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DSP Group, Inc. (DSPG–$22.29)
Rating: Buy
Target: $25
We expect the company to report 12/21/04 backlog approaching the $42 million level of the prior
year and well above the $29 million level the year before that. On this basis, we regard our forecast
for 1Q05 earnings of $0.06 per share on revenue of $32.0 million with a positive bias. We expect
4Q04 EPS to be reported in line with our adjusted/GAAP estimates of $0.06/($0.03)on sales of
$26.0 million.
At CES the company appeared to be busy engaging customers with new products for video,
cordless over WiFi, and cordless for VoIP applications in general, although the residentia l VoIP
market is still two to three orders of magnitude smaller than the PSTN market. In addition to the
telephony activity, the company appears to be expanding its digital voice recorder offering to
address higher- volume consumer applications for music storage. We regard this as a "wild card" to
be monitored as a potential source of incremental revenue in the back half of the year. Although
growth in Europe (digital European cordless telephone—DECT), improving domestic channel
conditions and investment in R&D (VoIP, cordless over WiFi and video), as well as sales and
marketing to new networking-oriented customers that come with VoIP and WiFi, are the central
elements of DSP Group’s fundamentals these days, the addition of a growth- market wild card is
encouraging—something we have not seen for a while from DSP Group.
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Key: FBW Rating - Target
FBW has assigned a rating to DSPG for more than three years.
Source: FactSet Data Systems and FBW
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This report does not constitute an offer to sell or the solicitation of an offer to buy any security. The material
herein has been obtained from sources believed to be reliable but is not guaranteed as to accuracy or
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in the securities mentioned in this report. The information and opinions contained in this report are subject to
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