
 
 
 
 
 
 
 
 
 
 
 
 
 
 
InterDigital, Inc. (IDCC-NASDAQ-US$24.80) 
Realigning SlimChip business; upgrading to Buy 
 
RATING: Buy SECTOR: Technology 
TARGET PRICE: US$30 SECTOR RECOMMENDATION: Market-weight 
BASIS OF TARGET:  13x our 2010 EPS estimate 
 
IDCC to realign product business. This morning, IDCC announced that it plans to 
realign its SlimChip business by closing down its product development operations and 
limiting its activities to the licensing of related intellectual property. The move, which will 
result in the furloughing of 100 production personnel and an associated charge of $45 
million during 1Q’09, is expected to reduce ongoing operating expenses by ~$33 
million per year, adding $0.40 - $0.50 to the EPS line. 
 
We view this move as a significant positive for IDCC shares as one of the risks in the 
story had been the potential for IDCC to choose to grow this business rather than exit 
it. Expansion of the SlimChip business would have increased IDCC’s exposure to the 
perils of a manufacturing business, including product cycles, increased capital 
expenditure requirements and potential product obsolescence. With the company now 
reaffirming its commitment to the licensing model and removing the fear that it may 
become more manufacturing-centric, we believe that the shares are poised for multiple 
expansion.  
 
Adjusting estimates to reflect lower operating expenses. We are adjusting our 
IDCC estimates to reflect the operational changes resultant from this morning’s 
restructuring announcement. For FY’09, our revenue estimate declines from $301 
million to $295 million while our non-GAAP EPS estimate increases from $1.83 to 
$2.15. On a GAAP basis, our EPS number declines to $1.47 from $1.83 as a result of 
the restructuring charge. For 2010, our revenue estimate declines from $315 million to 
$311 million on the reduced product revenue, while our EPS number increases to 
$2.40 from $1.97.  
 
Raising rating to BUY with a $30 price target.  We are raising our rating on IDCC 
shares from NEUTRAL to BUY. With the fate of the SlimChip business now 
determined, we believe that one of the primary risks to the IDCC story has been 
removed. In our opinion, IDCC shares offer investors a compelling risk/reward profile. 
At roughly 11.5x our FY’09 EPS estimate of $2.15, IDCC shares appear attractively 
valued. We believe that the company has over $5 per share in cash (after receiving the 
first Samsung payment) and will likely see that number grow towards $10 per share as 
the remaining three payments arrive over the next 18 months. Additionally, we believe 
that IDCC stands at least a 50-50 chance of gaining a licensing agreement with NOK at 
some point in the near future (ITC action is slated to start in May and complete in 
August). Were the company to successfully negotiate an agreement with NOK, our 
current estimates would need to move materially higher. Finally, with the Samsung 
agreement, IDCC has reached the point where more than 60% of revenue is 
contractually guaranteed, providing the company with much greater visibility than other 
technology players. Our $30 price target represents a multiple of just 13x our FY’10 
EPS estimate of $2.40.  
 
 
RISK PROFILE: Above Average 
RISK CONSIDERATIONS: invalidation of IP position, unsuccessful resolution of IP litigation, 
unfavorable royalty rates, volatility of earnings, competition 
 

BENNETT NOTMAN, CFA 
   (804) 780-2150 
   bnotman@investdavenport.com 
JONATHON SKEELS 
   (804) 697-2958 
   jskeels@investdavenport.com 

Disclosure Code: None 
Important disclosures and analyst 
certifications are in the Disclosure 
Section. 
 
Valuation Data (source: StockVal) 
FYE Dec 2008A 2009E 2010E 
Projected EPS: $0.44 $2.15 $2.40 
Projected P/E: 56.6x 11.5x 10.4x 
 
Trading & Operating Data 
52-Wk Range: $16.20-$33.69 
Volume 60-Day Avg (Th): 938.00 
Avg. Shares O/S- LQ: 47.2 
Market Value ($M): $957.0 
Institutional - % Held: 46.31% 
Insider Ownership %: 3.67% 
LT Debt /Capital LQtr %: 1.4% 
 
Company Profile 
InterDigital Inc. (IDCC) designs and 
develops wireless technologies for mobile 
voice and data communications. IDCC 
monetizes its technology position by 
licensing its IP to companies that make, 
use or sell products that conform to 2G 
and 3G wireless Standards.  IDCC was 
founded in 1972 and is headquartered in 
King of Prussia, PA 
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 InterDigital, Inc. 

 
 
Disclosure Section 
As of 01/05/09, Davenport’s ratings of covered companies were distributed as follows: 50.7% Buy, 43.5% Neutral, 5.8% Sell 
As of 01/05/09, Davenport’s percentages of covered companies that were investment banking clients within the past 12 months by 
rating were: 6.4% Buy, 3.0% Neutral, 0.0% Sell 
 
Companies Mentioned in this Report and Associated Disclosures 
InterDigital, Inc. (IDCC - NASDAQ):None; Samsung (SSNNF.PK): NA; Nokia (NOK – NYSE): None 
 
Description of Rating System 
Strong Buy These shares are viewed as compelling short and long-term investment opportunities. We expect these shares to 

materially outperform the market over the next 12 months. Aggressive purchase is recommended at current prices. 
Buy These shares offer attractive long-term appreciation potential from current prices. We would expect these shares to 

outperform the market over a longer-term horizon and long-term investors can buy at current prices. 
Neutral These shares should perform roughly in-line with the current market. We neither encourage the purchase nor the 

sale of these securities at current prices. 
Reduce/Sell These shares have more downside risk than upside potential at current prices. We expect these shares to 

underperform the market at current prices. 
 
Risk Profile Considerations 
This risk classification has been determined primarily from considering the level and predictability of earnings, the volatility of the 
stock relative to the market, applicable debt ratings, the composition and level of the company's capital structure, the dependence 
on key customers, and other relevant risk considerations. 
 
Description of Possible Disclosure Codes  
A1 The Research Analyst or a member of the Analyst’s household owns common stock of the subject company.  
A2 The Research Analyst or a member of the Analyst’s household owns preferred stock of the subject company.  
A3 The Research Analyst or a member of the Analyst’s household has options on the common stock of the subject company.  
A4 The Research Analyst or a member of the Analyst’s household owns rights for the securities of the subject company.  
A5 The Research Analyst or a member of the Analyst’s household owns warrants for the securities of the subject company.  
A6 The Research Analyst or a member of the Analyst’s household has futures contracts on the securities of the subject 

company.  
A7 The Research Analyst or a member of the Analyst’s household has a short position in the common stock of the subject 

company.  
A8 The Research Analyst or a member of the Analyst’s household owns a debt security issued by the subject company.  
B The Research Analyst or a member of the Analyst’s household serves as an officer, director, or advisory board member of 

the subject company.  
I Davenport or its affiliates received compensation for investment banking services from the subject company in the past 12 

months.  
I2 Davenport or its affiliates expects to receive or intends to seek compensation for investment banking services from the 

subject company in the next 3 months.  
I/F Davenport or its affiliates received fixed income investment banking fees from this company within the past 12 months. 
S/C The subject company was a non-investment banking – securities related services client of Davenport or its affiliates for 

which compensation was received during the past 12-months.  
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N/C The subject company was a non-securities services client of Davenport or its affiliates for which compensation was received 

during the past 12-months.  
O As of the end of the month immediately preceding the date of this report (or the end of the second most recent month if the 

report date is less than 10 calendar days after the end of the most recent month), Davenport or its affiliates beneficially 
owned 1% or more of any class of common equity securities of the subject company calculated in accordance with Section 
13(d) of the Securities Exchange Act of 1934.  

SCC The Research Analyst received non-investment banking related compensation from the subject company in the past 12 
months.  

U Davenport or its affiliates managed or co-managed a public offering of securities for the subject company in the past 12 
months.  

C Any other actual, material conflict of interest of the Research Analyst or Davenport and its affiliates, of which Davenport and 
its affiliates or the Research Analyst knows, or has reason to know, at the time of this report.  

 
This report has been compiled from sources believed to be reliable; however, there is no guarantee of its accuracy or 
completeness. Any opinions expressed here are statements of judgment on this date and are subject to future change without 
notice. Neither this information nor any opinions expressed herein are a solicitation to purchase or sell any securities. This 
information contains forward looking predictions that are subject to certain risks and uncertainties which could cause actual results 
to differ materially from those currently anticipated or projected.  Securities discussed in this report may not be suitable for all 
investors due to different needs, objectives, and financial resources, nor may the securities mentioned in this report be registered 
in every state. The research analyst(s) that prepared this report may receive compensation from a general bonus pool that is 
based on various factors, including Davenport's total revenues, a portion of which are generated by Davenport's investment 
banking activities. 

Additional information is available upon request. 
 

One James Center • Post Office Box 85678 • Richmond, Virginia • 23285-5678 • Telephone (804) 780-2000. 
 
 
 Certification 
As the primary author of this report, I hereby certify that the views and opinions expressed herein accurately reflect my 
personal views and opinions about the principal subject(s) of this report.  Further, I hereby certify that no part of my 
compensation was, is, or will be directly or indirectly related to the specific recommendations or personal views expressed 
here. 

Bennett Notman, CFA, Jonathon Skeels 


