
Company: Texas Instruments Ticker: TXN                   Price: $145.00 Industry: Technology 
Sub Industry: Semiconductors 

Target Price: $166.79 
Stop Loss: $116 
52 Week High/Low: $200.40/$144.46 

TTM P/E: 17.69 
Forward P/E: 18.05 
EPS: 9.26 

Beta: 1.00 
Credit Rating: Aa3 
Rating Outlook: Stable 

Market Cap: 144.75B 
Avg. Vol. (12 M): 5.8M 
Div. Yield: 3.20% 

 

Company Background: 

TXN is a leading semiconductor manufacturing company that primarily produces analog and embedded processing semiconductors, with 
analog semiconductors making up most of its revenue. TXN is the market share leader in the analog subsector of the semiconductor 
industry. Customers of TXN produce electronics, machinery, and other products by utilizing those semiconductors. The company has a 
customer base of over 100,000 people that is well diversified, with its biggest customer making up less than 10% of their demand. 

Industry Outlook: 

The semiconductor industry tends to be very cyclical, and we are now approaching the trough period in the cycle. The global 
semiconductor industry is poised for continued long-term, robust growth on the back of industry competition, emerging technologies, and 
consistent R&D spending. Major product innovations are expected to bolster the industry, as products become more capable of meeting 
customer demands. Government incentives will encourage the strengthening of domestic semiconductor capabilities. The increased 
digitization of society has led and will continue to lead to downstream market expansion (smartphones, electronics, computer 
manufacturing). Lastly, products that use chips are requiring even more chips to function (chip content increases), further driving demand 
for semiconductors. 

Investment Thesis: 

TXN's ability to leverage strong pricing power with its vast customer base positions the company to continue increasing profit margins. 
TXN's resilient business model and vast manufacturing and technological capabilities will sustain demand and promote stability 
throughout troughs in the semiconductor business cycle. The growth of diverse end markets provides TXN with more channels to sell its 
vast and superior product portfolio. Lastly, TXN's commitment to returning value to long-term shareholders reflects a disciplined capital 
management approach conducive to stability and growth. 
Investment Risks: 

The large number of players in both the analog segment and broader industry cause intense technological and pricing competition. The 
semiconductor industry tends to be highly cyclical, due to fierce competition, globalization, and product development. Increasing tensions 
between the U.S., China, and other countries poses uncertainty to overseas operations and sales. The fractured and fragile semiconductor 
global supply chain was exposed during the pandemic and could result in further shortages in the future. Patents, copyrights, trademarks, 
and other measures are crucial to maintaining a competitive advantage and maintaining the edge in IP can be difficult.  
Takeaway’s From Last Two Quarter Investor Call Transcript: 

• Capex is expected to be rising to about $3.5 billion over the next 5 years due to the heavy investments in the six new fabrication 
plants, while this may hurt free cash flow Texas Instruments sees this as a good investment as they can then alleviate reliance on 
third party producers  

• Along with capital expenditures rising depreciation and amortization is expected to follow on a straight-line method until 2025-
2026 to about $2.5 billion  

• The CHIPS act is going to help immensely when it comes to tax write offs for their new plants and they believe their tax rate will 
be about 14% for the year 2022 

• The combination of the investment tax credit and the grants for R&D will make the U.S. semiconductor industry more 
competitive, but Texas Instruments believes they are positioned well due to their long-term success and customer satisfaction 

 

5-Year Financial Performance: Discounted Cash Flow Valuation: 

 

 
 

 

 



 

Relative Valuation: Total Return % / ESG Analysis 
  TXN Semiconductor 

Industry 
S&P 500 

YTD -17.17% -39.78% -20.19% 

LTM -15.51% -29.28% -15.90% 

3 Years 33.74% 40.62% 26.50% 

5 Years 61.92% 82.80% 48.31% 

 

 
 

 

 

 

 

 

 

 


