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• Initiating coverage of Sigma Designs (SIGM) with a Buy rating 
and $22 price target.  SIGM produces media processor microchips 
for IPTV set-top boxes and is well poised to benefit from the 
anticipated ramp in IPTV deployments over the next several years.  
Our price target is based on 21x our fiscal 2008 (Jan) EPS estimate of 
$1.03. 

• We expect Telco’s aggressive push to offer consumers “triple-
play” services to drive strong ramp in IPTV services.  As 
telecommunication providers attempt to compete against cable and 
satellite providers, it is clear that the battleground will be fought over 
the coveted “triple-play” package, which includes voice, broadband, 
and video.  We expect that telcos will look to offer consumer video 
services through IPTV offerings and believe that this will be a 
significant catalyst for Sigma Designs moving forward.   

• Expect SIGM to benefit from strong growth in IPTV set-top 
boxes.  With multiple telcos currently in the process of ramping 
IPTV services, we expect growth in IPTV set-top boxes to be a 
growth driver for SIGM in 2H06 and into 2007.  Current industry 
forecasts from Gartner indicates that production of digital IP set-top 
boxes is expected to grow from 2.8M units in 2005 to 4.5M units in 
2006 (64% y/y) and to grow to 11.1M units in 2010 at an estimated 
32% CAGR (between 2005-10). 

• Strategic partnership with Microsoft provides SIGM with a first 
mover advantage.  Due to the company’s existing relationship with 
Microsoft and work on previous MSFT projects, it has allowed SIGM 
to be one of the first vendors in production with a media processor 
that supports Microsoft’s VC-1 codec and IPTV platform.  We expect 
Microsoft to be the dominant middleware platform for IPTV moving 
forward.  At this point, ST Micro is the only other vendor that has a 
production-ready chip that supports Microsoft IPTV.  However, no 
IPTV deployments to date have been deployed with it. 

• Expect early design wins in Blu-Ray to help sustain longer-term 
growth.  Being one of the first providers to release decoder chips that 
support both H.264 and VC-1, video codecs required by HD DVD 
and Blu-ray, has allowed Sigma Designs to secure multiple design 
wins in the high definition DVD market.  We expect moderate 
growth in this market in the near term as consumers await a winner in 
the high definition DVD format wars.  We ultimately believe that 
SIGM will benefit from strong design win activity in BD, as we 
believe Blu-ray disk will ultimately prevail over HD DVD. 

• Risks factors include: 1) Competition from larger companies such as 
Broadcom and STMicroelectronics; 2) Uncertainty related to the 
ramp of worldwide IPTV deployments; 3) ASP and gross margin 
pressures associated with intense competition in the marketplace; 4) 
Uncertainty related to the outcome of the company’s investigation 
into its internal option grant practices; risk of NASDAQ delisting as 
it has not yet filed its 10Q due to its internal option investigation. 

 
Key Data  

52-Week Range $7.99 - $17.05 
Weighted Average Shares (MM) 22.6 
Float (MM) 22.1 
% Held Institutionally 41.3% 
Market Capitalization (MM) $339 
Average Daily Volume (000) 637.8 
Revenues – LTM (MM) $53.9 
Total Debt (MM) $0.02 
Cash per Share $0.67 
Long-Term Growth Rate 20% 
12-Month Price Target  $22.00 
 
Fiscal Year Ends: Jan. 2006A 2007E 2008E 
Revenue (MM) $33.3 $83.8 $130 
Earnings per Share    

Q1 $(0.03) $(0.03) $0.18 
Q2 $0.01 $0.06 $0.24 
Q3 $0.08 $0.12 $0.28 
Q4 $0.02 $0.17 $0.32 

Year $0.07 $0.32 $1.03 
P/E 214x 46.9x 14.6x 
Shares Fully Diluted (MM) 23.7 22.7 23.4 
 

 
Sigma Designs is a supplier of digital media processor 
microchips for consumer electronic devices.  The company’s 
microchip decoder products are focused on five main 
consumer end markets including IPTV set-top boxes, high 
definition DVD players, portable media devices, digital media 
adapters, and HDTV. 
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C.E. Unterberg, Towbin Ratings 

C.E. Unterberg, Towbin assigns research equity ratngs of Buy, Market Perform or Under Perform for Buys, we will publish a 12-month price target for any stock with an estimated 
appreciation potential of 20% or more. For Under Performs, we also publish a 12-month price target for any stock with an estimated underperformance potential of 20% or more. 

 Buy:  12 months, estimated 20% or more appreciation 

 Market Perform: Performance in line with the market averages anticipated. 

 Under Perform: 12 months, estimated underperformance of 20% or more 
 
Disclaimers 
This report is for informational purposes only, and the information herein is obtained from sources that we believe to be reliable, but its accuracy and completeness, and that of the 
opinions based thereon, are not guaranteed. The securities described herein may not be eligible for sale in all jurisdictions or to certain categories of investors. Further, this report 
is not intended as an offer or solicitation to buy or sell any securities or related instruments. The investments discussed or recommended in this report may not be suitable for the 
specific investment objectives, financial situation or needs of the reader, and should not be relied upon without consultation with an investment professional. Opinions expressed 
in this report are subject to change without notice. C.E. Unterberg, Towbin accepts no liability whatsoever for any loss or damage of any kind arising out of the use of any part, or 
all, of this report. This report is for distribution only under such circumstances as may be permitted by applicable law, and may not be reproduced or distributed in any form without 
the specific consent of C.E. Unterberg, Towbin. Redistribution of this, via the Internet or otherwise, report without permission is specifically prohibited, and C.E. Unterberg, Towbin 
accepts no liability for the actions of third parties in this regard. 
From time to time, C.E. Unterberg, Towbin or its employees may have a long or short position in the securities of company(ies) discussed herein and, at any time, may make 
purchases and/or sales as principal or agent. 

 
The research analyst who is primarily responsible for the research contained in this research report and whose name is listed first on this report: (1) attests that all of 
the views expressed in this research report accurately reflect that research analyst's personal views about any and all of the securities and issuers that are the 
subject of this research report; and (2) attests that no part of that research analyst's compensation was, is, or will be, directly or indirectly, related to the specific 
recommendations or views expressed by the research analyst in this research report.  
All C.E. Unterberg, Towbin LLC ("CEUT") employees, including research associates, receive compensation that is based in part upon the overall performance of the firm, including 
revenues generated by CEUT's investment banking department. 
 
Footnotes for CEUT, a member of SIPC and NASD 
1 - The research analyst or a member of his/her household has a financial interest in the securities of this company. 
2 - The research analyst or a member of his/her household is an officer, director or advisory board member of this company.  
3 - The research analyst or a member of his/her household received compensation in the past 12 months from this company. 
4 - CEUT officers, other than research associates, serve as officers, directors or advisory board members of this company.  
5 - CEUT makes a market in this company's securities. CEUT, in its market making capacity, sells to or buys from customers the securities of this company on a principal basis.  
6 - CEUT has managed or co-managed a public offering and/or private placement of securities for this company in the past 12 months. 
7 - CEUT has received compensation for investment banking services from this company in the past 12 months.  
8 - CEUT expects to receive, or intends to seek, compensation for investment banking services from this company in the next three months.  
9 - This company is, or during the past 12 months prior to distribution was, a client of CEUT.  
10 - CEUT received compensation for products or services other than Investment Banking services from this company in the past 12 months.  
11 - CEUT beneficially owns 1% or more of an equity security of this company. 
 

% of CEUT Universe 
with this rating

% of rating tier for which CEUT 
provided IB services

Buy 57% 80%
Market Perform 39% 20%
Under Perform 4% 0%


