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Abstract: This study provides a comprehensive financial and operational comparison of Nvidia and Intel, two leading semiconductor
companies. It examines key performance indicators (KPIs) such as revenue growth, profit margins, cash flow, and asset turnover ratios
to assess their financial stability and future prospects. Nvidia demonstrates strong profitability and rapid revenue growth, particularly in
the data center sector, while Intel leverages its large - scale manufacturing and strategic investments to maintain a competitive edge.
The analysis highlights critical trends, forecasting metrics, and strategic recommendations for both companies, offering insights into
their investment potential. The findings suggest that while Intel leads in revenue, Nvidia's innovation and expansion into artificial

intelligence position it for future market dominance.
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1. Introduction

This study provides a comprehensive financial and
operational comparison of Nvidia and Intel, two leading
semiconductor companies. It examines key performance
indicators (KPIs) such as revenue growth, profit margins,
cash flow, and asset turnover ratios to assess their financial
stability and prospects. Nvidia demonstrates strong
profitability and rapid revenue growth, particularly in the
data center sector, while Intel leverages its large - scale
manufacturing and strategic investments to maintain a
competitive edge. The analysis highlights critical trends,
forecasting metrics, and strategic recommendations for both
companies, offering insights into their investment potential.
The findings suggest that while Intel leads in revenue,
Nvidia's innovation and expansion into artificial intelligence
position it for future market dominance

2. Analysis and Recommendations

1) Which metrics/trends are most critical for
forecasting future performance and for budgeting?
To answer this, you must include an analysis of both
past trend performance AND the applicability and
reliability of key forecast indicators. In your
response, consider:

The most important critical factors for future performance
and budgeting are as below (Exhibit 1). KPIs for budgeting
and forecasting are especially useful to monitor and regulate
a company's financial health and operational efficiency,
When healthy KPIs are maintained, organizations can
ensure they are meeting all obligatory liabilities while
perpetuating average sales and revenues.

Exhibit 1: KPI for Budgeting and Forecasting.

Operating
Cash flow Net Profit|Gross Profit Working |Inventory
Year (BIL) Current Ratio |Quick Ratio |Burn Rate |Margin |Margin Capital |Turnover
Intel TT™ 13 NA NA NA 0.49 A8.85 NA 3.51
2021 22 2.1 1.38 2.875 0.44 55.45 -150 3.67
2020 24 1.91 1.24 2.79 0.44 56.01 -135 3.99
2019 22 1.4 0.93 0.343333 |0.41 NA -121 MNA
Nvidia TTM 9 NA NA NA 0.6 61.99 NA MA
2021 10 4.09 3.56 1.965 0.63 62.34 14 4.48
2020 4 7.67 7.04 0.89 0.62 60.45 8 3.25

a) Which company has the stronger income statement?
Explain.
INTc’s trailing 12 - month revenue is 4 times what NVDA
generates. However, NVDA is more profitable, with gross
profit and net margins of 61.99% (2020) and 62.34% (2021)
(Morningstar. com 1) respectively, compared to INTC’s
56.01% (2020) and 55.45% (2021) (Morningstar. com 2).
Like AMD, Nvidia has gained tremendously over the past
year, and Both companies make Intel’s 1% improvement
during the period look rather paltry by Comparison, Despite

this, it is Intel that’s far ahead in overall revenue. Intel
announced A new co - investment program with Brookfield
Asset Management to help fund Intel’s manufacturing
expansion in Arion and thus accelerate the firm’s IDM 2.0
strategy. Intel will fund 51% and Brookfield will fund 40%
of the $30 billion investment (Davuluri 5).
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b) Which company has the stronger cash flows?
Explain.

Intel has a consistent Total Cash flow from financing
activities of $ - 5.86 hillion (2021) & $ - 4.57 billion (TTM)
compared to an increase of $ - 12.92 billion (2020)
(Morningstar. com 2). Nvidia has $1.87 billion (2020) &
$3.80 billion (2021) and $ - 8.37 (TTM) with a consistent
increase of $2 billion and a projected decrease in TTM by
$4 billion (Morningstar. com 1).

The other factors of Operating and Investing show the
operating decrease in the 3 - year trend and investment
going from high to low for Intel (Exhibit 3), while Nvidia
shows the operating increase in the 3 - year trend and
investment going from high to low (Exhibit 4).

Intel has three big advantages over AMD & Nvidia
including Western Fabs, Scale, and Free Cash Flow
Options. Intel’s stock is worth $93.21, which is undervalued
by 45%. The risks are limited and the plan is for double -
digit returns, Intel’s stock is a good investment for DGI
Investors (Ahan, 3). Most importantly Intel has 16.33 B
which is the highest cash flow compared to Nvidia and
AMD (Exhibit 2).

c¢) Which company has the
performance? Explain.

Considering all scenarios, a higher Fixed Asset Turnover is
better for the Organization. Here in this case it's Nvidia. A
low score in the FAT ratio will be a concern, since the firms
with lots of fixed assets investments (such as Manufacturing
companies). It does not seem to affect the firm as they might
have just made heavy long - term investments to modernize
their processes, but a low FAT score might propose
investigations. If a firm’s FAT is trending lower over time,
they are probably over - investing in fixed assets. A sign of
poor management (Site. financialmodelingprep. com 5).

stronger operating

Asset Turnover Ratio gives a clear picture of the revenue
created compared to the value of total assets. So rather than
looking solely at PPE, with this ratio, all assets are taken
into account. These include cash, short - term investments,
inventory, receivables, and long - term investments. This
enables analysts to get a more holistic view of how all assets
at the company’s disposal are being managed. Higher is
better, in a similar vein to FAT. The ATR for Nvidia is
higher since, in a high - sales and low - asset industry such
as retail, we would expect to see a higher Asset Turnover
(Site. financialmodelingprep. com 5).

Intel has the following.

Fixed Ratio Turnover = Revenue Net / PPE where Net PPE
= (PP year (T) + PPE Year (T-1))/2

=79/63.25 (2021) + 56.58 (2021 - 1) / 2 = 0.00065

Asset Turnover = Revenue / Total Average Assets

79 /(168 (2021) + 153 (2021 - 1) /2) = 0.00046

Nvidia has the following

FRT =17/(1.0(2021) + 1.4 (2021 - 1) / 2 = 0.00070

Asset Turnover = 17 / (13.29 (2021) + 11.24 (2021 -1)/2 =
0.0011

2) Why are the metrics/trends in the data sets above so
critical? How reliable are they as predictors of

future performance?

These data and analytics (D&A) trends will allow you to
anticipate change and manage uncertainty. Investing in
those trends, which are depicted deep down by analysis will
be the most relevant to any organization that can help you
meet the CEQ’s priority of high returns and accelerated
growth. Proactively monitor, experiment with, or then
decide to aggressively invest in key trends based on their
urgency and alignment with your strategic business
priorities. According to Laurence Goasduff (2022), Gartner
estimates that by 2023, in most large Organizations 33%
will have analysts practicing decision intelligence, and help
in predictive decision modeling. Considering the story of the
bus company having issues with maintenance as it was
taking a lot of money, they blamed the cowboy drivers for
breaking and driving very fast. The analytics of data
revealed the wear and tear of the bus was due to geography
and if they aligned this with regular maintenance activities
then they would have more profits (Herschel Gareth 6).

Nvidia’s revenue is up by 53% compared to $17 M (2021)
vs $11 M (2020), while Intel's revenue is 100% compared to
$79 M (2021) vs 78 M (2020). The net asset for Nvidia is
$17 B (2020), $29 B (2021) & $44 B (2022) which is
increasing and shows a positive indication of good
investments in machinery and expansion of the business,
while Intel shows $136 B (2019), $153 B (2020) & $168 B
(2021) with a profound increase year and year and surpasses
Nvidia. Finally comes the liability of Intel $25 B (2019),
$34 B (2020) & $ 33 B (2021) with an increase while
Nvidia is $2 B (2020), $6 B (2021) & $12 B (2022) shows
less and controlled version with liabilities.

3) Based on the data you have analyzed, which metrics
would you focus on to improve the performance of
the weaker company against the stronger one? Why

The 5 key performance indicators will be

# Revenue Growth

# Revenue per client

# Pofit Margin

# Cient Retention Rate

# Customer Satisfaction

Revenue Growth and Profit margin will drive the business,
while specifically Revenue per client and Client retention
rate with customer satisfaction improvise the Revenue and
form a dynamic variable to adjust every month and needs an
alignment towards the Senior leadership team which
becomes catalysts to drive strategic business units
accordingly. In this case, Intel is ruling and Nvidia needs to
consider the factor and work towards all the above stated.

a) How would you do this? What specific financial
tools would you apply? Why?

Make sure we have all the previous historical data of the

customer, potential ones yet to be customers, and order fill

rate vs billed rate. With all this in hand, we can use the

# Common Size Statements (why the decrease or increase)
— The organization will prepare main financial statements
like common - size balance sheets, common - size income
statements, and common - size cash flow statements. These
will be the prerequisites for all internal or external analyses
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with the peer group in % form or can be used as brain
storming sessions for the data. For example, the balance
sheet can consider the base of total assets. The income
statement may contemplate the base level of net sales, and
the cash flow statement can depend on the base level of total
cash flow.

# Comparative Financial Statement (current year — base
year/base year) It will be useful in horizontal or trend
analysis. It helps analyze the periodic change in various
components of financial statements and displays which
element has the maximum effect.

# Ratio Analysis — It is the bible and is used as a financial
analysis tool by analysts, experts, internal financial planners,
the analysis department, and any other stakeholders. It has
various kinds of ratios, which can help in commenting on

# Profitabiltiy Ratio Formula

# Rate of Return Analysis

# Solvency Ratios

# Liquidity

# Coverage of interest or any cost

# Comparing any component with turnover

Moreover, an entity based on their requirement can prepare
the ratios for their analysis and manage the operations,
however below are the odd side of ratio analysis:

# Highly relying on past information

# Ignorance of inflation impact

# Chances of manipulation/window alterations of financial
data may enhance ratio fairness

# Ignorance of seasonal changes is based on the nature of
the business as they cannot be directly adjusted in financials.

b) What would “realistic” improvement look like?
Increasing the Revenue, Operating income, and Net income
based on the quantitative analysis will have a dependency
factor on the Operating performances, which needs fine -
tuning for Nvidia, though Intel hits the top from the Income
Statement.

¢) How would you measure success?

Hitting the income statement and key strategies of the
Revenue per client, Client retention rate and customer
satisfaction will bring in volumes in the business. The most
common metrics used are

# Break Even point

# Net Income Ratio

# Monthly Recurring Revenue

# Leads, conversion, and bounce rate
# ROI and ROAS

# Customers

# Employee satisfaction.

d) If you were allowed to join either of these two
companies as the new CFO, which one would you
pick and why? In considering your answer to this
question, the majority of your compensation plan
will be tied to the improvements you can help to
drive. Therefore, you should not base your decision
on which company is currently performing better,
but on which company’s performance - and
valuation — has the greatest growth potential.

I would pick Nvidia since it is capable of outperforming all
five FAAMG stocks and will surpass even Apple’s
valuation in the next five years (Exhibit 5). As artificial
intelligence outgrows, it can outnumber a top revenue player
segment for the data center of Nvidia (Beth 8). The stock is
up by 335%, a notable amount for a mega - cap stock, and
nearly 2 - 3X more returns than any other company in the
same period. This is an important factor as we can invest, re
- invest, and make sure the stakeholder with shareholders'
money is increased in terms of Revenue and the company
can excel in many ways.

3. Conclusion

Both Nvidia and Intel hold significant positions in the
semiconductor industry, each with unique strengths and
challenges. Intel maintains an edge in revenue and
manufacturing capabilities, making it a strong contender in
large - scale production. Nvidia, on the other hand, exhibits
superior profitability, rapid innovation, and a strategic focus
on artificial intelligence and data centers, making it an
attractive long - term investment. While Intel's expansion
plans and financial stability offer reliability, Nvidia’s
aggressive growth strategy and market adaptability present
substantial future opportunities. Investors must carefully
evaluate these factors to align their decisions with market
trends and financial performance indicators.
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Exhibit 2

# Inted Corp Free Cash Flow
MVIDIA Corp Free Cash Flow
® Advanced Micro Devices Inc Free Cash Flow
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Exhibit 3: Cash Flow Summary (INTC)

W Operating M Investing I Financing 2019 2020 2021 ™ 3¥r Trend
col Operating (Bil] 315 3538 29.99 nao — L
- Investing (Bil} -14.41 -2080 2517 818 T b—m
0 Financing (Bil) 1757 1292 586 451 _ o —T
-40 Capital Expenditure (Bil) — — — —
2013 020 2021 Free Cash Flow (Bil) = - = -

Fiscal year ends in Dec 31 | USD in Bil except per share data

Exhibit 4: Cash Flow Summary (NVDA)

M Operating Ml Investing [ Financing 2020 2021 2022 ™ 3¥r Trend
= Operating (Bil 476 582 911 155 T
N | .. Investing (Bil) B.15 -19.68 9.3 180 T L ——
0 -I Financing (Bil) -079 380 187 437 _ [ Y

-20 Capital Expenditure (Bil) — — — —

2020 2021 w22 Free Cash Flow (Bl - - - -

Fiscal year ends in Jan 31 | USD in Bil except per share data
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Exhibit 5: Stock Evaluations of FAAMG companies.

® NVIDIA Corp Frice % Change
Facebook inc Price % Change

* Aphabet Inc Price % Change
Amazon.com lac Price % Change

® Aopie Inc Price % Change

* Micsosoft Corp Price % Change
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Workbook Detailed Analysis:

Morningstar Analyst Report Data

Intel

Income Statement

Revenue (Bil) 11 17 30 78 79 73.39
Operating Income (Bil) 3 5 9.36 24 22 12.8
Net Income (Bil) 2.8 4.33 7.74 21 19.87 19.11
Operating Performance Current Current
Gross Margin % 61.99 62.34 60.45 56.01 55.45 48.85
Operating Margin % 26.07 27.18 31.48 30.66 27.94 17.45
Net Margin % 25.61 25.98 26.03 26.84 25.14 26.03
Days Sales Outstanding 51.5 44.72 54.64 33.85 37.5 33.63
Days Inventory 112.31 81.53 93.15 91.48 99.54 104.08
Days Payables 54.88 57.69 60.44 51.73 58.72 68.73
Receivables Turnover 7.09 8.16 6.68 10.78 9.73 10.85
Inventory Turnover 3.25 4.48 4.26 3.99 3.67 3.51
Fixed Asset Turnover 5.91 6.48 8.2 1.39 1.32 1.13
Total Asset Turnover 0.71 0.72 0.72 0.54 0.49 0.45
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