Keep The Faith, Nvidia Is Likely To Breach $175 Soon

Summary:

· I agree that Nvidia’s stock enjoys very high valuation. However, this company has what it takes to fulfill the high expectations of investors.

· Nvidia still has a lead over AMD in graphics processor sales. Nvidia still has a lead over Intel when it comes to Artificial Intelligence processors.

· I expect Nvidia to report better than predicted EPS and revenue when it reports Thursday next week. The second-quarter period did not see AMD release a high-end GPU product.

· NVDA bulls will probably do some profit-taking post-earnings. However, it will not surprise me if NVDA posts another 52-week high within the next few weeks.

· I Know First has positive, near, intermediate and long-term algorithmic forecasts for Nvidia. 

I agree that the market has boosted Nvidia (NVDA) to notably high valuation if compared to its sector/industry peers. However, the unique position of Nvidia of being the dominant player in the duopoly over GPUs (Graphics Processing Units) gives it almost-unlimited source of growth momentum. Jon Peddie Research already reported earlier this year that Nvidia still has over 70% of the global market for discrete GPUs. 

The entry-level and mid-range Polaris Radeon GPUs from Advanced Micro Devices (AMD) chipped away at Nvidia’s market share last year. However, Nvidia took some back in Q1 this year. 
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(Source: Jon Peddie Research)

There’s still no Q2 2017 report from Jon Peddie. However, I believe Nvidia most likely retained the same 72% or higher share in discrete GPUs. AMD did not really a high-end Radeon GPU during the Q2 period. I also checked Amazon’s best-seller list and Nvidia GPUs still ruled. The discrete GPU business is not solely dictated by OEMs, it is the consumer, enthusiast, the PC builder who also determines which discrete GPUs are going to be top-grossing.

Nvidia’s stock is unlikely to dive and linger below $160 anytime soon. The reality is Nvidia GeForce-branded video cards are the top 10 best-selling graphic cards at Amazon. As long as Nvidia is a making killing on gaming, the bull thesis for its stock remains indomitable. 
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(Source: Amazon)

Tech Radar also released its August 3 review of the top video cards available right now and Nvidia’s more expensive GPUs still dominate the list. It goes to show that gamers are willing to pay premium to own the better performing video cards of Nvidia. The April-June quarter of Nvidia this year is likely going to deliver better Gaming-related sales than Q1’s $1.027 billion. 
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(Source: Nvidia)

Further, the global shortage of Nvidia’s GTX 1070 is also due to it being the best GPU for mining Ethereum. Nvidia’s GPU business has a nice steady income from catering to people who farm crypto-currencies like Ethereum. The decision to release crypto-currency mining-specific Nvidia cards will hopefully ease the supply for gaming-specific GeForce GPUs like the GTX 1070.
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(Source: HotHardware)

Nvidia Still Rules The Market For Artificial Intelligence Processors

I know AMD has an upcoming processor for deep learning parallel computing tasks. I also know Intel has some AI-related processors (Xeons and Altera FPGAs). However, Nvidia is the only company right now that actually has realistic revenue/income from supplying GPUs to data center and cloud computing service provides.

As per the chart from Nvidia’s 10-Q filing, its Datacenter and Automotive business segments now generate combined quarterly revenue of $549 million. I believe Intel has a long way to go before it can achieve the quarterly revenue of Nvidia’s AI-related chip supply business. As far as I know, Intel has yet to announce any major deep learning design win for Altera’s FPGA processors. Nvidia’s GPUs still generate the most amount of revenue when it comes to AI-related processor sales. 

It will also take several years before AMD can persuade data centers to trust its upcoming Radeon Instinct MI25. Sad but true, the Instinct MI25 deep learning GPU from AMD is very powerful. However, benchmark scores are just a small part of what made Nvidia GPUs the de facto, industry standard processors for deep learning compute tasks. 

Nvidia and its partners have invested heavily on software and the cloud infrastructure. I do not think AMD has the nextra $2 or $3 billion cash to spend building up the same software/infrastructure around its own deep learning GPU. 
Mega-cap companies like Amazon (AMZN), Microsoft (MSFT), Facebook (FB), IBM (IBM), and Procter & Gamble (PG) became buyers of Nvidia’s very expensive Deep Learning Tesla processors because Nvidia touts a complete ecosystem for it.
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(Source: Nvidia)

Nvidia’s big lead in deep learning computers will only grow larger because it is now shipping its Volta GPU for the data center market. The first Volta-based deep learning processor, the Tesla V100 is a 12nm chip with 21.1 billion transistors. This is notably better than the older Pascal-based Tesla P100 which only has 15.3 billion transistors.

My Fearless Forecast

I rate NVDA as a buy. This momentum-driven stock is likely to post another 52-week high (current is $170.07) after its earnings report on August 10. It may dip a little due to profit taking, but it could breach $175 within the next 90 days. I Know First has bullish 1-month and 3-month algorithmic market trend forecasts for Nvidia’s stock. 

[bookmark: _GoBack]The high 0.55 predictability score for the 3-month forecast period convinced me that NVDA has a great chance to post another 52-week high within the next 90 days. 
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I also checked the technical indicators and moving averages trends. NVDA remains a buy.
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(Source: investing.com)

image3.png
The following table summarizes information pertaining to our tevenne by each of the specialized matkets we serve:

‘Three Months Ended
April 30, May 1,
2017 2016
(in millions)

Revenue:
Ganing $ 18 o8
Fofessionl Visualization 5 139
Datacenter a0 143
Automotive 10 13
OEM &P 156 17

Total revenue 3 19373 1,305





image4.jpg
GPU Performance Mining Etherium
w/ NiceHashMiner
MH/s (million hashes per second)

MSIGTX 1080 Ti Gaming X
116
GeForce GTX 1070 FE
(optimized)

Radeon R9 390X 8G
Radeon R9 Fury

GeForce GTX 1070 FE

Gigabyte Aorus Radeon RX
S80XTR 8G

AMD Radeon RX 480

GeForce GTX 1060 FE

1 6 1 16 21 26 31 36
IMH/s




image5.png
Complete Ecosystem

Integrated with commonly-used pragramming languages, top numerical
packages and deep learning framewarks.

AN caffe 2

NI et

e @ T theano
Norts M
“ # o
ComputeWorks

>70% HPC Apps 500, 000+ 19000+ organizations
accelerated developers engaged

amazon facebook. Google

2 Adormos BB \icrosoft CPIXAR @

NATIONAL LABORATORY.





image6.png
&/ Know

DAILY MARKET FORECAST 4—Aug—17

1 Month

3 Months

1Year

NVDA

NVDA

NVDA

11.97

44.06

140.15

0.38

0.55

0.67





image7.png
NVIDIA 167.21 +0.73 (+0.44%)

NVDA Technical Analysis

min. Smins 18 mins

Summary: (CIE

Moving Averages:

Technical Indicators:

Pivot Points »

Hame
Classic

Fibonacei
Camarilla
Woodie's
DeMarkcs

Technical Indicators » .04, 2017 050571 ST

Hame
RSi(14)

STOCH(,)
STOCHRSI(14)
MACD(12,26)
anxas)

Williams %R
caa

ATR(14)
Highs/Lows(14)
Ultimate Oscilator
RrOC

BullBear Power(13)

By
STRONG BUY
s3 s2 s
1274 12588 14408
12566 13ed 14503
1589 1578 15984
Ms4s 1270 1483

Value
90581
72810
65183
EEL]
85234
Er
158,682
204771
547429
65778
257435
92,4060

Buy 8 Sel0 Newral 0
‘Summary:STROHG BUY

BERETS

Action
verbought
Buy

Buy

Buy
overbought
overbought
Buy

High Volatility
Buy

Buy

Buy

Buy

Somins Houly SHows Dally  Weekly

Buy (12)
Buy )
Pivot Points
1570
1570
1570
15838
16024

Moving Averages »

Period

Mas

Mat0

MAz0

Maso

Mat00

MA200

Buy 12 Sel 0
SummaryBUY

[P ETT=18]

Mot

=

sel0)

el (0)

g 04, 2017 05:05PM GHT

”
17544
16093
18538
17818
18190

simple
14475
Buy
12423
Buy
530
Buy
e
Buy
042
Buy
280
Buy

R
1883
17638
18026
18973

3
20673
18835
17113
295

g 04, 2017 05:05PM GHT

Exponential
14878
Buy
12574
Buy
15
Buy
6180
Buy
4145
Buy
e
Buy




image1.PNG
AIB GPU Market share this Market share last Market share last
Supplier quarter quarter year.
AMD 275% 205% 232%
Nvidia 725% 705% 76.7%
s3 0.00% 000% 0.00%
Total 100% 100% 100%

Table 1: Market share changes quarter-to-quarter, and year-to-year
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