
Cypress Semiconductor Corporation and SunPower Corporation 

 

I published this business school case to provides a means to illustrate enterprise valuation analysis 

questions such as: 1) Given a stock price, what is the implied value attributable to the operating 

business? 2) Given a valuation multiple for an operating business, what is the implied target stock price? 

In addition, the case 1) illustrates how arbitrage acts to enforce the law of one price and keep markets 

efficient 2) provides a model case to understand why stocks can become mispriced 3) shows application 

of a "stub" valuation analysis 4) provides an illustration of a common hedge fund strategy (long/short 

equity) 5) show how to calculate margin requirements for a portfolio containing both long and short 

positions 6) illustrates the effects of leverage and capital requirements on investment returns 7) 

provides an example framework to calculate risk in a complex investment position. 

Learning Objective 

This case study illustrates several important concepts: How arbitrage acts to enforce the law of one 

price and keep markets efficient - and areas in which the law falls short and provides opportunities for 

arbitrageurs; Provides a model case to understand why stocks can become mispriced; Use of, and 

illustrating the importance of, an Enterprise Value approach for business valuation; Application of a 

"stub" valuation analysis for Cypress; Provides an excellent illustration of a common hedge fund strategy 

(long/short equity); Analysis of a long/short Cypress/SunPower arbitrage position; Calculating return on 

investment for a portfolio containing both long and short positions; Calculating margin requirements for 

a portfolio containing both long and short positions; Illustrates the effects of leverage and capital 

requirements on investment returns; Balance sheet analysis involving consolidated financial statements; 

Illustrates the dynamic challenge of calculating the implied value of an asset or business as the value of 

other assets owned changes with market fluctuations; Provides an example framework to calculate risk 

in a complex investment position; Short positions require the ability to borrow stock; Short positions 

have buy-in risk; Shows the economic impact of tax policy. 

This case is available from Harvard Business Publishing, a subsidiary of Harvard University reporting into 

Harvard Business School.  You may purchase a copy of the case here: 

https://www.hbsp.harvard.edu/product/909N16-PDF-ENG 

The first page of the case is shown on the following page. 

 

Marty Dirks 

Investment Strategy & Analysis 

268 Bush Street, # 3631 

San Francisco, California 94104 

InvestmentStrategyAnalysis@gmail.com 

https://isacm.com 

415-845-7829 
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XYZ[\W]̂_\̂ \̀WaWbZ]cWàdWêfWb\\dWgc\_Wb̂hWaWdaeiWWj\akcWgc\_WĝWahlZgham\WàdWgc\eWkàW\agWb̂hWnZb\ioW
pqahh\̀Wrfbb\gW

W
s̀WtuhZnWvwxWyzz{xW|ahgeW}Zh~]Wk̂ g̀\_unag\dWgc\WbZ̀àkZanW]gag\_\̀g]ŴbW�euh\]]W�\_Zk̂ d̀fkĝhW
�̂hûhagẐ̀ W��euh\]]�WàdW�f̀�̂�\hW�̂hûhagẐ̀ W��f̀�̂�\h�W�]\\W��cZlZgWv�iWWra]\dŴ Ẁgc\W\�u\kg\dW
n̂̀ mpg\h_WZ̀kh\a]\]WZ̀W\̀\hmeWuhZk\]WàdWk̂ k̀\h̀]Wal̂fgW�i�iWd\u\̀d\̀k\Ŵ ẀûnZgZkanneWf̀]galn\ŴhW
f̀bhZ\̀dneWk̂f̀ghZ\]Wb̂hWgc\WZ_ûhgŴbŴZnxW]̂nahW\̀\hmeWbZh_]xW]fkcWa]W�f̀�̂�\hxW]\\_\dWĝWca[\WaWlhZmcgW
lf]Z̀\]]Ŵfgn̂̂ ~iW
W
jcagWdaexW�euh\]]Wà`̂f̀k\dWZgWh\k\Z[\dWaWba[̂haln\WhfnZ̀mWbĥ_Wgc\W���W�ZgcWh\]u\kgWĝWaWûg\̀gZanWga�p
bh\\WdZ]ghZlfgẐ̀ ŴbWZg]W�f̀�̂�\hWk̂__̂ Ẁ]cah\]iWWjcZ]Wk̂fndW_\àWgcagW�euh\]]W�̂fndWdZ]ghZlfg\WZg]W
�f̀�̂�\hW]cah\]WĝWZg]W]cah\ĉnd\h]WZ̀WaWga�pbh\\Wghà]akgẐ̀ iWWjcZ]W]ĉfndW\nZ_Z̀ag\WàeWga�ph\nag\dW
dZ]k̂f̀gWgcagWZ̀[\]ĝh]W_ZmcgWagghZlfg\WĝW�euh\]]�Ŵ�̀\h]cZuŴbW�f̀�̂�\hiWW}Zh~]W�̂ d̀\h\dWZbWgcagW_ZmcgW
kh\ag\W]̂_\W_Z]uhZkZ̀mŴuûhgf̀ZgeiW
W
}Zh~]WcadWl\\̀WaWn̂̀ m�]ĉhgW\�fZgeWàane]gŴhWûhgb̂nẐW_àam\hWb̂hW_àeWe\ah]WàdW�a]Ẁ̂ �WZ̀[\]gZ̀mWcZ]W
�̂̀WkauZganiWW�\WnZ~\dWĝW_aZ̀gaZ̀WcZ]Ẁ\gWn̂̀ mW\�û]fh\WagWyzWĝW�zWu\hWk\̀gŴbW\�fZgexWangĉfmcWagWgcZ]WgZ_\W
cZ]Wûhgb̂nẐW�a]W�zWu\hWk\̀gWn̂̀ mWàdWyzWu\hWk\̀gW]ĉhgxW�ZgcWaẀ\gWn̂̀ mW\�û]fh\ŴbW�zWu\hWk\̀giW
W
W
��
��������������������������
�����
W
�euh\]]W�\_Zk̂ d̀fkĝhWd\]Zm̀]WàdW_àfbakgfh\]Wuĥmha__aln\W]e]g\_p̂̀ pkcZuW���̂��Wuĥdfkg]xW
kauakZgZ[\W]\̀]Z̀mWàdWĝfkc]kh\\̀W]̂nfgẐ̀ ]xWf̀Z[\h]anW]\hZanWlf]W���r�Wk̂ g̀ĥnn\h]xW�Zh\n\]]W��rxW�e�ZW
n̂�pû�\hWhadẐWbh\�f\̀kexWuĥmha__aln\Wkn̂k~]xWlfbb\h]WàdŴgc\hW]\_Zk̂ d̀fkĝhWd\[Zk\]iW


