
 
Initiating Coverage: 

ON Semiconductor Corp. 
 “Electric” Growth in AI Automation 
 
Key Takeaway: Onsemi reports 3rd quarter results above expectations with 
increased quarterly revenue and margin growth despite falling EPS. 75% of free 
cash flow has gone to shareholders through significant stock repurchasing. Rising 
power demands have caused Onsemi to focus on increasing internal efficiency to 
stay competitive in the constantly evolving markets they are attempting to gain 
share in. Onsemi’s product focus on enhancing power efficiency aligns with the 
rising demand for high-performance, energy-efficient solutions. Despite 
headwinds, Onsemi’s automotive and industrial segments demonstrated strong 
resilience, with the Intelligent Sensing Group (ISG) showing notable growth of 
11% from Q2. Even though ISG only represented 16% of total revenue in 2023, 
the segment holds substantial growth potential as demand increases for AI-driven 
automation across automotive and factory applications. 
 
Potential Market Upset: The likelihood of US Tariffs being implemented on 
Chinese EVs, which make up roughly 58% of the market, continues to go up daily 
due to Trump winning the 2024 presidency. The EV industry has indirectly carried 
Onsemi recently as the race for fully autonomous self-driving vehicles has 
expanded drastically. Autonomous EVs require specific and extremely efficient 
imaging systems that Onsemi provides through its ISG sector. These tariffs could 
have an overall positive effect as Onsemi is a global player despite being US-
based. Foreign demand should not change much but domestic demand should 
increase due to its artificially bolstered competitiveness with the current largest EV 
producer. 
 
A growing market: Onsemi has been shifting its sales model, with direct customer 
sales growing while sales through distributors have decreased. In 2021, sales to 
distributors were nearly 30% higher than direct sales, but by 2023, the two sales 
types were nearly equal. In 2024, Onsemi could generate more revenue from direct 
customer sales than through distributors for the first time. This change enables 
Onsemi to interact more closely with customers, offering tailored solutions and 
potentially improving its profit margins by eliminating intermediary costs. The 
emphasis on direct sales strongly positions Onsemi. U.S. demand for imaging 
systems could increase due to Chinese EV tariffs, resulting in heightened domestic 
EV production and image-sensing system demand. By providing customized 
systems through direct sales, Onsemi can deliver products that meet specific 
needs. This focus on direct sales strengthens Onsemi’s position as domestic 
demand for customized imaging systems grows, especially as tariffs on Chinese 
EVs encourage more U.S.-based production. 

 
 

Valuation:  We initiate coverage with a $116 PT. 
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Our PT is based on the assumption that Trump’s promised tariffs will increase domestic demand 
for EVs and as a result, autonomous vehicles. These tariffs should boost the domestic supply of 
EVs, which will lead to increased demand for imaging systems, directly benefitting Onsemi. 
 
Our upside case assumes that one, Trump will impose tariffs, and two, these tariffs will benefit 
domestic EVs while not largely impacting the foreign market for Onsemi. Further, Onsemi is posed 
to benefit from tailwinds in their imaging sector from the race for fully autonomous vehicles. 
 
Our downside case is that either these tariffs are not imposed, or they do not have the proposed 
effects on Onsemi. It is possible that the tariffs disrupt the free market equilibrium to such an 
extent that any benefits are outweighed by an overall economic downturn, specifically in the 
automotive industry. 
 
 
Peer Comparisons  

 

 
 

Company Overview 
 
Onsemi provides intelligent power and intelligent sensing solutions with a primary focus towards 
automotive and industrial markets. Their intelligent power technologies enable the electrification of the 
automotive industry that allows for lighter and longer-range electric vehicles, empowers efficient fast-
charging systems, and propels sustainable energy for the highest efficiency systems. Their intelligent 
power solutions for the automotive industry allow their customers to exceed range targets with lower 
weight and reduce system costs through efficiency. Their intelligent sensing technologies support the 
next generation of industry, allowing for smarter factories and buildings. They also enhance the 
automotive mobility experience with imaging and depth sensing that make advanced vehicle safety and 
automated driving systems possible. They aim to be an evolving force in the automotive industry, with 
advancements in autonomous driving, ADAS, and vehicle electrification. Through sensing integration, 
they attempt to achieve superior efficiencies compared to their peers. This integration allows lower 
temperature operation and reduced cooling requirements while saving costs and minimizing weight. In 
addition, their power solutions deliver power with less die per module, achieving a higher range for a 
given battery capacity. Essentially, Onsemi targets creating efficiencies wherever possible and 
differentiates itself by doing so better than their competitors. 



 
Industry Overview  
 
Rising EV sales: The electric vehicles market is on the rise globally. The increase in demand of EV’s 
leads to an increase in parts needed to create them. Electric vehicles will increasingly require specialized 
conductors as they become more efficient. Onsemi is positioned to benefit due to the increasing 
demand for parts required for powertrains, battery management systems, and autonomous driving. 
These technologies require increasingly sophisticated and energy-efficient solutions. Looming Trump 
administration EV tariffs could bolster domestic EV sales further, creating synergistic effects.  
 
Rising Importance of Semiconductor Applications in Industrial Automation: The industrial automation 
sector is undergoing a rapid digital transformation, with growing adoption of AI-driven systems and 
smart factory solutions. This is driving demand for semiconductors capable of delivering precision, 
reliability, and energy efficiency in factory and industrial settings.	Manufacturers are seeking energy-
efficient solutions which places Onsemi to grow along with broader industry needs.  
 
Geopolitical risks: The semiconductor industry faces supply chain disruptions stemming from 
constrained manufacturing capabilities and geopolitical tensions. Onsemi attempts to mitigate 
manufacturing risks by investing in internal efficiencies. Onsemi mitigates geopolitical risks, specifically, 
U.S.-China trade relations and potential export restrictions, with U.S.-based production and global 
diversification.  
 
Investment Theses 

Energy-Efficiency Tailwinds: Despite headwinds in the automotive and industrial segments Onsemi faces 
strong tailwinds with enormous growth potential in their energy sector. Onsemi places great emphasis on 
power-efficient and energy-saving solutions, which aligns with growing global demand. Demand for 
sustainable energy is on the rise as impact investing and ESG ratings become more prevalent. Despite a 
decrease of 29% in year-on-year revenue in their Power Solutions Group (PSG), a strong bounce back 
can be expected as the economy as a whole continues to pick up. PSG is posed to benefit from growth 
in many high-demand markets. Automotive, factory automation, smart infrastructure, and other industrial 
applications position Onsemi to capture diversified growth while potentially offsetting automotive and 
industrial headwinds and creating synergistic effects for their intelligent sensing group (ISG). 

Financial Confidence: Onsemi returned 75% of free cash flow to shareholders through aggressive stock 
repurchasing. This indicates strong financial confidence in operations and stability. Onsemi has been 
focusing on internal efficiency and cost management, reducing costs through layoffs and consolidation 
amid headwinds in their historically largest sector (PSG). This shows that Onsemi is capable of increasing 
margins and investing in high-growth areas like ISG while rewarding shareholders in a down turn period.  

Global Stability: With the potential for U.S. tariffs on Chinese imports looming, Onsemi stands to benefit 
as domestic demand for imaging and sensing systems in autonomous vehicles may shift to U.S.-based 
suppliers. Given its U.S. presence and global reach, Onsemi is well-prepared to meet this demand, 
creating a potential upside should U.S. manufacturers shift sourcing preferences to reduce tariff 
exposure. Comparatively, the foreign market for sensing systems will remain very similar as China will 
move to export EVs to other countries to make up for US tariff-caused disruptions. Essentially, foreign EV 
supply will remain stable while US demand for image systems increases.  



 
Price Target & Valuation 

Our analysis gives $ON a price target of $116 and an Overweight 
rating.  

 

Potential Downsides to Our Rating  
 
 

Geopolitical tension: Onsemi mitigates many of the potential 
geopolitical risks regarding semiconductors, automation, and 
electric vehicles. However, an industry-wide disruption in any 
of these sectors would undoubtedly have negative effects that 
Onsemi’s efforts could not fully shield. Volatile tensions with 
China remains the greatest risk heading into a second Trump 
presidency.  
 
Tariffs: Tariffs should theoretically help Onsemi as it will bolster 
domestic demand without a great impact on foreign demand. 
However, Tariffs could act as a major market upset, hurting 
the entire industry, specifically foreign demand of Onsemi’s 
products. 

 
Industry Automation Race: Onsemi is posed to benefit from 
their solutions being the most efficient in industry automation. 
If they were to be beaten at their own game – energy-efficient 
industry automation solutions – they would lose out on market 
share and a major, high-growth, revenue stream. 
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Our Price Target:           $116                                
Our PT is based on the assumption that 
Trump’s promised tariffs will increase 
domestic demand for EVs and as a result, 
autonomous vehicles. These tariffs should 
boost the domestic supply of EVs, which 
will lead to increased demand for imaging 
systems, directly benefitting Onsemi. 
 
Our Upside Case:         $164                            
Our upside case assumes that one, 
Trump will impose tariffs, and two, these 
tariffs will benefit domestic EVs while not 
largely impacting the foreign market for 
Onsemi. Further, Onsemi is poised to 
benefit from tailwinds in their imaging 
sector from the race for vehicle and 
factory automation. 
 
Our Downside Case:             $69 
Our downside case is that either these 
tariffs are not imposed, or they do not 
have the proposed effects on Onsemi. It is 
possible that the tariffs disrupt the free 
market equilibrium to such an extent that 
any benefits are outweighed by an overall 
economic downturn, specifically in the 
automotive industry. 
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About $ON 
 
ON Semiconductor Corp. (NASDAQ: ON), founded in 1999 and headquartered in Scottsdale, Arizona, 
operates globally with a significant presence across North America, Asia, and Europe. The company 
specializes in intelligent power and sensing solutions, catering to automotive, industrial, and other high-
growth end markets. ON’s core business segments include the Power Solutions Group (PSG), 
Advanced Solutions Group (ASG), and Intelligent Sensing Group (ISG), with a strong focus on silicon 
carbide (SiC) for electric vehicles and imaging systems for autonomous technologies. Its products aim to 
enhance energy efficiency, power management, and automation, driving advancements in electric 
vehicles, industrial automation, and sustainable energy infrastructure. 
 
Disclosures & Ratings 
 
Consortium Equity Research does not hold any professional relationships with any reported equities. 
Overweight means the analyst team believes the stock price will outperform the coverage industry (TMT, 
Healthcare, Industrial, Consumer, FIG) in the next 6-12 months. Equal Weight means the team expects 
performance in line with the industry. Underweight means the team expects underperformance relative 
to the industry. 
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