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Dear Fool,
First off, I would like to welcome you to Motley Fool Rule Breakers, where we’re dedicated to finding the ultimate growth stocks 
and helping you become a better investor — while making you wealthy along the way.  

Below you’ll find our latest special report, which shares with you the company whose technology I’m convinced will eventually 
make credit and debit cards obsolete.

After you’re done reading this special report, I invite you to visit the Motley Fool Rule Breakers website.  

There you’ll be able to see all the stocks my team and I have recommended over the past nine years. You can also check out our 
latest updates, our Best Buys Now, our Core Stocks, and our most recent recommendations. You’ll also be able to interact with 
me, the Motley Fool Rule Breakers community, and my team of analysts on our discussion boards.

So please make sure to visit the Motley Fool Rule Breakers website when you’ve finished reading this special report we’ve 
prepared for you. 

I look forward to investing alongside you, and here’s to many years of profits together!

Fool on!

David Gardner  
Co-founder, The Motley Fool

COMPANY SNAPSHOT  Data as of March 5, 2014

The Intel of NFC:
One “Ground Floor” Stock Every Opportunistic Investor Should Snap Up Today
Brought to you by David Gardner, Co-founder, The Motley Fool

NXP Semiconductors (Nasdaq: NXPI)
Market Cap: $14.0 billion
Recent Share Price: $57.84
Cash/Debt: $670 million - $3.3 billion
52-week range: $24.66 - $57.93
P/E: 42.7

Headquarters: Netherlands
Website: www.nxp.com
Sign of a Breaker: First Mover
CAPS Rating: 5 out of 5 Stars
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NXP Semiconductors (Nasdaq: NXPI)
Originally recommended in our April 2011 issue. The numbers 
below have been updated.

With a wave of your smartphone, your car door unlocks. You 
hop in and drive to the store to browse the latest gew-gaws. 
You find something that interests you, and another wave of 
your phone brings up product details and lets you comparison-
shop. You like the deal, so you go to the checkout counter and 
pay with a third wave of your phone.

This scenario and many more like it are coming to you soon, 
courtesy of near-field communication, or NFC, a technology 
that NXP Semiconductors (Nasdaq: NXPI) helped invent. 
NXP is the market leader in NFC chipsets, and with its 
potential to profit from impulse purchases and new buying 
behaviors, we recommend shopping for this stock.

LET’S TALK TECH
NFC is an offshoot of the common radio-frequency identifica-
tion technology that businesses use to track items and improve 
logistics. But unlike RFID, which travels over relatively long 
distances, NFC operates within just a few inches. That’s the 
key to making this technology secure and individualized. 
What could otherwise be a public broadcast of information 
becomes a private transaction.

NXP has been making lots of deals to get its NFC chips into 
consumers’ hands. And all signs are pointing to Apple eventu-
ally adding NFC capability to a future iPhone, and if it does, 
there’s an excellent chance that NXP will be the supplier. 
We’ll keep our eyes out for a prototype left lying around in a 
Cupertino bar.

Already, though, NXP is the exclusive provider of NFC 
chips for Nokia, the world’s largest handset maker, as well 
as for Samsung’s popular Galaxy S4 phone. A deal with the 
fourth-largest manufacturer, ZTE, furthered its reach, and it 
has partnered with Google (Nasdaq: GOOG) in bringing NFC 
technology to Android phones. 

All of that potential adds up to an explosion of opportunity for 
NXP — one that won’t just put the company in the black but 
will also keep it growing for years to come.

TURNED AROUND AND READY TO RUN
As a glance at NXP’s financial history suggests, the need to 
stay in the black means this is a turnaround story — but it’s 
one that has already done the tough turning. First, the stark 
stats: The company has posted losses every year since 2004. 
The tides changed in 2011, though, with NXP posting its first 
full-year profit. And despite having negative earnings in 2012, 
the company rebounded in 2013, posting net income of $348 
million. 

But we think this Rule Breaking gem has finally been cut and 

polished. NXP was part of electronics giant Philips for more 
than 50 years, until a group of private-equity investors led 
by the venerable blue chip KKR acquired it in 2006. They 
trimmed and realigned the business and replaced most of the 
management team in preparation for the 2010 IPO. From 2008 
through 2010, NXP shed $900 million in operating expenses 
and several of its product lines — all with the goal of focusing 
on and improving the efficiency of its core semiconductor 
competency.

So while NXP is somewhat newly public, it it’s not new to the 
industry. Its well-established, market-leading position means 
we’re not worried about reputation, standing, or ability to 
execute.

Although NXP makes many products besides NFC chips, 
this is where we spot the greatest growth potential. It now 
accounts for 75% of NXP’s sales.

That’s the crux of our investment case: The recent business 
realignment has made a streamlined company that can turn 
technological leadership into greater and greater profit.

RISKS AND WHEN WE’D SELL
We’re counting on a turnaround from a company with a history 
of losses. We’re also taking on a company with $3.3 billion 
in debt — a high 212% of equity. That figure has improved 
dramatically over the past several years, and we’ll watch for 
the trend to continue.

In the meantime, we’re confident that NXP can handle its 
obligations. It has $670 million in cash and investments, plus 
what should be ongoing profit, to make payments.

NXP also has $2.4 billion of goodwill on its balance sheet 
from past acquisitions, and it may have to take large noncash 
charges against future earnings to adjust for an impairment to 
goodwill. That would look bad on the income statement — 
and may lead shortsighted investors to drive the stock down 
— but it wouldn’t affect the business fundamentals.

Above all, we’re investing in NXP’s opportunity for more 
product wins. But there’s no guarantee that the company’s NFC 
chip will end up in the next iPhone, and the semiconductor 
business is a world of stiff competition and tight margins. 
NXP’s rivals include STMicroelectronics (NYSE: STM) 
and Inside Secure, formerly known as Inside Contactless, 
which has ties with mobile chip-maker Qualcomm (Nasdaq: 
QCOM). We expect the competition to heat up, and if NXP 
can’t stay atop the NFC game, we’ll move farther afield.

THE FOOLISH BOTTOM LINE
The stage is set for NFC technology. Standards are in place, 
certifications are available, and a marketplace of supporters is 
growing. Credit card companies, handset makers, and wire-
less companies are pushing it hard. And no company is better 
set to benefit from the technology than NXP, whose recent 
turnaround makes it a smart way to buy into the purchasing 
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power of your smartphone.

David owns shares of Apple and Google. The Motley Fool 
owns shares of Apple, Google, and Qualcomm.  

To learn more about NXP Semiconductors, click here.

To get our most up-to-the-minute thinking on this stock, 
and to see every Motley Fool Rule Breakers stock recom-
mendation, please click here. 

http://newsletters.fool.com/15/snapshot/?t=NXPI
http://newsletters.fool.com/15

