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MU Thesis 

 Better Calendar 2015 second-half story: 
o Memory pricing shows signs of stabilizing  
o DRAM demand: mobile/DC good, Client rebound 
o Challenges with product ramp timing (20 nm DRAM, 3D NAND) 

 
Memory Pricing: Late 2014 into early 2015  

 NAND and Mobile DRAM hurt by slowdown in Chinese smartphone adoption 

 DRAM hurt by PC slowdown 

 steady-state capacity additions plus soft demand caused over-supply and price declines 
o in calendar 1Q15, DRAM revenue fell in high single digits 

 
Better Outlook: DRAM 

 DRAM for Client (PC) 
o Windows 10 (due July) and Skylake (Intel Core sixth generation, due August) should 

drive stronger PC cycle particularly in holiday quarter, 

 DRAM in Data Center  
o  Better clarity in x86 server cycle, less white-box confusion, are helping prevent further 

declines in DRAM prices  

 Mobile DRAM  
o pricing should be flat to down just slightly as China handset market continues to 

rebound and iPhone 6S planning starts 
 
 
 
 
 



Better Outlook: NAND 

 MU derives 2/3 of revenue from DRAM, 1/3 from NAND 

 NAND oversupply gradually being offset by rising demand 

 Cloud Service Provider, hybrid and all-flash storage arrays are primary drivers. 
 
Micron: production planning for fiscal 3Q15  

 Micron is allocating less DRAM production to PC segment and shifting bits to faster-growing 
areas including mobility and data center (shift from DDR3 to DDR4) 

 Micron is significantly reducing NAND supply to spot market and redirecting internally, as 
company focuses on SSDs, mobile NAND and higher growth areas. 

 
Micron: outlook for fiscal 3Q15 (ended 5/30/15) 

 Micron revenue guidance $3.85-$4.05 billion 
o Down 1% y/y at guidance midpoint 

 Based on line-item guidance, we expect MU to earn $0.70 (street at $0.60) 
o Would be down 12%, reflecting year over year decline in pricing 

 We look for better 4Q, however, as pricing stabilizes and demand recovers. 
o Revenue of $4.03 billion flat, EPS of $0.84 up 3% 
o Street at $4.22 billion 

 
Conclusion 

 Micron still in growth mode 
o Importance of product ramp timing (20 nm DRAM, 3D NAND) 

 MU attractive on earnings & cash flow growth and valuation 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

 
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. 
 

 


