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Intel plans, and delivers. 
  

Intel:  10 years. 

 
  
  

That’s a picture of a long, hard struggle, isn’t it?  Intel recently promoted its long-time CFO, Stacy Smith, 
to a very big new job:  Executive Vice President for Sales, Manufacturing and Operations.  (We might 
wonder what’s left, inside Intel, which Mr. Smith is not responsible for.)  Mr. Smith gave a talk yesterday 
which is worth a glance, because he told Intel’s story of the last 10 years, and the next 10 years, with 
exceptional clarity. 
  

         “When I became CFO at Intel, our revenue was in the low $30 billion range, and gross 
profit margin was in the low 50% range. Today, we are on a path to be a $60 billion 
Company. Our gross margin is very consistently between 60% to 65%. But more 
importantly, you see the transformation of our company and our business model. So, 10 
years ago, we were almost entirely dependent on the PC market for growth and 
profitability. Today, more than half of our profits come from the Internet of Things, and 
the data center and the memory business and things like that. So, it’s a very different 
Company from what it was 10 years ago and it will be a very different Company 10 years 
from now.” 

  

         “We have to deliver just overwhelming performance per watt per dollar to the 
customers. At the end of the day, in every market that we serve, if we can do things that 
are higher performance, lower cost, more energy efficient than what anybody else on the 
planet can do, we win. That’s how we win in the high end of the PC market, that’s how we 
win in the automotive space, that’s how we win in low end IoT applications and that’s how 
we win in the data center.” 

  



         “In terms of our (re-tooled) factory at Dalian, China, the strategy with Dalian is it’s 
starting off as a 3D NAND factory and later will convert to be a 3D cross point factory. 
(Leading-edge memory chips.)  And as I said on the call, I was just out there and I was very 
impressed, their first full loop production inside the Dalian matched the production from 
the mature Intel Micron JV factory, which is a phenomenal accomplishment for a new 
team and the new factory.” 

  
For 10 years, as we can so clearly see from the blue line above, the market has seriously doubted Intel’s 
ability to change itself from the “King of the PC market” to, well, anything which might spark a renewal of 
growth and vitality, as the desktop computer business stagnated.  The company has spent the past decade 
going all-out to prove the market wrong.  There’ve been failures along the way—most emphatically in 
Intel’s titanic struggle to go from loser to winner in the cell phone market, which it just plain missed, 15 
years ago.  But cell phone chips were never Intel’s only gamble on future growth.  Counting on the 
continuing explosion in global data usage, which requires extraordinary computing performance in almost 
every business IT function, Intel fairly decimated its competition in that highly profitable product line; and 
poured the largest combined R&D and Capital Spending budget in the business world into the coming 
“Internet of Things” and the coming “Smart Auto” lines, among others.   
  
Mr. Smith’s second quote, above, captures the heart of Intel’s strategy:  better chip-factory innovation 
and performance than anyone else in the world.  As Outlook has observed a few times, running and 
improving giant factories making hideously complex products, is very hard to do.  No manufacturing firm 
admits to weakness in that effort; most manufacturing firms suffer from weakness, all the same.  It’s 
common to hear investment analysts and commentators talking as if everybody’s basically as good as 
everyone else, in factory operations.  They are mistaken. 
  
Among Outlook’s core companies, Intel isn’t a rocket, like Micron, Freeport, or even Lockheed Martin.  As 
that chart shows, it’s much more a “3 yards and a cloud of dust” company.  But the market quite often 
values that kind of company with a certain degree of contempt:  “Dinosaur, dead money, glory days long 
gone,” etc.  Because of that tendency, we investors are likely to be rewarded surprisingly well, if we 
understand how the firm is re-shaping itself, and we think it deserves our confidence.   As Mr. Smith 
pointed out, in 10 years Intel has already done what it said it would do, and what the market’s sceptics 
said it could not do.  At Outlook we strongly suspect there’s more much more to come. 
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The remarks above aren’t a general recommendation to buy or sell particular securities.  Such decisions 
should only be made in the context of an investor’s own circumstances.  Stocks and bonds carry the risk 
of loss.   
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