
Inside Micron:  major goals, and last quarter’s progress. 
 

In September, we reported that Micron was forecasting a decline in DRAM and NAND memory pricing and 
demand, and this week’s 1st fiscal quarter results announcement proved this forecast right.   Over the past 
few months, Micron saw overall slower demand from its customers due to industry-wide CPU shortages, 
higher inventory levels from customers (meaning lower order volume), and a slow down in growth in the 
data center market.  Micron still reported impressive financial results, however, with record sales in 
mobile, automotive and industrial businesses despite these headwinds. 
 
With this background, let’s take a look at how Micron fared in this “air pocket” of a weaker memory 
market, with its 3 top priorities in mind. 
 

1. Surviving future pricing downturns:  The “future pricing downturn” is now, and Micron has 
showed that it can and will survive.  This slowdown in memory pricing is not changing Micron’s 
overall plan of continuing to reduce operating costs and increasing its mix of high-value solutions.  
High-value NAND solutions were 50% of Micron’s NAND production last quarter, which helped it 
remain profitable in an oversupplied, lower cost environment.   
 
CEO Mehrotra and his management team are reacting quickly this time to weaker pricing, cutting 
2019 production down to their new estimates for DRAM and NAND supply growth of 15% and 
35%, respectively.  This equates to a significant reduction in capital expenditures.  Micron is not 
cutting its expenditures necessary for future growth, however.  Its planned spending in 2019 on 
clean room space needed for new technology is absolutely essential for the company’s success 
once this blip in pricing turns around.  Capital expenditures cuts are happening not only with 
Micron, but with the other memory players, at a much faster rate and an earlier level in the cycle, 
which bodes well for the industry long-term.   
 

2. Increasing financial strength:  Despite this quarter’s slowdown, Micron still produced good 
financial results (a 16% increase in revenue from last year) and strengthened its balance sheet in 
the process.  The improvement in the company today versus a few years ago is practically night-
and-day. 
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Heading into the last 2 downturns in memory pricing (2012 and 2016 circled in the graph above), 
Micron’s 2012 profit margin was around 15% with net debt of $200 million.  In 2016, Micron’s 
profit margin was 25% with net debt of $3 billion.  Today, Micron stands at a profit margin of 59% 
and net cash of $3.1B.  Simply put, the company is producing better products at lower costs and 
using the excess cash to reduce debt at great speeds. 

 
Micron’s share buyback plan started this quarter as well.  Its plan was to use at least 50% of free 
cash flow towards share buybacks:  it ended up using 80% of free cash flow to buy back 3.5% of 
the company.  At today’s share price, Micron’s plan would buy back 25% of the company over the 
next couple of years—an astonishing figure, with great benefits to shareholders.   

 
3. Improving technology:  Being at the forefront of new technology transitions will always be 

important for Micron.  It began shipping its 1Y generation DRAM this past quarter, which is the 
highest density DRAM available for mobile applications.  Average DRAM density per phone has 
increased 25% in the last year and is only expected to grow further as artificial intelligence 
becomes a staple.   

 
Micron also announced this quarter that it will buy out its joint venture with Intel, in which the 2 
companies have developed the new technology of 3D Xpoint, a cross between DRAM and NAND.  
The first sale of this technology is still expected for the later part of 2019, but this represents 
another big step Micron is taking toward future growth and industry innovation.   
 

Micron is in the strongest financial position in its history—by far.   Whether this memory pricing downturn 
lasts a couple more quarters or longer, Micron is in a position to remain profitable through that period, 
and is investing in the right tools to come out of the other side more successful than ever.   
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