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Company Overview

* NXP Semiconductor

* 50-Year history

e Ticker Symbol: (NXPI)

e Current Price: $124
Market Cap: $34.69 Billion
Purchased: $86.09

5% of portfolio:

* Headquarters: Eindhoven, Netherlands
Initial Public Offering: August 2010

* 14 manufacturing sites

* Operations in over 35 countries




Business Breakdown m




What does NXP really do?




Company Shift
March 2020, Kurt Sievers new CEO
Has been with NXP since 1995

Replaced Rick Clemmer CEO since 2009

Acquisitions & Divestitures
- Freescale
- RF Power
- VAS voice and Audio
- Standard Product
- OmniPhy

ACQUISITION




Going Forward

Revenue by segment

$4,507
$4,212
$1,875
$1,813 $1,787 [
$1,599
$1.163 $1,191
$136 %0
|
Automotive Industrial & loT Mobile Communication Manufacturing
Infrastructure & Services
Other Agreements
m2018 2019

2019

O Automotive

O Industrial & IoT

@ Mobile

O Communication Infrastructure & Other

B Manufacturing Services Agreements




Revenue by Geography

Revenue by segment
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Growth
Opportunities




* Global Vehicle Sales
* Vehicle Autonomy
* Government Requirements

* Demand for
Increased Safety



Connected Smart Equipment

Increasing Use of High-Performance
Edge

Factory Automation

Health Prevention and Monitoring



* Increased Application in
Mobile Devices

e Global Demand for
Mobile Devices



* Demand for Digital Content

* Increasing Internet Traffic

* New Mobile Communication Technology



Q2 Earnings Report

tevenue by end-market was as follows:

(% in milhons, unless otherwize stated) YTD 2020

Automotive 1.668
Induztnal & IoT

Mobile

Communication Infrastructure & Other

Fevenue

* Revenue is declining
* Currently operating at a Net Loss

* Earnings Per Share is for the quarter
is $-0.77



Debt

June 28, 2020

Cash and Cash Equivalents Increased cefvzbl,
by SZ bl”lon Aszets held for zale

I'.".".'E]lt-i"IlEE, net

Other current assets

The main cause of this is the issuance
Total current assets
of new debt LIABILITIES AND EQUITY

Current liabilities:
Accounts pavable
Over $S1 billion in short term debt Resucuing lisbiltes cuen
Other current hiabilities
Short-term debt
Al mOSt S 1 bl I I |O N | N IO ng te m de bt Total current liabilities
Non-current liabilities:
Long-term debt 8.004
Deferred tax liabilities 134
Other non-current liabilities 870

Total non-current liahilities 2,010

Total liabilities 12.002



Debt Summary End of 2Q20

Sr. Sr. Sr. Sr. Sr. Sr. Sr. Sr. Sr. Sr. Sr. Sr. Re
Debt Instrument Unsecured Unsecured Unsecured Unsecured Unsecured Unsecured Unsecured Unsecured Unsecured Unsecured Unsecured Unsecured Credit Fac llglty
Notes Notes Notes Notes Notes Notes Notes Notes Notes Notes Notes Notes
Maturity Date Jun-21 Jun-22 Sep-22 Jun-23 Mar-24 May-25 Mar-26 Jun-26 May-27 Dec-28 Jun-29 May-30 Jun-24
Amount (M) $1,350 $400 $1,000 $300 $1,000 $500 $500 $750 $500 $500 $1,000 $1,000 $0
Coupon 4.125% 4.625% 3.875% 4625% 4.875% 2.700% 5.350% 3.875% 3.150% 5.550% 4.300% 3.40% +125 bps
Rating
Moody's Baa3 Baa3 Baa3 Baa3 Baa3 Baa3 Baa3l Baa3 Baa3 Baa3 Baa3 Baa3l NR
Standard & Poor's BBB BBB BB8 BBB BBB B88 BB8 BBB BBB BBB BBB BBB NR
Fitch BBB- BBB- BBB- BBB- BBB- BBB- BBB- BBB- BBB- BBB- BBB- BBB- NR
Total Leverage
Total Debt ($M) $ 9,353
Total Cash ($M) $ 3,266
Net Debt ($M) $ 6,087
TTM Adj. EBITDA $ 2,802
Cost of Debt 4.18%
Reported Leverage 22X
TTM Adj. EBITDA/TTM net Interest B8.5x

$750
$900 $1,000 $1,000
$500 $500 $500
2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030
RCF (2.45%) »'21 Sr Unsecured Note (4.125%) m'22 Sr Unsecured Note (4.625%) '22 Sr. Unsecured Note (3.875%) ‘23 Sr. Unsecured Note (4.625%)
‘24 Sr. Unsecured Note (4.875%) w'25 Sr. Unsecured Note (2.70%) '26 Sr. Unsecured Note (5.35%) ‘26 Sr. Unsecured Note (3.875%) '27 Sr. Unsecured Note (3.15%)
'28 Sr. Unsecured Note (5.55%) *29 Sr. Unsecured Note (4.30%) u'30 Sr. Unsecured Note (3.4%)

NXO

al waw. rop_cominvestor for addiional infarmarion relathve 1o our Non-GAAP Fmancial Measures

Noje
12 1 Pleaza refer lo the NXP Hisiode Financial Model fie found on the Financial Informabion page of the Imvestor Relat of cut
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Why are we Bearish?

* Past =/= future?

* Cyclicality industry and markets
* Fails financial criteria

* Management delivering

* Growth opportunities




Interpretation of Financial Statements

(IOFS)
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Revenue
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Long-Term Debt
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LT Debt S 8,004

ST Debt S 1,349

Leases * 7 S 301

Pen Shortfall S -

Cash Assets S 1,079
2019 Non-GAAP Net Income $ 2,168  EEL |
2020 Non-GAAP Net Income S 1,280 6.70
2021 Non-GAAP Net Income $ 1,885 [IEE
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Gross Profit Margin

Operating Margin

Net Margin

ROE

Competitors
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Risk Factors

Covid led to significant slowdown in automotive,
the bread and butter of NXP’s business

Possible second wave of the virus

Slower-than-expected recovery

Lower demand for the future

Cyclicality exacerbated
 Downturn already occurring before pandemic

2016

Automobile production (in millions #)

97 92

92

81

2017 2018 2018 2020 {projectad)

Figure 2: Global Handset Growth Y/Y?




Risk Factors

Heavily Unionized
Buildup of Inventory

Debt levels creeping up, especially
short-term debt

Intense competition (especially in non-
automotive segments

O

0"‘




Risk Factors - China

e Significant player in the
semiconductor market overall

* 56% of NXP's sales come from
China

* Unrest/government interference
in the region could hamper
production
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EPS GAAP and Non-GAAP
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Current Price S123.14
Fair Value S92.83
MOS -32.7%
EPS $6.85
GR 5%
DR 9%
Years 10
Terminal 4%
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Base Case
Current Price S123.14
Fair Value S 106.32
MQOS -15.8%
EPS $6.85
GR 7%
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Bull Case
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Current Price S123.14
Fair Value S121.89
MOS -1.0% .
EPS S6.85
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Joesph's Magic DCF

Discount rate

5 year EPS projection

Upside
112




* We acknowledge the long-term opportunities that
NXP and the semiconductor industry will benefit

from.
* However the numbers have not told the story.

* We recognize that this isn’t necessarily a long-
term compounder, but we will put it up to majority

vote decision.

Majority Vote




