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Symbol Technologies, Inc.  
(SBL:NYSE) Underperform 4 
 
Symbol Technologies, Inc. (www.symbol.com), headquartered in Holtsville, New 
York, is one of the world`s leading manufacturers of mobile data transaction and 
wireless information systems, including wireless local area networks, wide area 
networks, handheld computers, and bar code scanners. 

SBL Reports Strong 3Q Revenue Growth; EPS Picture Mixed 
 
♦ Tuesday, Symbol reported strong 3Q04 top-line results, but an earnings 

picture that was clouded by a number of one-time events.  The company 
endorsed pro forma EPS of $0.14 (consensus estimate of $0.11), but some 
of the favorable items included in operating results (litigation cost reversal, 
severance reversal) are questionable, in our opinion.  Excluding these 
items, we calculate 3Q04 EPS of $0.08.  

♦ There was no disputing the company’s top-line performance, as revenues 
increased 17.4% to $442.7 million, slightly exceeding the consensus of 
$441 million and representing the fifth consecutive quarter of sequential 
revenue growth.  Product revenue increased 19.0% year-over-year to 
$367.4 million based largely on strength of the MC9000 rugged mobile 
computer (10% of the company's total product sales).  Service revenues 
increased 10.2% year-over-year but were down slightly from 2Q04. 

♦ New products (introduced since 2003) are the key force driving the 
company’s growth, accounting for fully 44% of total product sales in the 
quarter.  In addition to the MC9000, Symbol’s new wireless products also 
contributed to strong growth.  Going forward, management anticipates its 
new enterprise digital assistant product family to being a strong contributor 
to growth. 

♦ Symbol issued 4Q04 guidance that is basically in-line with preexisting 
consensus estimates.  Management expects revenue in the range of $445 
million to $450 million (consensus of $448 million) and EPS of $0.09 to 
$0.10, including a $0.05 negative impact from interest expense and 
expected dilution from an equity stock offering.  We are reducing our 4Q04 
EPS estimate from $0.13 to $0.09 to reflect acquisition and financing costs, 
and we are lowering our 2005 EPS estimate from $0.62 to $0.58 to reflect 
increased dilution from the Matrics acquisition and the above-mentioned 
equity offering. 

♦ Despite strong results in recent quarters, we continue to believe that Symbol 
will lag the performance of its peer group given a number of long-term 
competitive issues, including shrinking IP licensing revenue, lack of a 
meaningful competitive advantage in imaging, and large exposure to the 
retail end market.  With the stock already trading at a premium multiple (22x 
consensus 2005 EPS of $0.67) and estimates likely to move lower, we 
expect the stock to Underperform the group over the next 12-18 months. 

 
EPS Q1 Q2 Q3 Q4 Full 

FY= Dec Mar Jun Sep Dec Year 
 2003A $0.08 $0.04 $0.05 $0.07 $0.24 
Old 2004E 0.08A 0.12A 0.12 0.13 0.45 
New 2004E 0.08A 0.12A 0.14A 0.09 0.43 
Old 2005E 0.14 0.14 0.16 0.18 0.62 
New 2005E 0.13 0.13 0.15 0.17 0.58 
Rows may not add due to rounding.  2003 results have been restated.  

Please read disclosure/risk information on page 3 and Analyst Certification on page 4. 
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Current Price 
(10/28/04/9:35 a.m.) $14.75 
Projected 12-Month Target Price: 

 NM 
 
52-Week Range $19.37-$11.30 
Dividend/Yield $0.02/0.1% 
Book Value (09/04) $4.23 
Suitability Not Meaningful 
 
Shares Out. (mil.) 244.2 
Market Cap. (mil.) $3602.0 
Avg. Daily Vol. (10 day) 1,374,140 
 
Proj. 3-Yr EPS Growth Rate 15% 
ROE 9% 
Long-Term Debt/Cap $342/25% 
 
P/E Ratios 
2004E 34.3x 
2005E 25.4x 
 
Operating Margins 
   
2003A  6.4% 
2004E  8.6% 
2005E  12.0% 
 
Revenues (mil.) 
 Old New 
2003A $1,530 $1,530 
2004E $1,724 $1,740 
2005E $1,868 $1,868 
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Important Investor Disclosures 
Stock Ratings: The common stock of Symbol Technologies, Inc. currently has an Underperform rating. Within our four-
tiered rating system, Strong Buy (SB1) means that the stock is expected to appreciate and produce a total return of at 
least 15% and outperform the S&P 500 over the next six months; for higher-yielding and more conservative equities, 
such as REITs and certain MLPs, a total return of at least 15% is expected to be realized over the next 12 months. 
Outperform (MO2) means the stock is expected to appreciate and outperform the S&P 500 over the next 12 months; for 
higher-yielding and more conservative equities, such as REITs and certain MLPs, an Outperform rating is used for 
securities where we are comfortable with the relative safety of the dividend and expect a total return modestly exceeding 
the dividend yield over the next 12 months. Market Perform (MP3) means the stock is expected to perform generally in 
line with the S&P 500 over the next 12 months and is potentially a source of funds for more highly rated securities; and 
Underperform (MU4) means the stock is expected to underperform the S&P 500 or its sector over the next six to 12 
months and should be sold. 

Out of approximately 569 stocks in the Raymond James coverage universe, 53% have Strong Buy or Outperform ratings 
(Buy), 39% are rated Market Perform (Hold) and 9% are rated Underperform (Sell). Within those rating categories, 33% 
of the Strong Buy or Outperform (Buy) rated companies either currently are or have been Raymond James Investment 
Banking clients within the past three years; 20% of the Market Perform (Hold) rated companies are or have been clients 
and 22% of the Underperform (Sell) rated companies are or have been clients. 

Analyst Holdings and Compensation: Equity analysts and their staffs at Raymond James are compensated based on 
a salary and bonus system.  Several factors enter into the bonus determination including quality and performance of 
research product, the analyst's success in rating stocks versus an industry index, and support effectiveness to trading 
and the retail and institutional sales forces.  Other factors may include but are not limited to: overall ratings from internal 
(other than investment banking) or external parties and the general productivity and revenue generated in covered 
stocks.  

Raymond James Relationships: RJA expects to receive or intends to seek compensation for investment banking 
services from the subject companies in the next three months. 

 
 
Target Prices: The information below indicates our target price and rating changes for SBL stock over the past three 
years. 

Price Rating Change Target Price Change
Coverage Suspended Target Price and Rating Change Split Adjustment
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Symbol Technologies, Inc. (SBL) 3 yr. Stock PerformanceSymbol Technologies, Inc. (SBL) 3 yr. Stock Performance

Date: 10/26/04

MP NM
MU NM

Analyst Recommendations & 12 Month Price Objective
SB:   Strong Buy           NA:   Not Applicable
MO:   Outperform           NM:   Not Meaningful
MP:   Market Perform       UR:   Under Review
MU:   Underperform         
NR:   Not Rated            

As of 01/24/00 only stocks rated Strong Buy
or Outperform have target prices assigned.
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Specific Investment Risks Related to the Industry or Issuer 

Mobile Data equipment sales are generally tied to IT spending, and sales were hurt by cutbacks in corporate and 
government spending in 2000-2002.  Sales have since improved, but growth will still be hampered if IT spending remains 
cautious.  In addition, key customer types in the U.S. such as retail, logistics and manufacturing are maturing markets 
and, as a result, overall Mobile Data industry growth rates have slowed.  In order to maintain double-digit growth, the 
industry will have to expand into newer, less developed market sectors and/or into foreign markets.  Overseas growth, in 
particular, poses risks of foreign currency fluctuation, political instabilities and perhaps greater economic cyclicality. 

 

 

Complete Risk and Disclosure information, as well as more information on the Raymond James rating system 
and suitability categories, is available at www.rjcapitalmarkets.com/SearchForDisclosures_main.asp. Copies of 
research can be obtained by contacting any Raymond James & Associates or Raymond James Financial 
Services office (please see www.rjf.com for office locations) or by calling (727) 567-1000 or sending a written 
request to the Equity Research Library, Raymond James & Associates, Inc., Tower 3, 6th Floor, 880 Carillon 
Parkway, St. Petersburg, FL  33716. 

 

Investors should consider this report as only a single factor in making their investment decision. 

The views expressed in this report accurately reflect the personal views of the analyst(s) covering the subject 
securities. No part of said person's compensation was, is, or will be directly or indirectly related to the specific 
recommendations or views contained in this research report. 

Additional information is available on request. This document may not be reprinted without permission. 


