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New products, M&A announcements, management shakeups, earnings surprises. Whatever the news, 
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QLogic: only pure-play in Fibre Channel & Ethernet Adaptors market 

• In May we raised our rating on QLogic to BUY from HOLD, based on market-share gains, and 
margin expansion. 

• Our top 5 names for Rafferty: 
• CTSH, CIEN, JBL, MU, & QLGC 
• Raised at $14, went to $16, now back to $14 on market selloff 

 
QLogic manufacturers network connectivity products 

• Fiber Channel (FC) host bus adaptors (HBAs)  
• Ethernet adaptors and ASICS 
• $1.25 billion market cap; lightly covered, just 7-8 analysts 

 
Market share leader should get stronger 

• Already owns 58% of the FC adaptor market (#1), up from low-50s  
• Owns 26% of the Ethernet connectivity market (#2, behind INTC w/50%) 
• Leapfrogged Emulex by acquiring BRCM Ethernet biz 

 
What could get QLGC moving again? 

• Server upgrade cycle (autumn event):  
o Intel Xeon E7 v3, based on “Skylake” Core M in 14 nm 
o Recent server generations (Grantley) hurt by CSP farms using white box solutions from 

ODMs 
o Xeon E7 v3 is purpose built for cloud data centers 
o TSX (transactional Synchronization Extension) technology within Xeon E7 v3 accelerates 

data access within chip, not in software overlay = much faster data access 
o Xeon E7 v3 specs are comparable to RISC chips (UNIX) and Power (UNIX/Linux) 
o This server upgrade should also be helped by economic momentum worldwide 



• Distraction/integration of ELX/AVGO to present opportunity for QLogic to extend its advantage, 
particularly with Avago focused on BRCM deal 

 
QLGC growing faster than semi peers 

• 2015 non-GAAP operating income up by 20%, non-GAAP EPS by 18%  
• FY15 cash flow operations up 45%, FCF up 93% 
• Gross margin, operating margins expanding 

 
Conclusion 

• Not looking for spectacular growth (anniversary acquired assets this year) 
o Brocade FC HBA & Broadcom Ethernet connectivity 

• Additional margin expansion opportunity as server cycle accelerates and as QLogic continues to 
improve its competitive position 

• Shares attractive on accelerated free cash flows 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 
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. 
 
 


