Why We Bought ICST

Purchase data:  33 shares purchased April 9, 2003 @$21.80/share
Mike (CGNX) and Ed (TXN) turned our attention toward semiconductor companies.  The Semiconductors Evaluation report is linked from BHGP’s bivio homepage.  Some key details:

The initial screen:

Industry  = Semiconductors

ADR/ADS = false (only U.S. companies)

Price  >= 5  (no penny stocks)

returned 88 companies.


The 75th percentile screen:

Cashflow/share 12m > 0.77

Free cashflow/share 12m > 0.45

ROA 12m > 4.7 

ROE 12m > 6.8
Each criterion passes 22 companies; the full screen returns 9 companies.
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ICST

Integrated Circuit System

0.84

0.98

17.6

25.0

$1,471

MXIM

Maxim Integrated Products

0.99

1.07

13.4

15.4

$12,173

QLGC

QLogic Corporation

1.14

1.59

12.7

13.8

$3,576

LLTC

Linear Technology Corp.

0.81

0.6

11.0

12.3

$10,143

INTC

Intel Corporation

1.26

0.57

7.1

8.8

$113,618

SPA

Sparton Corporation

1.11

1.46

7.0

8.8

$64

MCHP

Microchip Technology Inc.

0.97

0.93

7.1

8.5

$4,330

OSIS

OSI Systems, Inc.

1.15

0.59

6.5

8.5

$223

KLAC

KLA-Tencor Corporation

1.19

0.91

6.0

8.0

$7,135

 

ICST Sales growth/share up 50-60% each of last 3Qs, profits up 60% last 3 Qs, cash:debt dropped from 200 to 2 one year ago steadily up to over 4 now, R&D steady at over $8M per Q (15% to sales), cash management trends positive (Working Capital Cycle of 75 days is half of what it was 6 Q’s back), gross margins in a range around 60%.

ICST From the screening chart above we already know ICST reported the top returns (ROA and ROE) for the last 12 months.  The 7-year graphs show this is indeed the case for the last 2 fiscal years.  PE is lower than most of the others (including QLGC and MCHP: 31 vs 39 and 46 or roughly ¾ the “price” for each dollar of earnings).  Price per sales, cashflow, and free cashflow are essentially equal.  Ready cash (quick and current ratios) tip slightly to ICST’s favor over MCHP, however QLGC shows over twice ICST’s cash.  (All have over 3 times expected annual expenses available.)

The motion to buy tied the sale of our ACAI holdings to the purchase of ICST.  ACAI was sold at $6.99 on April 9th before ICST was purchased.

Respectfully Submitted,





Mike Overstreet






