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Company Description: 
Motorola Solutions spun out from the cellular business in 2011. Since then, the company has developed a strong platform consisting of Land, 
Mobile, Radio (“LMR”), Command Center Software, and Video. MSI has grown a strong presence in domestic and international markets and today 
has 75% of its revenue derived from public safety and 25% from the enterprise market. 
 
 
 
Highlights:  
The stock has rightly reached new valuation levels as the durability of the business in an uncertain macro environment warrants a premium. 
However, we would note that execution becomes increasingly important as multiples expand and we are monitoring backlog trends to get a 
sense of how above-trend Product (PSI) growth might normalize. Backlog is a key indicator of this, in our view, and we did see PSI backlog decline 
as shipments improved; however, orders are at record levels across all three segments and backlog expectations ticked up for FY ‘24. All of this 
points to a soft landing at present, and the initial color on FY ‘25 suggests a return to the mid-single-digit growth compounding of years prior. 
Cash generation has been particularly strong, and the capital structure is very healthy, meaning incremental capital deployment is likely the next 
significant lever to create shareholder value and we view this as a core competency of MSI’s best-in-class leadership team. 
 
Bull Case: 

• Strong Future Growth – It appears that fiscal 2025 budgets across 29 states and 19 of the largest cities in the U.S. support our bullish 
view on the business. Fiscal 2025 city budgets are projected to increase +7.0% Y/Y (Police +5.2%, Fire +5.7%) while State budgets are 
up +3.0% Y/Y (Police/Public Safety +5.5%). Also, there’s traditionally been a 1-2 point upward drift on these numbers from the start to 
the finish of any fiscal year. We estimate that US State and Local budgets account for 40% of Motorola Solutions’ sales.  

• Lots of Opportunities in LMR - In recent years, they’ve worked hard to add other new offerings including Cyber protection and LMR 
network monitoring for LMR customers. The great thing about these services – they have very high margins. The company conveys 
these services via its NOCs. There’s very little incremental cost for MSI as they onboard new customers. Further, penetration rates for 
these services are still quite low. They only started offering LMR network cyber protection three years ago. Lastly, there’s a recognition 
that many of the people employed by state and local governments to run and operate LMR networks are aging out. Enhanced Service 
levels offer customers the ability to continue running these networks by relying more heavily on Motorola Solutions. We think 
investors don’t fully appreciate this opportunity for the company. 

• Great Capital Allocation History – To describe the company’s capital allocation policy, let’s take a direct quote from the CEO: ”We 
have bought back $16B in stock at an average price under $70, reducing the float by half. We have done close to 40 acquisitions, the 
majority of which we have gotten overwhelmingly right. We have increased the dividend by double digits for 11 years. But I know: No 
one cares what you did yesterday. Let’s get back to work.” 

• Utilizing AI in the LMR Space - AI is key to bridging the gap between public safety and enterprise security. Typically public safety gets 
involved in an incident via a 911 call, but MSI has been working to grow solutions to expand the lanes of information beyond just the 
call. Management highlighted that through both their hardware and software ecosystem across radio, video, and command center 
they have been working to democratize and expand the lanes of critical information available to key players in the life cycle of an 
incident. AI is key to these efforts as management remarked that incident management depends on having a large pool of data that 
can be brought to the surface in the moment of need. On the enterprise security side, the majority of customers do not have a 
dedicated security center. Management highlighted that AI solutions can allow these customers to focus attention and democratize 
security alerts beyond just a few players. Management brought up that usually in a school, it's the system administrator who gets the 
first notification of a security incident, but now with the company's Rave application and its panic button and PSAP communication 
abilities, it democratizes security, potentially shortening the time between the incident and first responder arrival. 

 
Bear Case: 

• Government Austerity - The newly created Department of Government Efficiency (DOGE) has become a marginal concern given 
Motorola Solutions’ heavy focus on the public sector, but we note that most of this is focused on State/Local. Fed is ~$900M, or less 
than 10% of total revenue and we find it unlikely that a Trump administration would focus on cutting spending related to Public Safety. 

• Dependence on Backlog - Backlog is another focus area for investors given the continuous growth and concern over sustainability, but 
management remains confident in backlog growth for the future.  

• The Company Has Missed Out on an Opportunity Before - In hindsight, Motorola missed a big opportunity to leverage its LMR 
incumbency to keep Axon from evolving beyond TASERs. On the flip side, there would have been an opportunity cost associated with 
chasing that market. During that time, Motorola began its pivot into fixed video, acquiring Avigilon in 2018 followed by a long list of 
technology tuck-ins – now representing almost 20% of sales. Fixed video represents a much higher portion (almost 90%) of their overall 
$26B Video TAM. 

• Valuation – Though the heightened valuation may be warranted, it remains high relative to its history.  
 

Overall Thesis:  
We remain Overweight on MSI as we expect continued public safety and enterprise security demand, as well as easing supply chain, could drive 
further upside. The meeting reaffirmed our confidence in the sustainability of the video and software segments’ growth, the strength of demand 
drivers across the business, and how adroitly management is using its technology stack to provide a flywheel of opportunities across the business. 
 

Name Ticker Yield Growth D + G
Motorola Solutions, Inc. MSI 0.54% 10.00% 10.54%



 
 

For Advisor Use Only 

Disclosures 
 
Past performance is not indicative of future results. This information is for illustrative purposes only. Investing involves risk including the potential 
loss of principal. This material is not financial advice or an offer to sell any product. The actual characteristics with respect to any particular client 
account will vary based on a number of factors including but not limited to: (i) the size of the account; (ii) investment restrictions applicable to the 
account, if any; and (iii) market exigencies at the time of investment. Aptus Capital Advisors, Inc. reserves the right to modify its current investment 
strategies and techniques based on changing market dynamics or client needs. Forward looking statements cannot be guaranteed. This is not a 
recommendation to buy or sell a particular security. There is no assurance that any securities discussed herein will remain in an account's portfolio 
at the time you receive this report or that securities sold have not been repurchased. The securities discussed may not represent an account's 
entire portfolio and in the aggregate may represent only a small percentage of an account's portfolio holdings. It should not be assumed that any 
of the securities transactions, holdings or sectors discussed were or will prove to be profitable, or that the investment recommendations or 
decisions we make in the future will be profitable or will equal the investment performance of the securities discussed herein. A complete list of 
holdings is available upon request. Information was obtained from third party sources which we believe to be reliable but are not guaranteed as 
to their accuracy or completeness. 
 
This commentary offers generalized research, not personalized investment advice. It is for informational purposes only and does not constitute a 
complete description of our investment services or performance. Nothing in this commentary should be interpreted to state or imply that past 
results are an indication of future investment returns. All investments involve risk and unless otherwise stated, are not guaranteed. Be sure to 
consult with an investment & tax professional before implementing any investment strategy. Investing involves risk. Principal loss is possible. 

This content or when a page is marked “Advisor Use Only” or “For Institutional Use”, the content is only intended for financial advisors, consultants, 
or existing and prospective institutional investors of Aptus. These materials have not been written or approved for a retail audience or use in mind 
and should not be distributed to retail investors.  Any distribution to retail investors by a registered investment adviser may violate the new 
Marketing Rule under the Investment Advisers Act.  If you choose to utilize or cite material we recommend the citation, be presented in context, 
with similar footnotes in the material and appropriate sourcing to Aptus and/or any other author or source references. This is notwithstanding 
any considerations or customizations with regards to your operations, based on your own compliance process, and compliance review with the 
marketing rule effective November 4, 2022. 

Advisory services are offered through Aptus Capital Advisors, LLC, a Registered Investment Adviser registered with the Securities and Exchange 
Commission. Registration does not imply a certain level or skill or training. More information about the advisor, its investment strategies and 
objectives, is included in the firm’s Form ADV Part 2, which can be obtained, at no charge, by calling (251) 517-7198. Aptus Capital Advisors, LLC 
is headquartered in Fairhope, Alabama. ACA-2501-31. 
 
 
  


