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Coherent, Inc. 

Conference Call Prepared Remarks Q1’15  

Helene Simonet-EVP & Chief Financial Officer 

 

 

Good afternoon everyone and thank you for joining us on today’s call. I will provide financial 

information and John Ambroseo, our President and CEO, will provide a business overview.  

   

As a reminder, any guidance and any statements in today’s conference call pertaining to future 

guidance, market trends, plans, events or performance, are forward-looking statements that 

involve risks and uncertainties, and actual results may differ significantly.  We encourage you to 

refer to the risk disclosures and critical accounting policies described in the Company’s reports 

on Forms 10-K, 10-Q and 8-K, as applicable and as filed from time-to-time by the Company.  

These forward looking statements are subject to the safe harbor provisions of the private 

securities litigation reform act. The Company undertakes no obligation to update any forward 

looking statements. 

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  

Let me first give you the financial highlights of our first fiscal quarter.  We delivered strong 

financial performance with revenues and pro forma earnings above expectations and guidance. 

Revenues for the quarter were $200.6 million with corresponding pro forma earnings of $0.87 

per diluted share.  We ended the quarter with a cash balance of $323 million, reflecting a 

quarterly cash flow from operations of $31 million and cash used for stock repurchases of 

approximately $17 million. Our pro forma EBITDA% for the quarter was 18.7% and compares to 

18.6% last quarter and 16.4% a year ago.  
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Sales 

Net sales for the first quarter of $200.6 million increased $7.1 million or 3.6% compared to the 

same quarter a year ago and decreased $4.7 million or 2.3% sequentially, which is consistent 

with our historical seasonality from the fourth to the first quarter.  Our first quarter ending 

shippable backlog, defined as shippable within the next 12 months, is approximately $296 

million including $102 million or 34% flat panel display shippable bookings.  The comparable 

shippable backlog at the end of the same quarter last year was approximately $281 million, of 

which $73 million or 26% related to flat panel display applications.  

  

Geographically, Asia accounted for 51% of the company’s revenues, US 27%, Europe 17% and 

rest of the world 5%.  

 

Service revenues for the first quarter were $55 million, representing a decline of $2 million 

compared to the fourth quarter. This decline is in line with the guidance we provided last 

quarter. At that time, we highlighted that the first fiscal quarter flat panel system utilization rates 

would be consistent with the fourth quarter run rate and that the cost of ownership reduction we 

introduced to the customer would result in lower quarterly service revenues of approximately 

$2.0 to $2.5 million.  Total service revenues represented about 27% of the total company 

revenues.  

 

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

who contributed more than 10% of the company’s first quarter revenue. This includes the 

shipment of our first Tri-Vyper Linebeam 1500 ELA system.    

 

With respect to revenues by major market application compared to the same quarter a year ago, 

all major markets with the exception of Scientific realized single digit growth rates ranging from 

3% to 8%. Microelectronics’ growth of approximately 8% or $7 million was driven by higher 

revenues for flat panel display applications.  Revenues in the OEM Components and 

Instrumentation market grew approximately 3% as a result of continued strong medical 

application revenues.  Although the Scientific revenues declined year over year, the first quarter 

results met our internal expectations. The decline of $2 million in European scientific revenues 

is partially the result of a tough comparison to Europe’s strongest scientific revenue quarter last 

year.    
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The Company’s sales by major market application for the first quarter are as follows (in $ 

millions). 

 
 Q1’15 Q4’14       Q1’14 

Scientific 31.2 29.1 33.3 

Microelectronics 99.3 102.9 92.3 

Material Processing 28.8 31.9 28.0 

OEM Comp. & Instrumentation     41.3 41.4 40.0 

Total  200.6 205.3 193.6 

 
 
 
Gross Profit, Operating Expenses  
 
The first quarter pro forma gross profit, excluding $0.6 million stock compensation charges and 

$1.5 million intangibles amortization was $84.4 million, or 42.1% of sales, which is slightly above 

the high end of our guidance.  The sequential increase of 160 basis points was primarily the 

result of a more favorable product mix reflecting the net benefit of foreign currency fluctuations 

versus the dollar, coupled with lower other costs resulting from improved inventory management 

and fewer warranty events.  

 

Pro forma period expenses were 26.7% of sales compared to a guidance of 27.0% to 27.5% of 

sales. Expenses were consistent with our estimates; the percentage improved due to higher 

than forecasted revenues.  

Balance Sheet 

Our cash and cash equivalents balance for the quarter was $323 million which represents an 

increase of $4.7 million compared to last quarter.  We have completed our previously authorized 

stock repurchase program of $25 million; the December ending cash balance reflects the 

repurchase of approximately 300 thousand shares for $17.3 million and the remaining $7.7 

million of stock repurchased in January will be reflected in the second quarter financials. Under 

the completed program we repurchased approximately 434 thousand shares.   The Board of 

Directors has authorized an additional stock buyback program to acquire up to $25 million of the 

Company's outstanding stock through January 31, 2016. 
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Approximately $223 million or 70% of the cash balance is held internationally, mainly in Europe. 

Cash flow from operations for the first quarter was strong at $31 million reflecting an 

improvement in working capital management.  

Capital spending for the quarter was $5.1 million or 2.6% of sales.  

 

Second quarter of fiscal year 2015 guidance  

Our current outlook for the second quarter revenue ranges from $195 to $205 million and is 

inclusive of our second Triple Vyper Linebeam 1500 system. In addition, we expect our second 

half revenue for fiscal 2015 to be approximately 10% higher as compared to the first half of the 

fiscal year. 

 

We project the second quarter pro forma gross profit percentage to be in the range of 41.5% to 

42.5% of sales.    As a reminder, the quarterly guidance excludes intangibles amortization of 

$1.5 million and stock compensation costs estimated at $0.6 million. 

 

We anticipate the second quarter pro forma period expenses to increase to approximately 27% 

to 28% of sales mainly as a result of lower customer reimbursements for certain development 

projects. The guidance excludes intangibles amortization estimated at $0.7 million and stock 

compensation costs of approximately $4.0 million.  

 

Other income and expense is estimated to be immaterial. We do not include gains and losses 

related to future changes in the foreign exchange rates in our guidance.  

 

We project our pro forma tax rate to be approximately 28% for the fiscal year.  

 

We forecast our full fiscal 2015 capital spending to be approximately 3.5% of sales.  

 

And, we are assuming weighted outstanding shares for the second quarter of approximately 

25.0 million.  

 

I will now turn over the call to John Ambroseo, our President and CEO. 

 

Coherent, Inc. 
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Conference Call Prepared Remarks Q1’15   

John Ambroseo President & Chief Executive Officer 

 
Thanks, Leen.  

 

Good afternoon everyone and welcome to our first fiscal quarter conference call.    

 

Before I discuss markets and performance, I would like to pay tribute to Charles Townes, the 

co-inventor of the laser, who passed away the other day.  I had the good fortune to meet 

Professor Townes a few years ago and I was struck by his humility and kindness.  All of us in 

the photonics industry owe him thanks for enabling what we do. 

 

Our Q1 P&L results were solid due, in part, to higher revenue and lower warranty expense.  

Bookings were affected by the timing of certain OEM orders, and not by market demand or 

market share changes.  Our regional view is unchanged with Asia trending higher, North 

America being neutral to positive and Europe looking neutral to slightly negative.  Our outlook 

on Europe may change once we better understand how the recently announced ECB stimulus 

package will roll out. 

 

Quarterly Results 

First quarter bookings of $162.5 million decreased 11% sequentially and 19.3% compared to 

the prior year period.  The book-to-bill for the first quarter was 0.81.   

 

Scientific  

Scientific orders of $34.8 million were up 2.4% sequentially and down 8.8% compared to the 

prior year period.   

 

While overall research funding remains flat, there were some notable market and regional 

factors during the most recent quarter.  The increase in life sciences research in Asia is 

continuing and led to record Chameleon™ orders from the region.  Combined with traditional 

physical sciences, Asia also produced record scientific orders. Activity was especially strong in 

China and Korea.  North America and Europe were in-line with expectations and Japan was 

modestly up. 
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The biological imaging market continues to be the largest opportunity in the research market.  

Our Chameleon product line is a workhorse in this area and we recently released the newest 

version at the Neuroscience Conference in November.  The Chameleon Discovery is a different 

architecture than earlier Ti:Sapphire-based Chameleons.  Discovery is an Ytterbium laser with a 

tunable optical parametric oscillator or OPO to provide very broad tuning with leading power 

performance.  The combination allows investigators to target reagents and reactions not easily 

accessible with Ti:Sapphire.  While we have offered OPOs with earlier versions of Chameleon, 

they were pass-throughs from a vendor.  The unit paired with Discovery is a Coherent-

developed device, which is part of our longer-term strategy to reduce costs by owning key 

components and subsystems.  

 

Instrumentation and OEM Components 

Instrumentation and OEM components orders of $31.6 million were down 20.9% sequentially 

and 41.5% versus the prior year period.  The changes predominantly reflect the timing of large 

medical OEM orders, not easing of demand in either medical or instrumentation applications. 

 

Orders from the instrumentation market posted solid doubled digit sequential growth.  The 

growth was skewed towards emerging customers in China, North America and Europe for 

cytometry and sequencing.  Medical OEM customers report stable to increasing demand.  The 

latter could increase the reorder rate in the second half of the fiscal year.  We have also 

launched a new product for the cataract market that supports a broader procedure window.  

This is relevant since research shows not all cataracts are created equal.  The more stubborn 

variety occurs closer to the equator due to increased sun exposure.  Being able to vary the laser 

performance, as our new product does, allows for process optimization. 

 

Microelectronics 

Microelectronics orders of $72.2 million decreased 7.3% sequentially and 10.4% compared to 

the prior year period.   

 

As Leen already mentioned, we shipped the first Triple Vyper™ Linebeam 1500 system in 

December.  The integration and testing of this system was the smoothest we have experienced 

for a first build.  The unit has been delivered to the end customer site and is undergoing 

production qualification.  I want to congratulate our Excimer team and thank our vendors for 
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exemplary work.  We are planning to ship the second unit in the current quarter.  The third and 

final unit from the original order is scheduled for Q4 of fiscal 2015 per the customer’s request. 

 

Overall microelectronics orders reflected the timing of new FPD system orders and seasonally-

adjusted FPD service bookings. The drivers for FPD are unchanged and include higher 

smartphone share, larger screen sizes, lower display unit costs and the emergence of flexible 

displays.  We believe these factors favor larger format annealing systems in excess of one 

meter.  Flexible displays have enabled wearable devices and may be poised for a role in 

automotive applications.  One of the themes at this year’s CES was the connected car.  Digital 

instrument panels would seem to be an ideal fit for flexible displays. 

 

The bulls and the bears have differing opinions on semicap spending for 2015.  SEMI projects a 

record-setting year for capex investment citing over 200 projects around the world.  China is 

vying to become the world’s largest semiconductor manufacturer by utilizing up to $170 billion in 

government support.  If enacted, this could drive a 20% CAGR through 2020 for China’s 

semiconductor industry.  Bears point out that price pressure is high, especially in mobile 

components, and this makes capex expensive.  While we have seen a very modest increase in 

orders, we are starting to receive longer-term scheduling inquiries. These requests have 

historically correlated with an upturn, but it is too early to implement a manufacturing ramp. 

 

API orders increased slightly on a sequential basis and we expect bookings to increase over the 

course of fiscal 2015.  We have broadened our customer set in microvia applications with 

greater emphasis on Chinese and Korean integrators.  We believe this strategy will be beneficial 

in areas like flip-chip packaging.  The laser direct imaging market has posted good utilization 

numbers supporting service demand, slow capacity expansion and a shift to UV diode based 

imagers for the lower end of the market. 

 

Micromaterials processing using short pulse lasers is the most dynamic part of microelectronics.  

Much of the business is tied to consumer electronics, predominantly mobile devices, and is very 

project driven.  We are actively engaged on a number of projects where our newer products like 

the Rapid NX, Avia NX, and Monaco offer process and performance advantages to the 

customer.  

 

 



 8 

Materials Processing 

Materials processing orders of $24 million were down 22.5% sequentially and 16.8% versus the 

prior year period.   

 

Bookings were lower following an exceptionally strong fourth quarter as well as exhibiting some 

seasonal effects.  Nonetheless, demand for our new J-Series CO2 lasers was very strong, 

posting high sequential and year-over-year growth.  We also released a redesigned laser 

manufacturing workstation, the META™ 10C equipped with a kilowatt CO2 laser for the job shop 

market.  Customer response has been positive.  The metal cutting market is very active.  At 

Fabtech, some of the larger integrators were showing early homegrown fiber lasers or 

discussing plans to introduce them.  This is driven by the twin desires of differentiation and cost 

control.  If successful, the trend will drive more top-down and bottom-up vertical integration.  

The numbers for additive manufacturing are also showing positive trends.  For us, this has 

manifested as orders for CO2 and UV lasers in polymer processes.  It also appears to be driving 

demand for mid-power (500W-1kW) fiber lasers and direct diode systems. 

 

Wrap 

I’d like to share our outlook on the balance of fiscal ‘15.  We are working a large number of OEM 

opportunities including new FPD orders.  We expect a significant bookings step-up over Q1 as 

these opportunities convert into orders, some of which will be shippable in the current fiscal 

year.  Based upon these projections and combined with our current backlog, second half 

revenue for fiscal 2015 should be approximately 10% higher as compared to the first half of the 

fiscal year. 

 

We’ve continued to do a very good job of generating cash.  We are particularly pleased with the 

seasonally low receivables and an inventory reduction.  As Leen already mentioned, we 

deployed part of the cash to complete our outstanding $25 million buyback and to place a fresh 

$25 million authorization.  Including the completed buyback, Coherent has returned over $420 

million to shareholders since 2008.  We are also evaluating a number of strategic M&A deals. 

 

We’re presenting at the Stifel Technology conference in San Francisco on Monday, February 

9th.  We’re also hosting tours with several analysts at Photonics West. 

 

I’ll now turn the call back over to the operator for the Q&A session. 
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SPECIAL NOTE REGARDING NON-GAAP FINANCIAL MEASURES 
NON-GAAP FINANCIAL MEASURES: Coherent utilizes a number of different financial measures, both GAAP and non-GAAP, in 
analyzing and assessing the overall business performance, for making operating decisions and for forecasting and planning future 
periods. Coherent considers the use of non-GAAP financial measures helpful in assessing its current financial performance, ongoing 
operations and prospects for the future. Ongoing operations are the ongoing revenue and expenses of the business, excluding 
certain costs that Coherent does not anticipate to recur on a quarterly basis or which do not reflect ongoing operations. While 
Coherent uses non-GAAP financial measures as a tool to enhance its understanding of certain aspects of its financial performance, 
Coherent does not consider these measures to be a substitute for, or superior to, the information provided by GAAP financial 
measures. Consistent with this approach, Coherent believes that disclosing non-GAAP financial measures to the readers of its 
financial statements provides such readers with useful supplemental data that, while not a substitute for GAAP financial measures, 
allows for greater transparency in the review of its financial and operational performance. In assessing the overall health of its 
business, Coherent excluded items in the following general categories described below: 
  
Pro forma Net income (loss) and net income (loss) per basic or diluted share.  We have excluded certain recurring and non-
recurring items  in order to enhance investors’ understanding of our ongoing operations and to compare these results across 
multiple fiscal periods, particularly where a one-time event may have an impact in one fiscal quarter and not another. 
 
Pro forma EBITDA is defined as operating income adjusted for depreciation, amortization, stock compensation expenses, major 
restructuring costs and certain other non-operating income and expense items. We have excluded these items in order to enhance 
investors' understanding of our ongoing operations. This measure is used by some investors when assessing the performance of 
Coherent. 
 
Each of the non-GAAP financial measures described above, and used herein, should not be considered in isolation from, or as a 
substitute for, a measure of financial performance prepared in accordance with GAAP. Further, investors are cautioned that there 
are inherent limitations associated with the use of each of these non-GAAP financial measures as an analytical tool. In particular, 
these non-GAAP financial measures are not based on a comprehensive set of accounting rules or principles and many of the 
adjustments to the GAAP financial measures reflect the exclusion of items that are recurring and will be reflected in Coherent’s 
financial results for the foreseeable future. In addition, other companies, including other companies in Coherent’s industry, may 
calculate non-GAAP financial measures differently than Coherent does, limiting their usefulness as a comparative tool. 

 

 


