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Investment Thesis

Entegris’s critical role in semiconductor production will catalyze spread 
compression.

Source: N/A

Company supplies mission critical inputs to semiconductor 
production and is expanding footprint.

Unit-driven sales are increasing and improving the quality of their 
revenue.

Management has made a strong commitment to deleverage to <3.0x 
following acquisition.
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ENTG 5.95% 06/15/2030 Sr Unsecured Notes

Current Price $92.72

Current YTW 7.27%

Current OAS 351 bps

Target OAS 321 bps

Upside 30 bps

1-Year Total Return 8.22%
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Company Overview

Entegris supplies critical materials and components to the semiconductor 
industry.

Source: Entegris 10K and 10Q

o Acquired for $6B ($4.7B cash, $1.3B stock)
o Supplier of consumables for semiconductor 

producers, specifically CMP Pads and Slurries 
(critical components in semiconductor 
fabrication)

o Created the Advanced Planarization Solutions
segment following the acquisition
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• Founded in 1966
• 4400+ patents worldwide
• Supplier of products and systems that purify, 

protect, and transport critical materials
• Global infrastructure of design, manufacturing, 

logistics, distribution, service and technical support 
facilities

Key Facts:

Entegris recently acquired 
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Capital Structure & Bond Selection

We are recommending the Entegris 5.95% senior unsecured bond.

Source: Bloomberg

2022E

Capital Structure Net Leverage

1st Lien Secured Loans 1.7x

Secured Bonds 3.2x

Senior Unsecured Loans 3.4x

Senior Unsecured Bonds 5.1x

Bond selection: 
1. Highest coupon bond at 5.95%.
2. Highest yield to worst.
3. Most liquid senior unsecured bond.

Capital Structure Description Maturity Price Coupon Option-Adjusted Spread Yield to Worst Duration Amount ($000)

1st Lien Secured Loans

ENTG Rev 1L - - - - - - -

ENTG TL B 1L 7/6/2029 99.25$     6.81 - 7.08 - 2,495,000$          

Secured Bonds

ENTG 4 3/4 4/15/2029 90.03$     4.75 302 6.78 5.33 1,600,000$          

Senior Unsecured Loans

ENTG Bridge TL Guar 7/5/2023 100.50$  - - 7.07 - 205,000$              

Senior Unsecured Bonds

ENTG 4 3/8 4/15/2028 88.37$     4.38 323 7.07 4.64 400,000$              

ENTG 3 5/8 5/1/2029 81.75$     3.63 361 7.25 5.50 400,000$              

ENTG 5.95 6/15/2030 92.54$     5.95 351 7.27 5.77 895,000$              

Total 5,995,000$          
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Thesis #1: Critical supplier with a growing moat

The semiconductor fabrication process is becoming more reliant on 
Entegris’s products.

Source: https://www.apogeeweb.net/electron/semiconductor-manufacturing-steps-with-flow-charts.html and annual filings

• Entegris has been able to increase 
margins over the last 7 years as they 
develop critical partnerships with their 
customers.

• Pricing power will increase as they grow 
their moat.
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CMC acquisition will make producers more 
dependent on Entegris 

Entegris’s solution offering
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Thesis #2: Improving quality and resilience of revenue
Entegris’s acquisition of CMC increases unit-driven revenue, further 
insulating it from some of the industry cyclicality.

Source: McKinsey, FactSet, Annual Filings

• Historically high unit-based revenue 
• Addition of CMC products (100% recurrent) 

further increases the stickiness of the 
revenue

• Revenue dependent on global 
semiconductor demand, which is on track to 
be a $1T industry

• Switching costs are high for the customers
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Recurring Revenue

• Entegris’s revenue has been more resilient 
versus the broader semiconductor industry. 

• If there is significant economic downturn, 
revenues would likely hold up better.

Recurring revenues are sticky: Revenues are resilient: 
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• Paying down debt is the most important priority 
after R&D and Capex

• Targeting a net leverage of <3x 
• Drivers of reduction are EBITDA expansion and 

selectively paying down their bridge and term 
loan

• Dividends to continue, share buybacks on hold
• Large scale acquisitions on hold, focus on value 

accretive consolidations

Thesis #3: Robust commitment to deleveraging

Management has made a strong commitment to deleverage and will 
prioritize this with capital allocation.

Source: Entegris Investor Presentations and FactSet

Hypothetical Paydown

2022 2023 2024 2025 2026

Net Leverage 5.1x 4.2x 3.7x 3.1x 2.4x

Int Coverage 3.5x 2.4x 2.7x 3.5x 4.6x

EBIT 653 768 837 999 1170

EBITDA 947 1097 1196 1303 1468

Stated commitment to pay down debt:

• Entegris acquired ATMI Inc for $1.15B 
in 2014

• Entegris has shown rapid deleveraging 
in past following a large acquisition

Track record of debt reduction:



• Base Case: Short term headwinds, EBITDA margins grow with CMC cost synergies, interest rates stay ~ 4% and 
debt is paid down steadily

• Bear Case: Demand stay lower for longer, EBITDA margins decline, interest rates jump to 6% and debt pay down 
is delayed due to liquidity

• Bull Case: Short term headwinds are less severe, EBITDA margins grow more than expected with CMC 
integration, interest rates stay at 4% and debt pay down is accelerated with excess cashflow

Valuation
Even in a down market they will be able to service their debt and pay down a 
portion of their debt

Base Case Bear Case Bull Case

$M FY 2022E FY 2023E FY 2024E FY 2022E FY 2023E FY 2024E FY 2022E FY 2023E FY 2024E

Revenue $3,264 $3,656 $3,985 $3,264 $3,428 $3,599 $3,264 $3,819 $4,163

Revenue Growth 42% 12% 9% 42% 5% 5% 42% 17% 9%

EBITDA $947 $1,097 $1,196 $947 $960 $972 $947 $1,184 $1,332

EBITDA Margin 29% 30% 30% 29% 28% 27% 29% 31% 32%

Interest Expense 187 325 307 187 363 345 187 318 292 

Cash Flow

Cash Flow from Operations 555 628 747 555 536 561 555 666 870 

Capex (490) (366) (399) (490) (274) (288) (490) (381) (416)

Balance Sheet

Cash & Equivalents 961 961 961 961 961 961 961 961 961 

LT Debt $5,790 $5,603 $5,333 $5,790 $5,604 $5,409 $5,790 $5,590 $5,215

Credit Metrics

Net Debt/EBITDA 5.1 4.2 3.7 5.1 4.7 4.5 5.1 3.9 3.1

Interest Coverage (EBIT/Interest) 3.5 2.4 2.7 3.5 2.0 2.1 3.5 2.6 3.3
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CURRENT PRICE: $92.54 Base Case Downside Case Upside Case

Spread Adjustment -30 bps +30 bps -50 bps

Price 94.41 91.12 95.55

1-Year Total Return 8.22% 5.25% 9.45%



Relative Value

Entegris has strong relative value compared to other semiconductor 
companies.

Source: Bloomberg

Company Maturity 
Date

Moody’s/S&P 
Rating

Yield to Worst Spread Net Leverage

Entegris 6/15/2030 Ba2/BB 7.27% 338 5.1x

Coherent 12/15/2029 B2/B+ 7.24% 359 5.8x

On 
Semiconductor

8/15/2030 Ba2/BB 6.26% 235 0.9x

Amkor 9/15/2027 B1/BB 6.52% 220 0.4x

Entegris is trading similar to other companies that have gone through a large transaction but is better 
positioned, as they pay down their debt they should trade tighter to other semiconductor companies.
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Macroeconomic Risk 
Semiconductor sales are highly correlated with macroeconomic trends
• Mitigation:

• In the long run semiconductors will be necessary to drive technological innovation 
specifically in computers and vehicles

1

Risks & Mitigants

HIGH

Political Risk
Entegris ceased selling to certain entities in China and wrote off $40-50M of revenue
• Mitigation:

• Chip manufacturers like Taiwan Semiconductor are moving more operations to the 
US and Entegris has a strong presence in North America

2
Medium

Technological irrelevance
Entegris may fail to keep up with innovations in the semi space and become irrelevant
Mitigation:

• Entegris’ products are heavily integrated with their customers process, even if they 
decided to move away from Entegris it would be costly and take a long time to 
overhaul their systems

3
Low
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Summary and Questions

Source: N/A

ENTG 5.95% 06/15/2030 Sr Unsecured Notes

Current Price $92.72

Current YTW 7.27%

Current OAS 351 bps

Target OAS 321 bps

Upside 30 bps

1-Year Total Return 8.22%
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Income Statement

Income Statement for Entegris
Dollars in Millions

FY2017 FY2018 FY 2019 FY 2020 FY 2021 Proj 2022 Proj 2023 Proj 2024 Proj 2025 Proj 2026

Revenue $1,342.5 $1,550.5 $1,591.1 $1,859.3 $2,298.9 $3,264.4 $3,656.2 $3,985.2 $4,343.9 $4,734.8

COGS $733.5 $830.7 $879.4 $1,009.6 $1,239.2 $1,795.4 $1,974.3 $2,112.2 $2,302.3 $2,462.1

Gross Profit $609.0 $719.8 $711.7 $849.7 $1,059.7 $1,469.0 $1,681.8 $1,873.1 $2,041.6 $2,272.7

Selling, General, Administrative (Non D&A) $158.0 $181.4 $209.8 $181.7 $202.1 $293.8 292.5 318.8 304.1 331.4

D&A $102.2 $127.3 $141.4 $136.5 $138.2 $293.8 329.1 358.7 304.1 298.3

R&D $107.0 $118.5 $121.1 $136.1 $167.6 $228.5 292.5 358.7 434.4 473.5

EBIT $241.8 $292.7 $239.4 $395.4 $551.8 $652.9 $767.8 $836.9 $999.1 $1,169.5

Interest Expense (net of amounts capitalized) 31.6 30.3 42.3 47.8 41.0 187.4 325.4 307.1 285.8 253.8

All Other Items (25.5) (8.0) 121.1 6.7 31.7 0.0 0.0 0.0 0.0 0.0

Pretax income 235.7 270.4 76.0 340.9 479.1 465.5 442.4 529.7 713.3 915.7

Income taxes (benefit) 99.7 13.7 63.2 59.3 69.9 83.8 79.6 95.4 128.4 164.8

Net income (all) $136.0 $256.7 $12.8 $281.6 $409.2 $381.7 $362.8 $434.4 $584.9 $750.9

EBITDA 344.0 419.9 380.8 531.9 690.0 946.7 1096.9 1195.6 1303.2 1467.8

Margin 26% 27% 24% 29% 30% 29% 30% 30% 30% 31%

Ratios & assumptions FY2017 FY2018 FY 2019 FY 2020 FY 2021 Proj 2022 Proj 2023 Proj 2024 Proj 2025 Proj 2026

Gross Profit 45.4% 46.4% 44.7% 45.7% 46.1% 45.0% 46.0% 47.0% 47.0% 48.0%

SG&A as a % of Revenue 11.8% 11.7% 13.2% 9.8% 8.8% 9.0% 8.0% 8.0% 7.0% 7.0%

R&D as a % of Revenue 8.0% 7.6% 7.6% 7.3% 7.3% 7.0% 8.0% 9.0% 10.0% 10.0%

Tax Rate 42.3% 5.1% 83.2% 17.4% 14.6% 18.0% 18.0% 18.0% 18.0% 18.0%

Projected Year Ending December 31
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Balance Sheet
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Balance Sheet for Entegris
Dollars in Millions

FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 Proj 2022 Proj 2023 Proj 2024 Proj 2025 Proj 2026

Cash & Short-Term Investments $625.4 $482.1 $351.9 $580.9 $402.6 $960.6 $960.6 $960.6 $960.6 $960.6

Accounts Receivable, net 183.4 222.1 234.4 264.4 347.4 444.3 497.6 542.4 591.3 644.5

Inventories 198.1 268.1 287.1 323.9 475.2 643.8 721.1 786.0 856.7 933.8

Other Current Assets 50.7 57.1 59.0 65.0 88.2 125.2 140.3 152.9 166.7 181.7

Total Current Assets: 1,057.6 1,029.4 932.4 1,234.2 1,313.4 2,174.0 2,319.6 2,441.9 2,575.2 2,720.6

PP&E 359.5 419.5 479.5 525.4 654.1 1,495.0 1,823.1 2,005.9 2,205.1 2,444.1

Other Assets 559.0 868.8 1,104.1 1,158.1 1,224.4 6,310.0 6,106.0 5,890.3 5,655.1 5,424.5

Total Assets: $1,976.1 $2,317.7 $2,516.0 $2,917.7 $3,191.9 $9,979.0 $10,248.7 $10,338.1 $10,435.5 $10,589.1

Accounts Payable $66.8 $93.1 $84.2 $81.6 $130.7 263.0 294.5 321.0 349.9 381.4

ST Debt & Curr Value of LT Debt 100.0 4.0 4.0 - - - - - - -

Other Current Short Term Liabilities 122.2 172.6 176.2 221.0 248.2 248.2 248.2 248.2 248.2 248.2

Total Current Liabilities: 289.0 269.7 264.4 302.6 378.9 511.2 542.7 569.2 598.1 629.6

Long-Term Debt 574.4 934.9 932.5 1,085.8 937.0 5,790.0 5,603.2 5,332.8 5,014.2 4,539.7

Long Term Lease Obligations 0.0 0.0 43.8 39.7 60.1 60.1 60.1 60.1 60.1 60.1

Other Long-Term Liabilities 117.8 101.1 109.5 110.1 102.0 465.0 465.0 465.0 465.0 465.0

Total Liabilities: 981.2 1,305.7 1,350.2 1,538.2 1,478.0 6,826.3 6,671.0 6,427.2 6,137.4 5,694.4

Paid In Capital 867.7 837.7 842.8 844.8 879.8 1,993.5 2,115.1 2,076.4 1,944.2 1,858.7

Retained Earnings 147.4 213.8 366.1 577.8 879.8 1,204.9 1,508.3 1,880.3 2,399.6 3,081.7

Other (22.1) (39.5) (43.1) (43.1) (45.7) (45.7) (45.7) (45.7) (45.7) (45.7)

Total Equity: 993.0 1,012.0 1,165.8 1,379.5 1,713.9 3,152.7 3,577.6 3,910.9 4,298.1 4,894.6

Total Liabilities and Equity: $1,976.1 $2,317.7 $2,516.0 $2,917.7 $3,191.9 $9,979.0 $10,248.7 $10,338.1 $10,435.5 $10,589.1

Ratios & assumptions Proj 2022 Proj 2023 Proj 2024 Proj 2025 Proj 2026

Inventory as % of COGS 49 52 53 51 54 49 49 49 49 49

Accounts Receivable as % of Sales 24 30 25 22 29 29 29 29 29 29

Other ST Assets as % of Sales 71 85 85 88 106 71 71 71 71 71

Accounts Payable as % of COGS 14 13 13 13 14 14 14 14 14 14

Projected Year Ending December 31



Cash Flow Statement
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Cash Flow Statement for Entegris
Dollars in Millions

FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 Proj 2022 Proj 2023 Proj 2024 Proj 2025 Proj 2026

Operating activities

Net income $85.1 $240.8 $254.9 $295.0 $409.1 $381.7 $362.8 $434.4 $584.9 $750.9

Depreciation 58.2 65.1 75.0 83.4 90.3 161.6 182.8 199.3 195.5 191.8

Amortization 44.0 62.2 66.4 53.1 47.9 132.2 146.2 159.4 108.6 106.5

(Increase) / decrease in working capital 40.2 (79.4) (43.1) (19.3) (196.7) (170.3) (114.1) (95.8) (104.4) (113.8)

Other Non Cash Adjustments 65.9 23.9 29.2 34.5 49.9 49.9 49.9 49.9 49.9 49.9

Cash Flow from Operating Activities: 293.4 312.6 382.3 446.7 400.5 555.1 627.7 747.2 834.4 985.2

Investing activities

Capital expenditures (93.6) (110.2) (112.4) (131.8) (210.6) (489.7) (365.6) (398.5) (434.4) (426.1)

Cash from Acquisitions and Divestitures (20.0) (380.7) (277.4) (111.9) (91.9) (4,424.9) 0.0 0.0 0.0 0.0

Other 1.1 4.9 3.9 0.3 4.5 0.0 0.0 0.0 0.0 0.0

Cash Flow from Investing Activities: (112.5) (485.9) (385.9) (243.3) (298.1) (4,914.6) (365.6) (398.5) (434.4) (426.1)

Free Cash Flow $199.8 $202.4 $269.9 $314.9 $189.8 $65.4 $262.1 $348.6 $400.0 $559.1

Financing activities

Net Issuance (Repayment) of long-term debt 90.0 266.2 (4.0) 149.0 (150.0) 4,990.0 (186.8) (270.4) (318.7) (474.4)

Cash Dividends Paid (9.9) (35.6) (40.6) (43.2) (43.5) (56.6) (59.4) (62.4) (65.5) (68.8)

Share Repurchase (28.0) (173.8) (80.3) (44.6) (67.1) 0.0 0.0 0.0 0.0 0.0

Stock Issuance 5.6 5.6 7.3 8.7 24.7 24.7 24.7 24.7 24.7 24.7

Other (30.4) (28.0) (9.2) (47.8) (40.6) (40.6) (40.6) (40.6) (40.6) (40.6)

Cash Flow from Financing Activities: 27.3 34.4 (126.8) 22.2 (276.5) 4,917.5 (262.1) (348.6) (400.0) (559.1)

Foreign Exchange 16.4 3.5 4.1 7.3 (2.3) 0.0 0.0 0.0 0.0 0.0

Net change in cash 219.0 (143.3) (130.2) 229.0 (178.3) 558.0 0.0 0.0 0.0 0.0

Ratios and Assumptions

CAPEX as a % of Sales (7.0%) (7.1%) (7.1%) (7.1%) (9.2%) (15.0%) (10.0%) (10.0%) (10.0%) (9.0%)

Depreciation as % of CAPEX (62.2%) (59.1%) (66.7%) (63.3%) (42.9%) (33.0%) (50.0%) (50.0%) (45.0%) (45.0%)

Amortization as a % of CAPEX (47.0%) (56.4%) (59.1%) (40.3%) (22.7%) (27.0%) (40.0%) (40.0%) (25.0%) (25.0%)

Projected Year Ending December 31



Total Addressable Market

Source: Entegris Investor Presentation
16



Management’s Plan

Management has made a very strong commitment to pay down debt

Source: Entegris Investor Presentations
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Levers for liquidity

Source: Entegris

1. Generally, they have cash on their balance sheet and they have 
already said they will carry lower cash levels if necessary

2. Planning to divest redundant assets acquired in the CMC deal, 
They already have a deal to sell CMC’s pipeline service.

3. They can lower Capex if necessary to deal with short term 
headwinds.
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Indenture Key Provisions

Source: Bloomberg

Term Description

Notes 5.95% Bonds due 06/15/2030 

Issuer Entegris Escrow Corporation

Principal Amount $895,000,000

Coupon Rate 5.95% paid semi-annually

Maturity Date June 15th 2030

Covenants 1. Change of Control
2. Limit of Indebtedness
3. Cross Default
4. Certain Sales of Assets
5. Merger Restrictions
6. Limitation on Sale-and-Leaseback
7. Limitation on Subsidiary Debt
8. Ratings Trigger

Events of Default a) Failure to make payments when due
b) Default in Other Agreements
c) Breach of Certain Covenants
d) Breach of representation
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Entegris’ Acquisition 

Source: FactSet

Acquiree Name Date
Transaction 

value
Details

Mykrolis Corporation
(Merger)

2005 Liquid filtration and gas purification technologies

ATMI, Inc 2014 $1.15 billion Advanced Materials

PSS 2018 $37 million Particle sizing instrumentation for liquid applications

SAES Pure Gas 2018 $355 million High-capacity gas purification systems

Flex Concepts 2018 $1.9 million Quick-turn custom configurations for bioprocessing

MPD Chemicals 2019 $165 million Organometallics and other fine chemicals

Hangzhou Anow 
Microfiltration

2019 $73 million Filtration manufacturing in Asia

Sinmat 2020 $75 million CMP slurries for SiC, GaN, C

GMTI and CRP 2020 $36 million Advanced process monitoring for CMP chemistries

BASF’s Precision 
Microchemicals 

business
2021 $90 million CMP slurries for SiC and high-purity cleaners for HDD

CMC Materials 2022 $5.7 billion CMP slurries and pads
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Industry is growing and competition is fragmented

Semiconductor market is growing

Source: McKinsey, FactSet, Annual 
Filings

Semiconductor market 
is estimated to grow, 
requiring more 
consumable and capex 
expenditure which are 
the two areas Entegris 
operates in.

Entegris will not have to 
compete with many 
competitors to gain 
market share as 
“specialized” providers 
in the semi space are 
fragmented

Firm Specialization Overlap

Teradyne Testing Low- Entegris does not 
have a lot of exposure in 
testing

Amkor Packaging & 
Testing

Some – Entegris provides 
packaging solutions but 
also offer chemical 
specific solutions

MKS Various Low – Focused far more 
on machinery and 
systems in contrast to 
the consumables
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Semiconductor Revenue

Source: Statista and FactSet

While there is variation Entegris Revenues have been more resilient 
vs. the broader industry
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Partnerships with fabs de-risk Entegris

Source: Bloomberg

TSMC says latest chip plant 
will cost around $20B

Intel’s $5.4 billion foundry 
acquisition hopes to catch 
its fabless chip rivals flat-
footed

Samsung Unveils $191B 
Semiconductor Fab 
Expansion in Texas
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Bond Holders

Source: Bloomberg
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Equity Holders

Source: Bloomberg
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CMC Company Overview

Source: Entegris Investor Presentation
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Entegris’s Maturity wall

Source: Bloomberg

Entegris’s Maturity wall is in 2029, enough time to pay down debt in the meantime
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Semiconductor Industry in 2008

Source: Bloomberg

Despite macro headwinds in 2008 
Entegris held up better vs, the broader 
industry and was able to rebound
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Rating Agency Metrics

Source: Bloomberg

Rating Agency Moody’s S&P

Rating Ba1 BB+

Outlook Negative Stable

12-18 month forward view Leverage 4.5x
FCF to debt 5.2%

Coverage 3.8x

Leverage 4x
FCF to debt 10% - 15% 
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CMC Deal Overview

Source: FactSet
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Semiconductor Capex Cycle

Source: Bloomberg, World Fab, IC Insights

Capex guidelines are currently being cut or delayed but growth should still occur 
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