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Qualcomm Inc. Ratings Lowered To '‘A-' On NXP Termination And
New Share Repurchase Authorization; Outlook Negative
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Qualcomm Inc. terminated its purchase agreement to acquire NXP
Semiconductors NV. and announced its intention to repurchase up to $30
billion in stock by the end of fiscal 2019.

We project adjusted leverage will reach near mid-2x by end of fiscal 2019
as the company moves to a meaningful net debt position from a current net
cash position, although the resolution of licensee disagreements could
materially improve its credit profile.

We believe Qualcomm's competitive position has weakened over the past
several years because of the competitive industry environment as well as
various legal and regulatory challenges

We are lowering the long-term component of our issuer credit rating on
Qualcomm to 'A-' from 'A" and the short-term and commercial paper rating
to 'A-2' from 'A-1'. We are also lowering the rating on Qualcomm's senior
unsecured debt to 'A-' from 'A'.

The negative outlook reflects the higher leverage arising from the
significant shareholder returns that Qualcomm is undertaking and the
potential for a lower rating if the company is unable to reduce leverage

to under 2x by fiscal 2020

SAN FRANCISCO (S&P Global Ratings) July 30, 2018--S&P Global Ratings today
lowered its long-term issuer credit rating to 'A-' from 'A' and the short-term
rating to 'A-2' from 'A-1' on U.S. semiconductor manufacturer Qualcomm Inc. We
also removed all ratings from CreditWatch, where we placed them with negative
implications on February 20, 2018. The outlook is negative.

At the same time, we lowered our rating on Qualcomm's senior unsecured debt to
'A-' from 'A' and the commercial paper rating to 'A-2' from 'A-1'.

The downgrade reflects our expectation that Qualcomm's adjusted leverage will
exceed 2x over the near term as the company depletes much of its cash balances
for share repurchases of up to $30@ billion over the next five quarters, and
that it may remain above 2x if operating performance does not improve.
However, we note the company's credit metrics could improve quickly should it
reach a resolution with customers currently in licensing disputes. The
downgrade also reflects weakening of its overall business risk profile in
recent years as the smartphone industry matures, competition intensifies, and
conflicts with regulators and customers continue.

The negative outlook reflects the higher leverage arising from the significant
shareholder returns that Qualcomm is undertaking and the potential for a lower
rating if the company is unable to reduce leverage to under 2x by fiscal 2020.

We could lower our issuer credit rating on Qualcomm if the company is unable
to reduce adjusted leverage to below 2x over the next two years following the
completion of the share repurchase program. This could occur if Qualcomm faces
additional regulatory challenges or disputes with licensees leading to reduced
QTL cash flow or if QCT business contracts due to customers moving to
alternative suppliers or designing the chips in-house. A debt-funded
acquisition that prohibits the company from reducing leverage below 2x by
fiscal 2020 would also be a cause for a downgrade.

We could revise the outlook to stable if Qualcomm is able to reduce adjusted
leverage below 2x post current share repurchases and commits to sustaining
leverage at this level. This would occur if the company is able to generate
modest revenue and EBITDA growth while avoiding additional regulatory
challenges or disputes with licensees. Alternatively, a successful resolution
with its licensees including receipt of catchup payments would enhance
company's credit profile and likely lead to a stable outlook.
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Certain terms used in this report, particularly certain adjectives used to
express our view on rating relevant factors, have specific meanings ascribed
to them in our criteria, and should therefore be read in conjunction with such
criteria. Please see Ratings Criteria at www.standardandpoors.com for further
information. Complete ratings information is available to subscribers of
RatingsDirect at www.capitaliq.com. All ratings affected by this rating action
can be found on S&P Global Ratings' public website at

www. standardandpoors.com. Use the Ratings search box located in the left
column.

Andrew Chang, San Francisco (1) 415-371-5043;

andrew.chang@spglobal.com (mailto:andrew.chang@spglobal.com)

David T Tsui, CFA, CPA, New York (1) 212-438-2138;

david.tsui@spglobal.com (mailto:david.tsui@spglobal.com)

No content (including ratings, credit-related analyses and data, valuations, model, software or other application or output therefrom) or any part thereof (Content) may be modified, reverse

Primary Credit Analyst:

Secondary Contact:

engineered, reproduced or distributed in any form by any means, or stored in a database or retrieval system, without the prior written permission of Standard & Poor’s Financial Services LLC or its
affiliates (collectively, S&P). The Content shall not be used for any unlawful or unauthorized purposes. S&P and any third-party providers, as well as their directors, officers, shareholders, employees
oragents (collectively S&P Parties) do not guarantee the accuracy, completeness, timeliness or availability of the Content. S&P Parties are not responsible for any errors or omissions (negligent or
otherwise), regardless of the cause, for the results obtained from the use of the Content, or for the security or maintenance of any data input by the user. The Contentis provided on an “as is” basis.
S&P PARTIES DISCLAIM ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM
FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT’S FUNCTIONING WILL BE UNINTERRUPTED OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In
no eventshall S&P Parties be liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses
(including, without limitation, lostincome or lost profits and opportunity costs or losses caused by negligence) in connection with any use of the Contenteven if advised of the possibility of such
damages.

Credit-related and otheranalyses, including ratings, and statements in the Content are statements of opinion as of the date theyare expressed and not statements of fact. S&P’s opinions, analyses
and rating acknowledgment decisions (described below) are not recommendations to purchase, hold, orsell any securities or to make anyinvestment decisions, and do not address the suitability of
anysecurity. S&P assumes no obligation to update the Content following publication in any form or format. The Content should not be relied on and is not a substitute for the skill, judgmentand
experience of the user, its management, employees, advisors and/or clients when making investment and other business decisions. S&P does not act as a fiduciary or an investment advisor except
where registered as such. While S&P has obtained information from sources it believes to be reliable, S&P does not perform an audit and undertakes no duty of due diligence orindependent
verification of any information it receives. Rating-related publications may be published for a variety of reasons thatare not necessarily dependent on action by rating committees, including, but not
limited to, the publication of a periodic update on a credit rating and related analyses.

To the extent that regulatory authorities allow a rating agency to acknowledge in one jurisdiction a rating issued in another jurisdiction for certain regulatory purposes, S&P reserves the right to
assign, withdraw or suspend such acknowledgmentatanytime and in its sole discretion. S&P Parties disclaim any duty whatsoever arising out of the assignment, withdrawal or suspension of an
acknowledgment as well as anyliability foranydamage alleged to have been suffered on account thereof.

S&P keeps certain activities of its business units separate from each otherin order to preserve the independence and objectivity of their respective activities. As a result, certain business units of
S&P may have information thatis notavailable to other S&P business units. S&P has established policies and procedures to maintain the confidentiality of certain non-publicinformation received in
connection with each analytical process.

S&P may receive compensation forits ratings and certain analyses, normally from issuers or underwriters of securities or from obligors. S&P reserves the right to disseminate its opinions and
analyses. S&P's publicratings and analyses are made available on its Web sites, www.standardandpoors.com (http://www.standardandpoors.com) (free of charge), and www.ratingsdirect.com
(http://www.ratingsdirect.com) and www.globalcreditportal.com (http://www.globalcreditportal.com) (subscription), and may be distributed through other means, including via S&P publications and
third-party redistributors. Additional information about our ratings fees is available at www.standardandpoors.com/usratingsfees (http://www.standardandpoors.com/usratingsfees).

Any Passwords/user IDs issued by S&P to users are single user-dedicated and may ONLY be used by the individual to whom they have been assigned. No sharing of passwords/userIDs and no
simultaneous access via the same password/user D is permitted. To reprint, translate, or use the data orinformation otherthan as provided herein, contact S&P Global Ratings, Client Services, 55
Water Street, New York, NY 10041; (1) 212-438-7280 or by e-mail to: research_request@spglobal.com (mailto:research_request@spglobal.com).

Legal Disclaimers (/en_US/web/guest/regulatory/legal-disclaimers)

Careers at S&P Global Ratings (http://www.spglobal.com/careers)

Terms of Use (/en_US/web/guest/regulatory/termsofuse)

Privacy and Cookie Notice (/en_US/web/guest/regulatory/privacy-notice)
Copyright © 2018 Standard & Poor's Financial Services LLC. All rights reserved.

Reproduction and distribution of this information in any form is prohibited except with the prior written permission of Standard & Poor's Financial Services LLC and its affiliates (together, “S&P”). S&P

does not guarantee the accuracy, completeness, timeliness or availability of anyinformation, including ratings, and is not responsible for any errors or omissions (negligent or otherwise), regardless
of the cause, or for the results obtained from the use of such information. S&P GIVES NO EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR

FITNESS FOR A PARTICULAR PURPOSE OR USE. S&P shall not be liable for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal

https://mww.standardandpoors.com/en_U S/web/g uest/article/-/Niew/type/H TML/id/2079544 2/3


https://www.standardandpoors.com/en_US/web/guest/regulatory/legal-disclaimers
http://www.spglobal.com/careers
https://www.standardandpoors.com/en_US/web/guest/regulatory/termsofuse
https://www.standardandpoors.com/en_US/web/guest/regulatory/privacy-notice
https://www.standardandpoors.com/en_US/web/guest/article/-/view/sourceId/10486915
https://www.standardandpoors.com/en_US/web/guest/article/-/view/sourceId/10011703
https://www.standardandpoors.com/en_US/web/guest/article/-/view/sourceId/8956570
https://www.standardandpoors.com/en_US/web/guest/article/-/view/sourceId/8336067
https://www.standardandpoors.com/en_US/web/guest/article/-/view/sourceId/8333079
https://www.standardandpoors.com/en_US/web/guest/article/-/view/sourceId/8330212
https://www.standardandpoors.com/en_US/web/guest/article/-/view/sourceId/8314109
https://www.standardandpoors.com/en_US/web/guest/article/-/view/sourceId/8313032
https://www.standardandpoors.com/en_US/web/guest/article/-/view/sourceId/8304862
https://www.standardandpoors.com/en_US/web/guest/article/-/view/sourceId/7629699
https://www.standardandpoors.com/en_US/web/guest/article/-/view/sourceId/5612636
mailto:andrew.chang@spglobal.com
mailto:david.tsui@spglobal.com
http://www.standardandpoors.com/
http://www.ratingsdirect.com/
http://www.globalcreditportal.com/
http://www.standardandpoors.com/usratingsfees
mailto:research_request@spglobal.com

2018/7/31 Standard & Poor's | Americas

fees, orlosses (including lost income or profits and opportunity costs) in connection with any use of this information, including ratings. S&P ratings are statements of opinions and are not
statements of fact or recommendations to purchase hold orsell securities. They do not address the market value of securities or the suitability of securities for investment purposes, and should not
be relied on as investment advice. Please read our complete disclaimer here. (/en_US/web/guest/regulatory/legal-disclaimers)

https://mww.standardandpoors.com/en_U S/web/g uest/article/-/Niew/type/H TML/id/2079544 3/3


https://www.standardandpoors.com/en_US/web/guest/regulatory/legal-disclaimers

