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Abstract  

 

This thesis examines the strategic implications of mergers and acquisitions (M&A) in the 

semiconductor sector, with a focus on the integration of Advanced Micro Devices (AMD), a fabless 

semiconductor company, and GlobalFoundries, a foundry. Set against the backdrop of intense 

global competition, rapid innovation, and crucial global conflicts, the potential economic benefits 

of a vertical integration is evaluated. It is also discussed whether the integration enhances AMD’s 

supply chain resilience, operational flexibility, and innovation capacity while aligning 

GlobalFoundries with evolving industry demands. The analysis encompasses pre- and post-merger 

valuations, deal structure, synergy evaluation, and strategic implications. 
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Introduction 

In today’s globalized economy, intense competition and rapid innovation across all sectors are 

reshaping markets, driven by evolving consumer preferences, increasing demands, and shifting 

market dynamics. Simultaneously, global conflicts among major economic players are disrupting 

global trade and supply chains, adding complexity for businesses operating in interconnected 

markets.  

To address these challenges, mergers and acquisitions (M&A) and business partnerships serve as 

a useful strategy for companies to adapt and thrive. By integrating operations, companies can 

streamline processes, reduce costs, and consolidate resources to pursue broader strategic goals. 

M&A enables the creation of synergies through complementary strengths, enhanced capabilities, 

and accelerated innovation. These deals not only improve the competitive positioning of the entities 

involved but also serve as a calculated response to market volatility and disturbances, ensuring 

resilience in a quickly evolving economic landscape. 

The semiconductor sector lies at the heart of these dynamics, serving as a cornerstone of modern 

progress and a vital enabler of industries such as consumer electronics, automotive, 

communications, IoT, and artificial intelligence. Amid intense competition and constant 

technological advancement, the sector faces additional pressures from geopolitical conflicts, 

particularly involving key players such as the United States, China, and Taiwan. These tensions 

have far-reaching implications for the sector's performance and its role in supporting the broader 

global economy.  

In this context, M&A has proven to be an effective tool for semiconductor companies in 

overcoming challenges posed by worldwide volatile events. Building on this foundation, this thesis 

delves into the semiconductor sector, a timely and critical case for examining the broader 
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implications of mergers and acquisitions, by exploring the potential impacts of integrating a 

foundry into a fabless company. The proposed merger between GlobalFoundries and AMD is 

analyzed as a case study, driven by strategic efforts to tackle key challenges in the industry. 

GlobalFoundries opted against investing in cutting-edge semiconductor technologies following a 

2018 corporate decision, while TSMC became the number one player in the high-end market. 

Meanwhile, AMD, as a fabless company, benefits from the cost savings associated with 

outsourcing manufacturing to foundries but faces significant dependency on suppliers, particularly 

those located in sensitive regions like Taiwan. This reliance limits AMD's flexibility in its 

production process, leaving it vulnerable to potential global shortages.  

This thesis provides a detailed analysis of both companies, encompassing pre-merger and post-

merger valuations, a discussion of potential deal impediments, the proposed deal structure, a post-

merger strategic plan, and an in-depth examination of the anticipated synergies. The study aims to 

determine the potential benefits of the transaction, including whether AMD could achieve greater 

control over its supply chain, enhanced production flexibility, and insulation from external risks 

through integration with GlobalFoundries. Additionally, it explores whether investing in 

GlobalFoundries to keep it in line with the evolving needs of the industry could strengthen the 

combined entity’s competitive position and future growth trajectory. 
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Literature Review 

According to Copeland and Weston (2004), the broad concept of mergers and acquisitions (M&A) 

encompasses strategic expansion, corporate restructuring, corporate control, and changes in 

ownership. Within the domain of strategic expansion, mergers and acquisitions are classified as 

business combinations, while joint ventures and strategic alliances fall under strategic cooperation 

initiatives. Weston, Weaver (2001) define mergers and acquisitions as a “transaction that forms 

one economic unit from two or more previous ones”. The participants in a joint venture continue 

as separate firms, but create a new corporation, partnership, or other business form … limited in 

scope and duration.” 

While some authors distinguish between "merger" and "acquisition," they are often used 

interchangeably. According to the Organization for Economic Cooperation and Development 

(2004), “an acquisition is a business transaction between unrelated parties … The acquiring 

company purchases the assets and liabilities of the target company. … A merger is the 

combination of two or more companies to share resources to achieve common objectives. A merger 

implies that, because of the operation, only one entity will survive.” 

Depamphilis (2018) defines a merger as “a combination of two or more firms, often comparable in 

size, in which all but one ceases to exist legally” and an acquisition as occurring “when a company 

takes a controlling interest in another firm, a legal subsidiary of another firm, or selected assets of 

another firm, such as a manufacturing facility. They may involve the purchase of another firm’s 

assets or stock, with the acquired firm continuing to exist as a legally owned subsidiary.”  

M&As can be classified as horizontal, involving firms in the same industry; vertical, depending on 

positions along the supply chain; or conglomerate when firms are in different industries 

(Depamphilis, 2018).  



Group Part 

6 

 

Regarding the motives for merger, synergy effect is one of the main sources in which acquisition 

adds value, which can be defined according to Depamphilis (2018) as “the value realized from the 

incremental cash flows generated by combining two businesses.” Synergies can be operational, 

which includes “economies of scale, economies of scope, and the acquisition of complementary 

technical assets and skills, which can be important determinants of shareholder wealth creation”, 

improved through managerial skills; and can be financial when there is a “reduction in the 

acquirer’s cost of capital due to a merger or acquisition. (…)” and it occurs “if the merged firms 

have cash flows that are relatively uncorrelated, realize cost savings from lower securities’ issuance 

and transactions costs, or experience a better matching of investment opportunities with internally 

generated funds.”  

Beyond the synergy effect, the same author presents other factors that drive M&A deals, such as 

diversification, strategic realignment, winner’s curse tendency, undervalued assets, agency 

problems, tax considerations and market power.  

Firstly, regarding diversification, it can be achieved by “buying firms beyond a company’s current 

lines of business,” while strategic realignment happens when “firms use M&As to make rapid 

adjustments to changes in their external environment such as regulatory changes and technological 

innovation”. In addition, Hubris and the “Winner’s Curse” happens when “CEOs with successful  

acquisition track records may pay more than the target is worth due to overconfidence”. The 

undervalued assets are also a great justification for M&As as “firms can choose to invest in new 

plant and equipment or obtain the assets by buying a company with a market value less than what 

it would cost to replace the assets,” which happens when the market-to-book or Q-ratio (the ratio 

between the market value of the acquirer’s stock to the replacement cost of its assets) is less than 

1. Furthermore, when agency problems arise, where management's actions are driven by self-

interest, compensation motives, or ego, conflicting with shareholder interests, the likelihood of 
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engaging in mergers and acquisitions (M&As) increases. In addition, tax considerations could also 

be a justification as “acquirers of firms with accumulated losses and tax credits may use them to 

offset future profits generated by the combined firms,” as well as the desire of the acquiring 

company to improve its market power or to capture arbitrage opportunities when the shareholders 

misvalue the share price. 

Besides the theoretical concepts associated with M&A, it is important to analyze the evolution of 

transactions as well as their performance. According to the S&P Global Report, the latest data from 

Q3 2024 highlights a positive trend in the M&A sector, driven by stabilized inflation, improved 

credit and financing conditions due to central bank rate cuts, and stronger equity market returns.  

Deal counts in Q3 2024 totaled 9,141 transactions, 6% higher than Q3 2023 (8,613) and close to 

the six-quarter average of 9,114. In 2023, 37,285 deals were recorded, while the first three quarters 

of 2024 registered 27,162 deals, representing 73% of last year’s total and a 4% decrease compared 

to the same period in 2023 (28,197). 

In terms of transaction values, Q3 2024 reached $602.7 billion, a 9% increase from Q2 2024 

($553.2 billion) and 22% higher than Q3 2023 ($493.5 billion). The total transaction value for 2023 

was $2,101 billion, while the first three quarters of 2024 recorded $1,727.1 billion, accounting for 

82% of 2023’s total and 17% higher than the same period last year ($1,473.5 billion). 

Based on that, the total transaction value in 2024 is expected to exceed the amount registered last 

year, marking a recovery from the downward trend since 2021. In 2021, M&A activity peaked at 

$4,542 billion, driven by factors such as lower interest rates facilitating deal financing, company 

misevaluations amid economic uncertainty, and the pressing need for strategic realignment during 

the pandemic. This peak contradicted the decline observed since 2018. Following 2021, transaction 

values fell below pre-pandemic levels but are now rebounding toward pre-pandemic highs. 
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Geographically, all regions experienced increased transaction values in Q3 2024, except Africa, 

which saw a 10% decrease to $2.3 billion from $2.6 billion in Q3 2023. The United States and 

Canada grew to $350.4 billion (+27%), Europe reached $172.2 billion (+15%), and Asia-Pacific 

rose to $104 billion (+11%). Latin America and the Caribbean saw a 111% increase to $11 billion, 

while the Middle East grew 25% to $7.8 billion.  

Regarding total transaction value, Information Technology led with $84.4 billion (+34% YoY), 

followed by Industrials at $74.7 billion (+84% YoY). Communication Services had the largest 

growth (+229% YoY), reaching $65.1 billion. In addition, Financials Services achieved $74.6 

billion (+8% YoY), and Healthcare registered $47.9 billion (-3% YoY). 

Among the top three transactions in Q3 2024, the third largest was Blackstone’s $16.1 billion 

acquisition of AirTrunk in the Information Technology sector. The top two deals were in Consumer 

Staples ($35.8 billion) and Communication Services ($19.9 billion). 

 

 

 

 

 

 

 

 

 

 

 

 



Group Part 

9 

 

Sector overview 

The semiconductor industry is a vital part of the global economy, with growing importance as we 

move toward a more and more digital world, providing the foundational components for every 

modern electronic device, such as computers, smartphones, automotive systems and industrial 

equipment. This sector’s key products are microprocessors (CPUs), graphics processing units 

(GPUs), memory chips, analog chips and application-specific integrated circuits (ASICs), where 

the major players include Intel, AMD, Nvidia, AMD, TSMC, Samsung and Qualcomm, each with 

its focus, from design to fabrication. 

The semiconductor sector consists of distinct types of companies, each with benefits and 

challenges. First, there are fabless companies, such as AMD, Qualcomm and NVIDIA, which focus 

solely on designing chips. Next, there are foundries, like TSMC and GlobalFoundries, which 

handle the manufacturing of chips designed by fabless companies. Then, we have Integrated 

Device Manufacturers (IDMs), such as Intel and Samsung, which both design and produce their 

own chips. Finally, the sector includes equipment and materials suppliers, which provide the 

specialized machinery and materials needed for chip production. 

Fabless semiconductor companies outsource the manufacturing to specialized foundries, such as 

TSMC, allowing them to focus on technological innovation in chip architecture and software 

development, while maintaining flexibility, as they can work with multiple manufacturers 

according to their strategic needs. Both AMD and Nvidia, for example, resort to TSMC for the 

fabrication of their most advanced products, while outsourcing to GlobalFoundries and Samsung, 

respectively, the production of chips using older nodes. On the other hand, these companies are 

heavily dependent on the manufacturers, being exposed to supply chain risks, such as production 

delays and constraints, caused by, for example, tensions between Taiwan, China and the USA. 
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Limited control over the manufacturing process is also a factor to consider, as they are subject to 

the foundries’ production timelines and capacity.  

Integrated Device Manufacturers (IDMs) maintain complete control over the entire semiconductor 

production process, from chip design to fabrication. This approach offers greater supervision over 

timelines, quality assurance and overall supply chain management, optimized for their specific 

needs. This integration allows for IDMs to quickly respond to market changes, being less exposed 

to the risks associated with outsourcing, such as geopolitical tensions and production holdups. This 

model requires very high capital investments for building, maintaining and continuous 

advancements of fabrication facilities, as the demand for technologically advanced products is 

always increasing. While IDMs enjoy greater control, they may face challenges in keeping up with 

fast paced innovation, part of this industry.  

Building on the broader overview of the semiconductor industry, the semiconductor foundry sector 

is crucial in supporting the global technology ecosystem, as technological demands increase. These 

collaborations, which extend beyond manufacturing to include packaging and testing, for example, 

are integral to meeting the growing demand for semiconductors across industries like consumer 

electronics, automotive, telecommunications, and defense, making foundries an indispensable part 

of the semiconductor supply chain. Therefore, it is essential to analyze the evolution of the foundry 

market and its performance. 

Geographically, the revenue share of Taiwan's semiconductor foundries, according to Statista, has 

risen from 63% in 2020 to 70% in 2024. In contrast, Korea's share of global revenues has declined 

from 18% to 11% during the same period. China has seen an increase from 6% to 8%, while the 

share of other countries has decreased from 13% to 11%. Over time, Taiwan has shown a steady 

upward trend, with a dominating position worldwide, whereas Korea's share has consistently 

declined, with China and other countries experiencing fluctuations. 
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Further suggested by Statista, the data on global revenue share indicates that the major players in 

the market are TSMC, Samsung, SMIC, UMC and GlobalFoundries, which together account for 

89.2% of total revenue in the first quarter of 2024. TSMC's share has increased from 48.1% in 2019 

to 61.7% in 2024, while Samsung's share has dropped from 19.1% to 11%. GlobalFoundries' share 

decreased from 8.4% to 5.1%, while UMC's share went from 7.2% to 5.7% and SMIC’s went from 

4.5% to 5.7%. in 2023, the total market revenue reached $117.443 billion, reflecting a 14.1% 

decline from 2022, driven by customer inventory adjustments, weaker demand following the 

pandemic-driven revenue peak in 2022, and the impact of ongoing geopolitical uncertainties. 

However, the first quarter of 2024 shows a growth of 9.9% compared to the same period the 

previous year. 

According to Counterpoint, a researcher in technology industry, in the fourth quarter of 2023, the 

foundry industry share by technology node was as follows: 3nm accounted for 9%, driven by the 

ramp-up of the iPhone 15; 4/5nm captured 26%, fueled by high demand for AI applications; and 

6/7nm held 13%, supported by strong restocking demand for low-to-mid-end smartphones. Both 

the 12/14/16nm and 22/28nm nodes each represented 9% of the market, while all other mature 

chips collectively made up 34% of production. 

Lastly, recent international tensions and chip shortages have highlighted vulnerabilities in the 

semiconductor supply chain, driving governments—particularly in the U.S. and EU—to implement 

initiatives aimed at boosting domestic foundry capacity, developing skilled workforces, and 

supporting R&D. Those programs include the U.S. CHIPS and Science Act of 2022, which 

allocates $52 billion for semiconductor manufacturing, research, and innovation and its 

complementary projects, such as New York’s Green CHIPS program, further emphasizing 

sustainability, providing additional incentives for eco-friendly semiconductor manufacturing. In 

the European Union, the European Chips Act, approved in 2023, commits approximately $43 
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billion with a goal to double its global semiconductor foundry market share to 20% by 2030. 

Additionally, the semiconductor sector is closely tied to government interests due to its strategic 

importance for national security, as semiconductors are essential for defense systems, leading to 

increased focus on secure production by entities such as the U.S. Department of Defense's Trusted 

Access Program Office. 
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AMD Overview 

Inserted in the technology sector, AMD has operated globally in the semiconductor industry, since 

it was founded in 1969. Initially focusing on microprocessors (CPU) and memory chips, it became 

a significant competitor to Intel during the 1990s and early 2000s, facing the numerous challenges 

present in a highly competitive, always evolving technology sector. In 2006 the company entered 

the graphics processing unit (GPU) market through the acquisition of ATI Technologies for $5.4B. 

This gave AMD a foothold in the gaming and graphics market. 

Over the years, AMD’s position has fluctuated significantly, going through a crisis in the late 2000s 

and early 2010s. Poor financial decisions, such as the overpriced acquisition of ATI in 2006, 

inadequate development decisions for their processors and external pressures like the global 

financial crisis put AMD in a strenuous position. Struggling with debt and a declining market share, 

AMD was forced to sell off several IPs and spin off its chip manufacturing division in 2009, which 

later became GlobalFoundries. The partnerships with Sony to develop the engineering for the 

PlayStation 4 and with Microsoft for the Xbox One, which both released in 2013, were crucial 

factors in avoiding potential bankruptcy, as they provided significant revenue streams. AMD 

managed an impressive turnaround due to a change in strategic leadership with the appointment of 

Lisa Su as CEO in 2014. Focusing on a new technological roadmap, success started to manifest 

around 2017, with the launch of its Zen architecture and Ryzen processors. Lisa Su managed for 

the company to regain competitiveness in the CPU market, reestablishing its status as a major 

player in the semiconductor industry, with market capitalization increasing from 2B$ in 2014 to 

233B$ as of October 2024.  

Over time, the company has expanded its product offerings to address markets such as artificial 

intelligence (AI), cloud computing, data centers and high-performance computing,  bolstered 
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through key acquisitions. In 2022, AMD completed the acquisition of Xilinx for $49B, the largest 

in the company’s history, strengthening the adaptive computing portfolio of the company, used for 

applications such as AI and machine learning. Pensando was also purchased in 2022, expanding 

the company’s capabilities in data center computing. Most recently, both Silo AI and ZT Systems 

were obtained in 2024 to accelerate development and deployment of AI Models on AMD hardware 

and expand data center AI systems capabilities, respectively. 

The revenues are split into four segments: Data Center (around 30%), Client (around 20%), Gaming 

(over 25%) and Embedded (nearly 25%). The Data Center segment targets cloud computing, 

enterprise servers and AI workloads, processes that require high performance, energy efficiency, 

scalability and adaptability, due to the large amount of data that is treated. AMD’s presence in this 

market has grown over the years, taking more and more market share from Intel every year. The 

Client segment addresses the PC market for consumers and businesses, including desktop, 

notebook and commercial CPUs. AMD Ryzen processors are built on Zen architecture, that has 

contributed to the rising market share in the desktop and laptop spaces. The Gaming segment 

includes discrete GPUs and semi-custom SoCs for gaming consoles, as AMD powers the major 

gaming consoles, Sony’s PlayStation and Microsoft’s Xbox, and caters to the PC gaming market 

with the Radeon GPUs. Finally, the Embedded segment focuses on specialized markets such as 

automotive, aerospace, telecommunications and industrial applications. The recent acquisition of 

Xilinx in 2022 bolstered the company’s capabilities in this sector, enabling it to offer custom 

solutions for high-performance systems. 

The US is AMD’s largest market, accounting for 35% of the revenues, followed by Japan and 

China with 20% and 15%, respectively, with the rest spread across Asia and Europe. AMD 

experienced a huge growth in revenues from 2020 to 2021 and yet another increase of 44% in 2022, 

coming from $9,8M to $23,6M. This was due to the higher demand in computer components 
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propelled by the COVID-19 pandemic, coupled with an increase of market share mainly in the 

CPU market and the acquisition of Xilinx. In 2023, AMD had a decrease of 4% in revenues, due 

to a decrease of 9% in the gaming and 25% in the client segments, while embedded recorded an 

increase of 17% and data center 7%.  

The governance structure must be discussed, particularly regarding diversity and inclusion policies, 

as well as leadership board representation and the identification of key shareholders. AMD’s largest 

institutional shareholders are Vanguard Group and BlackRock, Inc., owning 8.5% and 7.5% of the 

company’s outstanding shares, respectively. These investment firms manage assets on behalf of 

clients and, although they do not participate in AMD’s daily operations, they influence corporate 

governance through their significant shareholdings. 

In terms of its workforce, AMD employs 25,700 people, 76% of whom are male, and 24% female, 

while geographically 49% of employees are based in the Americas, 45% in Asia-

Pacific/China/Japan, and 6% in Europe/Africa. The workforce is predominantly made up of 

millennials (54%) and Generation X (31%). 

AMD’s Board of Directors consists of 9 members, with 6 males and 3 females. Among them, 

Elizabeth Vanderslice and Jon A. Olson were previously part of Xilinx. The Leadership Team has 

23 members, with 18 males and 5 females, including 3 individuals from Xilinx. Additionally, 6 

members of the Leadership Team constitute the Executive Team: Lisa Su (CEO), Darren Grasby 

(Vice President, Strategic Partnerships, EMEA), Phil Guido (Vice President, CCO), Jean Hu (Vice 

President, CFO), Forrest Norrod (Vice President, General Manager, Data Center Solutions), and 

Mark Papermaster (Vice President, CTO). 

The company operates 4 committees, with each composed of Board members, some serving on 

multiple committees. The Audit and Finance Committee includes 3 male members, the 

Compensation and Leadership Resources Committee has 1 female and 3 males, the Innovation and 
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Technology Committee includes 1 female and 2 males, and the Nominating & Corporate 

Governance Committee has 2 males and 2 females. 

Financial Analysis of AMD 

Delving into AMD’s financials of the past 5 years, it has generally performed strongly throughout. 

Capital Structure ratios highlight the company’s conservative approach, relying minimally on debt. 

The debt-to-equity and debt-to-assets ratios have declined from 2019 to 2020, varying minimally 

ever since, averaging at 4.69% and 3.37%, respectively, while the solvency ratio 

(Equity/Liabilities) increased dramatically, from 88.32% in 2019 to 466.04% in 2023. These trends 

demonstrate AMD’s focus on maintaining a strong balance sheet with low leverage, to ensure 

strong financial stability.  

Looking at Profitability ratios, the Gross Margin has fluctuated from 42.61% at the lowest end in 

2019, to 48.25% at the highest end in 2021. With an increase in R&D, marketing, general and 

administrative expenses, as well as depreciation and amortization in 2022 and 2023, the EBIDTA 

margin has come from 24.67% in 2021 to 16.99% in 2023, while the EBIT margin declined from 

22.20% in 2021 to 1.77% in 2023. Due to tax benefits for the company, the Net margin is slightly 

higher, going from 19.24% in 2021 to 3.77% in 2023. As expected, since the EBIT and Net Income 

have declined, as mentioned above, the Return on Equity and Return on Assets ratios have declined 

in 2023, arriving at values of 1.53% and 1.26% respectively.  

Analyzing the company’s cash flow management, the Cash Conversion Cycle increased from the 

lowest value of 87 days in 2021 to 161 days in 2023, suggesting longer inventory turnover and 

inefficiencies in receivables collection. This can be proved by the higher Average Holding Period 

and Average Collection Period in 2023 when compared to previous years, while the Average 

Payable Period increased in 2022, but decreased again in 2023. Despite a more inefficient cash 
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flow management, AMD maintained very strong liquidity metrics throughout this period, 

registering the strongest values in 2020, followed very closely by 2023. The Current Ratio 

consistently exceeded 2.0 from 2020 onward, reaching 2.51 in 2023, while the Quick Ratio also 

remained robust, attaining a value of  1.86 in 2023. These reflect the company’s strong short-term 

liquidity, with sufficient liquid assets to cover liabilities. The Cash Ratio has maintained stability 

above 0.5, while the Net Working Capital increased significantly from 2019 to 2023, highlighting 

AMD’s strong liquidity position and effective working capital management. 

Overall, AMD’s performance reflects the focus on maintaining financial stability and sustained 

growth, by balancing growth initiatives with prudent financial management. 
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AMD Valuation 

For valuation purposes we have reformulated the company’s financial statements, forecasting 

eleven years into the future, until 2035. AMD is expected to experience a high level of growth for 

the next couple of years, as the demand for Artificial Intelligence technologies will drive the 

semiconductor sector forward. To ensure an accurate and comprehensive forecast, we combined 

industry market projections with our company-specific expectations. 

Although AI will impact every single operational segment of the company, the Data Center is 

expected to be impacted the most, as AMD’s CEO, Lisa Su, stated in the Q3 2024 earning calls 

that this market should experience an annual growth of more than 60% until 2028. We assumed a 

more modest, but still very high level of annual growth of around 50% until 2028, with a decline 

in growth and stabilization for the following periods, resulting in a CAGR of 21.19%. As for the 

Client and Gaming segments, we projected cyclical revenues, as consumers and businesses usually 

upgrade computers every 2-5 years, depending on how big each technological leap is. Lisa Su 

stated that the increase in demand for AI personal computers will boom computer sales for 2025, 

which we incorporated in our forecasts for the Client sector, followed by revenue spikes every 4 

years, leading to a CAGR of 9.03%. We projected increased revenues for the Gaming sector in 

2025, due to the upcoming release of AMD GPUs and CPUs combined with the launch of the 

PlayStation 5 Pro console on November 7th 2024, powered by AMD. The next big surge was 

projected for 2028, when the new generation of PlayStation and Xbox consoles are expected to be 

released, continuing to utilize AMD hardware, according to recent reports. This partnership 

between AMD and both Sony and Microsoft has historically boosted the company’s revenues and 

market presence (CAGR of 7.61%). The Embedded segment is expected to achieve a CAGR of 

around 7%, according to industry analysis reports, therefore our projections reflect a CAGR of 
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around 7.85%, as the company is expected to take advantage of the synergies from the Xilinx 

acquisition.  

The cost of sales was calculated as a percentage of the revenues, based on a five-year historical 

average (around 54%). As for the R&D expenses, we projected around 20% of the revenues until 

2029, with a slight decrease for the next years given an expected stabilization after a high growth 

period. This substantial amount reflects the large investment needed in this rapidly evolving 

industry. Other relevant Income Statement items, such as SG&A expenses, were also forecasted as 

a percentage of revenues, utilizing historical trends to capture the company’s operating patterns 

and cost structure effectively. When it comes to the Net Working Capital, we expect the values to 

keep in line with recent trends as, as previously mentioned, the Average Collection Period, Average 

Holding Period and Average Payable Period have varied over the past 5 years. We assumed an 

average of these values for the first couple of years, while slightly reducing the Average Holding 

Period, as we expect more efficient inventory management and better turnover. With this, we 

calculated Accounts Payables, Accounts Receivables and Inventories. For Accrued Liabilities and 

Other Current Liabilities, we applied an average of the percentage of revenues, while assuming 

Operating Cash to be 2% of Cash and Cash Equivalents. 

For the calculation of the WACC, we began by calculating the cost of equity. We conducted a 

linear regression of AMD’s returns against the MSCI’s returns, giving us the beta of equity. Then, 

this beta was unlevered to remove the effects of AMD’s current capital structure, and relevered it 

to reflect the target capital structure. However, this adjustment had a minimal impact, as we ended 

up approximately mirroring the current capital structure of the company. The CAPM method was 

used to determine the cost of equity, using the 10-year U.S. Treasury bond as a proxy for the risk-

free rate and a market risk premium of 5% (Koller, Goedhart, and Wessels 2020). The cost of debt 

was calculated through both the company’s credit rating and the probability of default, obtained 
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using the Bloomberg terminal, while the tax rate used was also obtained through Bloomberg. As 

for determining the optimal capital structure, the company has historically maintained a negative 

net financial debt (average 5 years of Net debt / EV of -1.2%), offering financial stability and 

flexibility for investing in R&D and other strategic initiatives. Keeping with AMD’s strategy, we 

maintained a target Net Debt / Enterprise value of -1.5%, obtaining a WACC of 12.76%.  

For the valuation, we utilized a terminal growth rate of 5.5%, reflecting our outlook for the future 

of AMD in a world where Technology and Artificial Intelligence are expected to take a central role 

in humanity’s future. Long term projected World inflation is expected to be around 3.4%, with the 

USA’s being at 2.1%, and the World GDP is projected to be around 4.76%, while North America’s 

is at 4.1%. All these values were obtained from Statista. 

A DCF valuation was conducted. Combining our present value of future free cash flows and the 

present value of terminal value, both discounted with the WACC, resulted in a Core Levered EV 

of 239,445, which in turn returned an Equity Value of 242,752. Dividing with the number of shares 

outstanding, a share price of $150.40, 4.4% higher than the actual share price of $144.07 at 31-10-

2024. 

A Comparables Valuation was also conducted, with the companies chosen to be the most similar 

to AMD being Nvidia, Intel, Qualcomm, Texas Instruments, STMicroelectronics and Marvell 

Technology. When analyzing each multiple we excluded the companies we considered had outlier 

values that would disrupt the analysis. Varied results were achieved with each multiple used, given 

the different structure of each company. The EV/Revenues multiple yielded a share price of 

$128.81 when using all companies, and $172.30 when excluding outliers, while the EV/EBITDA 

provided a share price of $66.40 given how most companies have lower ratios than AMD. The 

Price-to-Earnings multiple also provided unreliable results because of how lower the EPS of AMD 
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has been in recent years, because of large operating expenses from recent acquisitions. The Price-

to-Book multiple yielded a share price of $157.98 when using similar companies. 
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Motives for merger 

Currently, AMD does not produce chips in-house, meaning that it is highly dependent on external 

foundries, such as TSMC in Taiwan and GlobalFoundries in the US for the actual production of 

semiconductors. This dependency creates vulnerabilities to global crises and geopolitical tensions, 

that may severely impact the company’s supply chain and operations. AMD also must compete for 

foundry capacity with other major TSMC customers, including Apple and Nvidia, which could 

lead to supply constraints. Looking into the recent past, AMD has found itself hampered several 

times due to TSMC’s production constraints, during the Global Chip Shortage of 2020-2023. In 

this period, the semiconductor sector was heavily impacted by the COVID-19 pandemic, when the 

shortage of materials and product lines disruptions constrained AMD’s and Nvidia’s ability to meet 

high demand across product lines, thereby hindering growth potential. Even if owning a foundry 

wouldn’t have fully protected the companies against supply shortages, it would have provided 

flexibility and priority in production. 

It is also worth noting that AMD’s main competitor in the CPU space, Intel, contemplated acquiring 

GlobalFoundries in 2021. Intel has traditionally relied on internal manufacturing and explored this 

acquisition as part of their strategy of expanding foundry services, in order to meet global demand. 

Even though this acquisition did not materialize, for undisclosed reasons, it highlights the strategic 

value of GF. In September 2024, Intel announced their plan to restructure their foundry business 

into an independent subsidiary. This move aims to optimize the capital structure of each business 

unit, facilitating access to external sources of funding, aligning with Intel’s efforts to revitalize the 

company and regain a leading position in the industry. 

Despite the strategic initiatives of some companies in the semiconductor industry that demonstrate 

potential pathways to success, geopolitical tensions have emerged as a dominant challenge, 
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impacting both the global economy and industry stability. These tensions threaten supply chains, 

trade relations, and resource availability, making it imperative for companies to adopt collaborative 

strategies, such as mergers, to ensure resilience and sustained growth. Firstly, political tensions 

between China and Taiwan have significantly affected the industry. Since the end of the Chinese 

Civil War in 1949, relations between China, the victorious party, and Taiwan, the defeated one, 

have been marked by persistent tensions over the question of sovereignty. Taiwan, formally the 

Republic of China (ROC), has functioned autonomously from mainland China, officially known 

as People's Republic of China (PRC), establishing a self-governed democratic state in contrast to 

China's communist government. In recent years, these tensions have escalated significantly, 

particularly following the election of former Taiwanese President Tsai Ing-wen as under his 

leadership Taiwan adopted a more robust approach to self-governance and resisted policies 

promoting closer strait-ties. According to U.S. Air Force General Kevin Schneider, incursions by 

China’s People’s Liberation Army Air Force (PLAAF) into Taiwan’s air defense identification 

zone (ADIZ) have soared, with Chinese aircraft violating the ADIZ over 1,085 times in recent 

months, marking a threefold increase from the previous year, as a warning for a possible invasion.  

Therefore, Taiwan Semiconductor Manufacturing Company (TSMC), the main foundry in the 

semiconductor industry, mainly in the cutting-edge technology domain, is facing a huge challenge, 

as it sits at the center of a strategic intersection between technology, geopolitics, and national 

security. In response to the mentioned recent events signaling the possibility of war, U.S. has 

imposed export controls on TSMC to restrict China’s access to advanced technology that could 

bolster its military capabilities, prohibiting the sale of its most sophisticated semiconductor 

products, such as 7nm and 5nm nodes, to Chinese companies like Huawei. In addition, Admiral 

Phil Davidson, former head of the U.S. Indo-Pacific Command, has suggested that 2027 could be 

a plausible window for a Chinese invasion of Taiwan. 
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On the other hand, Taiwanese government has taken steps to ensure TSMC’s next generation 2nm 

technology remains within Taiwan’s borders, aiming to solidify the country's role as a global 

semiconductor hub, but possibly hindering TSMC’s ability to form international partnerships or 

access financial incentives from other countries. 

Further complicating the landscape, U.S. President Donald Trump, during his tenure, proposed 

imposing higher tariffs on imports, including semiconductors. Given his recent re-election, this 

policy could be implemented in the near future, potentially impacting the semiconductor industry 

by increasing costs for U.S. companies reliant on imports, as US is only responsible for 10% of the 

world’s manufacturing capacity, as of 2022, according to SIA. This position aligns with the 

objectives of the CHIPS Act, a U.S. legislative measure designed to bolster domestic 

semiconductor production, offering substantial grants and financial support to encourage the 

establishment of semiconductor manufacturing within the U.S., aiming to reduce dependence on 

Taiwan and mitigate risks associated with potential geopolitical disruptions.  

In summary, TSMC’s sales and performance are vulnerable to the political tensions between China 

and Taiwan, export restrictions imposed by Taiwan, and the possibility of higher tariffs from the 

U.S. At the same time, the U.S. is heavily reliant on semiconductor imports, particularly from 

Taiwan, where TSMC plays a pivotal role, being responsible for 60% of global semiconductor 

production and 90% of the most advanced chips. Consequently, the U.S. could face severe 

shortages if TSMC’s supply capacity is disrupted by geopolitical tensions or if its products are 

subject to higher tariffs upon entering the U.S., leading to significant economic impacts. This 

interdependence underscores the rationale for a potential merger between AMD and a U.S.-based 

company (GlobalFoundries), which could boost domestic manufacturing capacity and secure the 

U.S. semiconductor supply chain, supporting economic development and reducing reliance on 

foreign sources. 
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Deal Terms and Structure 

Our proposed acquisition structure envisions GlobalFoundries becoming a subsidiary of AMD. 

This way, GF would remain an independent operational entity, maintaining its brand and client 

base, preserving AMD’s focus and minimizing any disruptions to core operations. This strategy 

avoids the heavy burden of full direct integration, offering key financial flexibility. Post-

acquisition, GF would benefit from the backing of the parent company’s financial strength, 

facilitating access to debt financing with more favorable terms and conditions. In the long term, as 

will be discussed in our post-merger strategy plan, GF will serve as a vital member of AMD’s 

vertical supply chain, allowing for the reduction of the dependency on external foundries. This 

structure was chosen over alternative partnerships, such as Joint Ventures, as these other options 

would limit operational oversight, could potentially lead to diverging objectives in the future and 

possibly even reduce GF's ability to secure better debt terms and conditions. An acquisition 

provides greater certainty and alignment with our proposed strategy, securing stability and strength 

for AMD’s competitive position, as our proposed merger involves a makeover of GF’s operational 

capabilities.  

A 40% premium over GlobalFoundries' market value was applied for the calculation of the 

purchase price, assuming GF’s share price of $36.50, as of October 31, 2024. This translates to a 

payment of $51.10 per GF share, leading to a total equity purchase price of $28,411.6 million. 

Based on AMD’s stock price of $144.07 as of October 31, 2024, this translates to an exchange ratio 

of 0.35469. For the calculation of the premium, we considered information from several reports 

and studies regarding M&A deals, and the semiconductor industry. According to a publication by 

the Wall Street Journal in collaboration with Deloitte, which analyzed over 1,200 acquisitions 

spanning a 24-year period, 30.1% is the average premium paid in the analyzed M&A deals. A 2016 
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McKinsey study analyzing deal makings in the semiconductor sector reports an average of 40% 

premium, where the value created typically surpassed the price premium. The 40% deal premium 

is justified by these industry benchmarks, as well as the strategic value GF is expected to bring to 

AMD. We aimed to keep this figure in line with realistic expectations to keep the possibility of this 

deal actually going through as reasonable as possible. 

Three different scenarios were outlined, each with a different impact on AMD’s capital structure 

and financial flexibility. For the debt financing across these scenarios, a senior secured loan with a 

10-year term is assumed, ensuring that the debt would be fully repaid by the final year of our 

forecast, preventing it from impacting the projected capital structure beyond the forecast period. 

We made sure in all scenarios AMD had the capacity to pay off its debt without severely affecting 

its operations, by looking at the expected free cash flows generated, with the worst-case scenario 

having a debt service coverage ratio (FCF/Debt Service) of at least 2.5x. The interest rate of 6.32% 

was calculated combining a 2% spread, reflecting market-based credit risk, with the current 10-

year US Treasury of 4.32%. An issuance fee of 1.5% was assumed for the debt financing, 

transaction costs of 1% of the purchase price and restructuring costs of 0.5% of the purchase price. 

When determining the amount of cash used in each payment plan, we always set a minimum cash 

balance for AMD of $1 billion, making sure each scenario is manageable for the company. As of 

Q3 2024, AMD’s balance sheet cash position is at $3.897 billion. 

In the first scenario, a heavy amount of equity, $19.9 billion (leading to the issuance of 138.04 

million new shares), is used to finance the transaction, accounting for around 70% of the total deal, 

alongside $7 billion in debt and $1.948 billion in cash reserves. This strategy minimizes debt load 

and financing interest obligations, preserving financial flexibility, at the cost of dilution of 

ownership for current shareholders, who may prefer using less equity given how AMD’s stock 

price should be undervalued, according to our DCF valuation. For the second scenario, we 
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established a balanced payment plan, using 50% stock, corresponding to issuing 98.6 million new 

shares to GF shareholders. The other 50% is paid using $13 billion in debt and $1.720 billion in 

cash. This scenario may be the most appealing, as it balances equity dilution with the debt burden, 

giving an optimal safe solution. The third scenario is comprised of financing only 30% in stock, 

$8.5 billion, which leads to the issuance of 59.16 million new shares. A substantial $18 billion in 

debt would be utilized, along with $2.477 billion in cash. This option offers the highest potential 

returns for AMD shareholders by minimizing dilution, allowing existing shareholders to retain a 

larger share of future earnings. However, this also introduces higher leverage risk, as the debt 

burden could place considerable pressure on AMD’s financial health if cash flows or market 

conditions become unfavorable. 
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Deal Impediments 

The semiconductor industry regularly encounters significant regulatory scrutiny, so this proposed 

merger is bound to be faced with challenges related to antitrust concerns, geopolitical sensitivities, 

environmental regulations and trade policies.  

The U.S. Federal Trade Commission, as well as the European Commission, closely monitor M&A 

deals in order to prevent monopolies and to ensure fair competition, highlighting the importance 

of the 3 main antitrust laws – Sherman Act, Clayton Act and FCT Act – under which AMD and 

GlobalFoundries will be evaluated. The Sherman Act targets agreements that restrain unreasonable 

trade and prohibits monopolistic practices, while The Clayton Act addresses some gaps that the 

previous doesn´t cover, such as mergers that may substantially lessen competition, exclusive 

dealing contracts, and interlocking directorates, where individuals also serve on boards of 

competing companies. The FTC Act prohibits unfair methods of competition and deceptive 

practices, noting that any violations of the Sherman Act are also considered violations of the FTC 

Act, punishable by the Department of Justice, along with non-compliance with the other mentioned 

laws. 

Therefore, the acquisition of GlobalFoundries by AMD would be subject to review for the potential 

impact on market competition due to vertical integration, as some of AMD’s competitors who are 

also clients of GF could face limited access to manufacturing capacity or find themselves in a 

disadvantaged position. This merger could also be affected because this industry is at the center of 

worldwide geopolitical tensions, since GF’s customer base is spread across the globe and their 

facilities are also located across multiple countries. For this reason, conflicts may arise related to, 

for example, AMD, an American company, controlling a foundry company that supplies chips 

around the world. Concerns over Environmental policies may also take place, as this is a topic that 



Group Part 

29 

 

has been gardening increasing attention, and any negative environmental performance may lead to 

public backlash and regulatory hurdles.  

Despite the regulatory scrutiny, we believe this merger provides an intriguing discussion point, by 

realistically addressing the challenges present in the current landscape of this industry. 

Post-Merger Strategic Plan 

With GlobalFoundries (GF) now acquired by AMD and operating as its subsidiary, GF’s strategic 

plans will undergo significant changes, as the parent company aims to reduce its dependence on 

key major players in the one-digit-nanometer foundry market and minimize risks from potential 

supply chain disruptions due to political issues. Therefore, AMD intends to position 

GlobalFoundries (GF) as a leading participant in the one-digit-nanometer chip market, making it 

the primary supplier of chips across various sizes, with a focus on developing cutting-edge 

technologies. 

To pursue these plans, the construction of a fab dedicated to one-digit-nanometer chips was 

considered. This fab will be composed of two units, each capable of operating independently, with 

one unit expected to begin operations in early 2026 and the other in early 2029. 

Given the limited information available regarding the costs incurred by companies in building new 

facilities or expanding existing ones, several data sources were assessed: i) information from 

TSMC regarding the construction of its new facility in Arizona, which is already producing 5nm 

chips, with an average investment of $12 million for a production capacity of 20,000 wafers per 

month; ii) 2020 McKinsey Report, which projected the cost of semiconductor fab module 

construction at $5.4 billion for 5nm technology and $2.9 billion for 7nm, including a 12-24 month 

construction period for the shell and an additional 36-42 months to reach full capacity; iii) the 

planned construction of JASM’s second fab in Japan, a subsidiary of TSMC, which is slated to 
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operate by 2027 with a total investment of $20 billion to add 5nm and 7nm production, targeting a 

total production of 100,000 mm wafers per month; iv) the extreme case of the construction of 

TSMC’s Fab 18 which had a total cost of 17 billion to produce 1.3 million 300mm wafers of 5nm 

production annually, and took three years to complete, from 2018 to 2021.  

Therefore, considering that GlobalFoundries (GF) intends to expand one of its existing fabs and 

has some experience in the construction process, we have estimated a cost of $10 billion for an 

average production facility, which is a conservative figure when compared to the building of new 

fabs, as seen in the Arizona plant. For reference, we have not considered the 3nm expansion in our 

estimates, as it requires a significantly higher investment, as indicated by the TSMC disclosure of 

construction costs for a 3nm fab, projected to range between $27 billion and $29 billion. This higher 

cost is further compounded by the fact that GF will not be able to benefit from the cost reductions 

typically associated with more mature technologies, as 3nm is still in the early stages of market 

establishment. 

To fund the fab construction, projected to cost $10 billion, GlobalFoundries (GF) plans to secure 

$5.5 billion through debt (via a loan), $2.5 billion from grants, $1 billion from cash reserves, and 

$1 billion from marketable securities. GF’s current cash position includes $2.3 billion in cash and 

cash equivalents and $1.2 billion in marketable securities. The expectation of a $2.5 billion grant 

is justified, as GF has already received $1.5 billion from the U.S. CHIPS and Science Act and $550 

million from New York State's Green CHIPS Program to support a 10-year project which 

application process was finalized in November 2024. These funds will be used to expand an 

existing fab in New York to advance the automotive sector, construct a new state-of-the-art fab at 

the same site, and modernize a facility in Vermont. The CHIPS Act focuses on enhancing U.S. 

semiconductor manufacturing, securing supply chains, and bolstering national security, with $52 

billion allocated for federal semiconductor incentives. New York's Green CHIPS Program, offering 
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up to $10 billion, aims to promote environmentally sustainable semiconductor manufacturing. The 

mentioned programs offer substantial financial assistance to support domestic semiconductor 

manufacturing, which will likely influence the funding available to companies like 

GlobalFoundries (GF). The projected grant for the construction of a new fab, tied to GF's 

acquisition by AMD, is based on GF's plans to expand production of advanced technologies critical 

to U.S. semiconductor supply. This expansion is particularly important amid ongoing geopolitical 

tensions between China and Taiwan, along with Taiwan's export restrictions on TSMC chips. 

Additionally, GF's commitment to environmental compliance strengthens its eligibility for funding 

from both programs. 

Additionally, for the post-merger forecast, adjustments were made to the original valuation 

prepared without the merger scenario, which includes changes to the levels of PP&E, depreciations 

and interest expenses. The net book value of the fabrication plant was calculated across the forecast 

period, with depreciation beginning in 2026 to 50% of the total investment, due to the completion 

of the first construction phase. An additional depreciation line will commence in 2029, reflecting 

the remaining investment balance, as the second phase of construction reaches completion.  

The Deloitte report “Tooling up the CHIPS Act: How to fast-track your new fab equipment ramp” 

indicates that approximately 45% of total investment is allocated to building facilities, while 55% 

goes toward equipment purchases. Based on this allocation, building investments were depreciated 

annually at a rate of 2.56%, considering an useful life of 39 years, as defined by IRS, although GF 

disclosed an increase of buildings’ useful life from 26 years to 50 years in the last annual report; 

and equipment investments at 14.29%, considering an useful life of 7 years, a conservative 

perspective based on the period currently used by the company, from 2 to 10 years.  

The interest expenses incurred with the fab project implementation were computed by structuring 

a credit amortization plan 11Y to maturity, with grace period of 4Y relative to construction time, 
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using the 10-year US Treasury with a spread of 1.75%, aligned with the lowest spreads in GF's 

current loans, reflecting the anticipated increase in negotiation power driven by AMD's influence. 

A capital amortization of 5% was defined in the first 2 years, 10% in the third, and 15% until 

maturity, with a bullet of 20% that should be refinanced. The bullet will affect the company’s debt 

structure in future, as by 2025, its net debt-to-enterprise value ratio will be -0.5%, maintaining its 

negative trend, due to a conservative perspective to guarantee the deal’s value creation. We have 

inferred the company’s capacity to pay the debt by the FCF. As FCF are negative until 2027, 

becoming slightly positive in 2028, one year before the new fab starts to fully operate, the interest 

expenses were capitalized to the principal amount, starting to be repaid in 2029, time at which the 

company starts to pay interest, guaranteeing a ratio FCF/Debt service around 3x to 6x, which is 

sufficient to face fab debt service. It’s important to note that other debt payments related to existing 

loans are guaranteed as they were forecasted based on the current Debt/EV ratio, which gives a 

cautious outlook, as the EV increases in the post-merger scenario.  
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AMD Synergies 

This vertical integration between AMD and GF is expected to bring synergy opportunities in 

enhanced operational efficiencies, cost savings and supply chain resilience. By utilizing GF for 

specific production needs, mainly after the investment in a new advanced foundry, AMD can 

directly control production volumes, prioritize product lines and, most importantly, reduce the 

dependency on external third-party foundries.  

With GF operating as a subsidiary, cost synergies are achieved for AMD through better negotiation 

terms that reduce operational costs, thus improving the company’s margins. This will in turn 

improve competitiveness by allowing the allocation of capital toward research and development, 

as well as competitive pricing in the market. Supply chain stability is also a valuable point for 

AMD, as the exposure to global supply chain disruptions, which have impacted the industry in 

recent years, is reduced. Ensuring manufacturing security in unstable economic conditions puts 

AMD in strategic advantage against main fabless competitor, Nvidia, as well as strengthening the 

company’s reputation as a reliable supplier in the space, important factors in this industry. The 

alignment between the product design and the fabrication process also creates the opportunity for 

AMD to refine innovation cycles, more easily delivering products that meet consumer and industry 

needs. As GF’s new foundry becomes fully operational by 2029, we are expecting AMD to realize 

the full potential of these synergies, not only solidifying the company’s position in the 

semiconductor industry, but also creating value for shareholders that simply would not be unlocked 

without a merger of this magnitude. 

For the actual quantitative cost synergy estimation, we conducted an analysis of the gross margins 

of Integrated Device Manufacturer companies, specifically Intel, Texas Instruments, Micron 

Technology and STMicroelectronics, over the past five years. We looked at the companies’ 
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operating segments to understand how they correspond to AMD’s segment. We projected the 

margins each AMD segment is expected to achieve, through the margins of the corresponding 

segments of the IDM companies. Over the same period, AMD’s gross margins show an average 

value of 45.29%, with 42.61% in 2019 being the lowest value and 48.25% in 2021 being the 

highest. These margins are lower than those of IDM’s companies1, where Intel averages 67.35%, 

Texas Instruments 70.82%, Micron Technology 55.93% and STMicroelectronics 52.49%. By 

analyzing these companies’ average gross margins of the past 5 years, an estimate of 56% for 

AMD’s gross margins was assumed, after the synergies have taken effect. This approach assumes 

that in these conditions, AMD’s operations should achieve efficiency levels comparable to these 

established IDM companies. This translates to margins of 60.56% in the Data Center segment, 

66.85% in the Client, 53.66% in Gaming and 66.62% in the Embedded segment, resulting in total 

cost synergies of 23%. 

The AMD segments anticipated to benefit the most from cost savings are the Data Center and 

Embedded segments, since these are markets where GF already has an operational presence and 

can more easily adapt to AMD’s needs. Data Center is expected to benefit mostly in the long term, 

once GF’s new foundry is operational, as it is AMD’s fastest growing segment. At this point, as 

the supply chain stabilizes, significantly lower manufacturing expenses are expected compared to 

external foundries, due to competition for limited foundry capacity. For the Embedded segment, 

cost savings are expected sooner, as GF current facilities are able to support the high-volume 

manufacturing needs of automotive and industrial IoT industries that predominantly comprise this 

segment. The stable specifications products of this segment make it a natural fit for cost 

efficiencies, which is why we forecast this to be the segment that benefits the most from cost 

 
1  Values obtained from Orbis 



João Francisco Mendes Pereira 

 

35 

 

synergies. As for the Client and Gaming segments, cost synergies are also expected, although to a 

lesser extent, since these are more reliant on more advanced node manufacturing for most products, 

and it would take a long time for GF to be able to completely fulfill the parent company’s needs.  

There is also the possibility AMD is bound to benefit from revenue synergies, given the increase 

in efficiency may enable the production of better products and/or new products that fill certain 

untapped markets, thus boosting sales. To incorporate the effects of this revenue synergy, we 

looked at the example of Apple, who started producing its Mac computer chips in house in 2020, 

while previously relying on Intel. With this change, the company was able to deliver computers 

with tailor-made chips, significantly enhancing performance and capabilities, which in turn boosted 

the sales. Analyzing historical data from 2010, we grouped Mac sales into 5-year averages, 

capturing consumer’s upgrade cycles, and retrieved a growth of 15.91% from the 2010-2014 period 

to the 2015-2019 one. The release of the new M chips coincided with the Covid-19 pandemic, an 

important factor as this event led to a significant growth in computer sales. Examining worldwide 

PC market shipments (retrieved from Statista), there was a growth of 17.72% from 2019 to 2020, 

and 10.56% from 2020 to 2021, with a decline in later years, while Mac sales grown from 2020 to 

2022, only declining in 2023. Looking at 5-year averages, Mac sales grown 30.42% from the 2015-

2019 period to the 2020-2024, while worldwide PC sales grown 9.58% in the same period. Because 

of this, we can assume that Apple’s Mac higher sales growth may be explained due to the new M 

chips used in Mac computers. From the 30.42% growth we assumed that 15.91% would be the 

normal expected growth, as it was the value experienced in the previous cycle, around 10% may 

have been due to abnormal market conditions from the pandemic, leaving a 5% growth we assumed 

was due to the new computers. Revenue synergies are very difficult to calculate, since they depend 

on numerous assumptions about the future. Because of this, we decided to be cautious, and only 



João Francisco Mendes Pereira 

 

36 

 

assumed revenue synergies for AMD of 3% in the long term, ensuring we don’t overestimate the 

value created by this deal. 
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Value Creation Analysis 

To evaluate the value creation derived from this deal, we performed an Adjusted Present Value 

valuation of each company, now incorporating the effects of the expected synergies, as well as the 

effect of varying debt levels throughout the valuation period.  

We looked at three possible scenarios regarding value creation: the Base case, with the value of 

synergies discussed previously; the Optimistic case where we increased the value of synergies by 

25%; and the Conservative case where we decreased the value of synergies by 50%. On the Base 

case AMD’s enterprise value increased by around 32.02%, going from $239,445 million to 

$316,119 million, reflecting how much we believe the company may benefit in the long term from 

the realization of the synergies. The Optimistic case achieves a value creation of 40.26%, and the 

Conservative a value of 15.86%. GF's enterprise value declined from $18,917 billion to $17,715 

billion (-6.36%) in the baseline scenario, primarily due to the higher impact of CAPEX 

(construction of fab) outweighing the synergies of the merger. However, under the optimistic 

scenario, the enterprise value increases by 3.29%, reflecting a more favorable outlook, where the 

more Conservative decreases by 24,5%. When analyzing the value of the combined entity, the Base 

scenario displays an increase in value of 29.21%, the Optimistic 37.55% and the Conservative 

12.90%. 

In summary, this analysis demonstrates the value creation potential for the combined entity in either 

scenario, as the collaboration between the two companies unlock opportunities that would not be 

achievable independently. 
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Conclusion 

We believe this potential acquisition between AMD and GlobalFoundries presents a compelling 

case for an M&A deal in the semiconductor industry. The vertical integration of AMD’s design 

expertise with GF’s manufacturing capabilities could create an opportunity for great sustainable 

growth, as synergies are realized. 

This Field Lab’s analysis highlights the potential benefits related to enhanced supply chain 

resilience, improved production efficiency and reduced external dependency. Our financial 

analysis and forecasts prove that integrating GF as a subsidiary to AMD is both viable and 

advantageous, particularly in the coming years when the demand for cutting-edge semiconductors 

is likely to explode, and synergies are expected to take effect. Our analysis concludes that the 

combined entity is stronger than the sum of its parts, with AMD being expected to benefit the most 

during this period, since GlobalFoundries must go through a heavy investment phase during the 

first half of the forecast period, impacting on its value creation capabilities.  

Not without its risks, a merger of this type is presumed to face regulatory hurdles and raise 

geopolitical concerns, given the nature of the industry. Alongside this, risks associated with the 

heavy investment required for upgrading GF’s capabilities are also present, since any major 

disruptions may impact the value creation capabilities of this deal.  

In conclusion, this study emphasizes the interesting possibilities of deal making in the 

semiconductor industry, seeking to evaluate the feasibility and potential benefits. We believe this 

proposal represents an intriguing and realistic point of discussion for both academics and industry 

stakeholders, as the strategic role of M&A may shape the trajectory of this industry. This is 

especially relevant as we reach a point where innovation is becoming more and more challenging, 

and collaboration is crucial to drive progress and overcome complex obstacles. 
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