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MARKET DATA

52 Week Range
ADT - 3 month
Market Cap (mm)
Shares Out (mm)
Float (mm)

EARNINGS DATA
Earnings Per Share (FD Operating)
FY-Feb FY09A FY10E FY11E
1Q $0.84 $0.98 $1.28
2Q $0.86 $1.03 $1.35
3Q $0.83 $1.10 $1.38
4Q $0.90 $1.28 $1.51
FY $3.44 $4.38 $5.52
Prior EPS $4.38 $5.52
PE 21.4x 16.7x 13.3x

FINANCIAL DATA
FY-Feb FY09A FY10E FY11E
Sales (mm) $11,065 $15,176 $18,994
Y/Y growth 84% 37% 25%
FCF/share $1.08 $3.39 $3.64
FCF Yield 1.5% 4.6% 5.0%
EBIT% 25% 23% 23%
ROIC 83% 67% 64%
ROE 40% 37% 34%
Debt/Capital 0% 0% 0%
BV/Share $10.26 $13.46 $18.98

BALANCE SHEET
(mm) Nov-09
Net Cash $2,409
Net Cash/Share $4.22
Inventory $613
Current Assets $5,574
PPE, net $1,844
Intang/Goodwill $1,506
Total Assets $9,704
Current Liabilities $2,752
Total Debt $0
Total Liabilities $2,884
Shareholders Equity $6,820
Financial data in million unless otherwise stated

$35.05-$88.08
15,422,075

501

$41,900
571

 

Driving BlackBerry Units and ASP Mainstream, 
Especially Internationally; Reiterate 1*/Buy 
 
Summary and Recommendation 
In a sea of iPhone wannabes, we continue to see RIMM carving out a unique 
competitive niche by leveraging its core strengths in messaging and increasingly 
aggressive pricing across a broad swath of SKUs.  BlackBerry doesn’t need to 
dominate the smartphone market, just peel off its fair share.  We continue to 
estimate FY11 revs $19.0B (+25%Y/Y) and EPS $5.52 (+26%Y/Y) (consensus 
$18.5B/$5.10), driven by +35%Y/Y Unit growth to 50mm; with our model 
implying Apple’s (AAPL, 1*/Buy) iPhone, Android and BlackBerry ALL grow, 
and RIMM simply increases its share of overall cell-phones from 3% in CY09 to 
4% in CY11, where legacy voice-centric incumbents remain the real losers. 
 
Key Points 
• Higher units at lower ASP seems a trend likely to continue.  RIMM reports 

Feb-qtr (FQ4) results Mar 31 and we expect revs/EPS at least as solid as our 
$4.30B (+24%Y/Y) and $1.28 (+41%Y/Y) (consensus $4.29B/$1.27) with the 
prospect for 100’s of k’s upside to our 11.0mm Unit est (+9%Q/Q, +41%Y/Y; 
10.6-11.2mm guide) driven by particularly strong demand for the low-cost 
8500-series AND high-end Bold 9700, offset by a few $ downside to $320 
ASP guide (flattish Q/Q; -14%Y/Y).  We model GM +70bps Q/Q to 43.4% in 
line w/ 43.5% guide, w/ 8520 upside non-dilutive as RIMM’s first platform 
expressly cost-optimized from the get-go (still EDGE-based, lower resolution 
LCD/camera, no GPS, cheaper packaging).  We calc more intang amortization 
cuts GM 80bps Y/Y but assume lower associated IP costs makes that a wash. 

• New product cycles over the next few months should include a refreshed 
Tour 2 and 3G Pearl, long-awaited QWERTY+touchscreen Bold and perhaps 
slide-out keyboard Storm, though most significant being RIMM’s revamped 
web browser via the same open-source WebKit engine as Apple, Google, etc. 

• International taking over from Consumer as top-of-mind growth driver.  
While we think “consumer” was top-of-mind for RIMM through 2007-09 
(e.g., BIS drove >80% of CY09’s net adds and now make up >60% of 
BlackBerry subscriber base), we think “international” now takes over as the 
leading mantra, with our forecast that int’l (34% of FY10E revs) accounts for 
>60% of RIMM’s overall FY11E revs growth, driven by Europe and Latin 
America, with China starting to offer wildcard upside by late CY10.   

• A pressure not going away, we do see carriers trying to cut Services 
ARPU but RIMM still an alternative to network congestion and looking 
to make it up on volume.  We believe a rising chorus of carriers keeps 
hoping to reduce monthly rates to RIMM, feeling competitive options have 
improved, but with RIMM at least able to stress the bandwidth savings of its 
high-efficiency architecture (esp w/ carriers pressured by network traffic 
congestion, not to mention users we see inevitability hit by usage-based 
pricing) and driving higher units to amortize more subs over fixed-cost/capex.   

• Reiterate 1*/Buy and $95 price target, or 18x our CY10E EPS. 
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We believe RIMM continues to design and price to drive its full-fledged BlackBerry smartphones into formerly 
mainstream feature-phone markets, going for UNITS and net adds through a diversified portfolio of SKUs priced 
$150 through $450.  And while we think “consumer” was top-of-mind for RIMM through 2007-09 (e.g., Consumer/BIS 
drove >80% of CY09’s net adds and now make up >60% of BlackBerry’s subscriber base), we think “international” is now 
taking over as the leading mantra.  International accounted for 37% of RIMM’s Nov-09 qtr revenue mix (up from 32% in 
Nov-08) and 49% of all Y/Y growth and we expect this uptrend can continue through CY10, driven by both Western Europe 
and Latin America, with China then offering some wildcard upside by late 2HCY10 if RIMM is able to gain traction from its 
new deepening collaboration with China Mobile and relationship with China Telecom.  We forecast international driving 
>60% of RIMM’s overall FY11E revs growth.   
 
BlackBerry Subscriber Base/Growth by Market 
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Source: Company documents and Caris & Company estimates. 
 
The U.S. likely proves a tougher comp this year, given RIMM’s already-high shelf space at Verizon and Apple starting to 
make some enterprise inroads.  Specifically, we do see instances of iPhone making real traction into the enterprise market, 
with Apple benefiting from growing end-customer demand PULL, combined with support we’ve witnessed from carriers’ 
own enterprise sales teams and an exploding list of third-party software/tech/services vendors.  This said, given RIMM’s 
still-dominant BES installed base and unique competitive advantages from end-to-end security through mature enterprise 
software/services hooks and channels, we continue to expect an ultimate rebound in RIMM’s core enterprise markets as the 
broader recovery we believe has already started taking shape in enterprise server/storage IT spending translates into 
BlackBerry enterprise refresh, something we consider a “when not if.”  Indeed, we believe the strong momentum RIMM has 
seen (and we believe continues to see) for its newest top-of-the-line Bold 9700 (“Bold 2”), refreshed in Nov-09, likely 
reflects at least some enterprise restart already in early innings. 
 
BlackBerry ASPs Split the Cell-Phone Market Between Nokia, Samsung Mainstream vs. Premium iPhone 
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Source: Company documents and Caris & Company estimates. 
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New Product Cycles through CY10 including Improved Browser.  We expect a series of new product cycles over the next 
few months, including a refreshed Tour 2 (touchpad vs. trackball and adding WiFi) and 3G Pearl 9100, while a bigger splash 
could follow on with the potential for RIMM’s long-awaited QWERTY+Touchscreen HYBRID Bold (Dakota/Magnum) and 
then possibility of a Storm with slide-out keyboard.  Perhaps more significant, we also see 2HCY10 benefiting from the 
rollout of RIMM’s revamped web browser, following its acquisition of Torch Mobile back in Aug-09, with development 
teams we believe have already been well integrated and RIMM recently showing previews in Barcelona.  Built on the same 
open-source WebKit layout/rendering engine used by Apple/iPhone’s Safari, Google/Android’s Chrome, Nokia and Palm, we 
expect BlackBerry users to finally have a good browser, closing one of RIMM’s only glaring competitive gaps. 
 
In a sea of iPhone browsing wannabes, we think RIMM’s core messaging platform offers distinct competitive 
differentiation.  We don’t think BlackBerry needs to dominate the smartphone market, just carve out a nice fat profitable 
slice.  In contrast to iPhone, Android and the multitude of iPhone wannabes all focused on BROWSING and APPS, we 
believe RIMM continues to peel off its own niche as a best-of-breed MESSAGING platform.  While we believe Apple has 
clearly set the gold-standard for smartphone browsing/apps (both through its iPhone UI/development platform and closed-
loop iTunes/App Store ecosystem), we nevertheless believe RIMM’s core messaging strengths continue to hold merit, 
particularly with many of today’s most critical apps continuing in messaging vs. browsing (i.e,. don’t just think email but 
Facebook, Twitter, etc.), where we believe RIMM remains a good fit.  Indeed, RIMM is now talking about BlackBerry 
“super apps,” a cheesy name to be sure, but effectively outlining an approach to target quality over quantity.  Perhaps in part 
simply a defensive response to BlackBerry’s ~6K apps vs. iPhone’s avalanche of >150k, we nevertheless do see this in 
keeping with RIMM’s posture to date, leveraging its legacy as the gold-standard in email (probably the greatest “super app” 
of all time).  RIMM sees super apps as high-utility applications that can be seamlessly integrated with its core messaging 
platform, offering developers an increasingly rich set of APIs (which we think RIMM is at least getting better at), leveraging 
the BlackBerry’s multithreaded OS, built-in security and push delivery. 
 
RIMM Financial Trends/Forecast 
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Source: Company documents and Caris & Company estimates. 
 
We see Service ARPU (currently ~$5.50/month) under pressure from carriers, but believe 1) increasing network 
congestion only amplifies the value of RIMM’s uniquely efficient NOC architecture and 2) RIMM is looking to “make 
it up on volume.”  While we believe carriers have ALWAYS resented paying RIMM a share of monthly service fees (who’s 
kidding who, carriers always feel THEY represent all the value), we do nevertheless believe there’s a rising chorus of carriers 
trying to reduce those rates, feeling their competitive options have improved.  We see this leaving RIMM to stress two 
defenses:   
 
1) Enabling operators to monetize the true bandwidth savings they get from RIMM’s ultra-efficient network, the value of 
which is only amplified as available network capacity becomes increasingly congested by the exponential growth in per-user 
data usage (i.e., growing smartphone penetration x each smartphone using higher-bandwidth applications (browsing, 
attachments, maps, video, etc.)).  BlackBerry’s unique underlying network operations center (NOC) and relay architecture, 
use of highly efficient proxy, rendering, protocol and compression technologies, literally means it communicates fewer actual 
bytes over the wireless network vs. competing approaches, reducing network data loading for carriers to the point where they 
can support as many as >10X more emails and 3X more web browsing sessions per BlackBerry user vs. competing platforms.  
And, for BlackBerry USERS, themselves, we expect RIMM’s more efficient use of spectrum to take on even greater meaning 
as carriers inevitably move to more variable/usage-based pricing of data plans. 
 
2) We also expect RIMM to look to offset declining ARPU by “making it up on volume,” selling more lower-cost handsets to 
better leverage its fixed-cost NOC infrastructure.  For example, we expect the Feb-qtr to show another of upside from 
RIMM’s first specifically low-cost-optimized Curve 8520, which has been selling like hotcakes since its Aug-09 launch, 
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especially internationally (well-suited to tiered/prepaid packages), and joined since Nov-09 by the CDMA-version 8530.  
And while we think the 8520’s success may have pushed RIMM’s ASP a few $ below its guided $320 (i.e., flattish Q/Q, 
down 14%Y/Y), we believe volumes have ALSO been UPSIDING for the refreshed Bold 9700 which should have provided 
some favorable ASP offset in its first full qtr.  We believe RIMM’s “land grab” strategy continues to be appropriate at this 
still-early stage of smartphone adoption, since attracting users to a particular “software platform” (BlackBerry vs. iPhone vs. 
Android vs. Symbian vs. Windows vs. Palm.) has much more stickiness in smartphones than legacy handset sales that were 
primarily transactional/transient.  Moreover, it enables RIMM to amortize as many users as possible over its fixed-cost NOC 
infrastructure (and associated capex). 
 
Smartphone Market Forecast/Summary 

2007 2008 2009 2010E 2011E
WW Units (mm)
Total Mobile Handset Market 1,150 1,213 1,146 1,271 1,415
Smartphone Market 122 139 177 230 293
Nokia total 437 468 432 475 512
Nokia smartphone 60 61 68 78 89
Samsung 161 196 227 261 290
BlackBerry 11 23 34 47 58
iPhone 4 14 25 40 54

Y/Y Growth
Total Mobile Handset Market 16% 6% -6% 11% 11%
Smartphone Market 53% 14% 27% 30% 27%
BlackBerry 108% 98% 51% 40% 23%
iPhone -                       269% 84% 57% 37%

Share of All Mobile Handsets
Smartphones as % 10.6% 11.5% 15.4% 18.1% 20.7%
BlackBerry 1.0% 1.9% 3.0% 3.7% 4.1%
iPhone 0.3% 1.1% 2.2% 3.1% 3.8%

Share of Smartphones
BlackBerry 9.4% 16.2% 19.2% 20.6% 19.9%
iPhone 3.0% 9.8% 14.2% 17.2% 18.5%  
Source: Some historical Gartner data, company documents and Caris & Company estimates. 
 
 
RIMM Valuation: Our $95 price target is based on a multiple of 18x CY10E EPS.   
 
RIMM Risks:  Risks include weak global communications, IT and consumer markets, competitive smartphone entrants, 
pricing and gross margin pressures. 
 



Hardware 

 5 
CARIS & COMPANY   NEW YORK · DEL MAR · SAN FRANCISCO · BOSTON · MEMBER FINRA/SIPC

Research In Motion - Income Statement
($ in millions)

2010E 2011E
FY FY Q1 Q2 Q3 Q4E FY Q1E Q2E Q3E Q4E FY FY

2008 2009 May-09 Aug-09 Nov-09 Feb-10 2010E May-10 Aug-10 Nov-10 Feb-11 2011E 2012E

Revenue $6,009 $11,065 $3,424 $3,526 $3,924 $4,303 $15,176 $4,374 $4,630 $4,792 $5,198 $18,994 $21,756
Cost of sales 2,929 5,968 1,932 1,971 2,249 2,437 8,589 2,465 2,604 2,722 2,964 10,756 12,365
Gross profit 3,081 5,097 1,492 1,554 1,675 1,866 6,587 1,909 2,026 2,070 2,234 8,238 9,391

R & D 360 685 220 236 242 263 961 294 319 329 338 1,280 1,466
S G & A 881 1,496 418 430 466 510 1,823 529 557 569 616 2,272 2,602
Amoritzation 108 195 67 73 83 87 311 92 97 102 102 393 458
Operating expenses 1,349 2,375 705 739 791 860 3,095 915 973 999 1,056 3,944 4,526
Operating income $1,731 $2,722 $786 $816 $884 $1,006 $3,493 $993 $1,053 $1,071 $1,177 $4,294 $4,865
Interest, other inc/(exp) 79 78 9 8 6 6 29 6 7 7 8 27 35

Pretax income 1,811 2,800 796 823 891 1,012 3,522 999 1,059 1,078 1,185 4,321 4,900
Taxes 517 827 231 235 262 299 1,027 285 302 307 338 1,231 1,396

Net income $1,294 $1,974 $564 $588 $628 $714 $2,495 $715 $757 $771 $847 $3,089 $3,503
Options exp included 33 38 13 13 16 16 58 17 17 18 18 69 77
Net inc ex-options 1,327 2,012 577 601 644 730 2,553 731 774 788 865 3,158 3,580
Extraordinary items -             (81)         79          (113)      -           -           (34)       -           -           -             -             -           -           
Net inc (reported) 1,294 1,893 643 476 628 714 2,461 715 757 771 847 3,089 3,503

EPS (operating) $2.26 $3.44 $0.98 $1.03 $1.10 $1.28 $4.38 $1.28 $1.35 $1.38 $1.51 $5.52 $6.26
EPS (ex options) $2.32 $3.50 $1.01 $1.05 $1.13 $1.30 $4.48 $1.31 $1.38 $1.41 $1.55 $5.64 $6.40
EPS (GAAP reported) $2.26 $3.30 $1.12 $0.83 $1.10 $1.28 $4.32 $1.28 $1.35 $1.38 $1.51 $5.52 $6.26

Shares o/s, diluted 573 574 573 574 571 560 569 560 560 560 560 560 560

% of Sales:
Gross margin 51.3% 46.1% 43.6% 44.1% 42.7% 43.4% 43.4% 43.6% 43.8% 43.2% 43.0% 43.4% 43.2%
R & D 6.0% 6.2% 6.4% 6.7% 6.2% 6.1% 6.3% 6.7% 6.9% 6.9% 6.5% 6.7% 6.7%
S G & A 14.7% 13.5% 12.2% 12.2% 11.9% 11.9% 12.0% 12.1% 12.0% 11.9% 11.9% 12.0% 12.0%
Operating expenses 22.5% 21.5% 20.6% 20.9% 20.2% 20.0% 20.4% 20.9% 21.0% 20.9% 20.3% 20.8% 20.8%
Operating margin 28.8% 24.6% 23.0% 23.1% 22.5% 23.4% 23.0% 22.7% 22.7% 22.3% 22.6% 22.6% 22.4%
Pretax margin 30.1% 25.3% 23.2% 23.4% 22.7% 23.5% 23.2% 22.8% 22.9% 22.5% 22.8% 22.7% 22.5%
Tax rate 28.5% 29.5% 29.1% 28.5% 29.4% 29.5% 29.2% 28.5% 28.5% 28.5% 28.5% 28.5% 28.5%
Net margin 21.5% 17.8% 16.5% 16.7% 16.0% 16.6% 16.4% 16.3% 16.4% 16.1% 16.3% 16.3% 16.1%

Yr/Yr % Change:
Revenue 98% 84% 53% 37% 41% 24% 37% 28% 31% 22% 21% 25% 15%
Operating income 115% 57% 22% 16% 38% 37% 28% 26% 29% 21% 17% 23% 13%
EPS 104% 52% 17% 19% 32% 41% 27% 30% 32% 25% 19% 26% 13%

Q/Q % Change:
Revenue -1% 3% 11% 10% 2% 6% 4% 8%
EPS 9% 4% 7% 16% 0% 6% 2% 10%

Calendar Year CY08  CY09 CY10E CY11E
Revenue $9,485 $14,337 $18,098 $21,153
Y/Y 88% 51% 26% 17%
EPS $3.25 $4.02 $5.28 $6.14
Y/Y 74% 23% 32% 16%

Street consensus (FactSet):
Revs ($B) $4.30 $15.15 $4.31 $4.46 $4.73 $4.99 $18.54 $21.06
EPS $1.27 $4.38 $1.22 $1.25 $1.31 $1.38 $5.10 $5.39

Company guidance:
Revs ($B) $4.2-$4.4B
GM 43.5%
Opex +8-9%Q/Q
EPS $1.23-$1.31

Source: Company documents and Caris & Company estimates.  
 



Hardware 

6   
CARIS & COMPANY   NEW YORK · DEL MAR · SAN FRANCISCO · BOSTON · MEMBER FINRA/SIPC

RIMM - Revenue Analysis
2010E 2011E

FY FY Q1 Q2 Q3 Q4E FY Q1E Q2E Q3E Q4E FY FY
2008 2009 May-09 Aug-09 Nov-09 Feb-10 2010E May-10 Aug-10 Nov-10 Feb-11 2011E 2012E

Revenue ($mm) $6,009 $11,065 $3,424 $3,526 $3,924 $4,303 $15,176 $4,374 $4,630 $4,792 $5,198 $18,994 $21,756
Hardware $4,769 $9,090 $2,788 $2,866 $3,207 $3,523 $12,384 $3,539 $3,737 $3,845 $4,195 $15,317 $17,351
Units (mm) 13.8 26.0 7.8 8.3 10.1 11.0 37.2 11.4 12.0 13.0 13.9 50.4 60.8
ASP ($) $346 $349 $357 $345 $317 $320 $332 $310 $310 $295 $301 $304 $286

Service $861 $1,403 $451 $501 $567 $622 $2,140 $676 $730 $782 $830 $3,017 $3,703
Net Sub Adds (mm) 6.5 11.4 3.8 3.8 4.4 4.6 16.6 4.6 4.6 4.8 4.4 18.4 17.0

New Activation (mm) 11.9 21.5 7.3 7.9 9.0 10.0 34.2 10.4 11.0 11.9 12.8 46.1 55.7
ChannelFill/PhoneOnly 1.9 4.5 0.5 0.4 1.1 1.0 3.0 1.0 1.0 1.1 1.2 4.4 5.1
Replacements (mm) 5.4 10.1 3.5 4.1 4.6 5.4 17.6 5.8 6.4 7.1 8.3 27.6 38.7
-as % sub-base 14% 14% 14% 15% 14% 14% 14% 15%

Sub-base churn 7.3 14.6 4.0 4.5 5.7 6.1 20.3 7.0 7.6 8.4 9.0 31.9 42.6
-as % Total Subs 14% 14% 16% 15% 15% 15% 15% 15%
-as % Subs 2Yrs Ago 61% 62% 71% 68% 70% 70% 71% 71%
Total Subs (mm) 14.3 25.2 28.5 32.0 36.0 40.6 40.6 45.2 49.8 54.6 59.0 59.0 76.0

BES/Enterprise 8.9 12.8 13.0 13.4 13.7 14.6 14.6 15.4 16.2 17.1 17.9 17.9 20.9
% BES/Enterprise 62% 51% 46% 42% 38% 36% 36% 34% 33% 31% 30% 30% 27%
BIS/Consumer 5.4 12.4 15.5 18.6 22.3 26.0 26.0 29.8 33.5 37.5 41.1 41.1 55.1
% BIS/Consumer 38% 49% 54% 58% 62% 64% 64% 66% 67% 69% 70% 70% 73%
N.Amer subs 9.5 16.9 19.1 21.1 23.4 26.3 26.3 29.1 31.8 34.8 37.4 37.4 47.2
% N.Amer 67% 67% 67% 66% 65% 65% 65% 64% 64% 64% 63% 63% 62%
Int'l subs 4.8 8.3 9.4 10.9 12.6 14.3 14.3 16.1 17.9 19.8 21.7 21.7 28.8
% Int'l 33% 33% 33% 34% 35% 35% 35% 36% 36% 36% 37% 37% 38%

ARPU ($) Monthly $6.40 $5.91 $5.59 $5.52 $5.56 $5.42 $5.42 $5.26 $5.12 $5.00 $4.87 $5.05 $4.57
ARPU ($) Qtrly $19.19 $17.74 $16.78 $16.55 $16.67 $16.25 $16.27 $15.77 $15.37 $14.99 $14.61 $15.15 $13.72
Software $234 $252 $62 $61 $67 $70 $261 $71 $73 $74 $77 $294 $313
Other $146 $321 $123 $98 $83 $87 $391 $88 $90 $91 $96 $365 $389
Yr/Yr % Change 98% 84% 53% 37% 41% 24% 37% 28% 31% 22% 21% 25% 15%

North America 100% 98% 52% 25% 30% 13% 28% 15% 15% 15% 13% 15% 10%
International 93% 57% 55% 76% 64% 49% 59% 56% 69% 34% 34% 46% 21%

Hardware 115% 91% 52% 35% 42% 22% 36% 27% 30% 20% 19% 24% 13%
Units (mm) 115% 89% 45% 35% 51% 41% 43% 46% 45% 29% 27% 35% 20%
ASP ($) 0% 1% 5% 0% -6% -14% -5% -13% -10% -7% -6% -9% -6%

Service 53% 63% 54% 50% 57% 50% 53% 50% 46% 38% 33% 41% 23%
Net Sub Adds (mm) 99% 76% 65% 46% 69% 17% 45% 22% 20% 10% -3% 11% -8%

BES/Enterprise 45% 29% -18% -38% -24% -30% -28% 9% 27% 10% -3% 10% -10%
BIS/Consumer 216% 123% 122% 102% 131% 37% 88% 25% 18% 10% -3% 12% -8%

Total Subs (mm) 77% 76% 71% 71% 69% 61% 61% 59% 55% 52% 45% 45% 29%
BES/Enterprise 50% 44% 30% 23% 17% 14% 14% 18% 21% 24% 23% 23% 17%
BIS/Consumer 149% 129% 133% 138% 132% 109% 109% 92% 80% 68% 58% 58% 34%
N.Amer subs 64% 77% 71% 69% 66% 55% 55% 52% 51% 49% 42% 42% 26%
Int'l subs 111% 74% 71% 76% 74% 72% 72% 72% 65% 57% 51% 51% 33%

ARPU ($) Monthly -11% -8% -11% -12% -8% -9% -8% -6% -7% -10% -10% -7% -9%
ARPU ($) Qtrly -11% -8% -11% -12% -8% -9% -8% -6% -7% -10% -10% -7% -9%

Software 35% 7% -6% -6% 8% 20% 3% 13% 20% 10% 9% 13% 7%
Other 66% 120% 171% 56% -22% -17% 22% -29% -8% 10% 9% -7% 7%

Q/Q % Change -1% 3% 11% 10% 2% 6% 4% 8%
Hardware -3% 3% 12% 10% 0% 6% 3% 9%
Units (mm) 0% 6% 21% 9% 4% 6% 8% 7%
ASP ($) -4% -3% -8% 1% -3% 0% -5% 2%

Service 9% 11% 13% 10% 9% 8% 7% 6%
Net Sub Adds (mm) -3% 0% 16% 4% 1% -1% 6% -8%
Total Subs (mm) 13% 12% 13% 13% 11% 10% 10% 8%
ARPU ($) Monthly -6% -1% 1% -3% -3% -3% -3% -3%
ARPU ($) Qtrly -6% -1% 1% -3% -3% -3% -3% -3%

Software 6% -3% 11% 5% 0% 3% 1% 5%
Other 16% -20% -15% 5% 0% 3% 1% 5%

% of Revenue
North America 66% 71% 70% 70% 63% 63% 66% 63% 62% 60% 59% 61% 58%
International 34% 29% 30% 30% 37% 37% 34% 37% 38% 40% 41% 39% 42%

Hardware 79% 82% 81% 81% 82% 82% 82% 81% 81% 80% 81% 81% 80%
Service 14% 13% 13% 14% 14% 14% 14% 15% 16% 16% 16% 16% 17%
Software 4% 2% 2% 2% 2% 2% 2% 2% 2% 2% 1% 2% 1%
Other 2% 3% 4% 3% 2% 2% 3% 2% 2% 2% 2% 2% 2%

Gross Margin (%) 51.3% 46.1% 43.6% 44.1% 42.7% 43.4% 43.4% 43.6% 43.8% 43.2% 43.0% 43.4% 43.2%
Hardware 43% 38% 35% 36% 34% 35% 35% 35% 35% 34% 34% 34% 33%
Service 83% 84% 83% 84% 84% 84% 84% 84% 84% 84% 84% 84% 84%
Software 88% 88% 87% 87% 87% 87% 87% 87% 87% 87% 87% 87% 87%
Other 65% 68% 65% 60% 60% 60% 62% 60% 60% 60% 60% 60% 60%

Source: Company documents and Caris & Company estimates.  
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RIMM - Balance Sheet
($ in millions)

2009 2010E 2011E
Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4E Q1E Q2E Q3E Q4E

May-08 Aug-08 Nov-08 Feb-09 May-09 Aug-09 Nov-09 Feb-10 May-10 Aug-10 Nov-10 Feb-11
Assets

Cash and equiv. $984 $1,131 $1,102 $836 $1,135 $1,083 $1,286 $1,704 $2,090 $2,573 $3,221 $3,739
Short-term investments 392 422 574 683 620 581 341 341 341 341 341 341
Accounts receivable 1,526 1,885 1,935 2,270 2,555 2,613 2,922 3,204 3,257 3,448 3,569 3,871
Inventory 462 513 599 682 634 573 613 739 676 787 774 924
Other 268 263 329 371 405 365 411 451 458 485 502 545

Total current assets 3,631 4,214 4,538 4,842 5,349 5,215 5,574 6,440 6,823 7,634 8,407 9,419

LT Investments 700 686 813 721 664 834 781 781 781 781 781 781
PP&E, net 861 1,006 1,147 1,335 1,509 1,737 1,844 1,940 2,037 2,138 2,245 2,335
Intangibles, Goodwill 665 984 1,167 1,204 1,313 1,438 1,506 1,506 1,506 1,506 1,506 1,506
Other 5 3 0 0 0 0 0 0 0 0 0 0

Total assets $5,863 $6,893 $7,665 $8,101 $8,835 $9,224 $9,704 $10,666 $11,146 $12,059 $12,939 $14,041

Liabilities & Stockholder Equity

Accounts payable $303 $640 $614 $448 $613 $496 $815 $883 $849 $897 $938 $1,021
Accrued/other 972 1,142 1,546 1,613 1,589 1,604 1,867 2,047 1,847 1,955 2,023 2,195
Deferred revenue 52 60 56 54 64 67 70 70 70 70 70 70
Debt 7 7 6 0 0 0 0 0 0 0 0 0

Total current liabilities 1,334 1,849 2,222 2,115 2,266 2,167 2,752 3,000 2,766 2,922 3,031 3,286

Other 93 96 97 112 81 71 132 132 132 132 132 132
LT debt 0 0 0 0 0 0 0 0 0 0 0 0

Stockholders' equity 4,436 4,949 5,346 5,874 6,488 6,987 6,820 7,534 8,249 9,006 9,776 10,624

Total liab. & Stock. equity $5,863 $6,893 $7,665 $8,101 $8,835 $9,224 $9,704 $10,666 $11,146 $12,059 $12,939 $14,041

Employees (000) 9.5 10.6 11.7 12.8 13.4 14.0 14.6 15.2 15.7 16.1 16.6 17.1

Financial Ratios

Current Ratio 2.7 2.3 2.0 2.3 2.4 2.4 2.0 2.1 2.5 2.6 2.8 2.9
Debt/Equity 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0%
Debt/Total Capital 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0%
Book Value/Share $7.72 $8.61 $9.32 $10.26 $11.32 $12.18 $11.95 $13.46 $14.74 $16.09 $17.47 $18.98

Annualized Quarter

Rev./Employee (000) $945 $973 $951 $1,082 $1,022 $1,008 $1,076 $1,134 $1,118 $1,148 $1,154 $1,217
A/R Days Sales Out. 61 66 63 59 67 67 67 67 67 67 67 67
Inventory Turns 10 10 11 13 12 13 15 14 14 14 14 14
Days Inventory 35 35 33 28 31 28 24 25 26 25 26 26
A/P Days 25 45 37 19 29 23 33 33 31 31 31 31
Cash conv. cycle (days) 72 55 59 67 69 72 58 59 62 61 62 62
ROE 46% 42% 37% 37% 37% 35% 36% 40% 36% 35% 33% 33%
Return on Inv. Cap. (ROIC)* 101% 85% 78% 73% 66% 63% 65% 71% 65% 64% 62% 64%
* Excludes cash and investments in excess of 5% of annualized revenue.

Cash+Investments ($mm) $2,077 $2,240 $2,489 $2,239 $2,419 $2,498 $2,409 $2,827 $3,212 $3,695 $4,343 $4,861
Net Cash ($mm) $2,069 $2,233 $2,483 $2,239 $2,419 $2,498 $2,409 $2,827 $3,212 $3,695 $4,343 $4,861
Net Cash/Share $3.60 $3.88 $4.33 $3.91 $4.22 $4.35 $4.22 $5.05 $5.74 $6.60 $7.76 $8.69

Source: Company documents and Caris & Company estimates.
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RIMM - Cash Flow
($ in millions)

Fiscal Years Ending February
2007 2008 2009 2010E 2011E 2012E

Cash flows from operating activities:
Net income $632 $1,294 $1,893 $2,461 $3,089 $3,503
Depreciation & amortization 126 177 328 614 859 1,051
Non-recurring (gain), other 121 (34) 0 45 0 0

879 1,438 2,221 3,120 3,948 4,554
Working capital investment:

(Incr) in accounts receivable (263) (637) (1,020) (929) (667) (449)
(Incr) in inventories (121) (140) (286) (57) (185) (143)
Incr in accounts payable 48 141 177 435 138 73
Incr in other current liab. 203 789 410 449 148 53
(Incr) other assets and liab. (10) (14) (50) (61) (94) (63)

(143) 139 (769) (163) (660) (529)

Net cash provided by operating activities $736 $1,577 $1,452 $2,956 $3,289 $4,025
Free cash flow $482 $1,225 $618 $1,931 $2,034 $2,577

Cash flows from investing activities:
Capital expenditures (254) (352) (834) (1,026) (1,254) (1,447)
Net (purch) of Investments 66 (422) (254) 303 0 0
Intangibles acquisitions, other (176) (380) (736) (517) 0 0
Net cash (used in) investing activities ($365) ($1,154) ($1,824) ($1,240) ($1,254) ($1,447)

Cash flows from financing activities:
Net debt incr/(decr) (0) (0) (14) (6) 0 0
Net stock issue/(repurchase) (153) 81 40 (837) 0 0
Other 0 0 0 0 0 0
Net cash (used in) financing activities ($154) $80 $25 ($843) $0 $0

Exchange rate effect 0 4 (3) (4) 0 0
Net increase (decrease) in cash $218 $507 ($349) $869 $2,034 $2,577
Cash and equiv. at beginning of period 460 677 1,184 836 1,704 3,739
Cash and equiv. at end of period $677 $1,184 $836 $1,704 $3,739 $6,316

Fiscal:
Op Cash Flow/share $1.29 $2.75 $2.53 $5.19 $5.88 $7.19
FCFlow/share $0.84 $2.14 $1.08 $3.39 $3.64 $4.61
Calendar Year:
Op Cash Flow/share $2.01 $3.08 $4.46 $5.61 $6.96
FCFlow/share $1.45 $1.87 $2.71 $3.46 $4.49

Source: Company documents and Caris & Company estimates.
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Ratings Distribution Chart: 

Number of % of No. Provided % Provided
Ratings Ratings IB Services IB Services

77 57.04% 0 0.00%

Number of % of No. Provided % Provided
Ratings Ratings IB Services IB Services

45 33.33% 2 4.44%

Number of % of No. Provided % Provided
Ratings Ratings IB Services IB Services

13 9.63% 0 0.00%

Sell

Total Securit ies Rated
135

Buy

Hold/Neutral

 
 

First Call ratings are adapted to the above chart as follows: 1 & 2 = Buy, 3 = Hold/Neutral, 4 & 5 = Sell 
 

Ticker Rating Price Cap ($Bil) Date Analyst
AAPL 1/Buy $219.08 $198.66 3/8/2010 Robert Cihra

Companies mentioned in this report:

 
 
 
 
*Note: Caris & Company utilizes the First Call rating system when assigning ratings in equity research reports.  The following is a list of 
each numerical rating and its respective definition. 

1 Buy 
2 Above Average 
3 Average 
4 Below Average 
5 Sell 

 
 

 
 
Unless otherwise noted, stock prices reflected herein are the closing price through the business day immediately preceding the date of this report. 
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Analyst Certification 
 
The analyst responsible for the content of this publication, Robert Cihra, hereby certifies that the views expressed in this publication 
regarding the company or companies and their securities accurately represent that analyst’s personal views, and that no direct or indirect 
compensation is to be received by the analyst for any specific recommendation or views contained in this note. 
 
 
Other Important Disclosures 
 
The research analyst and/or research associate responsible for this report has received or will receive compensation based on various 
factors, including quality of research, investor client feedback, and the Firm's overall revenues, but not based on investment banking 
revenues. 
 
This information is not intended to be used as the primary basis for investment decisions. The information contained herein shall not be 
construed as an offer, or the solicitation of an offer to buy or sell any securities, products, or services. Because of individual client risk and 
return requirements and client investment constraints, this material should not be construed as advice designed to meet the particular needs 
of any investor. CRIS accepts no liability whatsoever for loss or damage of any sort arising out of use of all or part of this publication. 
 
This material is based on data obtained from sources considered to be reliable. Caris & Company (CRIS) makes every effort to use reliable, 
comprehensive information, however, we make no representation that it is accurate or complete and it should not be relied upon as such. 
Past performance is not necessarily a guide to future performance. Estimates of future performance are based on assumptions that may not 
be realized.  Any opinions expressed herein are subject to change and CRIS disclaims any obligation to advise you of any such change. 
 
The securities described herein may not be eligible for sale in all jurisdictions, or to any particular investors. Options, derivative products, 
and futures involve risk, and are not suitable for all investors. CRIS, its affiliates, their respective directors, officers, employees, or 
members of their families may have long or short positions in, and buy or sell, the equities or issues referred to herein, or options thereon. 
 
Neither the author of this report nor a member of his or her household maintains a position in the securities mentioned in this report. 
 
The firm has not provided any investment banking services for the companies mentioned in this report. 
 
Additional information on recommended securities is available upon request. 
  
Neither this report, nor any portion thereof may be reprinted, sold, or redistributed without the express written consent of Caris & 
Company, Inc. 
 
Copyright Caris & Company 2010 
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