
 
 

 
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. 
 

 
Micron Technology Inc. (NGS: MU: BUY) 
Target Price: $32 
Jim Kelleher, CFA 
8/17/2015 
 
MU Thesis 

 MU in deep value territory after  
o protracted decline on DRAM weakness and  
o 4% sell-off on 8/14/15 on aggressive CapEx plans 

 Memory pricing weakness shows signs of stabilizing, amid mixed demand trends; DRAM 
may be near bottom, thanks to mobile/data center 

 NAND oversupply gradually being offset by rising demand; technology transitions 

 BUY on weakness to $32 
 
Investor Day guidance slams stock 

 MU investor day event focused on environment, strategy, positioning 

 Environment: supplier consolidation, low supply growth, diversifying demand 
o Memory growing faster than overall semiconductors 

 Strategy: MU investing for efficiency 
o 20 nm DRAM ramp 
o 16 nm TLC NAND 
o 3D NAND, and next-gen DRAM and NAND 

 Positioning: Investing in customer/partner development 
 
The Memory Industry: mixed signs 

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

 DRAM bad in PC, better in mobile, cloud, specialty (IoT) 

 NAND: mobile and client/enterprise SSD driving demand growth 
 
 
 
 



What has changed: diversification of end-markets? 

 DRAM: PC still dominant in 2015; by 2019, server and handset will each be bigger users of 
DRAM 

o by 2019, server: 2-times as big as PC 
o by 2019, handset: 1.5-times as big as PC 

 NAND: bit demand will triple by 2019 
o Handset and client SSD still biggest, but  
o Enterprise SSD and data center will be fastest-growing end markets 

 MU attuned to value proposition in every market, from mobile to automotive to cloud 
 
Diversification drives ongoing demand: 

 Bit growth FY15-FY17:  
o 20%-30% in DRAM, 30%-40% in NAND 

 Bits per water growing faster 
 
Micron: production planning slams stock  

 Micron allocating less DRAM production to PC segment and shifting bits to faster-growing 
areas (mobility and data center) 

 Micron is investing for growth 

 FY2016 CapEx of $5.3-$5.8 billion, hugely up from $4 billion for FY2015 
o 25%-35% for DRAM; 20%-30% for technology development & product enablement. 

 Biggest slug of capex (40%-50%) in NAND, where MU partners with INTC 
 

Micron CapEx: Why so much higher? 

 Partner investments of $0.7-$0.9 billion 

 Investment in Fab 10X. of $0.6-$0.8 billion 

 “Normalized” CapEx of $4.1 billion 
 
Outlook: Argus off consensus for FY16 

 Argus/Street at $2.70 range for FY15 

 But Argus at $3.43 for FY16, vs. $2.50 for Street 

 Positive memory comments from AMAT 
o AMAT “optimistic” about planar to 3D NAND switch in FY16 

 
Conclusion 

 Micron deepest value name in Argus hardware technology coverage 
o Nothing new with memory companies being most volatile 

 “driving long-term returns with focused capital allocation” 

 At deep discount, MU attractive on future 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. 
 

 


