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COMPANY STATISTICS: 
Market Cap (M): US$2337.3 
52-week Range: US$18.75 - 63.58 
 
EARNINGS SUMMARY: 
FYE DecFYE DecFYE DecFYE Dec    2010A2010A2010A2010A    2011E2011E2011E2011E    2012E2012E2012E2012E    2013E2013E2013E2013E    
P/Sales: 74.5x 49.1x 25.7x 11.5x 
P/E: NM NM 70.8x 19.3x 
      
Revenue:Revenue:Revenue:Revenue:    Q1 4.2 9.6A - - 
    Q2 8.4 11.3A - - 
    Q3 7.1 12.2 - - 
    Q4 10.8 13.4 - - 
Total  30.5 46.4 88.6 198.8 
EPS:EPS:EPS:EPS:    Q1 (0.08) (0.31)A - - 
    Q2 (0.12) 0.07A - - 
    Q3 (0.19) (0.01) - - 
    Q4 (0.08) 0.02 - - 
Total  (0.47) (0.19) 0.73 2.68 
 
SHARE PRICE PERFORMANCE:  

 
Source: Interactive Data Corporation 
 
COMPANY DESCRIPTION: 
Universal Display Corporation is engaged in the research 
and development and commercialization of organic light 
emitting diodes (OLED) technologies and materials for 
potential flat panel display and other applications. 
 
All amounts in US$ unless otherwise noted.  
 

Sustainability & CleanTech -- Energy & Power Technologies 

WHAT DID WE LEARN FROM THE 8-K? 
MAINTAIN HOLD AND $48 TARGET  
Investment recommendation 

We maintain our HOLD rating on PANL shares after the 
company’s filing of the 8-K after Friday’s close. While terms were 
omitted, it is clear that the Samsung deal is a license agreement 
with recurring payments over the next five years.  

Investment highlights 

• Based on the 8-K, it is clear the agreement is a license 
agreement with recurring payments every six months over 
the next five years.  

• Details were limited and are being kept to a few senior 
executives at both SMD and UDC. Both parties believe they 
prevailed in the terms of the agreement, none of which were 
disclosed in the 8K. 

• With Samsung signed, what is next? While details may 
become more apparent over the coming months, we do not 
suspect a rush of new licensees, which may limit upside of 
PANL shares in the near term. As such, we maintain our 
HOLD rating. 

Valuation 

We maintain our $48 price target, which is based on an 
approximate 15x multiple to our 2013 EPS estimate of $2.68 plus 
$7 per share in cash. 

 

http://www.canaccordgenuity.com/en/ODD/pages/disclosures.aspx
http://www.canaccordgenuity.com/en/ODD/pages/disclosures.aspx
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Investment risks 

The primary risk associated with PANL shares is the ability for PHOLEDs to 
become a commercially viable alternative to current CSTN and TFT-LCD FPD 
technologies. Since UDC's business model is based on licensing its Intellectual 
Property, the company is reliant upon the ability of its customers to 
commercialize OLED technology. Therefore, should UDC prove unsuccessful at 
signing additional agreements with key OEMs (Sony, Samsung SDI, Panasonic to 
name a few potential licensees) we would view this negatively. As an IP company, 
the invalidation of UDC's fundamental patents or the expiration of these patents is 
a risk. As a development stage company, near-term revenues will likely be lumpy 
in nature until commercialization occurs and the company is able to get to a 
normalized run-rate. 
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Figure 1: PANL revenue and earnings model 
 
Dollars are in (000s)

Q1A Q2A Q3A Q4A Q1A Q2A Q3E Q4E 2010A 2011E 2012E 2013E
Mar '10 Jun '10 Sep '10 Dec '10 Mar '11 Jun '11 Sep '11 Dec '11

Net Sales 4,247$          8,447$          7,056$           10,795$         9,601$          11,252$        12,159$         13,380$         30,544$            46,392$           88,641$             198,836$           
% change (Q/Q) -12% 99% -16% 53% -11% 17% 8% 10%     
% change (Y/Y) 50% 186% 37% 123% 126% 33% 72% 24% 93% 52% 91% 124%

Cost of Sales, net 461 1,017 1,258 241 103 143 365 401 2,977 1,011 2,659 9,942
Gross profit 3,786 7,429 5,798 10,554 9,498 11,110 11,794 12,978 27,567 45,380 85,982 188,894

Gross margin % 89.1% 88.0% 82.2% 97.8% 98.9% 98.7% 97.0% 97.0% 90.3% 97.8% 97.0% 95.0%
77% 77% 77% 77%

Research and development 4,467 4,702 4,831 5,606 6,555 5,551 5,579 5,607 19,605 23,293 22,995 23,929
% of total revenue 105% 56% 68% 52% 68% 49% 46% 42% 64% 50% 26% 12%

General & administrative 2,642 3,625 3,453 3,322 3,872 4,496 4,541 4,586 13,041 17,495 18,808 19,572
% of total revenue 62% 43% 49% 31% 40% 40% 37% 34% 43% 38% 21% 10%

Patent cost 781 844 1,177 1,468 1,613 1,915 1,934 1,954 4,270.7 7,415.8 8,011.5 8,336.8
% of total revenue 18% 10% 17% 14% 17% 17% 16% 15% 14% 16% 9% 4%

Royalty & License expense 120 169 219 369 202 218 223 228 876.0 871.6 963.0 1,043.0
% of total revenue 3% 2% 3% 3% 2% 2% 2% 2% 3% 2% 1% 1%

Total operating expenses 8,010 9,339 9,680 10,764 12,242 12,181 12,277 12,375 37,793 49,075 50,777 52,880
% change (Q/Q) -4% 17% 4% 11% 14% -1% 1% 1% 9% 30% 3% 4%
% change (Y/Y) -7% 4% 12% 30% 53% 30% 27% 15%

Operating income (4,224) (1,909) (3,883) (210) (2,744) (1,071) (483) 603 (10,226) (3,695) 35,204 136,014
Operating margin % -99% -23% -55% -2% -29% -10% -4% 5% -33% -8% 40% 68%

Interest Income (expense), net 69 56 58 69 86 176 95 100 252 457 400 400
% of total revenue 1.6% 0.7% 0.8% 0.6% 0.9% 1.6% 0.8% 0.7% 0.8% 1.0% 0.5% 0.2%

Other 713               (2,582)           (3,362)            (3,362)            (8,926)           4,496            -                   -                   (1,204)               (4,430)              -                       -                       

Income before taxes (3,442)           (4,436)           (7,187)            (3,504)            (11,584)         3,602            (388)               703                (18,569)             (7,667)              35,604               136,414             

Provision for income taxes (464)              (330)               297               289               -                 -                 (794)                  586                  1,068                 4,092                 
% of Income 13% 0% 0% 9% -3% 8% 0% 0%

Net income (2,978) (4,436) (7,187) (3,174) (11,881) 3,313 (388) 703 (17,775) (8,254) 34,536 132,321
Net margin % -70% -53% -102% -29% -124% 29% -3% 5% -58% -18% 39% 67%

EPS (GAAP) (0.08)$           (0.12)$           (0.19)$            (0.08)$            (0.31)$           0.07$            (0.01)$            0.02$             (0.47)$               (0.19)$              0.73$                 2.68$                 
% change (year over year) -47% -33% +46% -20% +288% -158% -95% -125% -16% -60% -484% +267%

Diluted shares 37,029          37,362          37,741           38,112           38,896          45,201          45,701           46,201           37,561              44,000             47,451               49,451               

Gross margin 89% 88% 82% 98% 99% 99% 97% 97% 90% 98% 97% 95%
EBITDA margin -99% -23% -55% -2% -29% -10% -4% 5% -47% -26% -12% -5%
Operating margin -99% -23% -55% -2% -29% -10% -4% 5% -33% -8% 40% 68%
Net margin -70% -53% -102% -29% -124% 29% -3% 5% -58% -18% 39% 67%

Current Balance Sheet Data
Cash/investments 326,399$      Total liabilities 29,223$         
Cash per share 7.22$            Stockholders' equity 317,790$       
Total Assets 347,013$      Book value per share 7.03$             

Fiscal Year 2011EFiscal Year 2010A

 
 

Source: Company reports and Canaccord Genuity estimates 
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APPENDIX: IMPORTANT DISCLOSURES 
Analyst Certification: Each authoring analyst of Canaccord Genuity whose name appears on the front page of this investment 

research hereby certifies that (i) the recommendations and opinions expressed in this investment research 
accurately reflect the authoring analyst’s personal, independent and objective views about any and all of the 
designated investments or relevant issuers discussed herein that are within such authoring analyst’s coverage 
universe and (ii) no part of the authoring analyst’s compensation was, is, or will be, directly or indirectly, 
related to the specific recommendations or views expressed by the authoring analyst in the investment 
research. 

  
Site Visit: An analyst has visited the issuer's material operations listed in this report. No payment or reimbursement 

was received from the issuer for the related travel costs. 
 

Price Chart:* 

 
  

 
Distribution of Ratings: 
Global Stock Ratings 
(as of 3 August 2011) 

        Coverage UniverseCoverage UniverseCoverage UniverseCoverage Universe                    
            IB ClientsIB ClientsIB ClientsIB Clients    
RatingRatingRatingRating    ####    %%%%    %%%%    
Buy 478 60% 38.5% 
Speculative Buy 79 10% 65.8% 
Hold 222 28% 18.9% 
Sell 12 2% 25.0% 
 791 100%   

     
Canaccord Ratings 
System: 

BUY:BUY:BUY:BUY: The stock is expected to generate risk-adjusted returns of over 10% during the next 12 months. 
HOLD:HOLD:HOLD:HOLD: The stock is expected to generate risk-adjusted returns of 0-10% during the next 12 months. 
SELL:SELL:SELL:SELL: The stock is expected to generate negative risk-adjusted returns during the next 12 months. 
NOT RATED:NOT RATED:NOT RATED:NOT RATED: Canaccord Genuity does not provide research coverage of the relevant issuer. 
 
“Risk-adjusted return” refers to the expected return in relation to the amount of risk associated with the 
designated investment or the relevant issuer.    

     
Risk Qualifier: SPECULATIVE:SPECULATIVE:SPECULATIVE:SPECULATIVE: Stocks bear significantly higher risk that typically cannot be valued by normal fundamental 

criteria. Investments in the stock may result in material loss.    
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Canaccord Research Disclosures as of 28 August 2011 
 CompanyCompanyCompanyCompany    DisclosureDisclosureDisclosureDisclosure    
 Universal DisplayUniversal DisplayUniversal DisplayUniversal Display    1A, 2, 3, 5, 71A, 2, 3, 5, 71A, 2, 3, 5, 71A, 2, 3, 5, 7    

 
1 The relevant issuer currently is, or in the past 12 months was, a client of Canaccord Genuity or its affiliated 

companies. During this period, Canaccord Genuity or its affiliated companies provided the following services 
to the relevant issuer: 
A. investment banking services. 
B. non-investment banking securities-related services. 
C. non-securities related services. 

2 In the past 12 months, Canaccord Genuity or its affiliated companies have received compensation for 
Corporate Finance/Investment Banking services from the relevant issuer. 

3 In the past 12 months, Canaccord Genuity or any of its affiliated companies have been lead manager, co-lead 
manager or co-manager of a public offering of securities of the relevant issuer or any publicly disclosed offer 
of securities of the relevant issuer or in any related derivatives. 

4 Canaccord Genuity acts as corporate broker for the relevant issuer and/or Canaccord Genuity or any of its 
affiliated companies may have an agreement with the relevant issuer relating to the provision of Corporate 
Finance/Investment Banking services.  

5 Canaccord Genuity or any of its affiliated companies is a market maker or liquidity provider in the securities 
of the relevant issuer or in any related derivatives.  

6 In the past 12 months, Canaccord Genuity, its partners, affiliated companies, officers or directors, or any 
authoring analyst involved in the preparation of this investment research has provided services to the 
relevant issuer for remuneration, other than normal course investment advisory or trade execution services. 

7 Canaccord Genuity intends to seek or expects to receive compensation for Corporate Finance/Investment 
Banking services from the relevant issuer in the next six months. 

8 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a long position in the shares or derivatives, or has any other 
financial interest in the relevant issuer, the value of which increases as the value of the underlying equity 
increases. 

9 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a short position in the shares or derivatives, or has any 
other financial interest in the relevant issuer, the value of which increases as the value of the underlying 
equity decreases. 

10 Those persons identified as the author(s) of this investment research, or any individual involved in the 
preparation of this investment research, have purchased/received shares in the relevant issuer prior to a 
public offering of those shares, and such person’s name and details are disclosed above.  

11 A partner, director, officer, employee or agent of Canaccord Genuity and its affiliated companies, or a 
member of his/her household, is an officer, or director, or serves as an advisor or board member of the 
relevant issuer and/or one of its subsidiaries, and such person’s name is disclosed above. 

12 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, Canaccord Genuity or its affiliate 
companies, in the aggregate, beneficially owned 1% or more of any class of the total issued share capital or 
other common equity securities of the relevant issuer or held any other financial interests in the relevant 
issuer which are significant in relation to the investment research (as disclosed above). 

13 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, the relevant issuer owned 1% or more of 
any class of the total issued share capital in Canaccord Genuity or any of its affiliated companies.  

14 Other specific disclosures as described above. 
  
 Canaccord Genuity is the business name used by certain subsidiaries of Canaccord Financial Inc., including 

Canaccord Genuity Inc., Canaccord Genuity Limited, and Canaccord Genuity Corp.  
The authoring analysts who are responsible for the preparation of this investment research are employed by 
Canaccord Genuity Corp. a Canadian broker-dealer with principal offices located in Vancouver, Calgary, 
Toronto, Montreal, or Canaccord Genuity Inc., a US broker-dealer with principal offices located in Boston, 
New York, San Francisco and Houston or Canaccord Genuity Limited., a UK broker-dealer with principal 
offices located in London and Edinburgh (UK). 
In the event that this is compendium investment research (covering six or more relevant issuers), Canaccord 
Genuity and its affiliated companies may choose to provide specific disclosures of the subject companies by 
reference, as well as its policies and procedures regarding the dissemination of investment research. To 
access this material or for more information, please send a request to Canaccord Genuity Research, Attn: 
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Disclosures, P.O. Box 10337 Pacific Centre, 2200-609 Granville Street, Vancouver, BC, Canada V7Y 1H2 or 
disclosures@canaccordgenuity.com. 
The authoring analysts who are responsible for the preparation of this investment research have received (or 
will receive) compensation based upon (among other factors) the Corporate Finance/Investment Banking 
revenues and general profits of Canaccord Genuity. However, such authoring analysts have not received, and 
will not receive, compensation that is directly based upon or linked to one or more specific Corporate 
Finance/Investment Banking activities, or to recommendations contained in the investment research. 
Canaccord Genuity and its affiliated companies may have a Corporate Finance/Investment Banking or other 
relationship with the company that is the subject of this investment research and may trade in any of the 
designated investments mentioned herein either for their own account or the accounts of their customers, in 
good faith or in the normal course of market making. Accordingly, Canaccord Genuity or their affiliated 
companies, principals or employees (other than the authoring analyst(s) who prepared this investment 
research) may at any time have a long or short position in any such designated investments, related 
designated investments or in options, futures or other derivative instruments based thereon.  
Some regulators require that a firm must establish, implement and make available a policy for managing 
conflicts of interest arising as a result of publication or distribution of investment research. This investment 
research has been prepared in accordance with Canaccord Genuity’s policy on managing conflicts of interest, 
and information barriers or firewalls have been used where appropriate. Canaccord Genuity’s policy is 
available upon request.  
The information contained in this investment research has been compiled by Canaccord Genuity from sources 
believed to be reliable, but (with the exception of the information about Canaccord Genuity) no representation 
or warranty, express or implied, is made by Canaccord Genuity, its affiliated companies or any other person 
as to its fairness, accuracy, completeness or correctness. Canaccord Genuity has not independently verified 
the facts, assumptions, and estimates contained herein. All estimates, opinions and other information 
contained in this investment research constitute Canaccord Genuity’s judgement as of the date of this 
investment research, are subject to change without notice and are provided in good faith but without legal 
responsibility or liability. 
Canaccord Genuity’s salespeople, traders, and other professionals may provide oral or written market 
commentary or trading strategies to our clients and our proprietary trading desk that reflect opinions that are 
contrary to the opinions expressed in this investment research. Canaccord Genuity’s affiliates, principal 
trading desk, and investing businesses may make investment decisions that are inconsistent with the 
recommendations or views expressed in this investment research. 
This investment research is provided for information purposes only and does not constitute an offer or 
solicitation to buy or sell any designated investments discussed herein in any jurisdiction where such offer or 
solicitation would be prohibited. As a result, the designated investments discussed in this investment 
research may not be eligible for sale in some jurisdictions. This investment research is not, and under no 
circumstances should be construed as, a solicitation to act as a securities broker or dealer in any jurisdiction 
by any person or company that is not legally permitted to carry on the business of a securities broker or 
dealer in that jurisdiction. This material is prepared for general circulation to clients and does not have 
regard to the investment objectives, financial situation or particular needs of any particular person. Investors 
should obtain advice based on their own individual circumstances before making an investment decision. To 
the fullest extent permitted by law, none of Canaccord Genuity, its affiliated companies or any other person 
accepts any liability whatsoever for any direct or consequential loss arising from or relating to any use of the 
information contained in this investment research. 

  
For Canadian Residents: This Investment Research has been approved by Canaccord Genuity Corp., which accepts sole responsibility 

for this Investment Research and its dissemination in Canada. Canadian clients wishing to effect transactions 
in any Designated Investment discussed should do so through a qualified salesperson of Canaccord Genuity 
Corp. in their particular jurisdiction. 

     
For United Kingdom 
Residents: 

This investment research is distributed in the United Kingdom, as third party research by Canaccord Genuity 
Limited, which is authorized and regulated by the Financial Services Authority. This research is for 
distribution only to persons who are Eligible Counterparties or Professional Clients only and is exempt from 
the general restrictions in section 21 of the Financial Services and Markets Act 2000 on the communication of 
invitations or inducements to engage in investment activity on the grounds that it is being distributed in the 
United Kingdom only to persons of a kind described in Article 19(5) (Investment Professionals) and 49(2) 
(High Net Worth companies, unincorporated associations etc) of the Financial Services and Markets Act 2000 
(Financial Promotion) Order 2005 (as amended). It is not intended to be distributed or passed on, directly or 
indirectly, to any other class of persons. This material is not for distribution in the United Kingdom to retail 
clients, as defined under the rules of the Financial Services Authority. 

     
For United States 
Residents: 

Canaccord Genuity Inc., a US registered broker-dealer, accepts responsibility for this Investment Research 
and its dissemination in the United States. This Investment Research is intended for distribution in the United 
States only to certain US institutional investors. US clients wishing to effect transactions in any Designated 
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Investment discussed should do so through a qualified salesperson of Canaccord Genuity Inc. Analyst(s) 
preparing this report that are not employed by Canaccord Genuity Inc are resident outside the United States 
and are not associated persons or employees of any US regulated broker-dealer. Such analyst(s) may not be 
subject to Rule 2711 restrictions on communications with a subject company, public appearances and trading 
securities held by a research analyst account. 

  
For European Residents: If this Investment Research is intended for disclosure in any jurisdiction other than the United Kingdom, the 

US or Canada, then the relevant rules and regulatory requirements of that jurisdiction will apply.    
  
 AdditionaAdditionaAdditionaAdditional information is available on request.l information is available on request.l information is available on request.l information is available on request. 

Copyright © Canaccord Genuity Corp. 2011. – Member IIROC/Canadian Investor Protection Fund 
Copyright © Canaccord Genuity Limited 2011. – Member LSE, authorized and regulated by the Financial 
Services Authority. 
Copyright © Canaccord Genuity Inc. 2011. – Member FINRA/SIPC 
All rights reserved. All material presented in this document, unless specifically indicated otherwise, is under 
copyright to Canaccord Genuity Corp., Canaccord Genuity Limited, and Canaccord Genuity Inc. None of the 
material, nor its content, nor any copy of it, may be altered in any way, or transmitted to or distributed to any 
other party, without the prior express written permission of the entities listed above.    

 
 

 


