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MEMC ELECTRONIC MATERIALS, INC. (WFR: $17.50* ) Market Perform 
St. Peters, MO Price Target $15.00 

Update 
STOCK DATA

52 Week Range $18.50-$7.33
ADTV - 3 Month 2.0
Market Cap $3,659.6
Shares 
Outstanding 
(Diluted)

224.7

EARNINGS DATA
EPS (FD Operating)
Dec. 2004A 2005E 2006E
1Q $0.16 $0.23A $0.25
2Q 0.19 0.26A 0.28
3Q 0.27 0.28 0.32
4Q 0.27 0.30 0.33
FY $0.89 $1.07 $1.18
P/E 14.8x 16.4x 14.8x

FY 2004A 2005E 2006E
Revenue 1,028.0 1,117.5 1,213.1

FINANCIAL DATA
2Q05

Cash & 
Equivalents

101.0

Accounts 
Receivable

132.1

Inventories 134.9
Current Assets 395.2
Total Assets 1,079.5
Total Current 
Liabilities

199.9

Long-Term Debt 108.2
Total Debt 129.9
Total Stockholder 
Equity

563.6

Financial Values In Millions

WFR: 2Q Results and Guidance Suggest That Our 
Thesis Is Playing Out--Raising Price Target 

Summary and Recommendation

Although MEMC’s 2Q reported revenue exceeded our estimate as well as its 
guidance range, ASP pressure caused the reported operating margin to come 
in line with our estimates. However, a lower than expected tax rate caused a 
penny upside to our EPS estimate of $0.25. The continued ASP pressure into 
3Q, in our view, caused guidance to come in below expectations, although a 
lower tax rate (or $0.01/share) offset some of the shortfall due to the ASP 
declines. We believe our thesis is playing out and, although guidance may 
have caught some of the bulls off guard, we actually believe that 
fundamentals are bottoming. To that end, although we are raising our price 
target from $14 to $15, driven by a modest increase in multiples, we remain 
on the sidelines until: 1) we have increased confidence in ASP improvement 
in 1H06; and/or 2) there is a better entry point. We reiterate our Market 
Perform rating.

Key Points 

� 2Q results. MEMC reported 2Q revenue of $275M and EPS of $0.26; 
revenues and EPS came in above our estimate of $270M (which was 
in line with consensus) and $0.25 (which was a penny below 
consensus). A lower tax rate helped the company to meet consensus. 
Guidance for revenues to improve 3%-5% QOQ was below our 
growth estimate. 

� Overall raw wafer demand at MEMC appears to be stabilizing.
Although MEMC is guiding to 3%-5% QOQ growth in revenues, we 
actually believe the unit growth is higher, and it is the ASP pressure 
(driven by the discounts given during 2Q05) that has limited the 
guidance. We believe there is possible upside if demand remains 
strong into the month of September. 

� We need proof of higher ASPs to get off the sidelines. The jury is 
still out on the polysilicon issue: we need evidence of its impact on 
wafer prices. Also, industry utilization rates need to rise to levels that 
allow wafer suppliers to raise prices. We believe the earliest MEMC 
could see improvement in ASPs is in 1H06. 

*Closing price of last business day immediately prior to the date of this publication.
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In the normal course of its business, FBRC seeks to perform investment banking and other services for various companies and to receive compensation 
in connection with such services. As such, investors should assume that FBRC intends to seek investment banking or other business relationships with 
the companies. 

Information about our recommendations, holdings and investment decisions:
Our brokers and analysts may make recommendations to their clients, and our affiliates may make investment decisions that are contrary to the 
recommendations contained in a research report. Such recommendations or investment decisions are based on the particular investment strategies, 
risk tolerances, and other investment factors of that particular client or affiliate. From time to time, FBRC, its affiliated entities, and their respective 
directors, officers, employees, or members of their immediate families may have a long or short position in the securities mentioned in this report. 

Information about our rating system:
FBRC instituted the following three-tiered rating system on October 11, 2002 for securities it covers: 

� Outperform — FBRC expects that the subject company will outperform similar companies within its industry over the next 12–18 months. We 
recommend that investors buy the securities at the current valuation. 

� Market Perform — FBRC expects that the subject company will perform in line with similar companies within its industry. We recommend that 
investors maintain their current positions and add on weakness as the valuation or fundamentals become more favorable. 

� Underperform — FBRC expects that the subject company will underperform similar companies within its industry. We recommend that 
investors reduce their positions until the valuation or fundamentals become more compelling. 

(1)As of midnight on the business day immediately prior to the date of this publication.
A description of the five-tiered rating system used prior to October 11, 2002, can be found at http://www.fbrcorp.com/disclosurespre10702.asp.

General information about this research report:
Additional information on the securities mentioned in this report is available upon request. This report is based on data obtained from sources we 
believe to be reliable, but is not guaranteed as to accuracy and does not purport to be complete. This report should not be construed as advice 
designed to meet the particular investment needs of any investor, nor as an offer or solicitation to buy or sell the securities mentioned herein, and any 
opinions expressed herein are subject to change. 

These securities may be sold to or purchased from customers or others by FBRC acting as principal or agent. This publication has been issued and 
approved by FBRC under a compliance routine approved by Friedman, Billings, Ramsey, International Ltd., its U.K. FSA Regulated affiliate, for 
distribution to U.K. and European non-private clients. 

Commentary regarding the future direction of financial markets is illustrative and is not intended to predict actual results, which may differ substantially 
from the opinions expressed herein. References to "median," "consensus," "Street," etc., estimates of economic data refer to the median estimate of 
economists polled by Bloomberg L.P. 

If any hyperlink is inaccessible, call 800.846.5050 and ask for Editorial.
Copyright 2005 Friedman, Billings, Ramsey & Co., Inc. 

Rating FBRC Research Distribution1 FBRC Banking Services in the past 12 months1

Buy (Outperform) 49.1 % 19.2 %
Hold (Market Perform) 44.1 % 6.4 %
Sell (Underperform) 6.8 % 0.0 %




