
1 
 

 

 

 

 

 

Austin Swisher 

Nvidia Strategic & Financial Analysis 

6/23/2023 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



2 
 

 

 

Table of Contents 

1. Executive Summary 

2. Company Mission Statement Analysis 

3. External Environment Assessment  

a. Sectors 

b. Industry Environment 

c. Operating Environment Profiles 

4. Internal Resource Profile 

a. Resource Based View 

b. Value Chain Analysis 

c. Strength and Weaknesses 

5. Financial Analysis 

a. Overview 

b. Ratio Analysis 

c. Market Versus Book Value 

d. Strengths and Weaknesses  

6. Corporate Strategic Alternatives 

7. Business Strategic Alternatives  

8. Strategic Choice 

9. Institutionalization Processes 



3 
 

10. Covid-19 Addendum 

 

 

Executive Summary 

 Headquartered in California, Nvidia is a technology firm that specializes in the 

development and production of graphics processing units, system chips, and software that cater 

to a wide array of industries. The company, which was established in 1993, is renowned for its 

premium-quality products. It primarily targets four sectors: gaming, professional visualization, 

data centers, and self-driving vehicles. To meet the unique needs of these sectors, Nvidia offers 

a diverse product portfolio, featuring gaming GPUs, Tensor Cores for AI and machine learning, 

and dedicated processors for autonomous vehicles. With a market valuation surpassing $500 

billion and a workforce exceeding 20,000 individuals, Nvidia is a titan in its field. 

Nvidia has successfully positioned itself at the forefront of the graphics processing and 

AI industries by consistently delivering top-tier products for the gaming, data center, and 

automotive markets. To sustain their industry dominance, they need to keep driving forward 

with fresh and groundbreaking technologies. 

The semiconductor industry is a fiercely competitive and rapidly progressing sector 

concerned with the conceptualization, fabrication, and marketing of semiconductor chips 

essential for various electronic devices. Key players in this field, aside from Nvidia, include giants 

like Intel, TSMC, Qualcomm, and AMD. In this industry, the formula for success consists of 
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innovation, effective manufacturing methodologies, and affordable production. Companies that 

prioritize extensive research and development usually remain a step ahead of their rivals by 

creating chips with superior performance, lesser power requirements, and more functionalities. 

Moreover, companies with streamlined and economical manufacturing techniques can produce 

chips at a lower price, securing a competitive edge. 

Mission Statement Analysis 

Nvidia’s official mission statement is: “Our mission is to accelerate human progress by delivering 

the power of AI, high-performance computing, and visualization technologies to the world.”  

 The company is committed to the development of innovative technologies that propel 

the AI industry forward, while also striving to democratize access to advanced computing and 

visualization tools for people and organizations globally. The primary goal is to foster progress 

and enhance the quality of human life. Their mission statement encapsulates their role in the 

computing sector and their technological aspirations. The terms "high-performance computing" 

and "visualization technologies" imply their core products - advanced processors and software 

for computing systems. By declaring their intent to "accelerate human progress," Nvidia not 

only positions itself at the leading edge of technology but also conveys its commitment to public 

service, thus shaping their corporate image and commanding respect within their industry. 

Being the largest publicly traded entity in the semiconductor industry, they uphold stringent 

product standards and guard their public perception vigilantly. The reference to "high-

performance computing" indirectly attests to their product quality, a prerequisite for high-

performance goods across all industries. 
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In the context of the eight mission components, Nvidia's mission statement lacks direct mention 

of Company Self and customer service. Although consumer electronics contribute significantly 

to their profits, the company primarily frames its work within the domains of research and 

advancement. The mission statement serves to define what they do and its importance, rather 

than clarifying what they are. 

While Nvidia's mission statement effectively highlights their industry objectives, it invites 

critique. It might be deemed too sweeping and ambitious, with "accelerate human progress" 

posing as a monumental task for a single organization. The statement also encompasses AI and 

high-performance computing, two vastly disparate and intricate technology sectors. It also fails 

to address any particular social or ethical dilemmas related to the evolution and application of 

AI technologies. As AI permeates our lives, concerns around privacy, accountability, and bias are 

escalating. Critics might argue that a leading AI industry player should take a more active stance 

on these issues. Nevertheless, Nvidia's mission statement is succinct and clearly underlines the 

company's aim of harnessing technology for progress. It's a lucid, aspirational statement 

aligning with the company's overall brand and trajectory. 

While Nvidia's existing mission statement is well-defined and aspirational, it could be 

reinforced in several ways. Firstly, incorporating a clause about social responsibility and ethical 

AI development could demonstrate the company's pledge to maintain transparency and 

accountability in its AI development endeavors, and its commitment to the ethical use of AI 

technologies. Secondly, by concentrating on a particular technological field or innovation that 

aligns with the company's strengths and ethos, Nvidia could craft a more focused and impactful 

mission statement. For instance, the firm could spotlight its prowess in graphics processing or 
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AI-driven robotics, thereby showcasing its commitment to pushing the boundaries in these 

specific areas. By integrating these recommendations, Nvidia could develop a mission statement 

that is both aspirational and tangible, capturing the company's commitment to technological 

innovation and ethical responsibility. 

 

External Environment Assessment 

The external environment significantly affects a company's prosperity and is constituted 

of various factors and sectors, each exerting a unique influence. The macro environment 

comprises elements like the economy, politics, societal trends, and technology. Though not 

directly influencing a business, these factors shape the overall environment in which a business 

functions. The industry environment involves elements exclusive to the industry in which a 

company operates, such as competition, suppliers, customers, and potential new market 

entrants. The operational environment includes everyday business operations like supply chain 

logistics, production processes, and workforce availability, directly influencing a company's 

ability to satisfy customer demand and execute orders. 

It's crucial for businesses to be cognizant of and adaptable to their external environment 

to thrive. Companies that monitor and respond appropriately to these external elements can 

secure success and durability in an ever-evolving business landscape. 

Several external factors shape Nvidia's demand within the semiconductor industry. In the 

context of the macro environment, economic aspects carry substantial weight. Variations in the 

global economy, such as downturns or expansions, can sway demand for Nvidia's offerings. 
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Political elements, like trade policies or alterations in governmental regulations, can also affect 

demand for Nvidia's products. 

Societal factors, like changing consumer preferences and perceptions towards 

technology, can impact Nvidia's demand. The growing adoption of AI and similar cutting-edge 

technologies can boost demand for Nvidia's products. Technological aspects are crucial as 

technological progress can make existing products outdated or less appealing. Nvidia must 

consistently innovate and stay ahead of its rivals to maintain product demand. Finally, 

environmental factors, like issues around energy consumption and sustainability, can impact 

demand for Nvidia's products. As consumers and businesses become more environmentally 

aware, they might seek more energy-efficient and sustainable technology solutions. 

Among the external environmental sectors, economic and technological factors bear particular 

relevance for Nvidia, while political, societal, and environmental factors are somewhat less 

crucial. 

From an economic standpoint, global economic health, particularly the vitality of the 

technology sector and consumer purchasing power, heavily influences demand for Nvidia's 

products. A recession or global economic decline could result in diminished demand for Nvidia's 

products. Conversely, an economic surge could trigger increased demand, especially for gaming-

related products. 

From a technological standpoint, innovation is a principal demand stimulator in the 

semiconductor industry, and Nvidia has successfully positioned itself as a leader in areas such as 
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AI and high-performance computing. To maintain its market position, Nvidia must keep pace 

with technological advancements and stay ahead of its competitors. 

In terms of political, societal, and environmental factors, they are less critical for Nvidia. 

Nonetheless, political stability is essential for the global technology sector, as political 

disturbances can disrupt supply chains and global markets. Societal shifts such as evolving 

consumer preferences could affect demand for Nvidia's products over time. Environmental 

factors like climate change may indirectly influence Nvidia through regulations or market 

demand for greener technologies. Although all five sectors of the external environment warrant 

consideration, economic and technological factors particularly impact Nvidia's success in the 

semiconductor industry. 

Industrial Environment 

The five forces model can be applied to assess the competitive landscape of the 

semiconductor industry, specifically in relation to Nvidia. The first force, the risk of new 

entrants, is fairly low in this sector due to the considerable barriers to entry, such as the 

substantial investment necessary for semiconductor development and manufacturing. This 

dynamic has enabled established entities like Nvidia to sustain a commanding market position. 

The second force, the supplier bargaining power, is also fairly low, given that semiconductor 

manufacturers have a plethora of suppliers to pick from and can readily switch among them. 

The third force, buyer bargaining power, can be considered moderate since large 

consumers like computer manufacturers possess some negotiation leverage with semiconductor 

producers. Despite this, Nvidia has successfully maintained robust customer relationships 



9 
 

through the differentiation of its products and a formidable brand reputation. The fourth force, 

the threat of product substitutes, is also moderate since while there exist some alternatives to 

semiconductors, they have not yet evolved enough to present a considerable threat. 

The fifth and final force, the competitive rivalry intensity, is quite high in the 

semiconductor industry. Several major contenders, including AMD and Intel, are competing for 

market dominance, continually introducing new products to maintain an edge. Nvidia's robust 

brand and reputation for delivering high-performance products have granted it a competitive 

advantage, but it needs to persist in its innovation and development of new technologies to 

remain at the forefront of its competitors. 

 

 

Competitor Operating Environment  

When building operating environment profiles for competitors, it's crucial to consider 

the potent forces shaping the industry and how each competitor is impacted. In the 

semiconductor sector, rivals grapple with several forces, including supplier and customer 

bargaining power, the threat of newcomers, and the fierceness of competitive rivalry. 

As a key player in the industry, Nvidia has numerous competitive edges. One such 

advantage is its strong brand recognition, which attracts customers and sustains a loyal 

consumer base. Moreover, the company places a high emphasis on innovation and research, 

enabling it to stay technologically ahead of its rivals. Nvidia has also developed a robust network 
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of partners and suppliers, providing it an advantage when it comes to securing critical 

components and resources. 

Other industry contenders, such as Intel and AMD, also possess their unique competitive 

advantages. For instance, Intel has a dedicated focus on manufacturing and has substantially 

invested in its production capabilities. This commitment enables the company to produce chips 

at a lower cost than its competitors, providing it a pricing advantage. On the other hand, AMD 

has made strategic acquisitions in recent years to bolster its industry position, like its acquisition 

of Xilinx, giving it an edge in the realm of data center computing. 

 

Industry Environment Analysis 

From the standpoint of the Resource-Based View, Nvidia's physical resources comprise 

its advanced manufacturing sites, strong brand image, a varied product range, and robust 

financial health. These tangible assets have been instrumental in the company's prosperity, 

allowing it to create state-of-the-art technologies, execute effective marketing strategies, and 

finance research and development initiatives. 

When it comes to intangible resources, Nvidia is in possession of valuable intellectual 

property, including patents and proprietary software, alongside a talented and experienced 

workforce dedicated to innovation. Additionally, the company has built solid relationships with 

its industry partners and clientele. These intangible assets have facilitated Nvidia's ability to 

create unique and differentiated offerings, establish a competitive edge, and construct a 

respected reputation within its sector. 
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On the topic of organizational capabilities, Nvidia excels in efficiently managing its 

resources, leveraging its partnerships and collaborations, and skillfully adjusting to market 

changes and the evolving technology landscape. The company has shown impressive leadership 

and strategic foresight, which have been crucial in successfully navigating the competitive 

terrain and retaining its status as a leading provider of innovative technological solutions. 

In summary, Nvidia's tangible and intangible resources, alongside its organizational 

capabilities, have bestowed upon it a sustained competitive edge in the semiconductor industry. 

The firm's emphasis on innovation and strategic alliances has enabled the creation of unique 

and differentiated offerings. Meanwhile, its sound financial standing and effective resource 

management have provided the means for continued investment in research and development, 

driving further growth and profitability. 

Value Chain Analysis 

 The primary activities within Nvidia's value chain start with inbound logistics, which 

involves sourcing and procuring raw materials like semiconductors and other electronic 

components from a variety of suppliers. It is crucial for Nvidia to manage this process efficiently 

and ensure high-quality inputs for its products. 

Next comes operations, where these materials are transformed into finished products. 

This involves the design, development, and manufacturing of Nvidia's graphics processing units 

(GPUs) and AI technologies. This phase requires a high level of precision, attention to detail, and 

efficiency, given the complexity of these products. 
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Outbound logistics is the next step in the chain. This involves all the activities required to 

get the finished product to the customer, including warehousing, order fulfilment, 

transportation, and distribution. Nvidia has to ensure that its products reach the global market 

promptly and in excellent condition to maintain customer satisfaction and brand reputation. 

Marketing and sales is another primary activity, where Nvidia works on creating demand 

for its products. This involves strategic marketing campaigns, relationship building with 

customers, partnerships with other tech companies, and providing training and support for 

developers who use their technologies. Nvidia has managed to create a strong brand in the 

market with a reputation for high-quality and cutting-edge technology, which helps drive sales. 

The final primary activity is service, which includes activities like customer support, 

software updates, and addressing any technical issues that customers may have with Nvidia 

products. By providing excellent post-sale services, Nvidia can increase customer satisfaction, 

foster loyalty, and drive repeat business. 

In terms of support activities, procurement is vital as it involves acquiring the resources 

needed for operation, such as equipment, raw materials, and technology. The company's 

technology development includes research and innovation efforts, critical for Nvidia to maintain 

its competitive edge in the industry. Human resource management is important to attract, 

develop, and retain the skilled workforce required to design and develop Nvidia's advanced 

products. Finally, infrastructure refers to the systems and processes that support the company's 

day-to-day operations, such as finance, legal, IT systems, and management structure. These 

functions are essential to the smooth running of the organization. 
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Each of these activities, both primary and support, add value to Nvidia's end product 

and contribute to the overall competitive advantage of the company in the semiconductor 

industry. 

Strengths and Weaknesses 

Nvidia's strength in its value chain lies in its robust Research and Development and the 

strong brand reputation it has established. The company is recognized for continuously pushing 

the boundaries in the technology industry, especially in graphics processing units (GPUs) and 

artificial intelligence (AI). Strategic partnerships in AI research further fortify this position, 

distinguishing Nvidia from its competition. 

The company's products are known for their high quality and performance, particularly 

within the gaming community. This reputation helps Nvidia to stand out in the highly 

competitive market and justifies the premium price attached to its products. Furthermore, 

Nvidia's early emphasis on GPUs and AI technologies has given it a significant market advantage 

in these rapidly growing sectors. 

However, Nvidia's value chain does have its vulnerabilities. One notable weakness is the 

company's dependence on external manufacturers for key components. This reliance poses a 

risk as any disruption in the supply chain—potentially due to geopolitical issues, natural 

disasters, or other unforeseen circumstances—could significantly impact Nvidia's operational 

capabilities. 

Another potential weakness is Nvidia's high-cost structure. The premium pricing of 

Nvidia's products, while indicative of their superior quality, may deter budget-conscious 



14 
 

customers. This situation gives competitors an opportunity to capture a segment of the market 

with more affordably priced products. 

Comparatively, AMD presents a direct competition in the GPU market but also has a 

substantial presence in the CPU market. On the other hand, Intel, traditionally a leader in the 

CPU market, has diversified its offerings to cater to various sectors like cloud computing and 

Internet of Things (IoT) devices. 

In terms of cost, both AMD and Intel potentially hold an advantage over Nvidia, courtesy 

of their integrated manufacturing operations. This integration gives them greater control over 

production costs and, by extension, pricing. Overall, Nvidia's strengths and weaknesses in its 

value chain are similar to those of its key rivals, with each company having its own unique areas 

of expertise and opportunities for improvement. 
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Financial Analysis 

General Financial Overview 

Green = Nvidia, Blue = Intel 

 

 

 

 

 

Nvidia has been demonstrating an impressive expansion, particularly in the gaming and 

data center sectors. In the last five years, the company has sustained a consistent rise in both its 

revenue and net income. Nvidia's 2018 figures reported a revenue of $11.72 billion alongside a 

net income of $4.14 billion. Fast forward to 2022, these numbers had escalated to a revenue of 

$23.53 billion and net income of $7.11 billion. This equates to a revenue augmentation of 

100.5% and a net income enhancement of 71.6%. 
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In contrast, Intel has grappled with a few obstacles recently, such as intensifying rivalry 

from AMD and postponements in the launch of its next-generation chips. However, 

notwithstanding these hurdles, Intel has managed to uphold relatively constant revenue and net 

income statistics over the past 5 years. In 2018, Intel recorded a revenue of $70.85 billion with a 

net income of $21.05 billion. By 2022, these figures had climbed to a revenue of $78.72 billion 

but a slightly decreased net income of $20.31 billion, translating to a revenue growth rate of 

11.1% and a net income drop of 3.5%. 

Judging solely by net income and revenue, Nvidia has indeed surpassed Intel in the past 

5 years with respect to growth rate. 

Ratio Analysis 

In terms of liquidity, the current ratio serves as an appropriate measurement for 

contrasting Nvidia and Intel. The current ratio evaluates a corporation's capacity to settle its 

short-term obligations utilizing its short-term assets. It's a significant ratio as it demonstrates 

whether a firm has adequate liquidity to fulfill its immediate obligations. A loftier current ratio 

typically signifies superior liquidity. 

Nvidia and Intel are both sizable corporations possessing substantial quantities of 

current assets and liabilities. Assessing their current ratios could shed light on the efficiency of 

their short-term financial management. 

An overview of the past five years reveals that Nvidia typically held a higher current ratio 

than Intel, suggesting a more robust liquidity position for Nvidia. In 2018, Nvidia's current ratio 

stood at 7.08, contrasting with Intel's 1.73, revealing a significantly healthier liquidity position 
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for Nvidia. Nevertheless, the distinct sectors these companies operate in can affect their 

liquidity ratios. 

In 2019, Nvidia's current ratio ascended to 8.42, while Intel's ratio declined to 1.4. This 

indicates an enhancement in Nvidia's liquidity stance, while Intel's position experienced a 

decline. 

2020 saw both corporations undergoing fluctuations in their current ratios, with Nvidia's 

ratio dipping to 3.92 and Intel's increasing to 1.91. Nevertheless, Nvidia continued to maintain a 

superior ratio, indicating a healthier liquidity status than Intel's. 

In 2021, both corporations observed an enhancement in their current ratios, with 

Nvidia's surging to 7.15 and Intel's to 2.13. Yet, Nvidia's ratio remained higher, suggesting a 

continuously superior liquidity position. 

In 2022, both corporations witnessed a reduction in their current ratios, with Nvidia's 

descending to 3.39 and Intel's to 1.57. Despite this, Nvidia maintained a superior current ratio, 

indicating a consistently stronger liquidity position.Overall, while both companies experienced 

fluctuations in their current ratios over the past five years, Nvidia generally had a stronger 

liquidity position than Intel throughout the period. 
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Regarding leverage, the debt-to-equity (D/E) ratio is a suitable metric to compare Nvidia 

and Intel. This ratio gauges the balance between debt financing and equity financing utilized by 

an organization. A higher D/E ratio typically suggests a greater financial risk since the company 

is substantially dependent on debt for its operations. 

Nvidia and Intel both bear significant debt, offset by a considerable quantity of equity. A 

comparison of their debt-to-equity ratios could yield insights into the extent of debt each 

company uses to fund its operations. 

Reviewing the data at hand, Nvidia's debt-to-equity ratio shows variance across the last 

five years. The ratio stood at 0.44 in 2018, demonstrating Nvidia's relatively low level of financial 

leverage. This ratio experienced a slight decrease to 0.41 in 2019, suggesting a further decline in 

financial leverage. 

However, 2020 saw a significant increase in Nvidia's debt-to-equity ratio, reaching 0.75, 

indicating an escalation in the company's financial leverage, potentially due to COVID-19's 

impact on operations. The ratio receded slightly to 0.71 in 2021, suggesting a decrease in 

Nvidia's financial leverage. 

2022 saw another increase in the ratio to 0.9, suggesting that Nvidia boosted its financial 

leverage once more. Various factors could have contributed to the 2022 surge in the debt-to-

equity ratio, such as the need to finance expansion strategies or acquisitions, or an alteration in 

the company's fiscal policies. 

Contrastingly, Intel's debt-to-equity ratios over the same period were generally superior 

to Nvidia's. In 2018, Intel's debt-to-equity ratio was 0.71, exceeding Nvidia's 0.44. This ratio 
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experienced a further increase to 0.76 in 2019, suggesting an increase in Intel's financial 

leverage. 

2020 saw another escalation in the ratio to 0.89, indicating continued leverage increase 

for Intel. However, the ratio slightly decreased to 0.77 in 2021, suggesting a decline in Intel's 

financial leverage. 

In 2022, the ratio remained fairly stable at 0.76, indicating Intel sustained a moderate 

level of financial leverage. 

In summary, Intel generally exhibited a higher debt-to-equity ratio than Nvidia over the 

past five years. While Nvidia's ratio varied during this period, Intel's remained fairly stable. This 

implies Intel relied more on debt financing than Nvidia. However, it's critical to remember that 

different sectors and business models may necessitate varying levels of financial leverage, and a 

high debt-to-equity ratio doesn't inherently signal poor financial health. 

 

 

 

 

In terms of efficiency, the inventory turnover ratio is an effective measure to compare 

Nvidia and Intel. The inventory turnover ratio quantifies the frequency at which a company's 

inventory is sold and replenished over a specific duration. Generally, a higher inventory turnover 

ratio indicates superior efficiency in inventory management. 
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Both Nvidia and Intel hold inventory as part of their operations. Comparing their 

inventory turnover ratios can yield insights into the efficiency of their inventory management. 

Reviewing the provided figures, Nvidia's inventory turnover ratio demonstrates variation 

across the last five years. The ratio stood at 4.10 in 2018, then dropped to 3.29 in 2019, 

suggesting Nvidia was selling inventory at a slower pace. However, a significant rise to 4.35 in 

2020 indicates the company was selling inventory more rapidly. 

The inventory turnover ratio continued its climb in 2021, reaching 4.64, suggesting that 

Nvidia kept up its accelerated rate of inventory sales. However, a decrease to 3.60 in 2022 

signals a slowdown in the speed at which the company sold its inventory compared to the 

previous year. 

When examining Intel's inventory turnover ratios during the same period, one can also 

observe fluctuations. The ratio stood at 3.81 in 2018 and slightly decreased to 3.73 in 2019, 

implying that Intel sold its inventory more slowly. However, the ratio climbed to 3.99 in 2020, 

indicating a quicker rate of inventory sales. 

In 2021, the inventory turnover ratio declined again to 3.67, suggesting that Intel sold its 

inventory more slowly. The ratio decreased further in 2022, down to 3.02, hinting at challenges 

the company faced in selling its inventory. 

In summary, both Nvidia and Intel experienced fluctuations in their inventory turnover 

ratios over the past five years, with each company witnessing periods of quicker and slower 
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inventory turnover. Generally, Nvidia's inventory turnover ratios exceeded those of Intel, 

suggesting Nvidia sold its inventory at a quicker pace. This could be a positive indication for 

Nvidia, reflecting efficient inventory management and strong product demand. 

 

 

 

 

In terms of profitability, the return on equity (ROE) ratio is an effective metric for 

comparing Nvidia and Intel. The ROE ratio quantifies the return a company earns on the equity 

invested by its shareholders. Generally, a higher ROE suggests superior profitability, as it 

indicates the company is generating more profit from shareholders' investments. 

Both Nvidia and Intel hold considerable equity and produce significant profits. A 

comparison of their ROEs can offer insights into the effectiveness of their equity utilization to 

generate profits. 

Upon examining the provided ROE ratios, it is apparent that Nvidia's ROEs have 

surpassed Intel's over the past five years, suggesting that Nvidia has been more efficient in 

generating profits from shareholders' investments. 
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23.76%, which could raise investor concerns. The ratio rebounded in 2020 to 28.05% and rose 

further to 40.72% in 2021, indicating that the company generated higher profits from its equity. 

Yet, the ratio experienced another decrease in 2022 to 24.28%, implying a decline in the 

company's profitability in that year. 

On the contrary, Intel's ROE ratio has consistently trailed Nvidia's over the past five 

years, suggesting the company has been less efficient in generating profits from its equity. In 

2018, the ratio was 29.42%, slightly falling to 28.03% in 2019. The ratio experienced further 

decreases in 2020 and 2021, landing at 26.63% and 22.67% respectively. By 2022, the ratio had 

significantly dropped to 7.87%, a potential cause for investor concern. 

In summary, Nvidia's ROE ratios have consistently outperformed Intel's over the past five 

years, suggesting that Nvidia has been more efficient in generating profits from its shareholders' 

investments. This could reflect positively on Nvidia, potentially making the company a more 

appealing investment option for investors seeking profitable enterprises. 
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Market Versus Book Value 

 

From 2018 to 2022, Nvidia's WACC consistently outpaced Intel's, although Nvidia's WACC 

trended downward while Intel's varied over the period. A higher WACC implies an increased 

cost of capital and more hurdles in financing, whereas a lower WACC signifies a smoother 

financing path. Comparatively, Intel seems to have enjoyed a less expensive cost of capital than 

Nvidia. 

Book value per share is the residual value for shareholders if the company were to liquidate all 

its assets and settle all its obligations. This value is calculated by dividing the total book value of 

the company's assets by the total outstanding shares. 

The price to book value ratio is a valuation metric that juxtaposes a company's market price per 

share with its book value per share. A ratio greater than 1 indicates that the stock is trading at a 

premium relative to its book value, while a ratio less than 1 signifies that the stock is trading at a 

discount. 

Nvidia: 30.22 

Nvidia Wacc Intel Wacc 

2018 16.87% 2018 6.55% 

2019 16.01% 2019 5.68% 

2020 15.74% 2020 4.32% 

2021 8.79% 2021 4.45% 

2022 8.26% 2022 6.45 
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With a price to book value ratio of 30.22, the market is pricing the company's assets at a 

premium that is 30 times their book value. This indicates that investors hold high hopes for 

Nvidia's future expansion and profitability, demonstrating their willingness to pay a hefty 

premium for its shares. 

Intel: 1.31 

A price to book value ratio of 1.31 means the market is pricing the company's assets at a 31% 

premium above their book value. This shows that investors are upbeat about Intel's future 

potential and are prepared to pay an extra amount over the book value for its shares. 

 

Strength and Weaknesses 

Strengths: 

Robust liquidity: Nvidia has consistently exhibited a high current ratio over the past half-decade, 

signifying that it possesses sufficient short-term assets to meet its immediate liabilities. This 

underscores the company's robust liquidity and its capability to fulfill financial commitments. 

Minimal debt: Nvidia's debt-to-equity ratio is low, suggesting that the company relies less on 

debt in comparison to its equity. This signals a robust financial stance, indicating minimal 

dependence on debt funding. 

Effective asset utilization: Nvidia's impressive inventory turnover ratio intimates that the 

company is proficient in managing its inventory levels, effectively selling and replacing its 

inventory. This can help mitigate inventory obsolescence risk and augment profitability. 
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Impressive profitability: Nvidia has continuously demonstrated substantial returns on equity 

(ROE) over the previous five years, signifying that the company generates considerable profits 

from its equity base. This indicates a profitable business model and the potential for significant 

returns for shareholders. 

These strengths portray Nvidia as a financially robust entity, laying a solid groundwork for 

sustained growth and success moving forward. 

Weaknesses: 

Variable current ratio: Despite Nvidia maintaining a fairly high current ratio over the past five 

years, the ratio has seen significant variation. This might signal that the company's short-term 

liquidity situation is somewhat unstable and could be influenced by sudden changes in the 

business landscape. 

Inconsistent inventory turnover: While Nvidia boasts a high inventory turnover ratio, it has seen 

notable fluctuations over time. This could suggest potential inconsistency in the company's 

inventory management or that product demand might be somewhat unstable. 

Comparatively high price-to-book ratio: Nvidia's price-to-book ratio significantly overshadows 

that of competitor Intel, indicating that the market possibly holds a more positive outlook for 

Nvidia's future growth. Nonetheless, a high price-to-book ratio might also signal an overvalued 

stock, presenting potential risk for investors. 

While these weaknesses don't necessarily ring alarm bells, they do indicate areas where Nvidia 

could enhance its financial performance to further solidify its long-term position and stability. 
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Corporate Strategic Alternatives 

One potential approach for Nvidia to evolve its corporate level strategy involves seeking 

acquisitions or investments in entities specializing in artificial intelligence (AI) and machine 

learning (ML). This tactic could enable Nvidia to broaden its footprint in these swiftly expanding 

sectors and secure a competitive edge in the creation of future computing platforms. 

In order to execute this strategy effectively, Nvidia must pinpoint fitting acquisition 

targets or investment prospects, successfully incorporate any new businesses into its pre-

existing operations, and capitalize on its current expertise in GPUs and related technologies to 

spur growth in AI and ML markets. 

The potential advantages of this strategy may encompass augmented revenue and 

profitability, bolstered technological capacities, and enhanced competitive stance. Nonetheless, 

there are also risks and downsides to acknowledge, such as the risk of overpaying for an 

acquisition or investing in a firm that underperforms. Furthermore, there might be challenges 

tied to integrating a new business into Nvidia's operations and culture. The company also needs 

to ensure that it maintains a clear focus on its key competencies while exploring fresh growth 

avenues. 

Business Strategic Alternatives 

A viable business-level strategic alternative for Nvidia could be to venture into vertical 

integration by developing and manufacturing its own processors, as opposed to depending on 

third-party suppliers such as Intel. Such a maneuver could offer multiple advantages to Nvidia. 
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Primarily, vertical integration could provide Nvidia with increased control over its supply 

chain, leading to heightened efficiency and cost reductions. By owning its production process, 

Nvidia could streamline operations and lessen reliance on external vendors, lowering the risk of 

supply chain disturbances and potentially trimming costs. This could endow Nvidia with a 

competitive cost structure, facilitating more competitive pricing or additional investment in 

innovation. 

Furthermore, vertical integration could result in superior quality control and expedited 

product development. With Nvidia designing and manufacturing its own processors, the 

company could exert more control over design and production, aiding in maintaining high-

quality products aligned with customer demands. Plus, by controlling the entire production 

cycle, Nvidia could potentially hasten the time to market for new products, providing a 

competitive advantage. 

Lastly, vertical integration could bolster Nvidia's standing as a technology pioneer. By 

owning the entire product creation process, from design to production, Nvidia could set itself 

apart from competitors and solidify its position as a leader in the tech industry. While there are 

risks involved with vertical integration, like high expenses and the hurdle of acquiring new 

competencies, on balance, this strategy could prove beneficial for Nvidia, granting it enhanced 

control, efficiency, and competitiveness in the market. 

Strategic Choice 

Considering Nvidia's robust financial standing and their pioneering contributions to 

consumer electronics and AI-related software, adopting a corporate level strategy would be 
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fitting. This could potentially broaden Nvidia's foothold in these fast-paced industries and 

position it competitively in the development of future computing platforms. 

Critical to this strategy's success is the seamless integration of any new business entities 

into Nvidia's pre-existing operations. This could necessitate a detailed integration plan, ensuring 

that the incoming business aligns with Nvidia's overarching strategy and vision. Utilizing Nvidia's 

established expertise in GPUs and associated technologies could also act as a catalyst for growth 

in the AI and machine learning markets. 

Nonetheless, vertical integration may not necessarily be the optimal growth strategy for 

Nvidia. Although it could streamline the development process and make it cost-effective, it 

comes with substantial challenges. For example, constructing and managing manufacturing 

facilities is an expensive, complex undertaking requiring proficiency in fields like manufacturing. 

Besides, vertical integration might not always confer a significant competitive edge and could 

restrict Nvidia's capacity to cooperate with other suppliers and partners. There could also be 

risks tied to quality control and supply chain management, which could negatively impact the 

company's reputation. 

Key Institutionalization Processes 

If Nvidia decides to venture into processor design and manufacturing through vertical 

integration, establishing a more unified organizational structure could be critical. Such a 

structure can enhance synchronization and facilitate efficient decision-making across different 

departments. While Nvidia's innovative and adventurous culture is a formidable strength, they 
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may need to amplify the culture of teamwork and collaboration as they explore new strategic 

paths. 

Nvidia's management team has effectively driven growth and innovation thus far, yet 

they may need to reconsider their skills and possibly incorporate new leaders with proficiency in 

manufacturing and supply chain management. In conclusion, to ensure the successful 

implementation of fresh strategies, Nvidia might need to launch new incentive systems that 

promote teamwork and collaboration. 

Covid-19 Addendum 

“Is there any evidence that you’ve uncovered in your company research that suggests or implies 

the company or any rival had “seen this coming” or had developed strategies for dealing with 

this type of disruption?” 

In the course of my investigation, I didn't come across any definitive signs that Nvidia 

had devised a contingency plan for a scenario of this nature. That being said, given that Nvidia is 

technologically advanced, and it demands a high level of technological acumen from its 

workforce, the transition to a fully remote work environment was comparatively smoother than 

it was for other organizations. 

“how has the pandemic presented a threat and/or opportunity for your industry?” 

 

The Covid-19 outbreak played a significant role in spurring increased demand for 

Nvidia's offerings, particularly within the realms of gaming and data center services. As the 
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pandemic enforced home-stays, the demand for entertainment via gaming products and 

services witnessed a spike. Similarly, the abrupt shift to remote working conditions heightened 

the requirement for data center services. As individuals adapted to the new norms of remote 

work and home-based entertainment, their dependence on these technological solutions, such 

as those provided by Nvidia, saw an unprecedented increase. 

 

Overall, the COVID-19 pandemic has had a complex and significant impact on the 

semiconductor industry. While it has presented challenges in terms of supply chain disruptions 

and changes in demand, it has also created new opportunities for growth and investment in the 

industry and has set it on course to be the biggest it has ever seen. 

 

“What were the effects on the competitive forces in your industry?” 

Buyers: The pandemic may have reduced the bargaining leverage of Nvidia's customers due to 

economic disruptions that spiked demand for some of Nvidia's products. The likely outcome of 

this could be diminished negotiating power over price and other transaction conditions for 

buyers, potentially increasing Nvidia's profitability. 

Suppliers: The pandemic's disruption of global supply chains has affected the accessibility of 

necessary raw materials and production capabilities. This could influence semiconductor 

companies like Nvidia's ability to procure needed components and materials for their products, 

potentially affecting their profitability. 
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Substitutes: The pandemic accelerated the digital transformation across numerous sectors, 

which increased the demand for semiconductor products, such as those utilized in artificial 

intelligence, data centers, and cloud computing. However, the pandemic caused disruptions in 

some sectors like the automotive and aerospace industries, which could lead to a decreased 

demand for semiconductor products in these areas. This shift could affect the availability and 

demand for substitute products, potentially impacting Nvidia's profitability. 

Potential Entrants: The pandemic has sparked heightened investment in the semiconductor 

industry, as companies and governments aim to strengthen domestic supply chains and lessen 

their dependence on overseas providers. This could potentially escalate competition in the 

industry, affecting profitability for existing companies like Nvidia. 

Rivalry among existing firms: The pandemic has presented a mixed bag of challenges and 

opportunities for firms in the semiconductor industry, potentially intensifying competition as 

companies aim to exploit new growth opportunities. This scenario could impact existing firms' 

profitability like Nvidia, as they vie with other industry players. 

“Have recourses become more significant in this environment?” 

Resources and capabilities that gained prominence for Nvidia during the pandemic encompass: 

Robust data center and cloud computing capabilities: With the pandemic expediting the shift 

towards remote work and digital transformation, a heightened demand for data center and 

cloud computing products has emerged, and Nvidia holds a commanding position in this arena. 
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Superior high-performance computing and AI prowess: The pandemic also fast-tracked the 

incorporation of artificial intelligence and high-performance computing, an area where Nvidia 

boasts significant skills and knowledge. 

Financial resources: Nvidia's solid financial standing may have provided the company with an 

edge in weathering the economic unpredictability triggered by the pandemic. 

Potential weaknesses that could have surfaced for Nvidia due to the pandemic may include, 

Heavy dependence on specific markets: Nvidia leans significantly on the gaming market, which 

might have been affected by the economic instability and reduced consumer demand prompted 

by the pandemic. 

Supply chain interruptions: Like other industry players, Nvidia might have been hit by global 

supply chain disruptions, potentially affecting its ability to procure essential materials and 

components for its product manufacturing. 

“What are the long-term effects of the pandemic on Nvidia?” 

On an operational level, the pandemic may have necessitated adjustments to Nvidia's working 

methods, such as the transition to remote work and online collaboration, which could positively 

influence the company's long-term efficiency and flexibility. 

From a tactical perspective, the pandemic could have affected Nvidia's short-term results, 

especially if the company was hit by supply chain issues or a decline in product demand due to 

the economic volatility caused by the pandemic. Nevertheless, the company's robust financial 

standing and capacities may have aided it in navigating these hurdles. 
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When it comes to competition, predicting which companies may enhance their competitive 

stance or lose ground due to the pandemic is challenging. However, firms boasting strong 

proficiencies in domains such as data center and cloud computing, artificial intelligence, and 

high-performance computing may be favorably positioned for sustained growth. Overall, I 

envision this event having a positive impact on the majority of players in the semiconductor 

industry. 
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