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Description
NVIDIA Corporation (NASDAQ:NVDA) engages in Visual Computing. The Company operates
through its GPU and Tegra Processors. The GPU businesses include GeForce for personal
computer gaming, Quandro for computer aided design, video editing, special effects, and
other creative applications; Tesla for deep learning and general purpose computing; GRID
for cloud and data centres. NVDA’s Tegra processors are primarily designed for its DRIVE,
which provide automotive computing for driving and SHIELD, which designs devices to
harness the power of mobile cloud for gaming.
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Investment Action
We are bullish on NVDA on the company’s strong line of products and its market share.
NVDA, besides performing extremely well in its traditional core segment, pc gaming, has
also positioned itself well to take advantage of the coming trends in the Technology
sector; Autonomous Driving, Deep Learning Artificial Intelligence, Cloud and Virtual
Reality. We believe that NVDA makes for a solid investment on the back of its strong line
of products, its strong balance sheet and current valuations.
Intel’s recent acquisition of Mobileye surprised many investors and we feel has signaled
legitimacy to NVDA’s continued efforts in the autonomous vehicle space. NVDA had
previously announced partnerships with Tesla as well as Audi, Daimler, Bosch and many
other automotive companies. While some investors had remained skeptical about whether
the autonomous driving space would be worthwhile, Intel spending a massive US$15.5 bn
to acquire Mobileye would seem to signal that Intel feels the need to catch up on the
autonomous driving space. US$15.5 bn valued Mobileye with about US$383 mn in sales at
43x Sales, in contrast, NVDA generated about US$487 mn in Automotive related sales, and
its total current valuation puts it at about 9x total sales. We believe that NDVA’s Xavier,
which uses a different technology and ARM chip architecture to Intel’s x86 chips, is superior
in performance and will continue to be the chip of choice for autonomous vehicle makers.
In terms of NVDA’s Core segment, Gaming, it reported an increase of 66% y-o-y and 8% q-oq in its most recent quarter, with a record US$1.35 bn in revenue. The gaming industry,
which we touched on in our previous report, has been growing every year and is now an
impressive US$100 bn industry. NVDA recently released their new graphics card, the GTX
1080 Ti, which matched the performance of its previous high end graphics card for about
60% of its cost. It remains to be seen if NVDA is able to hold on to their margins due to the
reduction in price or will the company have its margins squeezed.
NVDA’s foray into other segments has also garnered good results. Its Quadro revenue grew
11% y-oy to US$225 mn in its latest quarter, and as computing and special effects continue
to rise in importance in design and entertainment, NVDA should also continue to reap those
rewards. NVDA also reported that its Datacenter revenue tripled y-o-y to US$296 mn,
reporting that Microsoft, Facebook and Google were among some of the early adopters to
use deep learning to provide customers with AI services, which drove growth in the use of
NVDA products in Datacenters.
Overall, NVDA has positioned itself very well to capture the fastest growing trends in
technology with the biggest potentials; Gaming, Cloud/datacenters, Autonomous Driving
and AI, and as such we are bullish on NVDA.
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Key Points:
 Technicals. NVDA has been soaring in a powerful uptrend since August 2015 where
price continued to break new record highs without getting into any significant
correction. It was only until recently where price reached a new record high of
120.00 round number resistance area where a technical correction occurred. The
shooting star rejection off the 120.00 round number resistance area on the week
ended 10 February, 2017 managed to shift price into a healthy correction where
price found a new higher lower base off the confluence of 95.17 support area,
38.2% Fibonacci retracement level and 20 week moving average.


Moreover, there was a strong reversal off the support area on the week ended 17
March, 2017 where buyers succeeded in breaking price above the pullback line
validating the strength in the uptrend.



Expect the long term uptrend to resume next for price to retest the 120.00
resistance area.

Resistance 1: 111.80
Resistance 2: 120.00
Support 1: 99.11
Support 2: 95.17

NVDA weekly chart

Red line = 20 period moving average, blue line = 60 period moving average,
Green line = 200 period moving average
Source: Bloomberg, PSR



Valuations. NVDA currently trades at a PER of 42.26. In comparison, Advanced Micro
Devices (NASDAQ:AMD) is currently loss making and Intel Corporation (NASDAQ:INTC)
is trading at 16.67 PER. However INTC has been facing declining profits and slower
growth for the past 2 years. NVDA average PER for the past 5 years is 24.21, however,
many of NVDA’s growth catalyst are relatively recent. NVDA’s forward PER based on
consensus estimates is about 32.36 NVDA also has a very strong balance sheet, with
more than US$4.8 bn in net cash. NVDA has an Operating Margin of 27.99% and Net
Profit Margin of 24.11%. Overall, we believe that NVDA is currently slightly Under
Valued.



Risk. NVDA’s core segment is still responsible for the vast majority of its earning, and
the other segments can be considered to be in infancy stage. However, much of
NVDA’s valuation derives from expectation of future performance in its other
segments. As such, if there is a slowdown or loss of market share or if there is a misstep
in their GPU offerings, or If NVDA’s future growth segments were also to face any
issues, NVDA’s current valuation is likely to face downward pressure.
Counter
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Important Information
This report is prepared and/or distributed by Phillip Securities Research Pte Ltd ("Phillip Securities Research"), which is a holder of a financial adviser’s license under the
Financial Advisers Act, Chapter 110 in Singapore.
By receiving or reading this report, you agree to be bound by the terms and limitations set out below. Any failure to comply with these terms and limitations may
constitute a violation of law. This report has been provided to you for personal use only and shall not be reproduced, distributed or published by you in whole or in
part, for any purpose. If you have received this report by mistake, please delete or destroy it, and notify the sender immediately.
The information and any analysis, forecasts, projections, expectations and opinions (collectively, the “Research”) contained in this report has been obtained from
public sources which Phillip Securities Research believes to be reliable. However, Phillip Securities Research does not make any representation or warranty, express or
implied that such information or Research is accurate, complete or appropriate or should be relied upon as such. Any such information or Research contained in this
report is subject to change, and Phillip Securities Research shall not have any responsibility to maintain or update the information or Research made available or to
supply any corrections, updates or releases in connection therewith.
Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this report are as of the date indicated and are subject to change at any time
without prior notice. Past performance of any product referred to in this report is not indicative of future results.
This report does not constitute, and should not be used as a substitute for, tax, legal or investment advice. This report should not be relied upon exclusively or as
authoritative, without further being subject to the recipient’s own independent verification and exercise of judgment. The fact that this report has been made available
constitutes neither a recommendation to enter into a particular transaction, nor a representation that any product described in this report is suitable or appropriate for
the recipient. Recipients should be aware that many of the products, which may be described in this report involve significant risks and may not be suitable for all
investors, and that any decision to enter into transactions involving such products should not be made, unless all such risks are understood and an independent
determination has been made that such transactions would be appropriate. Any discussion of the risks contained herein with respect to any product should not be
considered to be a disclosure of all risks or a complete discussion of such risks.
Nothing in this report shall be construed to be an offer or solicitation for the purchase or sale of any product. Any decision to purchase any product mentioned in this
report should take into account existing public information, including any registered prospectus in respect of such product.
Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or
persons involved in the issuance of this report, may provide an array of financial services to a large number of corporations in Singapore and worldwide, including but
not limited to commercial / investment banking activities (including sponsorship, financial advisory or underwriting activities), brokerage or securities trading activities.
Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or
persons involved in the issuance of this report, may have participated in or invested in transactions with the issuer(s) of the securities mentioned in this report, and
may have performed services for or solicited business from such issuers. Additionally, Phillip Securities Research, or persons associated with or connected to Phillip
Securities Research, including but not limited to its officers, directors, employees or persons involved in the issuance of this report, may have provided advice or
investment services to such companies and investments or related investments, as may be mentioned in this report.
Phillip Securities Research or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or
persons involved in the issuance of this report may, from time to time maintain a long or short position in securities referred to herein, or in related futures or options,
purchase or sell, make a market in, or engage in any other transaction involving such securities, and earn brokerage or other compensation in respect of the foregoing.
Investments will be denominated in various currencies including US dollars and Euro and thus will be subject to any fluctuation in exchange rates between US dollars
and Euro or foreign currencies and the currency of your own jurisdiction. Such fluctuations may have an adverse effect on the value, price or income return of the
investment.
To the extent permitted by law, Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its
officers, directors, employees or persons involved in the issuance of this report, may at any time engage in any of the above activities as set out above or otherwise
hold an interest, whether material or not, in respect of companies and investments or related investments, which may be mentioned in this report. Accordingly,
information may be available to Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its
officers, directors, employees or persons involved in the issuance of this report, which is not reflected in this report, and Phillip Securities Research, or persons
associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or persons involved in the issuance of this
report, may, to the extent permitted by law, have acted upon or used the information prior to or immediately following its publication. Phillip Securities Research, or
persons associated with or connected to Phillip Securities Research, including but not limited its officers, directors, employees or persons involved in the issuance of
this report, may have issued other material that is inconsistent with, or reach different conclusions from, the contents of this report.
The information, tools and material presented herein are not directed, intended for distribution to or use by, any person or entity in any jurisdiction or country where
such distribution, publication, availability or use would be contrary to the applicable law or regulation or which would subject Phillip Securities Research to any
registration or licensing or other requirement, or penalty for contravention of such requirements within such jurisdiction.
This report is intended for general circulation only and does not take into account the specific investment objectives, financial situation or particular needs of any
particular person. The products mentioned in this report may not be suitable for all investors and a person receiving or reading this report should seek advice from a
professional and financial adviser regarding the legal, business, financial, tax and other aspects including the suitability of such products, taking into account the
specific investment objectives, financial situation or particular needs of that person, before making a commitment to invest in any of such products.
This report is not intended for distribution, publication to or use by any person in any jurisdiction outside of Singapore or any other jurisdiction as Phillip Securities
Research may determine in its absolute discretion.
IMPORTANT DISCLOSURES FOR INCLUDED RESEARCH ANALYSES OR REPORTS OF FOREIGN RESEARCH HOUSES
Where the report contains research analyses or reports from a foreign research house, please note:
(i)
recipients of the analyses or reports are to contact Phillip Securities Research (and not the relevant foreign research house) in Singapore at 250 North Bridge
Road, #06-00 Raffles City Tower, Singapore 179101, telephone number +65 6533 6001, in respect of any matters arising from, or in connection with, the
analyses or reports; and
(ii)
to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore who is not an accredited investor, expert
investor or institutional investor, Phillip Securities Research accepts legal responsibility for the contents of the analyses or reports.
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