandemic there has been a global chip
shortage since 2020 and is projected to last into
early 2023 using the most pessimistic outlook.
However, the future industry outlook is
significantly more positive, it is projected that by
2025 over 60% of data created will be outside
of traditional data centers causing an increase
demand in connectivity and computing at the
edge. These new trends are projected to have
an addressable market of $700B where
Qualcomm is uniquely positioned to take a
significant advantage of this. Qualcomm
management team has placed on emphasis on,
“Putting Qualcomm at the interaction of demand
for technology in virtually industry.” Additionally,
Qualcomm’s intellectual property portfolio
allows them to play pivotal role in the transition
from 4g to 5g.
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Investment Thesis:
Since its inception over 35 years ago, Qualcomm has
established itself as a critical participant in the
development of technology and is expected experience
positive growth to the current industry trends, increase
demand for the connect intelligent edge, leading
technology roadmap that is interconnected, and strong
operating cashflows. As mentioned above Qualcomm is
unique positive to take advantage of industry trends with
increase pricing of 5g technology, increasing demand for
interconnectivity with the internet of things. Due to the
industry trends, there is going to be an increase in
demand for connecting and processing at the intelligent
edge and Qualcomm owns essential tech for low power
processing and sensing capabilities. Qualcomm’s single
leading technology roadmap allows for product
diversification and specialization that can provide for all
end markets with ease. Lastly is Qualcomm’s strong
operating cash flow. Although most of the revenue is
derivate from their sales of integrated circuit products
and their system-based solutions. Their QTL segment
operates at margin of 73% and provides a stable cash
flow due to agreements lasting typically between 5 – 10
years, and although this segment accounts for only 21%
of total revenue it makes up 41% of pre-tax revenue.

Investment Risks:
There are risks that Qualcomm is facing that ca
sorted into two broad categories of geopolitical 
competition and licensing. The geopolitical risk
related to Qualcomm relationship with China as
tensions between the US and China increase, a
significant amount of revenue comes from the
Chinese market. Qualcomm has been able to
mitigate this risk through relatively longer-term
agreements with OEMs, as well as the positive
relationships they were able to develop with the
OEMs during the supply chain crisis. The
competition and licensing risks that Qualcomm 
currently facing is potential for litigation and pot
lawsuits regarding their intellectual property
portfolio, however in current ruling made in both
2019 and Aug 2020 both were in favor of Qualc
and their current management is extremely
experienced in this area. The competition risk i
regarding customers vertically integrating, such
Apple purchasing Intel’s modem business, how
there is limited evidence of developing a produ
within the next five years. Additionally, Qualcom
updating its guidance to reflect the potential los
revenue because of vertical integration and is
continuing to diversify its revenue.

ESG
Qualcomm produced a Corporate Responsibilit
report in 202 outlining their policing and what th
believe their responsibility is for environmental
sustainability, a greener economy and overall
creating a better future for the world. Qualcomm
believes that in the power of technology specia
their invented technology has a catalyze for soc
change, and its ability to enable industries to
increase sustainability efforts to create green jo
and accelerates economic growth. Qualcomm h
followed its guidelines and policy mentioned in 
report above, when given an opportunity Qualc
has demonstrated how much it can and is willin
help seen in their Covid-19 response. Additiona
Qualcomm has as ESG ranking in the 3rd quart
with an overall score of 55.79.



Valuation Assumptions:
WACC: 8.5%

Perpetuity Growth Rate: 4.0%
Implied Share Price: $203.17

Margin of Safety: 13.72%


