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Company Overview
Broadcom holds a dominant and innovative brand proposition. The firm maintains sizable 
contracts across industries. Their top five end customers account for 35% of net revenue

Sales Overview

Packaged semiconductor technology that works for WIFI, ethernet 
devices, network adapters, and Bluetooth

Enterprise software tools, cybersecurity, and software implementation 
support

Networking chips, wireless communication chips, and storage 
componentsSemiconductor

Network

Software and 
Services

Margin Comparison

Sizable Existing Contracts

Sources: S&P CapitalIQ, CSIMarket, Broadcom Investor Relations Page, Broadcom 10K, Professor Ningyuan Cao Ph.D.

74%
46% 57%

12%
39%52% 

14% 26% 
(6%) 11% 

Gross Margin EBIT Margin EBITDA Margin YoY Revenue
Growth

Net Income
Margin

Broadcom Competitor Average
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18% 35% 12% 35%

US China Singapore Other
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Chip & Software Overview
Primary research within the ND College of Engineering unveiled key differences among chip types

Source: Professor Ningyuan Cao Ph.D.

CPU Chip GPU Chip

Networking Chip

Central Processing 
Units (CPUs) which 
act as a control center 
connecting the internal 
circuitry of a computer

Broadcom 
specializes in 
networking chips 
that connect one 
device to another

Graphics Processing Units 
(GPUs) which allow for the 
visual rendering of graphics 
on the screen

The Broadcom Niche

Brand Specialty

GPU Chips & Software

GPU Chips & Software

Wireless

CPU Chips

Networking Chips

Software
Enterprise solutions 
that include 
mainframes, 
cybersecurity, and 
payment security



Outsource to 
TSMC and 
Foxconn

Specialize in 
designing and 

selling the chips 
to businesses

Shifting to expand 
their software and 

service 
capabilities 

(VMware merger)
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Value Chain
Supply lines with valuable strategic outsourcing

Internally designed with 
some domestic 
manufacturing

1

~90% of  wafers are outsourced 
to providing accelerated and 

cost-effective production

Technology is sold to wide 
array of  companies across 
all different industries. 35% 
of  net revenue in FY ‘22 and 

FY ’21 came from top five 
end customer contracts

2 3

Source: Professor Ningyuan Cao Ph.D.
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Investment Thesis

1 Experienced leadership maintaining and driving appealing organic growth 
avenues

2 Emphasis on continuous strategic acquisitions, including the upcoming VMware 
deal, deliver an impenetrable economic moat and software expansion

3 Strategically positioned for technology needs of tomorrow

Current Price: $830.58

Price Target: $971.75 

17% Implied Upside

8.6%

17.0%

25.9%

Bear Base Bull

Projected Return Profile (2-3 Years)
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Thesis Point 1

1 Experienced leadership maintaining and driving appealing organic growth 
avenues
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Legendary Leadership
Hock Tan continuously grows Broadcom to new heights, running his business like a 
portfolio company and constantly prioritizing shareholders

• Born in poverty in Malaysia
• Educated at Harvard and MIT
• Hired as CEO in 2005 

following the creation of 
Avago

• Previous experience at GM, 
Pepsi, Commodore, & IDT

Hock E. Tan, President & Chief Executive Officer

Stock Price & Dividend YieldExecutive Leadership
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CAGR: 32.23% 

Key Management Objectives

Cost Cutting

Deleveraging

Shareholder Value

$7,314
$6,407

$765
$1,299

$8,455
$7,382

2018 2019 2020 2021 2022 2023

SG&A % of revenue:

Return to 2.5x debt/EBITDA within 2 years post 
acquisition

16.6% ROIC 9.4% WACC

Share Repurchase Program ($M)

Sources: S&P CapitalIQ, Broadcom Investor Relations Page

Dividends expected to grow at a 38% CAGR and reach $18.40 
per share in FY23

4.4%
8.5%

Broadcom Competitors

Stock Price Dividend Yield

64.8% ROE

Competitor Average ROIC: 9.5% 
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Case Study: Deleveraging & Cutting Costs
Management has proven its ability to cut costs dramatically and quickly de-lever after deals by 
lowering the employee count and streamlining essential operations
Deleveraging Cutting Costs

Hock Tan has a proven history of successfully deleveraging in the wake 
of large acquisitions that will likely continue in the future

61% decrease 
in SG&A

51% decrease 
in SG&A

69% decrease 
in SG&A

53% decrease 
in SG&A

Sources: S&P CapitalIQ, Broadcom Investor Relations Page

*Broadcom purchased by Avago in May 2015



|9

US Base Reinforces Long-Term Mission
Broadcom maintains their two-way supplier relationships abroad while growing US 
manufacturing with their contemporary base in the United States

CA CO

PA

3 US 
Factories 

across CA, 
CO, & PA 

4 factories in 
Singapore, one factory 
in Penang, Malaysia, 
and one in Sao Paulo, 

Brazil

6 
International 

Factories

Previous Setback

Sources: Bloomberg Terminal, S&P CapitalIQ, Broadcom Investor Relations Page

$117B planned hostile takeover of 
Qualcomm in 2018 was blocked 

over US national security 
concerns. Stock dropped 13.4%

CEO Took Swift Action

Cash invested to build factories in 
the United States

Contemporary Domestic Base

Diversifies revenue to combat fluctuating 
prices, builds confidence from US lawmakers, 

allows them to capitalize on US Acts, and 
maintains relationships abroad

HQ moved from Singapore to San 
Jose, CA in 2018. Gross profit 
margins have increased from 66.3% 
to 74.3% since then

CA CO

PA

2022 CHIPS and Science Act
$280 billion in new funding to boost 

domestic research and manufacturing of 
semiconductors in the United States
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Thesis Point 2

2 Emphasis on continuous strategic acquisitions, including the upcoming VMware 
deal, deliver an impenetrable economic moat and software expansion
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Shifting Focus Towards Software M&A
A recurring history of successful strategic acquisitions have gradually been shifting 
towards a focus on accretive software expansion. There are no “snap-on” deals

2005
Spun off from 

Agilent 
Technologies and 

became Avago 
Technologies, hiring 
Hock Tan as CEO

2009
Went public on 

NASDAQ through 
an IPO with the 
ticker AVGO

2013
LSI Corporation 
Size: $6.6 billion

2015
Broadcom 

Corporation 
Size: $37 billion

2016
Brocade 

Communication 
Systems 

Size:. $5.5 billion

2018
CA Technologies 
Size: $18.9 billion

2023
VMware Size: $69 

billion

General Company Info

Hardware Acquisition

Software Acquisition

Legend:

Sources: Broadcom Press Releases, S&P CapitalIQ, CRN

2019
Enterprise Security 
Software division of 

Symantec
Size:. $10.7 billion

“

”

We fuel growth by offering more and better products so 
customers are using more of our entire portfolio of 

technology products, rather than just one or two

Hock E. Tan, President & CEO
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VMware Company Overview
VMware is one of the largest software companies in the world

Application Modernization

Cloud Management

Cloud Infrastructure

Networking

Security

Key Facts

Licenses software to help companies manage data centers, operations, and 
finances

13th largest software service company by revenue

VMware was founded in 1998. It was made a subsidiary of EMC in 
2004. As of 2016, it is subsidiary of DellFounding

Business Model

Industry 
Position

Margin Comparison

Oasis of Software Solutions

86%

33% 35%

4%

23%

72% 

34% 40% 

9% 

27% 

Gross Margin EBIT Margin EBITDA Margin YoY Revenue
Growth

Net Income
Margin

VMware Industry Average

Key Partnerships

Sources: VMware 10K, S&P CapitalIQ, Tech Target
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Broadcom is poised to significantly expand its software portfolio. Its successful history with M&A 
and proven ability to de-lever post-acquisition increase the likelihood of success for this transaction

Added Value to Broadcom

Expected to close by October 29th, as regulatory 
approval is finalized in China

$61 billion in cash and stock assuming $8 
billion of debt from VMware

VMware Shares exchanged for $142.50 or 
0.252 shares of Broadcom common stock 
with dividend policy unchanged

Ownership Overview Post Merger

88% Broadcom

12% VMware

Estimated 24.7x TEV/EBITDA purchase multiple. 
VMware TEV/LTM EBITDA multiple is 25.5x

VMware Acquisition Overview

App Modernization Cloud Management Cloud Infrastructure

Networking Security Anywhere Workspace

Software 
expanded to 

>45% of 
revenue 

segmentation

Best in Class Product Portfolio

Entry into Private Cloud Infrastructure

46% 52%
Of private clouds are run 
using VMware software

Is the market share for VMware 
in the virtualization subsegment

Operational Efficiency

$0

$1,000

$2,000

$3,000

$4,000

$5,000

2018 2019 2020 2021 2022 2023

SaaS Revenue ($M)

CAGR: 34.1%

VMware has shifted its 
focus from perpetual 
licensing, which has seen a 
mere 1.53% CAGR, to 
SaaS (now 30% of net 
revenue) resulting in 
recurring revenues and 
bolstered revenue growth

Sources: Broadcom Website, Statista
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A Catalyst For Further Growth
Investing in VMware, along with synergies from the merger will catalyze revenue growth. 
VMware currently has a market capitalization of $71.88 billion

Strategy

Broadcom plans to invest an incremental $2 billion a 
year in VMware to better unlock customer value

Impact: Data Center Expansion

Today:

Strong economic 
moat from set of 
expanded 
software offerings

Adding VMware’s 
cloud and 
virtualization 
software

Tomorrow:

Offering End-to-End solutions in a 
$75 Billion industry

Strategy

Impact

Plans to build 
capabilities for 

enterprises to deploy 
private clouds through 

a significant investment 
in professional services

Next-generation 
software-defined data 

centers in private 
clouds, instead of a 

mixed cloud 
environment, through 

virtualization

R&D Professional Services

$8.5 
Billion

In EBITDA contribution 
targeted within 3 years of the 
merger
80% more than their current 
EBITDA

Only offering critical 
components in this 

industry

Source: Broadcom Investor Relations Page

1

2
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Thesis Point 3

3 Strategically positioned for technology needs of tomorrow
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Industry Expansion
Broadcom operates in a rapidly evolving industry set to absorb new tailwinds to grow their 
software and networking chip revenue
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2000 2003 2006 2009 2012 2015 2018 2021

Mobile user growth expected to grow over 1B in 
user count over the next 5 years

Semiconductor Industry Growth ($B) 

Networking Chips on the Rise

CAGR: 4.46%

As of September 21, 2023, Google 
plans to continue to buy from 

Broadcom in wake of rumors that 
they would cut ties

Networking chips are used in more and more technologies now 
since all of our electronic devices need to be connected 

This positions Broadcom well to capture these emerging 
markets as they dominate the networking chip industry

Switching from Broadcom is difficult since clients would be forced to 
design proprietary hardware and software. They would need access to 
manufacturing abroad, which Broadcom holds strong relationships 
with, to compete effectively on pricing

Emphasis on Software and Services

64% of  companies are planning to implement an ERP 
in the next three years

Broadcom’s Symantec Enterprise Cloud delivers 
data-centric hybrid security

The VMware expected acquisition shows a trend in 
acquisitions and focus

Sources: Professor Ningyuan Cao Ph.D., Barrons, TrueList, Broadcom Website, Statista

Apple continues to renew their 
Broadcom contract despite sitting 

on cash they could use to build their 
own silicon
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Diversification of Products 
Broadcom uses its scale to hold a diverse portfolio of innovative products and act as a 
one-stop-shop for their customers
Diverse Product Types Diverse Specifications

Storage and Systems 

 Wireless  

Wired Connectivity 

 Optical Products 

Enterprise Software

 Mainframe Software 

Cybersecurity

Storage Adapters

Fibre Channel Networking

PCI Switch

LED Displays

Data Protection

Motion Control Encoders

Optical Sensors

App Development

Identity and Access

Source: Broadcom Website
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Why Buy Now?

Valuation Drivers
Each thesis point ultimately boils down to confidence in expected software expansion. This sets 
Broadcom up for future revenue growth and should be reflected in a more attractive multiple
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Football Field Valuation Analysis

$0

$500

$1,000

$1,500

$2,000

$2,500

Low Spread High Current Target Low Target High

$971.75 Target
$830.58 Current

Sources: S&P CapitalIQ, CNN Business



Software Profitability, Weight, and “Innovation” Factor behind Growth Rationale
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Growth in Software Drives Revenue
Management’s push to grow software will translate into broader revenue growth

Segmented Revenue ($M) 

$0

$10,000

$20,000

$30,000

$40,000

$50,000

2018A 2019A 2020A 2021A 2022A 2023E 2024E 2025E 2026E 2027E

Semiconductor Solutions Infrastructure Software

CAGR: 12.33%

CAGR: 7.28%

70.9%

90.9%

Gross Profit Margin LTM Weight 2027E Weight

80%

20%

72%

28%

(10%) Change

40% Change

Source: S&P CapitalIQ

Growth driven 
from their 

heavy focus on 
software M&A 

which they plan 
to pursue

Takeaway Generative AI % of Semiconductor Revenue

10%
15%

25%

2022A 2023E 2024E

CAGR: 58.11%
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DCF (Base Case)

1

2

3

EBITDA margin expansion is driven by revenue growth 
mixed with relatively steady COGS

Discounted cash flows at a WACC of 9.43% based on 
Broadcom’s capital structure

CapEx remains steady and in line with management 
expectations
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Historical Multiple Analysis

Sources: S&P CapitalIQ, Statista

Competitors trade at higher multiples due to software prioritization

5Y TEV/EBITDA

Broadcom 5Y Average TEV/EBITDA: 15.7x Median 5Y TEV/EBITDA: 17.2x

Broadcom Current TEV/EBITDA: 18.9x Median Current TEV/EBITDA: 25.4x

P/Diluted EPS Comparison

Broadcom Current P/Diluted EPS : 25.5x AMD Latest P/Diluted EPS : 106.8x NVIDIA Current P/Diluted EPS : 108.1x
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Conclusion

Software % of Revenue

15.9%

19.9%

24.1%

25.6%

55.8%

As Broadcom assumes a higher portion of revenue from software, their multiples will rise to 
meet their competitors, AMD and NVIDIA, who hold a software-heavy portfolio

Organic 
Growth

1

Multiple 
Expansion

Software 
M&A

Product 
Innovation

2

3

4

Brand TEV/LTM EBITDA

18.2x

9.7x

18.5x

49.2x

87.3x

Current Price: $830.58

Price Target: $971.73 

17% Implied Upside

Source: S&P CapitalIQ
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Appendix
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YTD Stock Chart
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Volume Share Price

EBITDA $20,329

EBIT 16,202

Net Income $2,724

Gross Profit Margin 74.3%

LTM Key Financials ($M)

Market Capitalization $342,809

Estimated 5Y Beta 1.13

Revenue $35,454

Gross Profit $26,333

Sources: S&P CapitalIQ, CNN Business
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VMware Management Team

Source: VMware Investor Relations Executive Leadership Page

“

”

“

”

“

”

Raghu Raghuram, CEO Karen Dykstra, CFO Sumit Dhawan, President

Raghu Raghuram joined 
VMware in 2003 and currently 

serves as the company’s 
CEO. Prior to VMware, 
Raghuram held product 

management and marketing 
roles at AOL, Bang Networks 

and Netscape

Karen Dykstra became Chief 
Financial Officer in June 2023. 

Dykstra formerly made a 
transition from service on a 
board of directors to CFO 

while at AOL, Inc., where she 
served on the AOL board of 

directors. Before AOL, Dykstra 
was a partner of Plainfield 
Asset Management LLC

Sumit Dhawan leads the 
company’s go-to-market 

functions including WW Sales, 
Customer Experience and 

Success, Strategic Ecosystem 
and Industry Solutions, 

Marketing, and 
Communications. Sumit is a 
seasoned executive with a 

proven track record of building 
and running market-leading 

businesses



Broadcom Income Statement
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Broadcom Balance Sheet
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Broadcom Statement of Cash Flows
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DCF (Base Case)
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DCF (Bull Case)



DCF (Bull Case)
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DCF (Bear Case)
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DCF (Bear Case)
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Sensitivity Analysis (Base Case)
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Sensitivity Analysis (Bull Case)
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Sensitivity Analysis (Bear Case)
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Operating Build & Key Assumptions
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Operating Build & Key Assumptions

|40



Operating Build & Key Assumptions
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Operating Build & Key Assumptions

|42



Comparable Companies Analysis
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WACC Calculation
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