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CAPITAL STRUCTURE as of 7/31/11
Total Debt $195 mill.
LT Debt $195 mill.

LT Interest $20 mil
2% o

Leases, Uncapitalized Annual rentals $58 mill.
Pension Assets-10/10 $90 mill. Oblig. $224 mill.
Pfd Stock None

Common Stock 1,317,531,478 shs.
MARKET CAP: $14.2 billion (Large Cap)

Duein 5 Yrs $55 mill.
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BUSINESS: Applied Materials, Inc. primarily produces semiconduc-
tor wafer fabrication equipment. Product areas: chemical and physi-
cal vapor deposition (CVD, PVD)—Ilayers conducting or insulating
films on wafers; epitaxy—forms a pure silicon layer on which cir-
cuits are constructed; etch—inscribes circuits on wafers; ion im-
plantation—alters conductivity of wafer regions; chemical mechani-

cal planarization (CMP). Foreign sales: 87% of total. 2010 Re-
search & development: 12.0% of sales. Has 13,000 employees. Of-
ficers and directors hold less than 1% of stock (2/11 proxy). Chair-
man, President & CEO: Michael R. Splinter. Incorporated: Dela-
ware. Address: 3050 Bowers Avenue, Santa Clara, CA 95052-
8039. Tel.: 408-727-5555. Internet: www.appliedmaterials.com.
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Applied Materials posted solid results
in the fiscal third quarter (ended July
31st, 2011). Revenues increased 11% over
the year-earlier figure, driven by contin-
ued strong demand for solar products in
the Energy & Environmental Solutions
segment. Moreover, thanks to solid execu-
tion and better fixed-cost leverage, the op-
erating margin widened. All told, share
earnings advanced 24%, year over year.
Looking forward, management noted a
weaker short-term outlook due to persist-
ing global economic uncertainties. Indeed,
the book-to-bill ratio has been less favor-
able of late, and several customers have
pushed out orders. In order to reflect these
concerns, we have pared back our fourth-
quarter estimates, and now expect the top
and bottom lines to decline in fiscal 2012.

The company’s acquisition of Varian
Semiconductor appears to be on
track. The transaction, in which Applied
will purchase the company for $63 per
share in cash at a net price of around $4.3
billion, has been approved by sharehold-
ers. Regulatory clearance has been
received from Israel, Germany, and
Taiwan, and is currently being awaited

from the United States and China. The
deal, which will likely be accretive to earn-
ings in the first year after its completion,
is expected to be closed sometime in Octo-
ber. All told, Applied’s market position and
earnings prospects both stand to benefit.
Applied Materials has a strong bal-
ance sheet, with very little debt and
solid cash flow. Investors should note the
company’s high Safety rank (2).
Longer-term prospects are good. Given
the growing role of emerging market con-
sumers, a global appetite for high-
performance mobile products, and associa-
ted infrastructure investments, demand
for semiconductor fabrication equipment
ought to remain robust for the foreseeable
future. This should augur well for both the
top and bottom lines.

These shares are ranked to trail the
broader market over the coming six to
12 months. However, given the company’s
solid earnings potential, the stock’s recent
sharp decline may present an attractive
long-term buying opportunity. Indeed, this
equity has strong capital appreciation
potential over the pull to 2014-2016.
Simon E. Shnayder October 7, 2011

(A) Fiscal year ends last Sunday in October.
(B) Diluted earnings. Excl. nonrecurring items:

'96, d$0.02; '97, d$0.04; '98, d$0.27; '99,
$0.03; '01, d$0.25; '02, d$0.02; '03, d$0.11;
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'04, d$0.07; '10, d$0.30. Incl. $0.07 inventory
writedown in '03. Next earnings report due late | ments in Mar., Jun., Sep., Dec. (F) Includes in-
November. (C) In mill., adj. for splits. (D) F'06

tangibles. In 2010: 1.57 bill

earnings include stock option expense of $0.11

a sh. (E) Qtrly. div'd initiated in June '05; pay-

Company’s Financial Strength A
Stock’s Price Stability 75
., $1.18/share. Price Growth Persistence 10
Earnings Predictability 20
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