
 
 

 
ANALYST QUICK NOTES 
New products, M&A announcements, management shakeups, earnings surprises. Whatever the news, 
you want to know what Argus thinks. Our Quick Notes fill this need by providing real-time analysis of 
current news about Argus-covered companies or other market-moving events. Please check back 
regularly for new Quick Notes. Important disclaimer information is on the last page of this document. 
 

 
Netflix Inc. (NGS: NFLX: HOLD) 
Target Price: NA 
Joe Bonner, CFA 
4/15/2015 
 
Netflix reports first-quarter results on April 15 after market close. 

 We see the key driver for Netflix in the first quarter as subscriber growth with a small tailwind 
from last May’s price increase.   

 Domestic paid streaming members are growing at a double digit rate but slowing as the U.S. 
market becomes fully penetrated and with the advent of new competitors. 

o We will be looking for Netflix to expand domestic streaming profitability (contribution 
margin) to its forecast 30% or more in 1Q15 

 International paid streaming members grew 73% in 4Q14 and we will probably see flat to maybe 
a little slower but still strong growth in 1Q15.  

o International expansion may just reaccelerate in 2Q since the company launched in 
Australia and New Zealand in late March. 

 Consensus is calling for GAAP EPS of $0.64 off of revenue of $1.57 billion or a 26% decline in EPS 
off of 24% revenue growth in the first quarter.  

 Netflix is again approaching its all time highs made in September, 2014 and February, 2015 and 
it looks like the market is pricing in a stellar quarter. 

 
 
 
 
 
 
 
 
 
 
 
 



Micron Technology Inc. (NGS: MU: BUY) 
Target Price: $41 
Jim Kelleher, CFA 
4/15/2015 
 
Micron implications of Intel report, guidance 
 
Thesis: 

 We have a positive take on Intel’s results as it relates to memory demand 

 Client (PC) in controlled descent, while Data Center (up 19%) is soaring 

 take advantage of 20% YTD decline to build position in value play 
 
What happened: Intel overnight 

 INTC reports in line with lowered guidance; guides for sequential topline growth, albeit slightly 
below consensus 

 MU moved up 1.5% in after-hours on positive read-through of INTC 

 INTC: Client compute (PC & mobile) down 8% y/y; PCs slip 5%-6%, while mobile falls harder in 
3G to 4G transition 

 Data center group up 19%, enabling CSPs and data farms 

 CFO Stacy Smith called out DCG and memory as growth drivers 
 
Intel look-ahead 

 INTC guides for revenue of $13.2 billion (midpoint), which would be up 3% q/q but down about 
4.5% y/y 

 For full year, INTC guides for revenue to be flat with $55.7 billion in 2014 

 This guidance, which is usually pretty reliable, signals confidence in back-half recovery as  
o DCG continues strong 
o PC stable 
o Mobility starts to grow 

 
Micron read-through 

 Micron provides both DRAM (fixed and mobile) and NAND 

 Well positioned in server market where growth is about 20% y/y as cloud infrastructure takes 
over from on-premises IT 

 Any weakness in PCs results from ascendancy of smart/tablet market, which MU serves with 
both NAND and mobile DRAM 

 Despite challenges, the PC industry will still run at about 300 million machines annually in 2015 
and going forward. 

 
Micron performance 

 MU is coming off recent (4/2/15) results report for 2Q15, in which revenue up 1% and EPS down 
5% 

 Micron still in growth mode despite  
o product ramp timing (20 nm DRAM, 3D NAND) 
o Samsung competition hitting price 

 MU attractive on earnings & cash-flow growth and valuation 
 



  
The Blackstone Group (NYSE: BX: BUY) 
Target Price: $43 
Stephen Biggar 
4/15/2015 
 
Investment Thesis 

 Reports 1Q15 earnings before market open on Thursday, April 16  
o We expect ENI of $0.96 per share. 
o Current consensus has risen $0.05 in the last 7 days to $1.01. 
o BX has substantially beaten ENI estimates in three of the last four quarters.  
o Our 2015 ENI estimate is $3.76, equal to consensus.  

 Along with Wells Fargo, BX signed agreement last week to purchase GE Capital Real Estate for 
$23 billion, with BX buying:  

o Office properties in southern CA, Seattle and Chicago through BREP VIII real estate fund 
for $3.3 billion.  

o European real estate assets through BREP Europe IV fund for €1.9 billion.  
o First mortgage loans in Mexico through BREDS real estate debt fund for $4.2 billion.  
o First mortgage commercial loans through Blackstone mortgage REIT for $4.6 billion.  
o Wells buying remaining $9 billion first mortgage commercial loans.  
o BX’s real estate assets have grown from 150% since 2010 to $80 billion, and real estate 

is now over half of net income, so this is a long run strategic move. 
o Deal to close in second and third quarters, and we believe makes good use of $42.5 

billion of assets not invested (at December 31, 2014).  

 On Q1 call, expect to hear update on deployment of new capital in a second energy fund, 
following 4Q comments of mispriced assets in energy. 

 BX story remains one of strong earnings momentum with carry eligible AUM at $205 billion and 
$150 billion paying carry.   

 Private equity sales, re-financings and public market exits to maintain cash distribution 
momentum.  

 Upcoming spin-off of financial advisory business will reduce in-house conflicts, including 
distressed debt investing, and allow additional investments. 

o BX will hold 65% of spun-off entity.  

 Current stock price and our $2.40 distribution estimate for 2015 implies yield of 6.0%.  

 We think consensus has been conservative on cash distribution estimates. 

 Operating margins of 53% and ROE in high 20% range enables valuation expansion. 

 Shares near 52-week high. See momentum continuing on expectations for continued strong 
investment monetization and elevated cash distributions.   

 
 
 
 
 
 
 
 
 



 

 
DISCLAIMER 
This Note reflects the current thinking of an Argus analyst anticipating or responding to corporate 
earnings reports or other news relevant to covered companies. This Note may be an initial, real-time 
response to developments that are expected to impact stocks under coverage; as such, it does not 
imply that the information in it is correct as of any time after its preparation or that there has been no 
change in the business, financial condition, prospects, creditworthiness or status of a covered 
company. The views or opinions expressed in this Note are subject to change pending further analysis. 
This Note is produced and copyrighted by Argus, and any unauthorized use, duplication, redistribution 
or disclosure is prohibited by law and can result in prosecution. The opinions and information 
contained herein have been obtained or derived from sources believed to be reliable, but Argus 
makes no representation as to their timeliness, accuracy or completeness or for their fitness for any 
particular purpose. This Note is not an offer to sell or a solicitation of an offer to buy any security. The 
information presented in this Note is for general information only and does not specifically address 
individual investment objectives, financial situations or the particular needs of any specific person 
who may receive this Note. Investing in any security or investment strategies discussed may not be 
suitable for you and it is recommended that you consult an independent investment advisor. Nothing 
in this Note constitutes individual investment, legal or tax advice. Argus may issue or may have issued 
other reports that are inconsistent with or may reach different conclusions and opinions than those 
represented in this Note, and all opinions are reflective of judgments made on the original date of 
publication. Those reports may reflect the different assumptions, views and analytical methods of the 
analysts who prepared them and Argus is under no obligation to ensure that other reports are 
brought to the attention of any recipient of this Note or to update or keep current the information 
contained in other reports so that such information is consistent with, or not contrary to, the 
information contained in this Note. Argus Research is an independent investment research provider 
and is not a member of the FINRA or the SIPC. Argus Research is not a registered broker dealer and 
does not have investment banking operations. None of our research is attributable to Argus Investors’ 
Counsel, a registered investment adviser and the asset management arm of Argus Research. Argus 
shall accept no liability for any loss arising from the use of this report, nor shall Argus treat all 
recipients of this report as customers simply by virtue of their receipt of this material. Investments 
involve risk and an investor may incur either profits or losses. Past performance should not be taken 
as an indication or guarantee of future performance. Argus has provided independent research since 
1934. Argus officers, employees, agents and/or affiliates may have positions in stocks discussed in this 
report. No Argus officers, employees, agents and/or affiliates may serve as officers or directors of 
covered companies, or may own more than one percent of a covered company’s stock. 
 

 


