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Memory interface chip (Products): offers from DDR4 to DDR5, with specialized components such as
Registered Clock Drivers (RCDs) and Multiplexed Registering Clock Drivers (MRCDs) for high-bandwidth
memory (HBM) and high-capacity applications such as RDIMMs and MRDIMMs. This segment accounts for
47% of the total revenue.
Patent Licensing (Royalties): Rambus licenses its worldwide portfolio of patented inventions to global
semiconductor companies, generating a stable source of revenue. Major companies such as AMD, Samsung,
Micron, SK Hynix, NVIDIA, and Qualcomm are among those that have licensed Rambus's patents. This
segment accounts for 40% of the total revenue.
Silicon IP (Contract and Other Revenue - Intellectual Property): used in data-intensive and secure
applications like AI, IoT, and automotive. Its solutions are licensed globally by semiconductor companies for
integration into ASICs, ASSPs, and FPGAs.

With over 30 years in the industry, Rambus Inc. has established itself as a pioneer in high-
performance memory subsystems, focusing on solving the "memory bottleneck" challenge of
moving data faster and more reliably between processors and memory. Data centers remains the
company's primary focus market, driving greater than 75% to 80% of the revenue from Rambus
chip and silicon IP sales. As of Q2 2025, Their core business includes 3 segments:

Business Overview
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Investment Thesis
1) Continued Market Leadership in Data Center Products: from the industry-first HBM4
controller IP to a comprehensive chipset for DDR5 MRDIMMs & Gen-5 RDIMMs (reaching speeds of
up to 12,800 MT/s), Rambus innovations received positive sentiment from the market of which
resulted in a sustainable revenue growth for memory products.
2) Prioritizing Innovation and Shareholder Value: with consistent ~$150–$160M in annual
R&D since FY2019 and ~$100M share buybacks since FY2021, the company remains committed to
long-term value creation. Consecutive EPS beats since Q3 2023, even amid soft revenue, highlight
strong operational focus and IP leverage.
3) Sustainable Cash Generation: Expanding gross, EBITDA, and net income margins, along with
consistent annual growth in total assets while operating expenses like SG&A have remained steady,
despite headcount growth, reflects their disciplined cost management.
4) Fortress Balance Sheet Captures AI Tailwind: Rambus’s strategic move to a zero-debt
balance sheet by Q1 2023 was perfectly timed. This financial strength provided the foundation to
fully capitalize on the AI infrastructure boom, directly fueling a record $94.4 million in operating
cash flow in the most recent quarter.
5) A dream leadership team of semiconductor veterans: The executive team is fundamentally
driven by engineering and deep semiconductor expertise, with the CEO, COO, and key SVPs all
holding advanced engineering degrees. A noticeable amount of executives had high-level work
experiences with IDT (later acquired by Renesas), one of their direct competitors.
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Rambus Inc. is a leading supplier of memory interface chips for data centers, currently capturing
approximately 40-50% market share in DDR5, and a premier licensor of semiconductor intellectual
property (IP). As of July 31, 2025, the company's years of continuous product innovations in DDR5
have secured its cash flow through renewed contracts lasting between 5 and 10 years with major
semiconductor players, including Samsung, SK Hynix, and Micron during the 2022-2024 period.

Rambus currently trades at 24.9x EV/EBITDA and 34.0x P/E, which are significantly below their
selected peers at an average of 62.0x and 39.4x, respectively. Additionally, some other highlight
metrics, such as TTM free cash flow-to-sales at 44% (comps average: 22.6%) and EBIT margin at
35.7% (comps average: 24.8%), show Rambus’ superior effective internal management. With a
zero-debt balance sheet, a strengthening operating cash flow trend, consistent share repurchases
since 2021, and limited tariff exposure, we view Rambus as fundamentally well-positioned.
Therefore, we issue a BUY rating for Rambus with a one-year investment horizon.

Executive Summary 
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DCF Value Estimate
25.11 USD

NASDAQ: RMBS

RAMBUS INC.

EV/EBITDA
24.91x
July 30, 2025

Beta
1.24
July 30, 2025

YTD Price Growth
42.05%
July 30, 2025

3Y Revenue Growth
19.24%
July 30, 2025

Market Cap
8.06B USD
July 30, 2025

Relative Valuation
120.66 USD
July 30, 2025

Price/Earnings 
34.63x
July 30, 2025

Target Price

95.00 USD
Last Closing Price (30 July, 2025)

75.09 USD

Rambus Highlight Metrics & Lines, FY2019 - FY2024
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Valuation Price: $73.79
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CEO - Luc Seraphin:
He has over 30 years of experience managing global businesses. Prior to his current role, he was the senior vice president and general manager of the Memory and Interface
Division at Rambus. Before joining Rambus, he held several senior positions at Agere Systems, culminating as executive vice president and general manager of the Wireless
Business Unit. He also served as general manager of a GPS startup and vice president of Worldwide Sales and Support at Sequans Communications.
EVP & COO - Sean Fan:
He has over two decades of experience in the semiconductor industry. Before Rambus, he was a corporate vice president and general manager at Renesas Electronics, leading
the datacenter business unit. He also held various senior executive roles at Integrated Device Technology (IDT) for over 19 years, where he was instrumental in building
several market-leading semiconductor product lines from the ground up.
Charles Kissner - Chairman of the Board:
Served as Chairman and CEO for multiple tech companies, including Stratex Networks (over 10 years), Aviat Networks, and Chairman of ShoreTel (which was acquired by
Mitel). His early career included executive roles at AT&T and Fujitsu.
Meera Rao - Board of Directors Member:
A financial expert who chairs the Audit Committee. Most recently served as the Chief Financial Officer (CFO) at Monolithic Power Systems (Rambus direct competitor). Her
deep finance career includes senior roles at industry giants NVIDIA and AMD.
Dr. Necip Sayiner - Board of Directors Member:
A highly technical CEO with a Ph.D. in Electrical Engineering and a track record of leading semiconductor companies: Served as President and CEO of Intersil, leading it until its
successful acquisition by Renesas. He was also President and CEO of Silicon Laboratories. Has also served as Chairman of the Semiconductor Industry Association (SIA).

Base Case: assumes the revenue grows at 12.9%, which is slightly in line with the average five-year CAGR of 20.85% since 2021. It also expects Rambus to improve its
adjusted EBITDA margin from 47.90% in FY2024 to 51.4% by FY2027, while maintaining a steady free cash flow margin of 37.3% over the next three years. Applying a
conservative growth multiple of 25x (current 24.9x vs. comp group average of ~61x) on FY27 base case EBITDA suggests a 35% upside or 21% IRR.
Bull Case: assumes the revenue grows at 19%, which is in line with their historical CAGR of 17.27% since 1992 due to continuous AI/LLM infrastructure demand and favorable
macro conditions. It also assumes Rambus will deliver its surprising adjusted EBITDA margin result of 55% through effective internal management in FY2027, a 4% increase
compared to the base case, while the free cash flow margin will be at 45%. Applying an aggressive multiple of 30x on FY27 bull case EBITDA suggests a 99% upside or 26% IRR.
Bear Case: assumes topline slows due to semiconductor cyclicality when CapEx from hyperscalers like the Magnificent 7 cools or if the US economy takes a hit, as indicated by
recent declining nonfarm payrolls data in July or residential investment from the Q2 2025 GDP report due to the Trump administration's tariffs. The 3-year growth will be
almost half of the base case and all of the assumed margins such as adj. EBITDA or FCF will be back to the FY2023 when the whole tech industry faced a big headwind.
Relative Valatuation: Rambus's valuation multiples (EV/EBITDA, P/E ratios) are below the average of selected competitors, indicating better internal financial management
with higher EBIT margin and FCF yield. In the base case, a 30x valuation is expected due to unpriced market hype and anticipated positive sentiment over the next three years,
as Rambus has historically traded at a discount compared to its peers.

DCF & Relative Valuation Snapshot Last update: August 6, 2025
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Risks
1) A slowdown in R&D could lead to a loss of market leadership position: When analyzing
Rambus’s active and pending patents from 10Q forms since 2020, we noticed a significant decrease
in total patents by Q3 2023. This drop could be linked to their PHY IP divestiture to competitor
Cadence. Moreover, the trend of declining pending patents is concerning, especially since their
recent Q2 2025 report indicates only 506 pending patents, the lowest figure since Q1 2020. This
may suggest potential challenges in keeping pace with the AI trend.
2) Intense Competition from Larger Players: In the Silicon IP market, Rambus faces formidable
competition from much larger, more diversified electronic design automation (EDA) and IP
providers like Synopsys and Cadence. These competitors have greater financial resources and can
bundle IP products, creating significant pricing pressure on Rambus designs.
3) Higher Niche, Higher Risks: not only is their revenue concentrated in a handful of clients (top
5 customers account for 62% in FY2024), but their primary target market is B2B data centers, unlike
Samsung or SK Hynix, serving both B2B and consumer markets. Moreover, the business model is
heavily reliant on a cyclical patent portfolio with finite lifespans and uncertain licensing renewals.
4) Pace of Technology Adoption: The investment thesis relies heavily on the industry's transition
to new standards like DDR5 and, in the future, CXL. If this adoption occurs slower than anticipated
due to cost, technical challenges, or customers extending the life of older technologies, Rambus's
forecasted revenue growth could be delayed or diminished.
5) Unfavourable Macro Conditions: uncertainty in Trump trade policies led to a ~38% drop
in Rambus stock from February to April 2025. Recent economic data shows slowing nonfarm
payrolls (73k vs. 110k estimated), a decline in residential investment (-4.6% in Q2), and reduced
final sales to private domestic purchasers (1.2% down from 1.9% in Q1). Current high core PCE
inflation at 2.1% above the central bank target in July may keep interest rates stubbornly in the
4.25-4.5% range. Although Rambus isn’t directly affected by interest rates on their zero-debt
balance sheet, heightened fear sentiment could lead to another stock price crash.
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Financial Modelling
Modelling Summary

Sensitivity Table - Exit EBITDA Multiple

Sensitivity Table - Long Term Growth Rate
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