
 
 

 
ANALYST QUICK NOTES 
New products, M&A announcements, management shakeups, earnings surprises. Whatever the news, 
you want to know what Argus thinks. Our Quick Notes fill this need by providing real-time analysis of 
current news about Argus-covered companies or other market-moving events. Please check back 
regularly for new Quick Notes. Important disclaimer information is on the last page of this document. 
 

 
Sanmina Corp. (NGS: SANM: BUY) 
Target Price: $33 
Jim Kelleher, CFA 
11/4/2015 
 
Thesis: 

 Mix shift away from commodity technology and toward high value add is enabling the company 
to expand margins, generate cash and pay down debt. 

Solid beat and guidance 

 BUY-rated Sanmina jumped 18% despite posting a 4% sales decline and a 7% EPS decline. 

 Sequential momentum solid; fiscal 1Q16 guidance is more than seasonal. 
4Q15 results 

 For fiscal 4Q15 (calendar 3Q15), Sanmina reported revenue of $1.64 billion: 
o down 2.9% y/y but up 6.3% q/q;  
o toward high end of management’s $1.55-$1.65 billion guidance range; and  
o above the pre-reporting consensus of $1.60 billion.  

 Non-GAAP EPS of $0.57 per diluted share for 4Q15: 
o down 7% y/y, but up by $0.03 q/q; 
o above the high end of management’s guidance range of $0.52-$0.58; and  
o beat the $0.55 consensus call. 

 The SANM shares now up 6% YTD in November, after being down 9% in July. 

 Pacing the 5% gain for Argus-covered (EMS) companies. 
Communications still tough, but IM& A/D strong 

 Communications Network revenue (38% of total) declined 10% annually but rose 9% 
sequentially. 

 Industrial, Medical & Defense (IM&D) revenue (40% of total) grew 5% annually and 4% 
sequentially. 

 Sanmina is growing much faster in non-technology end markets, reflecting diversification away 
from low-margined technology businesses and into high-value-add mission-critical end markets. 

 Significant new win with Motorola Solutions (first-responder radio & networks) to ramp to 
volume beginning in fiscal 2Q16. 

 



Strong cash trends benefit margins and earnings growth 

 Debt was $432 million at 4Q15, sustaining a 10-year low. 

 In past five years, debt down $758 million. 
o Debt was $1.24 billion at FY11 and $1.59 billion at the close of FY07. 

 Interest expense was $24 million in FY15, vs. $97 million in FY11. 

 Lower fixed interest expense reducing earnings volatility, enabling SANM to plow more cash 
back into business. 

Fiscal 1Q16 guidance 

 18% surge in stock mainly on more than seasonal guidance. 

 For 1Q16, Sanmina guided for revenue in a range of $1.55-$1.65 billion and non-GAAP EPS of 
$0.52-$0.58. 

 At guidance midpoints, revenue and EPS better than pre-reporting consensus forecasts (though 
both down annually). 

 Usually, seasonal falloff in calendar 4Q is much more severe. 
Outlook 

 We trimmed our FY16 non-GAAP EPS forecast to $2.39 per diluted share from $2.44 on the slow 
recovery in communications markets. 

 Note that we raised our FY15 estimate several time during last year as SANM kept beating 
expectations. 

 Preliminary FY17 EPS forecast of $2.56 assumes high-single-digit EPS growth. 
Recommendation 

 We believe Sanmina has significant untapped earnings power that will become visible as the mix 
of non-traditional business continues to increase and traditional EMS markets stabilize and 
grow. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 
 

 
DISCLAIMER 
This Note reflects the current thinking of an Argus analyst anticipating or responding to corporate 
earnings reports or other news relevant to covered companies. This Note may be an initial, real-time 
response to developments that are expected to impact stocks under coverage; as such, it does not 
imply that the information in it is correct as of any time after its preparation or that there has been no 
change in the business, financial condition, prospects, creditworthiness or status of a covered 
company. The views or opinions expressed in this Note are subject to change pending further analysis. 
This Note is produced and copyrighted by Argus, and any unauthorized use, duplication, redistribution 
or disclosure is prohibited by law and can result in prosecution. The opinions and information 
contained herein have been obtained or derived from sources believed to be reliable, but Argus 
makes no representation as to their timeliness, accuracy or completeness or for their fitness for any 
particular purpose. This Note is not an offer to sell or a solicitation of an offer to buy any security. The 
information presented in this Note is for general information only and does not specifically address 
individual investment objectives, financial situations or the particular needs of any specific person 
who may receive this Note. Investing in any security or investment strategies discussed may not be 
suitable for you and it is recommended that you consult an independent investment advisor. Nothing 
in this Note constitutes individual investment, legal or tax advice. Argus may issue or may have issued 
other reports that are inconsistent with or may reach different conclusions and opinions than those 
represented in this Note, and all opinions are reflective of judgments made on the original date of 
publication. Those reports may reflect the different assumptions, views and analytical methods of the 
analysts who prepared them and Argus is under no obligation to ensure that other reports are 
brought to the attention of any recipient of this Note or to update or keep current the information 
contained in other reports so that such information is consistent with, or not contrary to, the 
information contained in this Note. Argus Research is an independent investment research provider 
and is not a member of the FINRA or the SIPC. Argus Research is not a registered broker dealer and 
does not have investment banking operations. None of our research is attributable to Argus Investors’ 
Counsel, a registered investment adviser and the asset management arm of Argus Research. Argus 
shall accept no liability for any loss arising from the use of this report, nor shall Argus treat all 
recipients of this report as customers simply by virtue of their receipt of this material. Investments 
involve risk and an investor may incur either profits or losses. Past performance should not be taken 
as an indication or guarantee of future performance. Argus has provided independent research since 
1934. Argus officers, employees, agents and/or affiliates may have positions in stocks discussed in this 
report. No Argus officers, employees, agents and/or affiliates may serve as officers or directors of 
covered companies, or may own more than one percent of a covered company’s stock. 
 

 


