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As we noted last week, Micron’s quarterly earnings announcement could be summed up as “worse-than-
expected revenue declines due to weak demand in the memory market (“weak” but not “catastrophic”.)  
This downcycle likely to continue for at least another quarter, before showing signs of picking up again 
later in 2019.”  Micron’s 2 major products both saw sales declines:  DRAM down 30% and NAND down 
18% from last quarter.  Pricing was down over 20% for both products, while shipping quantities also 
declined for DRAM, but increased for NAND.  In all of Micron’s end markets (mobile, data center, graphics, 
automotive, and industrial), the company saw lower than expected demand, with customers working 
through their own high inventory levels before placing new orders at Micron.   
 
Despite being in the middle of the downcycle storm, Micron still had some impressive operational results 
and maintains its outlook that in the second half of 2019, customer demand will start to rise again.   
 
Here are some of Micron’s operating successes throughout this quarter’s downcycle: 
 

• High-value NAND solutions are now 2/3rds of NAND revenues (up from 55% in 2018).  Improving 
the mix of NAND products by selling more of the expensive products and maintaining low costs 
will give a dramatic boost to sales and earnings when the cycle turns up again.  
  

• Operating profit margin of 36%.  This shows how much the company’s actions over the past few 
years have improved its business model, as its operating margins in the middle of the last 2 
downcycles were below zero.   

 

• Introduced the world’s first 1TB microSD card.  This is the largest, fastest, and most cost-effective 
option in the market for added storage to your phone or tablet.   

 
A lot of analysts are questioning Micron’s upbeat outlook for the later part of 2019.  If conditions this past 
quarter were worse-than-expected and another down quarter is in the forecast, how can the company 
expect a turn around by the end of 2019?  Here is the essence of management’s reply: 
 

• The data center market is expecting to introduce the next generation of server processors in a 
few months, which will have higher densities of memory.  Data center customers have already 
been seen working through their own inventory levels quickly, so management expects demand 
to increase soon due to these two factors.  (Business data centers’ need for more memory is a 
direct consequence of the technology industry’s focus on waves of the future like the “internet of 
things” and artificial intelligence.) 
 

• In the graphics market, customers have also been quickly working through inventory.  Micron 
expects customers to have worked through their inventories of the last generation DRAM by mid-
2019.  This past quarter, Micron saw an increase in sales of the newest generation DRAM in this 
market and will expect that trend to continue.  

  

• In mobile, several companies have indicated that smartphone sales are picking up again.  Just 
today, the news came out that “several suppliers in Asia” have started to order more iPhones 



again.  No one would have predicted that Asian buyers would begin to increase purchases of Apple 
phones even a couple months ago.   

 
Everything discussed so far lies in the “short term company outlook” category.  It is important to 
understand the current state of affairs for the company, but not as important as the big picture.  Looking 
5 years into the future, it is not possible to deny major growth in memory demand.  New phones have 12 
GB of DRAM and 512 GB of NAND (versus 6 GB DRAM and 128 GB NAND in current-generation 
smartphones).  The adoption of much faster 5G cellular communication networks, which will take many 
years, will be highly memory intensive, with usage in factories, data centers, phones, infrastructure, cars, 
the “smart home”, etc.  The following 2 charts show the 10 year-trend of DRAM usage for smartphones 
and data centers:  a 20% average annual increase in phones and a forecasted 27% growth in 2019 in data 
servers.   
 

 
 



 
 
Micron remains focused on capturing this future growth.  Despite lowering its capital expenditures for the 
year due to revenue weakness, it made it clear that it was not lowering its spending on new clean room 
space or new technology transitions.  In fact, not just Micron but every memory company remains focused 
on spending for technology growth, despite current market conditions, because they believe one thing:  
this past quarter’s headaches and poor results are temporary; and the potential for explosive future 
growth remains as high as ever.   
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