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Company Description

OmniVision Technologies, Inc. was founded in 1995 and is headquartered in Santa Clara, California. The company
manufactures and markets semiconductor image-sensor devices. Its principal products include CameraChip image sensors,
which capture an image electronically and are used in various consumer and commercial applications; and CameraCubeChip
imaging devices that are image sensors with integrated wafer-level optics. In addition, it designs and develops software drivers
for Linux, Mac OSX, and Microsoft Windows, as well as for embedded operating systems, such as Android, Blackberry OS,
Symbian, Windows CE, Windows Embedded, and Windows Mobile. The company sells its products to equipment
manufacturers and indirectly through distributors.

Thesis
OmniVision Technologies is one the leaders in providing the industry with CMOS sensors that are used in cameras. It has
historically innovating a lot to set new industry standards and become the reference in this market. Especially, this industry is
currently diversifying a lot because is constantly produces new products. The company is well positioned to take advantage of
a market that is expected to grow at a 10% CAGR over the next 5 years. Estimates improved earnings estimates recently,
which means that they are confident about the company’s growth. Finally OmniVision has strong financials, almost no-debt
and plenty of cash on hand. The prroforma shows that the company’s stock price has a potential return of more than 100%.

CMOS market growth opportunities

As of 2014, OmniVision is one the market leaders in the CMOS market, just behind two much bigger companies: Sony and
Samsung. The company is the smallest company to be in the top 4 of this ranking, which means that it offers something
different from big players, otherwise it would have been far behind. Additionally, the fifth player in the industry, Aptina, had a
16% market share in 2009. This market share has been reduced to only 6% today. It means that other companies are losing
ground to the detriment of OmniVision, Sony and Samsung. OmniVision also lost a little bit of market share over the past 2
years, but it is holding much better thanks to a focus on innovation. A CMOS imaging chip is a type of active pixel sensor
made using the CMOS semiconductor process. Today, most of the digital cameras on the market use this technology. The aim
of a CMOS chip is to capture light and converting it into electrical signals. The company has the advantage to be the first on
the market to commercialize CMOS image sensors. It has a higher technological knowledge than its main competitors. That
will be a key success for the company in the near future because the CMOS market is expected to tremulously increase soon. 1
Currently valued at about $10 billion, the CMOS market is expected to reach $16 billion by 2020. This is mainly due to an
increasing demand and additional market opportunities.
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The chart above displays the market segmentation of the market. The market is expected to grow at a 10% CAGR over the
next 5 years. Historically OmniVision has been focusing on mobile phones. Nevertheless. It has been able to take advantage of
new market opportunities. Their products now have a wider range of application. The main segment is the CMOS market is
mobile phone. OmniVision supplies several high-performance phone manufacturers with its products. However, automotive
segment is the big story this year. Car manufacturers like Tesla, Nissan, and Ford are now installing CMOS image sensors in
many of their cars. Total revenue for this segment should reach $800 million in 2020. Car manufacturers use CMOS sensors as
an advanced driver assistance system (ADAS). This system uses about five to six cameras per vehicle in order to enhance road
safety. This has been one the main innovation in the automotive market during the past couple of years. We can expect that
this feature will be adopted by many other companies in the future. Additionally, some company such as Google have been
tremendously investing in autonomous car, which means car that are capable of running without driver. These cars require
many cameras in order to properly operate. By supplying CMOS sensors to this market, OmniVision could see a huge rise in
profits. The company also tries to focus on a new application for the LCOS market. LCOS is a miniature liquid crystal display.
LCOS devices are used in near-eye applications such as electronic viewfinders for digital cameras. The main device in this
industry is the Google Glasses, which found an enormous success at launch. OmniVision is one of the leader in the industry in
terms of miniaturizing its products. Therefore, its CMOS sensor could be very attractive if companies develop similar projects
than Google Glasses. The company also products produces products for the following markets: entertainment, notebooks and
security. Each of these segments also have a potential for further increase. Indeed, IP security cameras have a bright future
because it enables people to control security camera over the internet. Additionally, the entertainment segment, which includes
tablets, as well as laptops, will always need CMOS sensors for their front cameras.

The graph above show the market segmentation of the company. In 2011, OmniVision rely almost at 75% of the sale of
CMOS sensor for the mobile phone industry. We can see that it has been able to diversify its production to meet new industry
trends. Nowadays, it relies on slightly more than 50% on mobile phones. The company has taken advantage of the
development of new products, as it was explained previously on this report.

Commitment to innovation
OmniVision has been recognized in the industry by its huge investments to develop new products and innovate. The timeline
above displays the history of the company since in IPO, back in 2000. We can see that each year it has been able to develop a
product that revolutionized the market. Some of the most famous examples are:




2004: first 2MP cameras for mobile phones
2007: Frist automotive sensors launched
2013: PureCell sensor launched

At the end of 2013, OmniVision launched PureCell. PureCell is a CMOS sensor image that delivers the best pixel performance
in the industry. This component is able to capture detailed images and produce high quality videos even in environment with
very low or very high brightness. It also drastically reduces power consumption compared to previous products. This product
is the future of imaging solutions. This product is the new flagship of the company. It has the advantage of increasing full-well

capacity. Full well capacity (FWC) defines “the amount of charge an individual pixel can hold before saturating.”2 Every
company in the industry strives to increase FWC, but OmniVision is the one that currently holds the top of this ranking. This
can only benefit OmniVision, as the higher end of the space has less competitors and higher prices.

On April 7, 2015, OmniVision announced a partnership with VIA Technologies in order to provide the market with wireless
high-definition monitoring solutions. This means that the company is always in track to invent cutting edge products and be a
leader in innovation.

Strong financials

The table above show the revenues of OmniVision from 2002 to 2014. We can see that the company performed very well in
the past decade. Its revenues increased almost every year since then. The company managed well to take advantage of new
market trends and opportunities.
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Additionally, the company is almost debt-free. It has only a 2% debt to market capitalization ratio. The company does not
need to borrow money to invest. This is due to a tremendous amount of cash OmniVision has on hand. It has currently about
$450 million of cash on its balance sheet, which represents about one third of its total market capitalization, which is very high.
This makes the company fully able to meet any financial requirement in the future and enables it to pursue its acquisition
strategy. Finally the company has been improving a lot its margins. The gross margin jumped from about 17% to 21% over
the past two years because OmniVision has been able to reduce costs and make economies of scale. Additionally, the company
currently trades at a 14.97 P/E ratio. The market currently trades at a 20.55, which is way above the P/E of OmniVision. It
means that the company is currently cheap and attractive to investors. OmniVision has seen solid earnings estimate revision
over the past month, which means that analysts are becoming more bullish on both short and long term growth.

Buyout decision
Last year, a Chinese investment group, headed by Hua Capital Management, announced that it proposed $29 per share to buy
OmniVision. OmniVision said nothing about this buyout over the past eight months except that it acknowledge receipt of the
offer. Therefore, rumors spread last week that the Chinese investment group will increase this offer to $30 per share.
Considering the current price of OmniVision at $26.47, this constitutes a more than 13% increase if they agree on a deal. Also,
rumors about the buyout will make the price of the company go higher in the near future because of speculations. In overall,
OmniVision is considered as a strong buyout opportunity given its huge cash on hand and very low debt. An acquisition is
always beneficial for the target. Since one company usually pays a premium to another to acquire it, the stock price of the
target
will
usually
if
not
always
move
up.

