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INTERDIGITAL INC. (IDCC-Q) Rating:  Buy
12-Month Target: $118.00 

SAMSUNG DECLINES TO PARTICIPATE IN THE BID PROCESS 
  

MARKET INFO: IDCC-Q

Closing Price $64.69

Quarterly Dividend $0.10

Annualized Yield 0.62%

Target Price $118.00

Potential ROI 82.4%
52 Week Range ($)

Market Cap ($mm) $2,939.77

Cash (mm) $701.11

Debt (mm) $192.60

Enterprise Value (mm) $2,431.26

Shares o/s (mm) 45.4

Avg Volume (previous 3 months) 2,131,400   

FYE: Dec 31 FY2010A FY2011E FY2012E

Revenue (mm) 394.55 396.86 483.56

EBITDA (mm) 263.80 258.88 344.00

EBITDA margin (%) 66.9% 65.2% 71.1%

EPS $3.48 $3.14 $4.26

FD EPS $3.43 $3.11 $4.22

VALUATION FY2010A FY2011E FY2012E

EV/Sales 6.2X 6.1X 5.0X

EV/EBITDA 9.2X 9.4X 7.1X

P/E 18.9X 18.9X 15.3X

Source: Capital IQ,  M Partners

$22.81 / $82.50

 
 

 
 

 
 

…THINKS IDCC IS GETTING TOO EXPENSIVE 

 We are getting reports from the Korean media that Samsung has announced that it 
is not interested in bidding for the InterDigital patents. 

 Samsung has said that patent companies have become too costly after the Apple 
consortium won the Nortel auction. 

 Samsung has also stated that it will be watching IDCC closely, as the outcome could 
have an even bigger impact than Google’s offer to acquire Motorola. 

 We think that the statements attributed to Samsung suggest that: 

o It believes that the InterDigital patents are pretty important and 

o InterDigital could get expensive 

MULTIPLE BIDDERS REMAIN – PROBABLY SIMILAR PARTIES TO NORTEL 

 As we have stated multiple times, parties interested in the Nortel patents are likely 
interested in the InterDigital patents. We believe that there are a large number of 
potential bidders which could bid individually, or more likely, form into competing 
consortiums.  Potential bidders include Apple, Qualcomm, Intel, Google, Nokia, 
Microsoft, RIM, Ericsson, Huawei, HTC, ZTE, RPX, Intellectual Ventures and 
potentially even a network provider such as AT&T.  Among bidders, there is a 
combined cash balance approaching $300B. 

 Samsung did not participate in the Nortel process. 

 Reuters reported a “first round” of bidding begins after Labour Day, suggesting 
more than two interested entities. 

 We value IDCC at $65.50 fundamentally based on its ability to generate cash flow 
from licensing 50% of the market for 3G and 4G/LTE licenses at around  0.8% 
FRAND royalty rate. We do not include potential licensing revenue from ZTE, 
Huawei, Nokia, or Motorola in our estimates.   

BIDS WILL COME IN AT A PREMIUM TO CURRENT SHARE PRICE 

 We do not believe that the Board of Directors at InterDigital would have made a 
decision to sell itself for (what it believes to be) fair market value after almost 35 
years of operations. During the Nortel process (which they were also participants), 
they received an unsolicited inquiry, probably at a significant premium to current 
share price ranges.  

 Based on the competitive bidding dynamics underway, we believe that a strategic 
bidder or consortium of bidders will ultimately be willing to pay a premium to the 
company’s fair value based upon the long-term earnings potential of being able to 
minimize the cost of IP royalties. We calculate that 1% of gross margin is worth 
between $3.0B and $4.0B per annum. InterDigital is already proving that it can 
generate close to 1% mostly on 3G patents, most of which do not expire until the 
early 2020s. Depending upon demand tension created by the process underway, we 
believe that the company could generate shareholder value ranging between $118 
and $167 per fully diluted share.  Considering that the process is defined and should 
happen relatively quickly, any time the share price is below the current fundamental 
value of the stock, we believe is a low risk buy opportunity. 

 Stock will remain highly volatile because it is no longer being assessed on a 
fundamental basis. 

We reiterate our BUY recommendation and $118 target price. 
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MOTOROLA COMPARISON IN THE SAMSUNG STATEMENT: BE WARY OF EXHUBERANCE 

 The market may misinterpret the “have an even bigger impact than Google’s offer to acquire Motorola” as hint at comparable price value 
for the IDCC patents, which would infer a $275.00 share price or $12.5B. Even in a competitive bid situation, we think this is highly 
unrealistic. In fact, we think Google paid fair market value for the expected future cash flow potential of the operating business – so in 
our opinion there is no comparison. 
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As a full-service investment bank, M Partners’ first priority lies in the financial satisfaction of its clients. In keeping with the firm’s self-imposed high standards, M Partners’ approach to investment is anything 
but standardized. Aiming to create new opportunities and ideas for clients rather than steering them towards typical investment outlets, M Partners has adopted a keen strategy of focused and relevant 
research. Such knowledge-driven efforts, coupled with the ample skills of the firm’s management, produces successful services ranging from account management to advisory engagements.  
 
M Partners received Investment Industry Regulatory Organization of Canada (IIROC) approval on April 14th 2005 and trades under broker number 97. The team currently has 23 members of varying degrees 
of financial experience, including principals Thomas Kofman and Steve Isenberg, who have a combined 35 years of financial experience and are well known in the field. This backbone of strong leadership will 
help chart the firm’s course into the future. In the coming months and years, M Partners will be focusing on a number of verticals, including environmental and infrastructure, real estate, mining, 
merchandising and consumer products, and other special situations.  
 
M Partners has strong financial backers who have extensive capital markets experience. The firm is a member of IIROC, a participating member of the Toronto Stock Exchange, The TSX Venture Exchange 
and the Canadian Investor Protection Fund (CIPF).  
 
M Partners does not make a market in an equity or equity related security of the subject issuer. 
 
Disclosure  
The particulars contained herein were obtained from sources which we believe to be reliable but are not guaranteed by us and may be incomplete. The opinions expressed are based upon our analysis and 
interpretation of these particulars and are not to be construed as a solicitation or offer to buy or sell the securities mentioned herein.  
In accordance with Policy 3400 of IIROC, M Partners hereby confirms as of the date of this report:  

InterDigital Inc.

Does M Partners or its affiliates collectively beneficially own 1% or more of any class 
of equity securities of the company which is the subject of the research report. No

Does the analyst or any associate of the analyst responsible for the report or public 
comment hold shares in the company. No

Has M Partners or a director or officer of M Partners or any analyst provided services 
to the company for remuneration other than normal investment advisory or trade 
execution services within the preceeding 12 months, (may seek compensation for 
investment No

Is any director, officer, employee or research analyst an officer, director or employee 
of the company, or serves in an advisory capacity to the company. No

Has the analyst has viewed the material operations of the company. We define 
material operations as an issuer's corporate head office and its main production facility 
or a satellite facility that is representitive of the company's operations. No

Did M Partners provide investment banking services for the company during the 12 
months preceding the publication of the research report? No

Has the analyst preparing the report received compensation based upon M Partners 
investment banking reveneus for this issuer? No  

Dissemination 
All final research reports are disseminated to institutional clients of M Partners simultaneously in electronic form.  Hard copies will be disseminated to any client that has requested to be on the distribution list 
of M Partners.  Reproduction of this report in whole or in part without permission is prohibited. 

Research Analysts  
The Research Analyst(s) who prepare this report certify that their respective report accurately reflects his/her personal opinion and that no part of his/her compensation was, is, or will be directly or indirectly 
related to the specific recommendations or views as to the securities or companies. M Partners compensates its research analysts from a variety of sources and research analysts may or may not receive 
compensation based upon M Partners investment banking revenue.  
 
Rating System  
Buy: price expected to rise  
Sell: price is inflated and expected to decrease  
Hold: properly priced  
Speculative Buy: price expected to rise; material risk to the investment exists 
Under review: not currently rated 
 
 Summary of Recommendations 

As of June 30, 2011

Buy 40 95%

Sell 1 2%

Hold 1 2%

Total 42 100%




