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Company Overview
Qualcomm Inc., founded in 1985 and headquartered in San Diego, is a leading fabless semiconductor 
firm specializing in wireless technologies and intellectual property licensing. Its two core businesses are 
Qualcomm CDMA Technologies (QCT), which designs chipsets for smartphones, RF front-end modules, 
and data-center accelerators; and Qualcomm Technology Licensing (QTL), which collects royalties on 
every 3G/4G/5G device shipped globally. This unique mix of hardware and annuity-like licensing, 
positions Qualcomm for durable cash flows.

Investment Thesis
We recommend a BUY rating for Qualcomm Inc. (QCOM) as of April 22, 2025. Our model predicts a 
66.81% increase in share value. Qualcomm’s leadership in 5G chipset technology and rapid 
diversification to capitalize on two of the largest secular growth markets in tech.

Thesis Drivers

5G Leadership: As carriers roll out mid- and millimeter-wave 5G across ever more markets, smartphone 
upgrade cycles remain healthy. Qualcomm’s Snapdragon modems and RF-front-end solutions continue 
to be the de facto choice for every major OEM, driving steady QCT chipset volumes. At the same time, 
high-margin QTL royalties on billions of 5G-enabled devices provide annuity-like cash flows that fund 
R&D and shareholder returns.

Diversification into New Markets: Qualcomm is leveraging its core connectivity and processing IP to 
penetrate rapidly growing adjacencies. Its Snapdragon Digital Chassis and telematics platforms have 
already secured over $30 billion in automotive design commitments, tapping into the booming EV and 
ADAS markets. Concurrently, its IoT and private-5G solutions are gaining traction in smart factories, 
enterprise edge deployments, and industrial automation, offering higher-margin hardware and software 
bundles beyond the handset business.

Thesis Risks

Consumer Concentration & In House Silicon Trends: Roughly 60% of revenue comes from a handful of 
top handset OEMs. If partners accelerate moves to in-house modems or SoCs (as Apple has begun), 
Qualcomm could lose both QCT volumes and QTL royalties..

Tariff Uncertainty & Export Restrictions:
Qualcomm’s fabless model and global supply chain depend on cross-border trade for both finished 
chipsets and IP licensing. New or heightened U.S.–China tariffs on telecom equipment or 
semiconductors could raise component costs, squeeze hardware ASPs, and complicate licensing 
negotiations. Similarly, retaliatory duties in key end-markets (e.g., India, Southeast Asia) risk delaying 
product launches, disrupting inventory flows, and pressuring near-term revenue growth.
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Executive Summary
Qualcomm is positioned at a pivotal intersection of two significant trends in technology—
global 5G deployment and the rapid growth of AI computing. The company has 
established itself as a key partner for major smartphone manufacturers and network 
operators due to its expertise in modem and RF front-end chipsets. As carriers continue 
to introduce mid-band and millimeter-wave 5G in more areas, device upgrades should 
remain strong, leading to stable volume growth and consistent revenue from Qualcomm’s 
licensing business.

At the same time, Qualcomm has been developing an AI-accelerator strategy, using its 
Snapdragon X processors and custom technology to address the increasing demand for 
edge and data center AI workloads. This development ranges from AI processing in 
smartphones and IoT devices to larger inference engines, positioning Qualcomm to 
potentially capture a portion of the projected $200 billion AI infrastructure market by 2027.

This combination of involvement in both the ongoing 5G upgrade cycle and the expanding 
AI computing market creates a solid path for earnings and cash flow. High-margin 
licensing revenue helps maintain a strong balance sheet and supports significant 
research and development, while the scale of its hardware operations enhances 
profitability. Together, these factors reinforce confidence in Qualcomm’s ability to grow 
faster than the overall semiconductor industry and attract a higher valuation.

Economic Analysis
AI Spending12

The global artificial intelligence (AI) market is projected to grow at a compound annual 
growth rate (CAGR) of 27.7% from 2025 to 2030. The market is expected to increase 
from approximately $244 billion in 2025 to an estimated $826.7 billion by 2030. This 
growth is fueled by rapid advancements in machine learning, natural language 
processing, computer vision, and generative AI, which are enabling new applications, 
such as real-time language translation and autonomous systems, that were previously 
impractical. Corporations across various industries are responding by significantly 
increasing their AI budgets. 

Enterprises are deploying AI platforms and services to automate routine tasks, enhance 
customer engagement, optimize supply chains, and accelerate research and 
development. These investments are seen as essential for maintaining productivity gains 
and securing a lasting competitive edge in an increasingly data-driven economy.

10-Year Treasury Yield8

Currently, the 10-year Treasury yield is around 4.35%. This increase is largely driven by a 
term premium that has reached its highest level since 2014, indicating that investors are 
seeking greater compensation for holding long-term debt. As a result, corporate 
borrowing costs are rising throughout the economy. These higher yields have a significant 
impact on the technology sector, where companies often rely on debt to finance capital 
expenditures and research and development. Early-stage firms, in particular, are 
experiencing greater challenges in securing financing.

Inflation7

Inflation has eased somewhat but remains above the Federal Reserve's target of 2%. In 
March 2025, the headline Consumer Price Index (CPI) rose by 2.4% year-over-year, a 
decrease from 2.8% in February. Meanwhile, the core CPI, which excludes food and 
energy prices, decreased to 2.8%, marking its smallest annual increase since March 
2021. On a monthly basis, CPI fell by 0.1% in March, marking the first decline since 2020, 
primarily due to a 2.4% drop in energy prices. However, food costs increased by 3% over 
the same period. Within these overall figures, shelter inflation remains persistent, with an 
annual increase of 4%. Additionally, medical care and transportation services continue to 
put upward pressure on core services prices. As a result of these ongoing inflationary 
trends, the Fed's March dot plot indicates only two anticipated 25-basis-point rate cuts in 
2025, a decrease from the four cuts projected a year earlier. Policymakers are trying to 
balance the risk of reigniting inflation with the need to support economic growth.
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Real GDP3

U.S. real GDP growth is showing signs of slowing down in early 2025, affected by a mix 
of trade policy uncertainties, inflationary pressures, and changes in consumer behavior. 
The Atlanta Fed's GDPNow model estimates a contraction of 2.2% in Q1 20252, while an 
alternative model predicts only a slight decline of 0.1%. This indicates a potential for 
negative growth in the first quarter. This slowdown follows a 2.4% annualized growth rate 
in Q4 2024, which was mainly driven by consumer and government spending. However, 
recent data show a shift in consumer spending patterns, with a notable 1.4% increase in 
March 2025 due to preemptive purchases ahead of new tariffs. Economists warn that this 
surge may be temporary, as underlying factors such as declining consumer sentiment 
and mass layoffs in the public sector could dampen future spending. 

Looking ahead, forecasts for full-year 2025 GDP growth vary. The Federal Reserve Bank 
of Philadelphia's Survey of Professional Forecasters anticipates a 2.4% increase, while 
Deloitte projects a more optimistic 2.9% growth. In contrast, Vanguard has revised its 
forecast downward, predicting growth below 1% due to ongoing policy uncertainties and 
economic challenges. In summary, although the U.S. economy demonstrated resilience in 
late 2024, current indicators suggest a potential slowdown in early 2025. The future 
trajectory of GDP growth will largely depend on the resolution of trade disputes, inflation 
trends, and the strength of consumer spending in the coming months.

Capital Markets Forecast1

In recent months, the technology sector has faced significant challenges, with NASDAQ-
100 valuations dropping nearly 20% year-to-date due to broader market sell-offs and 
increasing fears of a recession. Investor sentiment has worsened as rising interest rates, 
concerns about inflation, and geopolitical uncertainties have led to a decline in investment 
in tech stocks, resulting in historically low trading multiples. However, this market pullback 
creates a strategic opportunity for long-term investors.

Many leading technology companies, despite their strong fundamentals, are now trading 
at considerable discounts compared to historical averages. For instance, valuation 
metrics like forward P/E ratios have significantly compressed, and even high-growth 
companies in the sector now offer attractive entry points as the market adjusts its 
expectations amid uncertainty. Additionally, the recent market volatility has led to 
oversold conditions, with institutional investors rebalancing their portfolios, and a 
noticeable increase in retail investor buying activity as cash flows into the sector—
indicating that the market may be gearing up for a rebound.

In this challenging environment, the gap between long-term growth drivers and short-term 
investor sentiment is creating a strong buying opportunity. The technology sector remains 
supported by powerful long-term trends such as 5G, cloud computing, and artificial 
intelligence. Despite the recent decline, companies leading in these areas are well-
positioned to benefit from a future recovery as economic conditions improve. As market 
sentiment shifts and risk appetite returns, we anticipate a revaluation of these 
fundamentals, which should lead to significant upward momentum in stock prices.

Industry Analysis

The semiconductor and semiconductor equipment industry is one of the most dynamic 
and cyclical segments of the broader technology sector. Key players in this industry 
include NVIDIA, Broadcom, AMD, Texas Instruments, and notably, Qualcomm. Recent 
market data shows that Qualcomm ranks among the top ten semiconductor vendors by 
revenue, with a market capitalization of approximately $147.5 billion.6

While companies like NVIDIA and Broadcom excel in terms of scale and innovation in AI 
chip architectures, Qualcomm has established a competitive niche with its strong portfolio 
in 5G modem technology and its licensing business. As both a technology innovator and 
a crucial supplier of chipsets for mobile devices, Qualcomm's diversified revenue 
streams, along with its ongoing investments in research and development, help maintain 
its competitive edge in an industry where rapid innovation is essential.
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Industry Developments and Trends

Generative AI Investments6

The semiconductor industry is undergoing a transformational shift driven by the 
increasing adoption of artificial intelligence. Recent surveys indicate that the accelerator 
market, primarily GPUs, ASICs, and FPGAs designed for AI workloads, has more than 
doubled in recent years and is forecast to grow at an annual rate of at least 40% through 
2028. This development is spurred by heightened investments from major cloud providers 
and tech giants, such as NVIDIA’s rollout of next-generation GPU platforms and the 
aggressive expansion of AI capabilities by companies including AMD and Intel. For 
Qualcomm, while its core strength lies in 5G, the push for AI solutions represents an 
opportunity to enhance its chipset offerings with specialized processing capabilities for 
mobile and edge AI applications. 

Advancing Memory Technology6

Another noteworthy trend is the tightening balance in the memory segment, particularly 
within the DRAM and NAND markets. Demand for high-bandwidth memory (HBM) is 
increasing as data centers seek faster and more efficient memory solutions to support AI 
and cloud computing. Industry analysts expect memory manufacturers like Samsung and 
Micron to increase their investments in HBM technology, which typically requires three 
times the wafer supply compared to conventional DDR5. This trend ensures that revenue 
from memory components will remain strong, providing stability against cyclicality in other 
market segments for both semiconductor equipment vendors and chipmakers. Qualcomm 
is likely to benefit indirectly from these advancements, as improvements in chip efficiency 
and integration often lead to increased licensing and design innovation.

Automotive Semiconductor Growth6

The automotive industry is undergoing significant changes as it transitions to electric 
vehicles (EVs) and autonomous driving technologies. The growing adoption of advanced 
driver-assistance systems (ADAS) and an increase in semiconductor components per 
vehicle are contributing to long-term growth in this sector. Key trends include the rising 
integration of sensors, connectivity modules, and powertrain controllers, all of which are 
increasing the silicon content in vehicles. Forecasts indicate that automotive 
semiconductor revenue could reach $180 billion by 2032. Chipmakers with strong 
presence in this market, such as Qualcomm, which has been broadening its automotive 
connectivity and communication solutions, are well-positioned to seize opportunities in 
this evolving landscape.

Porter’s Five Forces6

Threat of New Entrants: Low

The semiconductor industry is known for high capital expenditures, advanced 
technological demands, and established economies of scale. New entrants encounter 
significant barriers, especially in microprocessor and advanced chip manufacturing, 
where certain established companies have already integrated deeply with global supply 
chains. This makes the barrier to entry for new manufacturers very high. 

Threat of Substitutes: Low

There are no true substitutes for semiconductor chips, as these components are integral 
to virtually all electronic devices and systems. The unique performance and efficiency 
provided by silicon-based solutions, especially in high-performance computing and mobile 
communications, make substitution a nonissue.
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Bargaining Power of Customers: High

Major customers in the semiconductor industry, including OEMs and system integrators, 
wield substantial bargaining power due to their scale. They purchase semiconductors in 
large quantities for various applications, allowing them to influence pricing, delivery 
schedules, and specifications. The partial standardization of chip types, especially in 
mature markets, enables buyers to easily compare suppliers and negotiate better terms. 
In differentiated areas like wireless modems and processors, loyalty often depends on 
cost and supply chain reliability. As tech companies develop in-house chip design teams 
or form joint ventures, they further increase their influence over traditional suppliers. This 
trend, alongside the need for a reliable chip supply, enhances customer power in shaping 
semiconductor pricing and innovation, compelling companies like Qualcomm to be highly 
responsive to market demands for long-term contracts and strategic relationships.

Bargaining Power of Suppliers: Low

Supplier power in the semiconductor industry is typically low due to a fragmented and 
competitive supplier base. Companies like Qualcomm rely on a diverse range of suppliers 
for raw materials, equipment, and components, limiting any single vendor's pricing power. 
Large chipmakers often secure high-volume, long-term contracts, giving them leverage in 
negotiations and encouraging suppliers to make concessions to remain competitive. Even 
when certain inputs are concentrated among few providers, the purchasing power of top 
chipmakers allows them to influence terms and create supply chain redundancy. Many 
semiconductor firms also adopt second-source and multi-vendor procurement strategies 
to reduce dependency on individual suppliers. Overall, while advanced manufacturing is 
capital-intensive, competitive pressure keeps supplier power relatively low in the industry.

Intensity of Competitive Rivalry: Medium/High

Competition among established players in the semiconductor industry is intense, driven 
by rapid technological advancements, product commoditization, and cyclical changes in 
demand. Companies face constant pressure to push the limits of performance, striving to 
deliver faster processing speeds, lower power consumption, enhanced energy efficiency, 
and smaller chip sizes. These factors directly affect the total cost of ownership for end-
users, making them central to procurement decisions across various industries, including 
consumer electronics, automotive, and cloud infrastructure. In areas such as AI 
acceleration, wireless connectivity, and system-on-chip (SoC) integration, firms like 
NVIDIA, AMD, Qualcomm, and Intel compete not only on technical specifications but also 
on ecosystem support, design flexibility, and time to market. While some companies may 
enjoy temporary advantages through proprietary architectures or leadership in advanced 
manufacturing nodes, these benefits can diminish quickly without ongoing investments in 
research and development (R&D) and process innovation. This continual drive to 
outperform rivals has made the semiconductor sector one of the most research and 
development-intensive industries in the global economy.

New Entrants

Buyer
Bargaining

Supplier
Bargaining

Subsitutes

Competitive
Rivalry

Porter's 5 Forces

Key Customers

Key Suppliers

Key Competitors



6

Growth Catalysts

Advancing Memory Technologies6

The impending shift to high-bandwidth memory technologies, driven by the need for faster 
data transfer and greater energy efficiency, will underpin a significant portion of 
semiconductor revenue growth. With memory sales forecasted to continue on an upward 
trajectory due to tighter supply-demand dynamics, associated chip innovations will 
encourage a broader industry upcycle. Improvements in memory technology directly 
impact system performance and are a critical component of next-generation computing 
platforms.

Automotive Semiconductor Penetration6

The automotive industry is undergoing a significant transformation due to the rise of 
electric vehicles and the implementation of Advanced Driver Assistance Systems 
(ADAS). This shift is expected to result in a substantial increase in the amount of 
semiconductor content per vehicle. With enhanced safety, connectivity, and autonomous 
driving features, there will be a greater demand for advanced microcontrollers, sensors, 
and connectivity solutions. As the semiconductor content evolves from basic systems to 
highly automated vehicles, companies with diverse product portfolios, such as 
Qualcomm, are well-positioned to capture value in this growing market.

Expansion of Private 5G Networks6

One of the most significant growth drivers for 5G technology is the rapid deployment of 
private 5G networks in industrial, enterprise, and government sectors. As more 
organizations seek to digitize their operations, improve security, and minimize latency in 
mission-critical environments, private 5G is becoming the preferred connectivity solution. 
It offers superior speed, ultra-low latency, and greater control compared to Wi-Fi and 
public cellular networks. Recent industry forecasts indicate that the global private 5G 
market is expected to grow at a compound annual growth rate (CAGR) of over 54%, 
reaching a valuation exceeding $40 billion by 2030. The applications for private 5G 
networks are diverse, ranging from enabling real-time machine communication in smart 
factories, to powering autonomous logistics in warehouses, and enhancing patient 
monitoring in connected healthcare facilities. Governments are also expediting spectrum 
allocation and simplifying regulatory frameworks to facilitate private deployments, 
particularly in North America, Europe, and parts of Asia. Qualcomm is particularly well-
positioned to benefit from this trend, thanks to its advanced 5G modem-to-antenna 
solutions and partnerships with infrastructure providers. As enterprises increasingly seek 
edge-to-cloud 5G capabilities, Qualcomm’s product offerings are poised to capture 
demand across both devices and network endpoints, strengthening its role in this next 
wave of 5G monetization.

Qualcomm Analysis

Strengths

Qualcomm is the clear leader in the 5G technology market, supplying modem and RF 
front-end chipsets to nearly every major smartphone OEM and carrier globally, according 
to Yahoo Finance. Its Qualcomm Technology Licensing (QTL) segment generates high-
margin royalties—often exceeding a 50% gross margin—on over 1,000 device models, 
creating a stable revenue stream that helps to smooth out fluctuations in its chipset sales. 
The company possesses an extensive patent portfolio, with over 12,600 U.S. patents and 
applications, which provides it with strong bargaining power and deters potential new 
competitors. Qualcomm also enjoys significant free cash flow, exceeding $8 billion 
annually. This cash flow supports aggressive research and development, strategic 
acquisitions, and shareholder returns through buybacks and dividends. Finally, 
Qualcomm's early investments in 5G private networks position it well to take advantage of 
the projected $25 billion private 5G market, leveraging solutions such as its RAN 
Automation Platform and Edgewise Suite.5
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Weaknesses

Qualcomm has a wide-reaching presence, but approximately 60% of its revenue comes 
from a small number of major smartphone manufacturers, primarily Apple, Samsung, and 
a few Chinese companies. This concentration makes Qualcomm vulnerable to customer 
risks if any of these partners decide to pursue in-house solutions. Additionally, 
Qualcomm's reliance on patent licensing has attracted regulatory scrutiny and legal 
challenges, such as the global antitrust campaign against Arm. This scrutiny could lead to 
unfavorable legal rulings or changes in royalty rates. Although Qualcomm has expanded 
into the PC and IoT markets, its late entry into AI accelerators and data-center chips 
means it is at a disadvantage compared to established players like NVIDIA and AMD in 
these rapidly growing sectors. Furthermore, Qualcomm's supply chain is susceptible to 
geopolitical tensions, especially related to U.S.-China trade restrictions, which may 
disrupt access to advanced manufacturing facilities and essential components.

Opportunities

The global demand for private 5G networks in manufacturing, logistics, and enterprise 
environments is a high-margin growth market. Analysts predict this segment will grow 
over 40% annually through 2030, and Qualcomm's end-to-end private 5G solutions are 
well-positioned to capture a significant share of this market. The AI accelerator market, 
which includes GPUs, ASICs, and FPGAs, is expected to expand at a 40% compound 
annual growth rate (CAGR) through 2028. This growth is driven by investments in 
hyperscale data centers. Qualcomm can leverage its Snapdragon AI Engine to address 
edge AI use cases in smartphones, IoT devices, and the automotive sector. Additionally, 
automotive semiconductors are experiencing significant growth, with the content for 
electric vehicles (EVs) and advanced driver-assistance systems (ADAS) projected to 
increase by 7–9% annually. Qualcomm’s telematics and vehicle-to-everything (V2X) 
connectivity products position the company to benefit from this megatrend. There are also 
additional opportunities in augmented reality and virtual reality (AR/VR) devices, industrial 
automation, and network-as-a-service offerings. Qualcomm’s cross-industry partnerships, 
such as its collaboration with NTT for AI-edge 5G, can further drive adoption in these 
areas.6

Threats

Competition in the AI and data center chip markets is intensifying. NVIDIA's next-
generation Blackwell GPUs and AMD's custom Instinct accelerators pose a threat to 
Qualcomm's emerging AI products and profit margins. Additionally, the ongoing legal 
dispute with Arm regarding licensing terms and antitrust complaints introduces significant 
uncertainty. An unfavorable ruling could require Qualcomm to renegotiate essential 
licensing agreements or even suspend certain product lines. Geopolitical pressures, 
including U.S. export controls on advanced technology and potential Chinese retaliation, 
threaten to disrupt the global supply chain. These factors could lead to increased costs for 
critical intellectual property and manufacturing services, as noted by onwish.ai. 
Furthermore, a delay in smartphone upgrades or a downturn in macroeconomic 
conditions may reduce QCT chipset volumes and royalty growth, negatively impacting 
Qualcomm's near-term financial performance.

Revenue Decomposition

Qualcomm’s revenue is split between two primary operating segments: Qualcomm 
CDMA Technologies (QCT) and Qualcomm Technology Licensing (QTL). QCT, 
which accounted for over 80% of total revenue in FY 2024, includes three subsegments: 
Handsets, Automotive, and Internet of Things (IoT). Each segment represents a distinct 
growth vertical tied to Qualcomm’s semiconductor design and sales. The remaining 
revenue comes from QTL, the company’s high-margin licensing business that monetizes 
its extensive patent portfolio.

China
46%

United States
25%

South Korea
20%

Other
9%

Revenue by Geography

0

20000

40000

60000

80000

100000

APPL GOOGL AMZN XKRX

"In House" Threats 
CapEx FY 24 in 
$Billions

0%
20%
40%
60%
80%

100%
120%
140%
160%

1-Feb 3-Mar 2-Apr 8-Apr 9-Apr

2025 Tariffs Levels on 
China9 



8

Handsets remain the core of Qualcomm’s semiconductor business and are its largest 
revenue contributor. This segment includes the design and sale of Snapdragon 
application processors, modems, and RF front-end components for smartphones and 
other mobile devices. Qualcomm’s dominance in 5G modem technology allows it to 
supply nearly every major Android OEM, and despite Apple’s gradual move toward in-
house silicon, Qualcomm still benefits from existing agreements with top-tier customers. 
In FY 2024, QCT Handsets generated an estimated $25 billion, making up the bulk of 
QCT revenue. While growth here has matured, demand for premium-tier mobile SoCs 
and 5G upgrades continues to anchor consistent cash flows.

The Automotive segment is Qualcomm’s fastest-growing vertical, supported by long-term 
design wins with leading EV and autonomous vehicle OEMs. Products in this category 
include Snapdragon Digital Chassis solutions, which covers telematics, connectivity 
(V2X), driver assistance systems (ADAS), and in-car infotainment. As vehicles become 
increasingly software-defined and connected, semiconductor content per car is rising 
sharply. In FY 2024, Qualcomm’s automotive revenues surpassed $2.5 billion, up more 
than 25% year-over-year, with a robust pipeline of $30 billion+ in future design 
commitments. This segment not only diversifies Qualcomm’s end-market exposure but 
also positions it at the forefront of the mobility tech transformation.

Qualcomm’s IoT segment is a catch-all for its chips used across smart cities, industrial 
automation, consumer electronics, and enterprise edge applications. This includes Wi-
Fi/Bluetooth SoCs, power-efficient processors for smart home devices, and connectivity 
platforms for robotics, healthcare, and retail infrastructure. While still facing some post-
COVID inventory headwinds in consumer devices, Qualcomm’s IoT segment remains a 
key strategic bet for long-term embedded and edge-AI growth. FY 2024 revenue for QCT 
IoT was approximately $5 billion, showing a slight decline year-over-year but expected to 
rebound in 2025 as industrial and enterprise demand stabilizes.

QTL is Qualcomm’s legacy IP licensing segment and one of its highest-margin revenue 
streams. This division collects royalties on the use of Qualcomm’s extensive portfolio of 
standard-essential patents, particularly in 3G, 4G, and 5G cellular technology. With more 
than 150 licensing agreements worldwide, including with virtually every major handset 
manufacturer, QTL provides steady, annuity-like cash flow that supports Qualcomm’s 
R&D and capital return initiatives. In FY 2024, QTL revenue reached approximately $5.5 
billion, with operating margins exceeding 70%. Despite occasional legal disputes or 
regulatory challenges, the resilience of this segment is a cornerstone of Qualcomm’s 
financial stability.

Revenue Projections

Global smartphone volumes have largely stabilized following the post-pandemic rebound, 
now growing in the low single digits. However, Qualcomm continues to enhance its 
content per device by providing premium 5G system-on-chips (SoCs), RF front-ends, and 
AI-enabled visual processors for flagship models. We expect an increase in average 
selling price (ASP), driven by richer feature sets in mid- and high-end Android devices, to 
boost handset segment revenues at a compound annual growth rate (CAGR) of 4–6%, in 
line with CFRA's forecast for wireless communications hardware.

The automotive semiconductor market is experiencing rapid growth due to the 
convergence of electrification, advanced driver-assistance systems (ADAS), and in-car 
connectivity. Qualcomm's Digital Chassis and telematics platforms have achieved design 
wins that represent over $30 billion in future revenue. With an anticipated growth of over 
10% in semiconductor content per vehicle and Qualcomm's significant share of new 
electric vehicle (EV) and Level 3/4 ADAS programs, we project annual growth in the 
automotive segment to reach 30-40%. This growth rate surpasses that of the broader 
automotive chip market, which is expected to grow at approximately 10% CAGR, largely 
due to Qualcomm’s early leadership in vehicle-to-everything (V2X) and cockpit solutions.
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The Internet of Things (IoT) encompasses a wide range of technologies, from smart 
home devices to industrial edge computing. After a slight downturn in the consumer IoT 
market in 2024, we anticipate that industrial automation, smart factory implementations, 
and enterprise edge AI will contribute to a recovery. Qualcomm's cross-industry IoT 
platforms, which include Wi-Fi and Bluetooth system-on-chip (SoC) products and edge AI 
modules, are expected to benefit from a compound annual growth rate (CAGR) of 6–8% 
in unit growth, along with improved average selling prices (ASPs) for higher-function 
products. This aligns with CFRA's forecasts of a 6–7% growth for consumer IoT and 7% 
for industrial electronics.

As 5G technology becomes more widespread and private 5G networks gain initial 
traction, we expect royalty revenues to grow modestly faster than device shipments. We 
project that Qualcomm Technology Licensing (QTL) revenues will increase at a 
compound annual growth rate (CAGR) of 5%. This growth will be driven by ongoing 
royalty agreements for new device launches, additional licensing fees from premium IoT 
and automotive modules, and the gradual stabilization of rates following previous 
regulatory challenges.

Cost of Revenues Forecast

Qualcomm commands a strong gross margin of nearly 60% due to a favorable revenue 
mix, supported by ultra-high margin licensing revenues. Additionally, as Qualcomm 
continues to expand into the higher margin automotive and IoT segments, we forecast 
cost of revenues as a percentage of revenue to decline by roughly 20 basis annually. This 
reflects not only the mix shift toward these higher-margin segments but also ongoing 
manufacturing yield improvements, more favorable supplier agreements, and tighter 
integration of software-defined functions that reduce component count in certain products. 
Taken together, these factors should allow Qualcomm’s blended gross margin to expand 
from ~59.5% in FY 2024 to over 60.5% by FY 2027, providing both a durable buffer 
against cyclical headwinds and an attractive lever for operating-margin growth

Operating Expenses Forecast

We predict Qualcomm will continue investing aggressively in R&D to support 
5G-Advanced, AI-edge, and Digital Chassis innovation, along with go-to-market activities. 
That said, we forecast total operating expenses to remain just under 30% of revenue, a 
figure Qualcomm has been able to maintain over the past decade. Additionally, Even as 
Qualcomm enters new verticals like private 5G networks and edge AI, the company’s 
ability to leverage its existing sales infrastructure and partner ecosystem keeps 
incremental SG&A growth roughly in line with top-line gains. Qualcomm’s discipline in 
maintaining steady operating expenses, despite aggressive investment towards 
innovation, is the foundation of its margin resilience. 

Capital Expenditures Forecast

Qualcomm has historically maintained modest capital expenditures of less than 4% of 
revenue. This is made possible because Qualcomm outsources chip fabrication to 
leading third-party foundries such as TSMC, avoiding the capital burden of owning and 
maintaining its own fabrication facilities. Instead, the bulk of Qualcomm’s growth-related 
investments are channeled into R&D, where the company can maximize return on 
invested capital by focusing on chip design, IP development, and software integration, 
which are areas that drive differentiation and margin expansion. We forecast continued 
modest capital expenditures. 

Cost of Capital

To determine Qualcomm’s cost of capital, we used the Weighted Average Cost of 
Capital (WACC) formula. WACC represents the average cost of capital used to finance 
Qualcomm’s assets and is a key component of our DCF valuation models.

Cost of Equity was calculated using the most recent 10-Year treasury yield of 4.35%, 5-
year monthly raw beta of 1.29, and market risk premium of 4.35% to yield an implied 
cost of equity of 9.96%.

After tax cost of debt was calculated using the 10-Year treasury yield of 4.35%, A-rating 
default spread of 0.85%, and marginal tax rate of 13%, to yield an implied after-tax cost 
of debt of 4.52%.
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Qualcomm has historically maintained modest debt levels and has not provided guidance 
on a target capital structure. Therefore, we used the most recent weights of debt and 
equity in the WACC formula.

The weights of debt and equity were calculated using the market values of equity and 
interest-bearing liabilities, which includes long term debt, short term debt, and leases. The 
implied weight of equity is 89.86% and the implied weight of total debt is 10.14%. 
This results in a heavy weighting towards equity in the WACC formula, with an implied 
WACC of 9.41%. 

Company Valuation

Discounted Cash Flow and Economic Profit Models

Estimated share price: $242.68

We provided the DCF and EP models with the highest weighting in our final valuation of 
Qualcomm. We believe these models showcase the full value capture from Qualcomm’s 
diversification into high-growth segments. Our projection period of 10 years provides 
sufficient time for Qualcomm to fully penetrate new segments. This extended period lets 
us fully reflect the payoff from both R&D investments and capital-light manufacturing, as 
well as the outsized margins generated by QTL royalties. Additionally, an intrinsic 
valuation provides for an accurate representation of Qualcomm’s efficient capital 
allocation and ultra high margin revenues from it’s royalty licensing segment. With this in 
mind, we assigned the DCF and EP models a weighting of 65% in our final 
valuation. 

Relative Peer Valuation

Estimated Share Price: $220.70

Based on forward looking price to earnings (P/E) ratios

We provided the relative price to earnings (P/E) valuation with the second highest 
weighting in our valuation, as we believe it is an accurate check of market sentiment. This 
approach emphasizes how the market currently evaluates Qualcomm’s growth potential, 
profitability, and capital allocation strategy. It also assists in identifying possible entry or 
exit points in relation to sector trends. While relative multiples may not capture the detail 
of a DCF analysis, they offer essential context for valuation in a changing market, 
warranting a significant, but secondary, role in our overall assessment. With this in 
mind, we assigned the relative valuation a 25% overall weight, with 25E and 26E 
multiples being weighed equally within. 

Dividend Discount Model

Estimated Share Price: $184.42

We provided the dividend discount model (DDM) with the lowest weighting in our final 
valuation. While the company’s dividend yield is modest, approximately 2%, and its 
payout policy is flexible, favoring share buybacks over consistently increasing dividends, 
the DDM provides a straightforward valuation method based on shareholder distributions. 
This model is particularly helpful in stressed market situations where cash distributions 
significantly impact investor returns. However, due to the speculative nature of long-term 
dividend forecasts and Qualcomm’s preference for share repurchases, the DDM serves a 
supportive role, enhancing our overall valuation without distorting the final outcome. With 
this in mind, we assigned the DDM a 10% overall weight in our final valuation

Estimated Share Price

Combining the outputs from our three valuation methods with the assigned weights 
yields an estimated share price of $231.36. This provides an implied upside of 66.81% 
and is why we chose issue a BUY rating for Qualcomm. 
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Sensitivity Analysis

Automotive Growth Rate vs. COGS as % of Revenue

We anticipate that revenue growth in the automotive segment will be a key driver of 
Qualcomm's future value. However, a significant factor affecting profitability in 
Qualcomm's automotive expansion is the cost of sales, which could be impacted by 
supply chain issues or trade-related pressures. The table below illustrates the relationship 
between these two variables, showing that robust growth in the automotive sector may 
offset potential margin pressures.

WACC vs. CV NOPLAT Growth

This table analyzes the impact of changes in our cost of capital and the perpetual growth 
rate of NOPLAT. It's important to note that fluctuations in WACC have a greater effect on 
the overall valuation than changes in the perpetual growth rate. This indicates that our 
valuation is significantly influenced by the strong growth anticipated during the 10-year 
projection period.

Risk Free Rate vs. Beta

In this analysis, we explore how the risk-free rate and beta affect Qualcomm's cost of 
equity. The risk-free rate reflects the current yield on the 10-year Treasury, which we 
consider a risk-free asset and the foundation for determining our cost of equity. Beta 
measures Qualcomm's risk in relation to the overall market. This table indicates that 
broader macroeconomic factors have a greater impact on Qualcomm's cost of equity than 
fluctuations in the company's share price.
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Equity Risk Premium vs. Marginal Tax Rate

This table outlines the effects of both the equity risk premium (ERP) and the marginal tax 
rate on Qualcomm’s valuation. The ERP represents the additional risk associated with the 
overall market compared to the risk-free rate. The marginal tax rate influences both the 
discount rate, through the interest tax shield, and the calculations of Net Operating Profit 
Less Adjusted Taxes (NOPLAT). Although the marginal tax rate does have an impact, the 
ERP has a greater effect on valuation, emphasizing the company's sensitivity to overall 
market sentiment.

% Long Term Debt vs. Pre Tax Cost of Debt

This table examines how leverage affects Qualcomm's capital structure by comparing the 
percentage of long-term debt relative to total assets and the pre-tax cost of debt, which 
indicates the interest rate on that debt. It approaches a point where taking on additional 
debt no longer adds value, emphasizing the significance of Qualcomm’s debt-light capital 
structure, especially in a high or volatile interest rate environment.

Handset Revenue Growth vs. IoT Revenue Growth

This table illustrates the impact of a 50-basis point change in revenue growth for Handset 
and Internet of Things (IoT), which are Qualcomm’s two slower-growing QCT segments. 
The analysis reveals that fluctuations in Handset revenue for 2025 significantly affect the 
company's valuation, more so than changes in IoT revenue. This highlights the 
importance of maintaining a strong position in Qualcomm's core segment, Handset.
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Important Disclaimer

This report was created by students enrolled in the 
Security Analysis (6F:112) class at the University of 
Iowa. The report was originally created to offer an 
internal investment recommendation for the University 
of Iowa Krause Fund and its advisory board. The report 
also provides potential employers and other interested 
parties an example of the students’ skills, knowledge 
and abilities. Members of the Krause Fund are not 
registered investment advisors, brokers or officially 
licensed financial professionals. The investment advice 
contained in this report does not represent an offer or 
solicitation to buy or sell any of the securities 
mentioned. Unless otherwise noted, facts and figures 
included in this report are from publicly available 
sources. This report is not a complete compilation of 
data, and its accuracy is not guaranteed. From time to 
time, the University of Iowa, its faculty, staff, students, 
or the Krause Fund may hold a financial interest in the 
companies mentioned in this report.
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