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<<Matt Ramsay, Analyst, Cowen and Company, LLC>> 

 

Hey there. Good morning, microphone is on. There you go. My name is Matt Ramsay. I’m the 

semiconductor analyst here at Cowen. And I wanted to take an opportunity to welcome you. I 

guess this is the first presentation, fireside-chat session of the day. Thank you all for listening on 

the webcast and to coming in person to the TMC Conference once again, hopefully, we put on a 

decent and educational show for everybody. 

 

I’m really excited to have the team from Cirrus Logic here to talk about the business, John 

Forsyth is the Chief Strategy Officer and Thurman Case is the CFO. And we’re going to talk lots 

of things about audio. Anyway, John, maybe, you could kick us off if you’ve got a little bit of a 

status update it seems like the world changes about every 15 seconds these days with the things 

going on in tech. But how are you guys doing this? 

 

<<John Forsyth, Chief Strategy Officer>> 

 

We’re doing very well. Thank you. For the benefit of people in the room and listeners, I would 

like to just begin with a very brief introduction to services and what we do. So, our vision is to be 

first choice in signal processing. Yes. We are basically known for providing a large number of 

components, hardware and software in the audio domain. So, we provide solutions all the way 

across the signal chain from stuff coming in from the outside world to the microphones getting 

converted from analog into the digital domain. Some kind of signal processing being applied to 

that. And then on the reverse path of the signal chain being converted back into digital and being 

played out through some kind of transducer, whether that’s a loud speaker transducer – form of 

transducer anyway here, got it. 

 

So, audio across all of the elements of the signal chain is really where we’ve been very, very 

focused over the past – over the past 10 years, especially with the vast majority of our revenue 

being in the mobile space. We have seen more recently a couple of waves of expansion of that. 

So first audio, which used to be around capturing audio – capturing sounds and playing back 

sounds started to become a lot more about voice. So, the voice experience when making phone 

calls, but also the voice interface for interacting with virtual assistants. That’s been a big growth 

area for us and an area of major investment. 

 

And then beyond that, we’ve started expanding significantly in the last two to three years into 

adjacent areas, which are not really audio at all, but use a lot of the same underlying IP, a good 

example of that would be haptics. So, the touch experience that you get with an increasing 

number of devices, which has gone way beyond the traditional kind of, I pressed it somewhere in 

the whole thing, vibrates to a much more subtle and nuanced experience. That’s the kind of 

experience that we’re able to drive, we using IP that was developed originally for audio. So that 



particular adjacency around haptics and a number of others that that we have in the pipeline are 

significant opportunities for us as we go forward. 

 

There’s a couple of things that I think since you asked about specific kind of recent news and 

update that it’s worth touching on. So, first of all, we have a one very significant customer and 

there’s always a lot of interest in that customer and we feel very good about the relationship 

there. We’ve got lots of stuff in flight and nature of that customer is that we have a very good 

line of sight stretching out a considerable length of time into what they will be looking for us to 

provide or at least bid on. But we do not discuss the details around that customer, in particular 

beyond the – beyond making that kind of statement. 

 

The second thing, which I’m sure nobody is curious about, but I’ll mention anyways, that there’s 

been a recent – recent disruption to the mobile supply chain in particular with the U.S., China 

situation and the entity listing fall away. With regards to how that affects Cirrus? There are a 

couple of things to say. First of all, we’ve reiterated our guidance for the quarter. So, for the 

current quarter, we don’t feel any need to revise the general guidance we’ve given there on our 

expectations. We do – we have though indicated a number of times and people are being able to 

see it in recent products that we’ve been building momentum with that customer in particular. So 

while they weren’t yet really significant from a revenue perspective, we were on a good 

trajectory there. And we hope to continue with that momentum and trajectory, but in terms of the 

outlook of what the impact of the current situation is that’s really – that’s really going to be 

determined by how long it goes on for. So I guess – I guess with that… 

 

<<Matt Ramsay, Analyst, Cowen and Company, LLC>> 

 

No. Perfect, John. 

 

<<John Forsyth, Chief Strategy Officer>> 

 

I’ll hand over to you. 

 

<<Matt Ramsay, Analyst, Cowen and Company, LLC>> 

 

Thanks for the introduction and then take it on the Huawei thing head on. I mean, Thurman, 

maybe, you could talk a little bit about, I mean you guys have talked generally about how the 

year might shape up in terms of revenue? Is there just to get the elephant out of the room, is there 

anything you can talk about in magnitude with Huawei, because I know, you had a second 10% 

customer, I believe it was Samsung in the last quarter and the Android business, outside of the 

iOS ecosystem is something that the investors have been waiting to get some momentum behind 

it. And as John said, the Huawei was one of the – maybe the second horse as a vehicle to get that 

growth going. And there’s some OEMs for through 10 that will follow I would imagine. But just 

in the medium term, is there any way for us to understand just sort of a magnitude from what was 

taken into Huawei? 

 

<<Thurman K. Case, Vice President-Finance and Chief Financial Officer>> 

 



Well, since we haven’t talked about, our very specific guidance for the year, talking about 

Huawei, specifically on how much that may have been to know, I think John said it fine, which 

was that they are significant customer for us. We did see growth for sure with them. And the 

revenue that they would have generated would have been somewhat meaningful. But in terms of 

being a driver or a large percentage of our revenue not – we don’t see that this year, we’ve talked 

about the guidance for the quarter, which we reiterated that guidance and there was no change 

from what we said during our earnings. So that gives you an idea of that it wasn’t large enough 

for us to change or rethink what we’re doing for guidance. And for the year, again, the 

uncertainty out there, this just creates more uncertainty, because we don’t know when or if this 

may change and we don’t, we really are not into projecting, but the volumes are on the 

smartphone market if we could do that. 

 

<<Matt Ramsay, Analyst, Cowen and Company, LLC>> 

 

Yes. I think that there’s a lot of us with differing degrees of certainty in our crystal balls here that 

we’re trying to play with, but I appreciate that. John, maybe, you can talk a little bit. Oh, I think 

there’s a question in the audience, yes, feel free to dive in. 

 

Q&A 

 

<Q>: [Question Inaudible] 

 

<A – John Forsyth>: Yes, sure. So, just to repeat the question, in case that wasn’t picked up for 

listeners, the question was around the company’s diversification strategy, what our ambition is 

there both in terms of customer diversification and market diversification? If I’ve got that right. 

Yes. So, we are very determined to diversify on both of those vectors. We balanced that with the 

fact that we have at any one time, this does kind of go up and down a bit over the course of the 

year. But at any one time, we most likely have more things on our plate from our current 

customer base in our current markets than we can execute on. And they – and they, by and large, 

look really attractive. 

 

So, there’s always a – there is always a balance and judgment to be made around that. But the 

path that we’ve been following, you referenced some earlier diversification initiatives there. And 

what I would draw a distinction, where I would draw a distinction between some of those 

historically, and what we’ve been doing now is that the path we’re following right now is one, 

where we are diversifying in terms of products and technology often within our largest customers 

and then taking those two other areas of the market and potentially other markets. 

 

So, haptics, in fact, we see as a very significant opportunity. It’s historically being an area, which 

was very limited. The user experience was very limited. And mostly in the mobile space, it 

consisted of turning on or off a kind of a vibrating motor vehicle in the year-end. It happened to 

be that our largest customer was the one that that drove innovation in this space to deliver an 

experience, which crucially can actually feel like a real button. So, if you take the power out of 

some of that customer’s devices and then press the surface, a lot of people can’t believe that it 

doesn’t actually move at all without power. And then you pair it up and the experiences exactly 

like clicking a real button. That’s very significant for a number of reasons. 



 

One, it’s mechanically simpler; two, it allows you to do things with form factors in this industrial 

design that you couldn’t do before; and thirdly, in terms of robustness, waterproofing and so on. 

It’s vastly more enabling for the OEM. We are now seeing and this is a pattern that we’ve seen 

elsewhere, that the Android will this kind of catching up with that. So, especially a reference 

point, I would cite here is the pixel three device last year, which the first Android has that really 

to deliver it at advanced rich haptics and you can look online, any review mentions it. Reddit is 

crawling with people, who say it’s fantastic. It’s addictive, the haptics experience and it’s a huge 

step on to Android. 

 

Not at that point yet to reflect it in significant changes to the APIs and Android. And so there are 

enablers, which are still coming down the track. But we see there an opportunity first of all, 

within the mobile market for almost every device. But at least let’s say mid-tier and high-tier 

devices to go down the path of virtual buttons and virtual controls. There were a lot of 

advantages to both consumers and OEMs for that. And then beyond that, since part of the 

question was about market diversity, haptics is a great example of somewhere – something 

which we see as being relevant – very relevant to other applications and other markets. 

 

For example, and this is an area, where we already have some business, in the audio space and 

we’re very interested in exploring further. For example, automotive. So, if you look at the 

interior designs around infotainment and the front part of the cabin right now, over the past 10 

years, there’s been a very significant transition away from having loads of individual physical 

buttons to more glass controlled surfaces, more sleek and streamlined designs. That’s exactly the 

kind of design trend, which needs a rich haptics experience. So, we are – of the opinion that that 

for example, automotive and a number of other places, where you have – where people care 

about design and you have physical control surfaces. We can bring value there as well and that 

will further diversify the makeup about business. 

 

<Q – Matt Ramsay>: So, you touched there, John, on user interface, voice as a user interface, 

right. And I think many of us are probably seen some of those boosts that have been done 

around, Alexa and things were right on Jimmy Kimmel saying that order 10,000 things of Q tips 

in every household in America. All of a sudden that happens, because there’s no security at the 

front-end, right? So, one of the kind of glad that question came from the audience on one of the – 

when I speak to investors about companies broadly in semiconductors, I always get asked the 

question about, so these are the hot and sexy topics right now, but what companies are doing the 

most in technology R&D that’s not yet reflected in the stock prices and Cirrus’ name always 

comes up in that, because you’re in sort of a period of transition in the mobile space, but there’s 

a whole bunch of things coming. 

 

<A – John Forsyth>: Right. 

 

<Q – Matt Ramsay>: Right. So maybe, you could talk a little bit about the biometrics effort and 

the fact that voice as a user interface doesn’t really get you much until you can secure it. And 

that seems to be a big thing that you’re investing in. And I don’t know if you’ve led that project 

for a while internally, so maybe, you could talk about that. 

 



<A – John Forsyth>: All right. Yes. That’s a major investment area for us, has been for a few 

years now, beginning with the acquisition of a company called AGNITiO that had leading IP and 

speaker identification. So, yes, we believe that it’s a big area with very big belief there’s in the 

potential of the voice interface to kind of transform how we interact with computers. Our 

particular approach to it has been based around the ability to robustly and securely identify users. 

And in some ways like the very cool bit of it, the – just identifying, who is speaking is not super 

hard, but I would say when you put all the other factors around it, it really is amazingly hard. So, 

it’s got to work in noise. It’s got to work all the time, because it’s incredibly frustrating to a user 

if they have to repeat themselves. It’s got to be secure enough that you’re really confident like 

pincode level, passcode level of confident that this is the user, because you want them to enable 

transactions and it’s got to be robust against spoofing. 

 

So, these are all areas, where we have significant teams and sizable investments in pushing the 

technology forward. Anti-spoofing being a great example. We are – today, we’ve been – we’ve 

demonstrated that we’re robust relative to playback via speakers in a way that stuff that’s out in 

the market from the point of view of Alexa and Google home devices, they’re really not. Right 

now, they’re pretty much open. You can record someone’s voice and play it back, and it will 

respond in just the same way. If you do that with a Cirrus product, we’ll recognize not only who 

it is that speaking, but secondly that it’s being played back from a some kind of recording. But 

that, that area we see is that’s going to be an arms race. It’s going to continue. People will get 

more and more determined to spoof it. Whether that’s to actually, execute some sort of exploits 

or just to get like 15 minutes of fame on youtube whatever. So we are – we’re very determined to 

provide all the pieces around the core technology that enable our customers to deliver something 

really robust. 

 

We’re in – right now, we’re sampling our 28 nanometer voice biometric solution to customers 

that’s in evaluation. We’re getting very good feedback on that. So, we’re very excited. It’s a 

complex thing to design in. So, we’re not looking at a revenue until I think FY 2021 and then 

building from there. But we’re very excited about the path that we’re on there with that 

technology. 

 

<Q – Matt Ramsay>: Now, I mean, it’s – to me, it’s one of the coolest things I’ve seen. I guess 

the question I would follow-up with the view, there’s obviously a lot of cloud-based biometrics 

efforts that are going on probably most of it, not all of the customers you’re targeting with this 

product for an embedded device have some sort of cloud-based offerings. So, what’s the 

competitive landscape like in biometrics? Have you seen any other companies going at it into a 

client side device that is the power level that you need to get there? Or is it mostly people that are 

trying to do it in the cloud than needing a mobile solution, that works? 

 

<A – John Forsyth>: That’s great question. So no, we haven’t seen anybody with anything 

competitive from the point of view of power and footprint in terms of the computing resources 

required. Even the cloud-based solutions, I would draw a distinction there. So, there are cloud-

based speaker identification solutions currently deployed in the many banking systems and so on. 

But when it comes to consumer products, smartphones or devices in the home and so on. There  

is a strong preference on the part of all the OEMs that we work with and people in the cloud 



space to do the user authentication at the endpoint, not in the cloud. And there were a couple of 

reasons for that. 

 

One is you can probably do a better job of it if you have access to all the information, all the 

acoustic information, multiple microphones, and you want to process that very quickly, you can 

probably do a better job of it. But secondly, from the point of view of really giving users 

confidence about privacy and security, making sure that biometric information doesn’t leave the 

end device is key. And that’s something that we’re seeing reflected in standards as well. 

 

So, I would – I would mention here, this organization called FIDO, which is being on a mission 

to replace passwords with a biometric login, which will be great for all of us. Android is now 

really actively supporting FIDO. There are a lot of the security and biometric infrastructure and 

android is requiring FIDO compliance, and FIDO has been driving this architecture that the 

identification of the user has to be done at the endpoint and that information must not leave the 

device. So we see that as being a very strong validation of the architecture that we’d be investing 

in for a couple of years. 

 

<Q – Matt Ramsay>: So, it seems like a pretty big opportunity for you guys. It’s just a matter of 

timeline, is that a fair? 

 

<A – John Forsyth>: Yes. 

 

<Q – Matt Ramsay>: And since we were on the topic of diversification, there’s a couple of other 

things going on at the company. I think microphones is one. And so maybe we can touch on that 

and also the opportunity in headsets. I know there was a little bit of an excitement amongst some 

investors that in the wired headset space and what can happen around noise cancellation and 

ANC that took a little bit longer than maybe we thought to happen. 

 

<A – John Forsyth>: Right. 

 

<Q – Matt Ramsay>: And that’s the air pod phenomenon that’s certainly taken off and created a 

new market, not just for Apple, but for consumer devices across the android as well. So, I mean 

there are two different topics there, mics and headphones and however you like to dive into 

them, we can talk about it. 

 

<A – John Forsyth>: Yes. I mean, both really exciting areas in their own way and the 

microphones is we’ve been shipping microphones in the orders of millions and tens of millions 

for a few years. So, we’re currently MEMS microphone supplier. What we haven’t done is, is yet 

got to the place, where we’re ready to ship advanced MEMS microphones in the order of 

hundreds of millions. But we feel we’ve come, especially in really huge progress in the last year. 

We’ve come a long way along that path now. So, we’ve made comments in our investor letter 

about investments and improvements we’ve been making to the supply chain. We see no 

shortage of demand of bringing MEMS microphones to market. It’s a consistent bit of feedback 

that we hear from our customers today. They are one way or another, dissatisfied with their 

existing microphone supply chain. We have – so first of all, we have a reputation for quality and 

execution that is second to none. 



 

So, we believe we can just bring that to a microphone and make it drama-free. We are in a very 

good, a very good place with those customers. But beyond that, we are generally in most phones 

the thing that the microphone connects to. So, if we are able to supply the microphones we 

believe, there’s significant opportunity, whether it’s in terms of power or performance, to 

improve the overall experience in the solution for OEMs. And then obviously, beyond that, we 

believe there are there innovations we can bring to the microphone itself, in terms of sensing 

audio and other things in the long-term. 

 

So, we’re very excited about that. It’s still an area, where we’re very much in the mode of, under 

promise and over deliver. So, again, we’re looking at a revenue beginning in FY 2012 and 

building from there around our next wave of microphones, but we see so much customer pull 

that, that we have to feel good about it. In the headset space here, like I did where we are in the 

hype cycle on digital headsets. But I guess what happened was, there was the change to the 

physical interface and that looked for awhile like that was going to mean that there were a whole 

load of exciting things that we’re going to happen in the wired headset space, which now with 

hindsight probably kind of seems naive, but there were so many – there were so many cool 

things you can obviously do once you have a digital connector rather than the old cool analog 

connector. 

 

And at the time, that hadn’t really been really significant progress in wireless headsets since the 

dawn of Bluetooth. Right? So that had been in spaces and then there was this exciting new 

physical connector. So that market, around the physical, digital headset is kind of what has been 

underwhelming, because the two thirds of the headsets that are shipped to inbox, that wired. But 

if it’s a wired thing that’s going inbox, it’s by and large with one or two notable exceptions, not 

going to be driven by performance. It’s not going to be an interesting, technology or product for 

us to have to go after. But the air pod thing has been hugely exciting. I think for the whole 

market, we’ve seen a lot of business on the back of that. The volumes clearly are still not at 

smartphone levels, but that I guess one of the defining characteristics for us were one of the 

really most interesting, kind of leading indicators that we’ve seen in that space is that where 

we’re in wireless headsets, we are almost always in the mode of chasing supply. 

 

And we’re having daily calls with our customers, because no full, every forecast seems to under 

call consumer demand. It’s a very, very clear, expression of desire and demand from consumers 

for more feature rich, truly wireless headsets. So that, yes, that, that is a great space for us to 

operate in. We’re there today delivering high performance, low power and a variety of kind of 

smart features. We believe there’s a lot more that can be done in that space once you have a 

DSP, in each year, both in the voice interface and just smarter ways of interacting with the 

outside world. So, we’re very excited about that category in particular for us. 

 

<Q – Matt Ramsay>: I mean you can, I guess you can see the different vectors of growth 

potentially. I guess Thurman, I wanted to back up and talk a little bit about the long-term sort of 

financial performance and model for the company. To me, the next 12 months or so in the 

smartphone space may be a little topsy turvy given we’re a pre-5G, there’s obviously things 

going on with Huawei and the roadmaps with your largest customer trying to get 5G. And I think 

there’s been a little bit more clarity with that in the last month or two. But some of the initiatives 



that John’s talked about all seem to line up towards some growth for the company, fiscal 2021, 

2022, that could be pretty exciting and my thinking about that in the right way. And like how are 

you guys talking about, so longer-term investors that might see the value in all the things that 

John’s talked about, how you’re thinking about that coming into the financials. 

 

<A – Thurman K. Case>: Well, I think that John really stated most of the facts that we give to 

the longer-term investors on that these are opportunities that we see for us out there. As a 

company, we look in terms of revenue growth being around 10% per year-over-year would be a 

goal for us. But that would be over a five-year period. So that can obviously be volatile year-to-

year. And we’re more focused on our operating profit and we would still say in the low-to-mid 

20s is where we would expect to be. And that type of operating profit then drives our ability to 

invest in these future endeavors in those that are beyond that. So that’s really where we see the 

company at on an annual basis. And as far as growth trajectories for the future, we haven’t gotten 

into that, but we do have significant opportunities. 

 

<Q – Matt Ramsay>: I wanted to open it up quickly to the audience that there’s anything, I have 

a couple last questions on my own. I guess we have three or four minutes here, but if there’s 

anything somebody wave or yell or do whatever you guys do. I guess for me just to follow-up to 

that, I got a couple of questions specific to gross margin from some investors in the shorter-term. 

The mix of the business I think was quite attractive in this last quarter and the margin was a bit 

higher. So maybe, you could just talk about what those, like the set realistic expectations when 

we’re looking forward to where margins may go and maybe talk about what happened last 

quarter on the gross margin side and how we should think about it in the medium-term? 

 

<A – Thurman K. Case>: Sure. Gross margins, there’s a lot of moving parts, so those can move 

around from quarter-to-quarter and as you noted, mix of product and what may be selling, not 

selling new – a mix of new products and all of those things can affect it. Last quarter, there was 

some of that, it was one of our more revenue quarters from a seasonality standpoint and that can 

affect it. Also, last quarter though, we did have some sell-through of previously a reserve 

product, which then gives you a boost at a 100% margins on that type of sales. So – and looking 

for where we’re going to be in the future, we believe that the 49 to 51 is really a sustainable and 

reasonable margin profile for you to look at us. We’re going to be better some quarters, we may 

not be there at some other quarters based on what could possibly happen. But from a longer-term 

view, we believe that’s sustainable. 

 

<Q – Matt Ramsay>: Got it. And I guess the last topic to touch on, and I guess the team and 

myself would have conversations about it over the years about M&A and I mean it kind of goes 

back to one of the questions from the audience about sort of kickstarting diversification. Is there 

anything to update there just on parameters, size, opportunity pipeline. obviously, you can’t be 

specific, but it seems like, is it fair to characterize that as an active funnel that you’re looking at 

or how are we – how should we think about that relative to the opportunities that you laid out in 

the organic business? 

 

<A – Thurman K. Case>: So, yes. We feel, we have a number of areas from a product on a 

market perspective, where we can see significant diversification opportunities as I’ve said. If we 

can find a way to accelerate something there through M&as and we will absolutely look to do 



that. To the outside world, it may look like, there’s not a lot of evidence of as doing, M&A, but 

that’s where we very actively look at everything we can, that we have a broad funnel. But we’re 

very critical and we’re very mindful that, it’s a difficult thing to make work. And we have 

experience of making it work really, really well with the Cirrus’ acquisition of Wolfson. And so 

we have a good idea of what some of the key ingredients are to make for really successful 

acquisitions we have applied – we have net growth and value. And we’re very eager to find 

opportunities like that, but the huge number of them around. But when we – as soon as we find 

one, we’ll be active. 

 

<<Matt Ramsay, Analyst, Cowen and Company, LLC>> 

 

Thank you very much guys for sharing a few thoughts and it sounds like somebody tiding times 

to come. But I appreciate everybody’s attendance and I think I will be signing off for now. 

Thank you. 

 

<<Thurman K. Case, Vice President-Finance and Chief Financial Officer>> 

 

Thank you. 

 

<<John Forsyth, Chief Strategy Officer>> 

 

Thanks a lot, Matt. 


