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Thank you and good afternoon everyone. Welcome to today’s conference call to discuss Coherent’s 

results from its first quarter of fiscal 2017. 

 

On the call we have John Ambroseo, our President and Chief Executive Officer and Kevin Palatnik, 

our Executive Vice President and Chief Financial Officer.  

 

I would like to remind everyone that some information provided during this call may include 

forward-looking statements, including, without limitation, statements about Coherent’s future 

events, anticipated financial results, business trends and the expected completion, timing and 

benefits of the Rofin-Sinar transaction.  These forward looking statements may contain such words 

as “expects,” “will,” “anticipates,” or “intends” or referred to as “guidance.” These forward looking 

statements are only predictions and are subject to risks, uncertainties and assumptions that are 

difficult to predict and may cause actual results to vary significantly.  These forward looking 

statements reflect beliefs, estimates, and predictions as of today, and Coherent expressly assumes 

no obligation to update any such forward looking statements. 

 

For a description of risks and uncertainties which could impact these forward looking statements, 

you are encouraged to review Coherent’s periodic SEC filings including its most recent Form 10-K, 

Form 10-Q and Forms 8-K.   

 

I will now turn the call over to John Ambroseo. 

 

 

 

 



 

 

 

Conference Call Prepared Remarks  

Coherent, Inc. Reports First Fiscal Quarter Results 

John Ambroseo, President and Chief Financial Officer 

 

Thanks, Bret.  

 

Good afternoon everyone and welcome to our first fiscal quarter conference call.  As you’ve seen 

from the press release, Coherent posted record performance in the first fiscal quarter of 2017 with 

every market contributing to the results.  I want to commend our operating units for delivering or 

exceeding their customer commitments while we simultaneously kicked off the formal integration of 

Coherent and Rofin.  I also want to acknowledge our global sales team for their record performance. 

 

Quarterly Results 

Bookings of $551.6 million increased 119.0% sequentially and 102.1% versus the prior year period. 

The book-to-bill for the first quarter was 1.59.   

 

Microelectronics 

Microelectronics orders of $373.6 million increased 155.4% sequentially and 97.8% compared to the 

prior year period.   

 

ELA system and service orders were very strong in the first quarter.  The systems were 

predominantly Linebeam 1000s and will be delivered to multiple customers in multiple countries.  

We believe all or nearly all of these tools are designated for flexible OLEDs.  Service demand is 

reflective of high utilization rates as end customers ramp OLED capacity and maintain LTPS-LCD 

output.  In a subsequent event, we have recently received another multi-unit order for Linebeam 

1500s.  The end customer would like them delivered in 2018 and we will be able to accommodate 

their request. 

 

In addition to the front-end ELA process, there are an increasing number of laser-based, back-end 

FPD packaging applications in the mobile handset market.  These apps are linked to specific models, 

drive burst or bubble orders and require rapid fulfillment.  We had planned for several of these in 



our fiscal 2017 operating plan, but have done better than anticipated.  The additional business is 

reflected in our microelectronics market data and we are ramping in several different product 

families and locations to meet delivery requirements. 

 

Semicap bookings grew by double digits in the first quarter, which is consistent with overall trends in 

the market as expressed by Semi, Gartner and IC Insights.  Capacity expansion for 3D NAND is the 

primary growth driver.  Logic capacity expansion is a distant second.  Similar to FPD, semicap fab 

utilization is high and this translated into strong service demand.   

 

Advanced packaging had a nice uptick during Q1.  The microvia business picked up some speed from 

fan-out wafer level packaging, which provides more I/O connections from a die.  Orders from laser 

direct imaging (LDI) applications also improved.  Via drilling and LDI have historically trailed the 

semicap market by approximately six months. 

  

Materials Processing 

First quarter materials processing orders were $96.4 million representing increases of 242.1% 

sequentially and 373.7% versus the prior year period.  The large changes are from the Rofin 

acquisition. 

 

The materials processing vertical is the end market that has expanded the most by virtue of the 

Rofin acquisition.  The traditional marking and engraving business performed well with contributions 

from metal work using UV lasers to textile marking with CO2 products.  Cutting and converting also 

fared well due to volume orders from the package and label industry.  Automotive applications were 

very active and drove orders for ultrafast lasers used in fuel injector nozzle drilling and high-power 

lasers used in powertrain welding.  We also posted record orders for medical device manufacturing 

workstations, where we see meaningful opportunities to expand our business.  

 

Instrumentation and OEM Components 

Instrumentation and OEM components orders of $46.9 million increased 10.3% versus the previous 

quarter and 56.0% versus the prior year period.   

 

The sequential and year-over-year increases arose from an improved outlook from medical OEMs, 

sustained growth in bioinstrumentation and higher demand for medical consumables.  In refractive 

surgery, a major vendor is having success with an excimer-based technique.  This has put pressure 



on other processes that utilize short-pulse lasers, but it is a net positive for Coherent.  

Bioinstrumentation customers are reporting solid growth in reagent sales, which drives demand for 

laser-based instruments across all territories. We are exploring new laser architectures that can 

accelerate instrument deployment through lower pricing.  Our work in medical consumables, 

primarily fiber assemblies for lithotripsy, has been rewarded with a steady increase in business.  

There are more opportunities in this area and we look forward to securing them. 

 

Scientific  

Scientific orders of $34.8 million were down 0.4% sequentially and up 3.1% compared to the prior 

year period. 

 

We had record orders for Astrella™, which is a workhorse tool in applications ranging from applied 

physics to physical chemistry.  Two factors led to this result. Chinese research investments in the 

physical sciences continue to grow and are nearly equal to those in the U.S. We also believe we have 

captured market share for ultrafast amplifiers across multiple geographies.  The multiphoton 

microscopy market is a consistent overall performer.  The mix is shifting towards our newer 

platforms including the Discovery, Monaco and Fidelity due to their applicability in optogenetics.  

Orders for CW and pulse lasers used in life sciences and chemistry were also stable to up.  This 

reflects research trends in Europe and Asia.  The only product area that declined was for certain gas 

lasers due to shifting technology. 

 

This was the sixth year in a row where first quarter orders were similar to or higher than fourth 

quarter orders as opposed to a seasonal drop-off.  This is a reflection of a geographic shift towards 

China and Korea.   

 

Integration Update  

The integration process is fully underway and there have been few surprises one way or the other.  

Our employees are doing a good job of managing change, which is never trivial.  The early work has 

focused on integrating the sales and service organizations, consolidating our semiconductor 

packaging operations and advancing the high-power fiber laser platform.  The sales/service 

integration is on track and we expect to have everyone operating on a single platform in the next 

several months.  The packaging consolidation is also progressing according to plan.  The opportunity 

in the fiber laser market remains compelling.  We are currently producing a 2.5 kilowatt single mode 

module with a 3 kilowatt module nearing completion.  The economics of a higher power module 



look very favorable.  Development work of a Coherent pump chip is underway.  We also have some 

work to do on simplifying the fiber laser supply chain. 

 

Wrap 

We are going to institute a change in our quarterly reporting effective this quarter, meaning fiscal 

Q2.  We will continue to discuss demand trends, but we will no longer report absolute bookings.  

There are several reasons behind our decision.  We are one of the few players in the industry that 

provides bookings granularity, which gives competitors insight into our business.  Our bookings 

volatility has and will continue to be high by virtue of the ELA business where high ASPs can induce 

large swings in bookings.  These swings are not indicative of the long-term potential of the business.  

Finally, the earnings power of the company, especially as it relates to service, has gotten lost in the 

bookings exuberance. We hope this change will put more focus on our key performance metrics. 

 

We’ve put ourselves in prime position to capitalize on the demand environment across our four end 

markets.  Over the coming months, you’ll hear about new products and emerging applications that 

figure squarely into the company’s future.  While there’s much to do, the team is energized and 

focused. 

 

I’ll now turn the call over to Kevin Palatnik, Coherent’s Executive Vice President and Chief Financial 

Officer.   

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



Conference Call Prepared Remarks  

Coherent, Inc. Reports First Fiscal Quarter Results 

Kevin Palatnik, Executive Vice President and Chief Financial Officer 
 

 

Thanks, John.  

 

Today, I’ll first summarize fiscal first quarter 2017 financial results then move to the outlook for 

fiscal Q2 2017. I’ll discuss primarily non-GAAP financial results and ask that you refer to today’s 

press release for a detailed description of our GAAP results, as well as a reconciliation between 

GAAP and non-GAAP financial results. The non-GAAP adjustments relate to stock-based 

compensation expense, amortization of intangible assets, acquisition related costs, restructuring 

costs, purchase accounting and the related tax adjustments. The full text of today’s prepared 

remarks and trended GAAP and non-GAAP supplemental financial information will be posted on the 

Coherent Investor Relations website. A replay of this webcast will also be made available for 

approximately 90 days following the call. 

 

Highlights of the Quarter 

Fiscal first quarter 2017 financial results for the company’s key operating metrics were: 

 Bookings of $551.6 million dollars, 

 Total Revenue of $346.1 million dollars, 

 Non-GAAP Gross Margin of 47.2%, 

 Non-GAAP Operating Margin of 25.8%, 

 Adjusted EBITDA of 28.4%, and  

 Non-GAAP EPS of $2.57 

 

Bookings 

John talked about the approximately $552 million dollars of bookings for the quarter in detail, so I’ll 

move on to the P&L and Balance sheet. 

 

Sales 

Net sales for fiscal first quarter were $346.1 million dollars, which includes Rofin sales for the period 

November 7th thru December 31st. This is an increase of $97.6 million dollars or approximately 39% 

sequentially. The $346 million dollars of sales came in above our previously guided range and is due 



to 66% of Rofin sales occurring following the closing of the transaction, higher than our expected 

55%. Additionally, we saw strength across all 4 market segments Coherent serves with 

Microelectronics, specifically FPD sales, providing the largest contribution.   

Geographically, Asia accounted for 59% of revenues in the first quarter, the US 19%, Europe 18% 

and rest of the world 4%. Asia includes one territory with revenues greater than 10% of total sales.   

Total backlog at the end of the first quarter was approximately $1.2 billion dollars. The shippable 

backlog, defined as shippable within the next 12 months, is approximately $824 million. This 

includes $482 million or approximately 58% of shippable backlog related to flat panel display 

applications. The comparable shippable backlog at the end of fiscal fourth quarter was $605 million, 

of which, $382 million or approximately 63% was related to flat panel display applications. 

 

Other product and service revenues for the fiscal first quarter of 2017 were $101 million or 

approximately 29% of sales. Other product revenue consists of spare parts, related accessories and 

other consumable products and was 24% of sales, representing growth of 42% compared to last 

quarter. Excluding Rofin, growth would have been 12% compared to last quarter. Revenue from 

services and service agreements were approximately 5% of sales, representing growth of 51% 

compared to last quarter. Excluding Rofin, growth would have been 1% compared to last quarter. 

 

We had one customer in South Korea, an integrator to large flat panel display manufacturers, that 

contributed more than 10% of the company’s fiscal first quarter revenues. 

 

Gross Profit, Gross Margin, Operating Margin, EBITDA 

Fiscal first quarter non-GAAP gross profit, excluding stock-based compensation charges, intangibles 

amortization, purchase accounting and restructuring was $163.4 million dollars.  At 47.2% of sales 

for the quarter, non-GAAP Gross Margin came in slightly above the guided range.    

Non-GAAP Operating Margin was 25.8% for fiscal first quarter and was also above the guided range 

for Q1 as a result of the compounding effect of higher gross profits along with lower than expected 

operating expenses. Adjusted EBITDA was 28.4% in fiscal Q1.  

 

Balance Sheet 

Turning to the balance sheet, non-restricted cash, cash equivalents and short term investments was 

approx. $360 million dollars at the end of fiscal Q1, a decrease of approximately $40 million 

compared to the end of last quarter as a result of using cash on hand to partially fund the Rofin 

transaction.  



International cash, primarily in Europe, was $237 million or approximately 66% of the total cash and 

short term investment balance. Approximately 40% of the total cash and short term investments is 

denominated in dollars.   

Accounts receivable DSO was 63 days, an increase of 3 days sequentially.    

The net Inventory balance at the end of the first quarter was approximately $386 million dollars. 

This is a sequential increase of $173 million and was primarily due to the acquisition of Rofin 

inventory which had a value of $178M million on December 31st. 

And Capital spending for the quarter was $15.4 million or 4.4% of sales.   

 

Fiscal Second quarter 2017 guidance 

Now, I’ll turn to our outlook for our second fiscal quarter of 2017. Please note that unlike Q1 

wherein Rofin financial results were included for a partial quarter, Q2 financial results will be 

consolidated for the entire three months of the quarter.    

Accordingly, revenue for fiscal Q2 is expected to be in the range of $390 to $410 million dollars. 

We expect fiscal Q2 non-GAAP Gross Margin to be in the range of 44% to 47%. Non-GAAP gross 

margin excludes intangibles amortization of approximately $11.7 million, inventory step 

amortization of approximately $13.4 million and stock compensation costs estimated at $700K.  

Non-GAAP Operating Margin for fiscal Q2 is expected to be in the range of 22% to 25%. This 

excludes intangibles amortization estimated at a total of $17.4 million, inventory step amortization 

of $13.4 million and stock compensation expense of a total of approximately $7.0 million. 

 

Other income and expense is estimated to be an expense in the range of $8 to $9 million dollars, 

primarily related to interest expense and amortization of the debt issuance costs. We do not include 

transaction gains and losses related to future changes in foreign exchange rates in our outlook. 

 

We expect our non-GAAP tax rate for fiscal Q2 2017, to be approximately 31%. 

 

And, finally, we are assuming weighted outstanding shares of 24.9 million for the second quarter. 

 

I’ll now turn the call back over to the operator for a Q&A session. 

 


