
NVIDIA:

Long Idea



Macro view

• Leading indicators: Leading indicators are strong, particularly so in the US even though building 
permits saw a drawback. Mixed comments with problems in the supply chain, labor shortage and 
inflation with higher commodity prices seem to be common themes across many industries as 
demand increases. 
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Idea background

• As we know, markets have been worrying about growth and that has led to an overperformance of “big tech” over 
small and mid caps,  I want reflect that dynamic in my portfolio while also providing diversification in market caps.



Industry Top-Down

• It’s trading at a high premium to the semiconductor (high market cap) sector, with 
very high earnings  and revenue growth. (I put the other companies this time) 



Industry Top-Down

• The earnings  and sales sequential growth depicts very attractive trend in their 
forward-looking numbers.



Company Overview



Company Overview

DESCRIPTION: 
NVIDIA Corporation operates as a visual computing company worldwide. The company’s products are 
used in gaming, professional visualization, datacenter, and automotive markets. NVIDIA Corporation sells 
its products to original equipment manufacturers, original device manufacturers, system builders, add-in 
board manufacturers, retailers/distributors, Internet and cloud service providers, automotive 
manufacturers and tier-1 automotive suppliers, mapping companies, start-ups, and other ecosystem 
participants. NVIDIA Corporation was founded in 1993 and is headquartered in Santa Clara, California.



Company Overview

• Very low short interest an no anomalies in institutional holdings



Quantitative analysis-  Top-line

• Their sales are expected to increase 54% this year and 12% the next.



Quantitative analysis – Bottom-line



Quantitative analysis – Margins and focus on operational leverage

• Their margins have expanded consistently , especially since they started moving into the data 
center business

Income growth is 
4x revenue growth



Quantitative analysis – Margins and focus on operational leverage



Quantitative analysis – Last Quarter and Estimates

LAST QUARTER

•  Record revenue of $6.51 billion, up 68% from a year earlier

•  Record Gaming revenue of $3.06 billion, up 85%from a year earlier

• Record Data Center revenue of $2.37 billion, up 35% from a year earlier

•  There was also a Stock Split recently.

•  This company NEVER misses estimates and always provides 
guidance, that’s where the risk-reward is.



Qualitative analysis – Revenue

• Beginning first-quarter fiscal 2021, NVIDIA started reporting revenues under two segments — Graphics and Compute & 

Networking. 

• Graphics include GeForce GPUs for gaming and PCs, the GeForce NOW game streaming service and related infrastructure, and 

solutions for gaming platforms; Quadro GPUs for enterprise design; GRID software for cloud-based visual and virtual computing; and 

automotive platforms for infotainment systems. Graphics accounted for 60% of the fiscal second-quarter revenues. The segment’s 

top-line figure surged 87% year over year and 13%, sequentially, to $3.91 billion.

• Compute & Networking represented 40% of the fiscal second-quarter revenues. The segment comprises Data-Center platforms 

and systems for AI, HPC, and accelerated computing; DRIVE for autonomous vehicles; and Jetson for robotics and other embedded 

platforms. Compute & Networking revenues climbed 46% year over year and 18%, sequentially, to $2.60 billion.

Data center becoming a bigger part of the 
business



Qualitative analysis – Revenue – Data Center expansion

• As you can see, the Data Center contribution to earnings has grown substantially and is becoming an 
important part of the business, while helping expand profit margins. Market loves this so it provides 
opportunity. 



Qualitative analysis – Gaming 

This has been the main line of business for the company for many years and they remain a market 
leader. They are very well-diversified with a variety of high-quality products:

• GpU’s ( main business)
• Gaming Laptops (rapidly growing)
• Gaming PC monitors
• A cloud gaming service, subscription based
• Virtual Reality hardware.

They also have a presence in the E-sports and gaming livestreaming atmosphere. 

Very good growth trends in this line of business, and with the new generation of consoles (PS5 and 
Xbox in 2020 ) arriving last year, we usually see a new generation of games, which will require 
better hardware to be played at the highest quality.



Qualitative analysis – Gaming 



Qualitative analysis – Data Center

• Nvidia’s acquisition of Mellanox closed this year, which bumped the company’s data 
center revenue up, but it would have been a record quarter no matter what. Mellanox is 
a technology company provides solutions to increase datacenter efficiency by providing 
higher throughput and lower latency, delivering data faster to applications.



Qualitative analysis – Data Center



Qualitative analysis – Growth prospects: Cloud

• As cloud-focused industries keep growing, they will need data center efficiency in order to sustain this growth, which 
bodes well for GPU and data processing hardware in the future. NVIDIA is very well positioned within this sector to take 
advantage of that



Catalysts

• Earnings Call Nov 17th ( estimated )

CATALYSTS EXCLUDING EARNINGS:

• Crypto trend: Since their GPUs are sold to graphics card manufacturers and then onto distribution, they do not have the ability to 
accurately track or quantify their end use, but their estimates suggest that crypto mining contributed $100 million to $300 million to Q4 
revenue, a relatively small portion of their Gaming revenue in Q4. So, what they did is lower their GPU’s capability to mine crypto. But, to 
address industrial Ethereum mining demand, last week, they have announced a new line of NVIDIA CMPs or crypto mining processors. 
Shipments started in March, so next earnings will be the second time we see results in this regard.

• New games generation: As previously stated, the new generation of consoles will increase the hardware standards for new games, 
opening the necessity for gamers to get new hardware to play at the highest quality as new titles come out.

• Chip Shortage management: The market is probably wary of companies that are so dependent on chip supply (especially fabless), but 
management has stated that, even though they will be supply constrained, it will not be a problem for sustaining growth. They are also 
partially in the supply side of the chip shortage, which is bullish:

” We usually have enough supply to achieve better than the outlook. And we had that situation in Q4. We expect that 
situation in Q1. And we have enough supply to grow through the year.” 
“we have enough supply to do better than the outlook. And we have enough supply to grow each quarter throughout the year.”
They have also stated that they do not even have a shortage problem in the data center business line.

“at the company level, we're supply-constrained. Our demand is greater than our supply. And however, for Data Center, so 
long as the customers work closely with us and we do a good job planning between our companies, there should be a supply -- 
there should not be a supply issue for Data Centers. We just have to do a good job planning.”



Catalysts

• ARM ACQUISITION

This is very important for the company ( and the sector in general ) but faced UK government 
intervention. It seems it probably won’t go trough because there’s too many conflicts of interest 
involved. This makes it so that if the deal happens it is actually a surprise that the market has not 
priced in. 
The whole story around the acquisition and what it means to the company is very interesting, it is 
essentially facing opposition because it is perceived as giving NVIDIA too much power in this 
industry.

https://www.gov.uk/government/publications/proposed-acquisition-of-arm-limited-by-nvidia-
corporation-public-interest-intervention

This is our strongest catalyst if it goes trough or is said it will go trough before the end of the year

https://www.gov.uk/government/publications/proposed-acquisition-of-arm-limited-by-nvidia-corporation-public-interest-intervention
https://www.gov.uk/government/publications/proposed-acquisition-of-arm-limited-by-nvidia-corporation-public-interest-intervention


Catalysts

• Many events too, very active company in communicating to the market



Trade Structure

• As there are many catalysts very soon, we have two options. We can do a vertical or we can do a 
Calendar Spread but further OTM so that we can profit if the move is short-term. Price target is 310

Vertical has lower breakeven, 
calendar provides more 
flexibility and better risk-
reward ratio, we will stick 
with the calendar.

3x ;  7x  and 5x risk/reward ratios 
respectively
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