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Intel earnings update 

Summary: 

Intel is building and investing in its position over the next decade and longer. They were losing it and 

that is why they hired the new CEO. This obviously means huge spending and lower margins for a 

while and that has a negative impact on the stock. 

However, they also now project 10 to 12% growth per year ahead and then improving margins from 

2025 onwards. 

They plan to keep growing the dividend but it is likely buybacks are not the focus anymore.  

I have pushed the growth rates a bit higher in my valuation, that sticks to higher cash flows from 

2025 onward, with a great return in an exuberant scenario. That pushes the valuation higher. 

 

On the uncertainty, that is high too as we don’t know whether demand will peak again in 2024 or in 

2027, which will have significant impact on Intel. Also, any delays or errors in production, which have 

been there in the past, could mix things up.  

In short, they are investing to build a big and diversified business in a sector with strong tailwinds. 

The market doesn’t like the short term outlook and weakness, but if it works, it will be great for 

investors. 

But, given the weaker short term outlook, it also means there might be more weakness ahead in the 

stock price – so definitely one to keep on the watch list.  
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Intel stock 

Over the last few years, one gets used to the fact that Intel stock will drop on earnings. But, also, 

after year, you learn that a stock goes down mostly because people think it will go down or because 

it hasn’t matched their short term expectations. 99% of the people that actually make the market 

don’t care about the business and what is going on there – which is exactly where opportunities lie 

for those that prefer investing in businesses to watching stock prices or where will the stock price be 

in a year or two. 

Notes from conference call: 

Pat, CEO: 

 

This is what I call an investing tailwind. 
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Tiger Lake, Alder Lake, Ice Lake, Sapphire – on the market or coming soon. 

 

Chips Act – favorable politics is also a tailwind 
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So, when Intel was with the previous bean counting CEO, the market didn’t like it, now that it has a 

growth focused CEO, the market doesn’t like it either. Ah, the market is crazy, but, here is the core 

of what intel is now and will be: 
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OF course, CAPEX of $30 billion scares the heck out of any analyst, this also means no buybacks, less 

or stable dividends and thus no immediate catalyst for the stock to go up. 

Q&A –  

Margins??? 
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They are going to invest also in 5nm nodes, that is also costly, will lower margins and you don’t know 

when there will be results as delays might impact things etc. So, margins ahead are expected to be 

around 52% to only go up from year 3 onward. But ok, 4 percentage points down in margin is $3 

billion on $78 billion in revenue, thus on a 2021 basis, free cash flows would be not $12 billion but $9 

billion.  

 

Of course, free cash flows will not be there if they spend $30 billion in capex, but the question is: will 

the capex lead to great profits in the future? 

Given that nobody in the sector is spending that kind of money, especially not in the western world, 

Intel might be positioning itself for a strong future ahead. 



Stock Market Research Platform  25 October 2021 

The following is fair”: 

 

Deutsche bank: from where will the growth come in the future? 

Answer: datacenter and other 4 businesses. 

 

 


