
 
 
 
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. 
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 Stock indexes set records last week as 2Q earnings season kicked off. The rally tailed off a bit at 
week’s end, and geopolitical developments over the weekend may drag on stocks early this week. 
 The widely followed Dow Jones Industrial Average, composed of large-cap blue chips, rose 2% 
for the week and is now up 6.3% year-to-date. The broader, more diversified S&P 500 advanced 1.5% 
last week and is up 5.8% for the year. Small-caps, which are typically more volatile than large-caps, 
gained 2.4% last week and are up 6.1% year-to-date. 
 In other markets, U.S. 10-year Treasury bond yields remained near historical lows, at 1.59%; in 
the wake of the Brexit decision, we now expect the 10-year T-bond yield to remain below 2.0% into 
2017. Oil prices were steady, closing at $46.28 per barrel of West Texas Intermediate Crude (that’s not 
far from our forecast for an average price of $44 per barrel in 2016, versus $50 in 2015). Gold prices 
eased slightly as investors focused on equities; still the yellow metal is up 22% year-to-date, at $1337 
per ounce. The VIX ended the week at 12.67, near the bottom of the volatility index’s 36-month trading 
range of 11-22. 
 Moving around the globe, foreign stocks rallied sharply last week: the Dow Jones World ex-US 
Index jumped 3.6% and is now in the black for the year, with a 0.4%gain. Year-to-date, the Americas 
region has been the best performer, benefiting from a recovery in commodity and energy prices. Latin 
America, led by Brazil, is up 27%. Europe is down 5%, with Italy leading the way lower due to the 
problems in its banks. The Pacific Region is up 1.5%, led higher by Thailand, the Philippines and 
Australia, while Japan and China lag. On the global front, we favor hard-currency nations and natural 
resource markets, such as Canada and Australia. 
 Looking into the balance of 2016, we remain positive on stocks – we think bullish factors 
outweigh bearish factors at this juncture of the market and economic cycles. Our forecasts assume a 
stable domestic economy, with GDP growing on average 2.0% for the next 2-3 quarters; interest rates 
that remain near historically low levels; mid-single-digit EPS growth in 2H16 and strengthening global 
economies. We look for earnings and the markets to rebound in the second half, as the dollar and oil 
prices continue to stabilize.  
 Risks to our forecast include fallout from the Brexit vote, the potential for uneven economic 
growth in Europe and the BRIC nations, economic trends in China, oil price volatility and a low inflation 



environment that could turn deflationary. Valuations are supportive of equities. As noted above, bond 
prices have risen along with stock prices. On our valuation model, the S&P 500 is now about 10% below 
fair value. We note that a bear market has never begun with our fair value model indicating that stocks 
trade at a discount to bonds. 
 This week, the market will be focusing on the following factors: 
 *  2Q EPS. Earnings season kicks into high gear this week, as Industrial, Healthcare, Media and 
Technology companies report earnings. The consensus is calling for profits to decline 5%. We think the 
results may be closer to break-even. 
 *  The Republican National Convention begins Monday and Donald Trump will accept his 
nomination as the GOP choice for President on Thursday. Polls historically tighten after the convention. 
 *  Ongoing domestic and international terror and security threats, including shootings in 
Louisiana and the coup threat in Turkey. Defense companies should continue to benefit in this difficult 
environment. 
 Turning to individual stocks, our Director of Research Jim Kelleher recently adjusted the 
Portfolio Selector Focus List of timely analyst ideas. 
 The Director’s Choice this month is: Salesforce.com Inc. (NYSE: CRM). Salesforce is a cloud-based 
software-as-a-service customer relationship management (CRM) company. The company has expanded 
its offerings into the mobile, social networking and analytics areas. Salesforce.com is buying 
Demandware for approximately $2.8 billion, net of acquired cash. Demandware is a third-party 
enterprise cloud platform that enables digital retailers to deliver unified, personalized experiences to 
customers across multiple channels and devices. While expensive, the Demandware purchase should 
catapult Salesforce into the top tier of enterprise e-commerce. Salesforce has positioned itself at the 
center of converging enterprise cloud, analytics social networking and mobile technologies, and is well 
positioned to exploit the secular trend toward software-as-a-service cloud solutions. The company is 
rapidly innovating, taking market share in its core markets, and expanding internationally. 
We also added the following three stocks to the Focus List: 
* Cerner Corp. (NGS: CERN). Based in Kansas City, Missouri, Cerner develops, markets, installs and 
supports a range of healthcare information technology, healthcare devices, and content solutions. 
Although both revenue and new-order bookings fell short of expectations in 1Q16, management now 
projects stronger growth in new orders in the second half of 2016. For the longer term, Cerner has solid 
revenue opportunities in population health management, IT outsourcing, and electronic medical 
records. Although the CERN shares trade at premium valuations relative to peers, we believe they merit 
a premium valuation based on solid growth prospects, supported by favorable new-order trends and a 
rising backlog.  
* Chevron Corp. (NYSE: CVX). Chevron is the second-smallest of the world's five “super majors.” 
The company's operations include energy exploration & production, infrastructure & transmission, 
chemicals and refining and retail marketing. The company operates both domestically and worldwide. 
We believe Chevron is relatively well positioned in the current environment as it has completed work on 
a number of major projects, such as Gorgon and Wheatstone, which will lower capital spending and 
boost cash flow in the coming quarters. In this challenging period for the entire Energy industry, we 
expect the company to benefit from its strong balance sheet.  
* Lennar Corp. (NYSE: LEN). Lennar is the nation’s second-largest builder of homes based on 
closings in 2015. It offers affordable, move-up and retirement homes mostly under the Lennar name; 
provides mortgage financing, title insurance and closing services; and is also active in several other areas 
of real estate. Although sales of new homes are on track to grow for the fifth straight year in 2016, we 
believe the market is still in the middle stages of its upcycle given the severity of the preceding 
downturn and buyer-friendly mortgage rates. We do not expect the current cycle to peak until new-
home sales reach at least 700,000 units, well above the 502,000 new homes sold in 2015. We think that 



LEN’s strong geographic presence, and its focused and creative marketing effort, will allow it to post 
some of the best results in its industry.  
 We removed the following four stocks: 
* Allscripts Healthcare Solutions Inc.: Allscripts is a leading provider of electronic health record 
solutions and practice management systems, clinical software, and connectivity solutions. The 
company's products streamline diagnosis, treatment, and claims processing by allowing physicians to 
efficiently manage information. Allscripts posted its fifth straight quarter of new order growth in 1Q15, 
and we expect these orders to translate into higher revenue over the next 12-18 months. Since inclusion 
in October 2015, the MDRX shares have advanced 5% while underperforming the benchmark by 600 
bps. 
* Anadarko Petroleum Corp.: Anadarko is a diversified independent oil and gas E&P firm. Despite 
the bounce in oil prices, APC faces a continued difficult operating environment. For 1Q16, Anadarko 
reported an adjusted net loss of $1.12 per share, compared to an adjusted net loss of $0.72 in in the 
year-earlier quarter. Anadarko plans to monetize up to $3 billion of assets this year. It will also save 
about $450 million in 2016 through a recent dividend cut and $350 million through additional workforce 
reductions. Since inclusion in May 2015, the APC shares have declined 37% while underperforming the 
benchmark by 3,800 bps. 
* Tesla Motors Inc.: Tesla designs and manufactures electric vehicles and electric vehicle 
powertrain components. Tesla has made an offer to acquire solar panel maker SolarCity in an all-stock 
deal worth approximately $2.6-$2.8 billion. We downgraded the TSLA shares primarily based on near-
term concerns that the acquisition comes at an inappropriate time in the life of Tesla Motors. We 
believe that this proposed deal will more than likely lengthen the time it takes for Tesla to generate an 
operating profit (on a GAAP basis). Since inclusion in April 2016, the TSLA shares have declined 8% while 
underperforming the benchmark by 1,100 bps. 
* Xilinx Inc.: Xilinx designs, produces and markets programmable logic devices (PLDs); system-on-
a-chip (SoC) products encompassing FPGAs and an ARM core processor; 3D IC chips combining 
transceivers and FPGAs that are used in telecommunications networks; and software and development 
tools. Xilinx’s PLDs primarily consist of field-programmable gate arrays (FPGAs). Although an increasing 
mix of next-gen new products is benefiting margins, Xilinx recently dialed down overall FPGA industry 
growth expectations. Since inclusion in February 2016, the XLNX shares have declined 3% while 
underperforming the benchmark by 1,600 bps. (John Eade, President) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 
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. 
 
 


