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Executive summary

T
Objectives

Setting the stage

Maximise revenue and cost
synergies

Dominate automotive segment,
while pioneering 5G tech

Increase global presence and
market share

A

Issues

Issue analysis

Maximise revenue and cost
synergies

Single thread organizations
dominate markets

Emerging markets need lower
priced products

Question

Recommendations

What company should Renesas merge with or acquire such that revenue and cost synergies are

maximised?

What company should Renesas merge with or acquire such that it complements Renesas and its

recently acquired companies?

What company should Renesas merge with or acquire such that it can climb to the top of the markets it

serves?

Recommendation

Acquisition of NEC Corporation to accelerate development of upcoming
embedded solutions, expand the infrastructure segment and be the pioneer

for 5G solutions.

Implementation

A

Impact

Synthesis

Sources: TGCC Case report, NEC,

4x

increase in yearly gross revenue

Renesas, CompaniesMarketCap.com, craft.co

280%

Increase in yearly earnings

5x

growth of sales in infrastructure
market



Recommendations Issue analysis Setting the stage

Implementation

Synthesis

Issues and Objectives

DIVERSIFICATION

Goal: increase percentage of sales of
products in Power and SoC segments.
Decrease reliance on sales from
automotive segment by ramping up
sales in the IoT, Infrastructure and
Industrial markets.

Retain best Talent, Market share, and
Products as much as possible.

Spread out buyers and business all over
the world. Current main buyers are
mostly from Japan(Tokuyakuten), goal is
to get buyers from USA and Europe.

Maximise Cost synergies and Revenue
Synergies.

COMVIIVION
THREAD

e Innovation, Reliability and
Stickiness—most important aspects.

e Goal: Increase operating and gross
margins for ABU and IIBU segments by
at least 7% and 10% respectively.

LEAD VIARKET

« Renesas already is the market leader in
MCUs, and have about 2-3 years
advantage over competitors.

e Goal: Efficiently shift focus to IoT and
Infrastructure markets, while keeping
MCU crown.

lRausKrr Industrial

1 Renesas Elecironcs 2980 17.0%
1 M 2980 17.0%
3 SThMicroglectronics 2506 14.3%
4 Microchip Technology 2.448| 14.0%
5 Infinean Technologles 2,21 7l 12.?%
FIE- _ITdar.as Instruments | 1 EE-II ?ﬁ
7 Samsung Electronics 261  1.4%
B8 Cypress Semiconducion 215| 1.2%
e Toshiba 210 1.2%:

GROWTH

e Maximise shareholder value

e Offensive growth, reduction in fixed
costs and increase in operational
margins.

Sources: TGCC Case report, NEC, Renesas, Taizo Endo Q&A deck




Merging with MediaTek

e Major orders from mid-range.
smartphone leaders such as Oneplus,
Vivo and smart home device makers
such as Amazon.

e Entry into massive emerging markets -
India and China.

e Predicted to lose major customers.
e Produces outdated solutions (LCD
drivers when OLED is future.

Massive intellectual, product capital . Entry into display segment.

nheritence. - « Major orders from Apple, LG, and others.
Offer large-scale expansion into IoT

e Set for growth as more smartphone
segment. :

: manufacturers switch to OLED.

Orders from Shangai Berry, Alcara and : : :

e Risk of loss of intellectual capital, or
Boundary.

culture clash.
« No synergies created as its a different
segment.

Undoes what Renesas has been investing on
by increasing automotive dependency.



 Brings in intellectual property
and large product line for
expanding SoC and RF makets.

« Will expand analog product line.

 Brings orders from Disney, Time
Warner and HP.

« Analog is phasing out.

Acquiring NEC

Merging with Microchip

Specializes on embedded solution.

Will help bring Renesas to the top of the embedded
systems market.

Similar work culture, high retainability of key people who
will accelerate growth.

Huge revenue and cost synergies as it is .

Sources:

After exhausting all possible
recommendations, three
remain. Anaylsis next slides

TGCC Case report, NEC, Renesas, craft.co, CompaniesMarketCap.com, statista.com

Most advanced manufacturing facility.
Brings customers such as Apple, AMD and
NVIDIA.

Taiwan government prevents relations.
Geopolitical risks - flashpoint for military
and economic tensions between USA and
China.
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- | Mlerge with Microchip
v
z Overview Advantages to Why this is not the
+J
3 deve ops embedded °°“(tjr°‘ ; Renesas best option
applications. Designs and produces : : : - :
mpisrocontrollers ﬁ\icroprorc):essors Working together, Renesas and Microchip, worth $50 billion will get to

g analog devices s,afety security an,d Microchip can make cost and revenue make the terms of the merger. Most
3 connectivty devices. ’ synergies by eliminating redundancies. [ikely result will be dissolution of
© Renesas, and therefore a loss of identity.
> The company mainlv serves the Renesas and Microchip, as they are in
. automotli)ve zegmenyt, with industrial simila.r markets—both hav.e ~90% of Going deeper into automotive segment
N and consumer solutions. §ales " thefI:I!C.U prloduct ne—can is increasing dependence on one
§ Intergrate ernciently. segment.
G
o
é Automotive revenue in USD billions With the pandemic not subsiding until
'~ . .
S ’ 2025, according to experts, automotive
= ° demands will slowly decrease, leading
_ ° to large losses.
=
% 2 \\\/\\\\ﬁ“
s | ? E\f{ —  MICROCHIP

0 — |

Renesas and Renesas and Renesas and Renesas and Renesas and rSENGSAS

2 Microchip Microchip Microchip Microchip  Microchip \ /
o 2021 2022 2023 2024 2025 LOSS OF IDENTITY - CONNECTION BREAKER
+
3

Sources: TGCC Case report, statista.com, companiesmarketcap.com, craft.co, McKinsey
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- | Merge with Mediatek
2 Overview Advantages to Why this is not the
G MediaTek iIs:[a fab.lel:j.s se.miOcI:ondluct.or Renesas best option
zozzli\l\i.oniieim?sfgi flzr ;\;i;:zlng Mediatek focuses on SoC and mobile The two companies are in significantly
7 d\t,avices home eI;tertainment network chip development. Allying with different fields and geographical
E and connectivity, automated driving, Retnesai: whosde keg marlket 'S tthe regions. FOU.ld lead to a l.ack c?f
- and IoT. eICHARAS elale) el el Sk communications, potential failure to
7 M,Ed'aj‘ek and Renesa:s, can each capture synergies, and intergration
4 : : diversify and expand into the other’s
Key supplier for Amazon Echo devices, Harkets and oroducts shortfalls.
. OPPO, VIVO and Oneplus phones, Proaucts.
S chromebooks, tablets, wifi routers, and Mediatek, being the larger of the two
& 5G systems. will get to make the terms of the
= merger, most likely leading to the
S dissolution of Renesas, and loss of
= identity.
'fé Tawan government is very protective
£ REnEsas = of its firms, possibly choking relations.
=
§ EXPECTATION REALITY

Sources: TGCC Case report, statista.com, companiesmarketcap.com, craft.co, McKinsey, MediaTek




Acquire NEC

Setting the stage

Key Strategy Numbers
Diversifying by increasing market share o 49%
in infrastructure segment. reduction in losses

Pioneering 5G development, while
simultaneously perfecting embedded
solutions for customers.

Issue analysis

Impacts

. Diversification & reduction of risks

. Increase in revenue and operating profits

. Market leader in Automotive and Infrastructure
. Retainability of key people—no culture clash

. New customers like Dell, Cisco, Microsoft i, crye

. Grow globally—presence in USA @ $29‘3 billion

Recommendations

Implementation

oONOT WD B

net present value*»x

Synthesis




Recommendations Issue analysis Setting the stage

Implementation

Synthesis

REVENUE SYNERGIES IN BILLIONS

Renesas + NEC 2024 g

Renesas + NEC 2023 §

Renesas + NEC 2022 f

NEC Only 2021

Renesas Only 2020 -

NPV = $29.231B in 5 years with
10% discount rate.

EARNINGS IN BILLIONS

40

Before 2021 2022 2023 2024 2025 pAPAS
Acq.

© = r w N W o ~ 0o

FINANCIAL LOSS WITH CURRENT SETUP NET REVENUE EVEN WHEN AUTO SALES SLUMP
60
\\\\‘ s6 +26.9%
40
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e
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Note: NEC Corporation’s standalone market cap is 13.89B,
revenue $27.46B, and earnings $1.52B.

All annual revenues and earnings data are from
https://companiesmarketcap.com/.

Financials


https://companiesmarketcap.com/

[Virtigating risks

« Massive revenue synergies
« Massive cost synergies

« Improved market position
 Increased product line

« Better R&D

Setting the stage

e« Diversification and risk

Strengthsa

Issue analysis

. ©®
Opportunltles

Recommendations

Risk-Mitigation O,

« Ensuring sufficient R&D for 5G development
 Ensuring identity of both companies to retain

buyers
e Allocating finances for Automotive
development to lead MCU market

é Threats

Implementation

« Larger assets base
« Tax benefits

Synthesis

« Access to hew and upcoming market
« Potential for exponential growth in 5G

Sources: TGCC Case report, McKinsey, dealroom.net, 2020 Global Winners Deck, Investopedia

« Enhanced regulatory interference
 Retention of employees
e Retention of customers



Synthesis

Objectives

e Diversifying to decrease dependency on
automotive segment.
 Increase revenue and earnings.

Global expansion

Setting the stage

Risk mitigation

Infrastructure segment

o . Lead automotive and infrastructure

TC? markets. gl‘OWth

© e Grow globally. . .

Pioneering 5G

: 5x Revenue growth

Consistent earnings

~ \ and growth—accretive

S : : 0

¢ |/ Higher market share in 77% Cost synergy
§ both segments Perfect culture fit
| Entry to upcoming market Stickiness

$ Tax inversion

Sources: TGCC Case report, McKinsey, dealroom.net, 2020 Global Winners Deck, Investopedia, previous slides




GRATITUDE

Thank you Renesas Corporation, for making TGCC 2021
possible. Thank you for your incredible case.

Thank you Mr. Taizo Endo for you incredible presentation—it
was key to my understanding of Renesas as a company, Its
goals and what it wants to achieve by acquiring another
company.

Thank you Crimson Education and Tiger Global for hosting
such an amazing case competion. It was truly an
exhilarating and very enlightening, eye-opening experience.

Thank you Ahad Khot, James Bowe, Janine Manning and all
the other incredible speakers for hosting the great webinars
and workshops—you really helped me understand what a
case competition is, how to attempt to crack it, and how to
present it.

Thank you TGCC team for patiently answering my
ennumerous queries and emails and trying to assist me In
every way possible.
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Appendix ‘1

Calculated 20% automotive sales

slump for following years

Percentage decrease

30

Category
TwoWneelers
less vehicles sold in March 2020 E@%_EEI]QEI’ VE"""J:'{IE{!_E :
compared to March 2019 ThI“EEWhEEIEII‘E
A Commercial Vehicles
Million units March Il:‘l_if’l_l____ H: )
903 - 2019 Bgots

I, Iyt ey LT © " e P ey T ey o o R o e T e e L

BusinessToday.In

SALES IN AUGUST 2019

Aug'18 Aug'19 Growth %

1047304 w5106 [EECEY
2878 19e524  MECIEL
-______ﬁﬁi'_’-:-_’@____________j:@@ﬁ_______ -6.93

-23.55
41341 421107 2.37

e s S e e e s S e R S S S N N N M G M M M N M M N M M M M M N N M s e e

2082436 1821490

Sources: https://bsmedia.business-standard.com/_media/bs/img/article/2019-09/10/£full/1568055970-8815. jpg,
https://cleantechnica.com/2021/01/16/us-auto-sales-down-2592185-15-in-2020-tesla-up-9/,

https://www.jato.com/wp-content/uploads/2020/04/Chart-1. jpg

US Auto Sales — Q2 2020 vs. Q2 2019 (% Change)

Volvo
Mercedes
Lincoln
Porsche
Alfa Romeo
Hyundai
Kia
Subaru
Acura
Jeep
Lexus
Honda
Volkswagen
GMC
Chevrolet
Ford
Audi

Ram
Buick
Toyota
Genesis
BMW
Cadillac
Tesla
MINI

Infiniti

Fiat
Chrysler
Mitsubishi
Dodge

Tesla sales are a CleanTechnica estimate based on various data points and stalements.
Source: Automakers, CleanTechnica + Created with Datawrapper
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Appendix 2

Calculated 67% 5G market growth following years

Attractive Opportuntites in 5G infrastructure Market
67.1%

= The bG infrastructure market is expacted to reach USD 47,775
Million by 2027 it 15 expecied to grow at a CAGR of 67.1% from
2019 to 2027

» One of the major dnving factors for the 5G infrastructure market

UsSD UsSD Is growing adoption of wvitual networking architecture In
784 47,775 telecommunications.
Million Million

» The 5G infrastructure market 1s pnmanly dnven by the nsing
demand of M2M connections across various industnes,

20192 2027p

e-estimated. p-projected

Sources: https://www.marketsandmarkets.com/Market-Reports/5g-technology-market-202955795.html



