
 
 
 
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. 
 
 
Cisco Systems Inc. (NGS: CSCO: BUY) 
Target Price: $37 
Jim Kelleher, CFA 
11/16/2016 
 
Thesis 

• While many legacy hardware companies are struggling, Cisco’s innovation, execution at scale, 
and operating discipline set it apart.  

• Cisco is investing in itself with niche asset purchases and bigger share buybacks. 
 
YTD Performance 

• CSCO shares are up 17% YTD. 
• Comm. equipment peer group up just 3%. 

o Pulled down by wireless gear companies (NOK -41%, ERIC -46%). 
• S&P 500 up 7%.  

 
1Q17 Expectations 

• Street: $12.33 billion, non-GAAP EPS $0.59.  
• Argus: $12.60 billion, non-GAAP EPS $0.61.  

o Guidance of $12.15-$12.40 billion and $0.58-$0.60. 
o $12.68 billion a year ago (includes set top box business). 
o Non-GAAP EPS $0.59 a year ago. 

• Our revenue estimate assumes 0.6% y/y decline. 
• Our EPS estimate assumes 4.9% y/y growth.  

 
 
 
 
 
 
 
 



The Key Events We Are Watching 
• Steadying in Service Provider Video. 

o SVP sold one month into 2Q16; 3Q17 will be first quarter w/o SPV impacting 
comparisons. 

o Similar to Linksys sale (3/13): exiting low-return business with heavy consumer 
presence.  

o 1%-2% growth in “core” mainly services driven. 
 Core of Routing, Switching, Services = 70% of revenue. 
 Routing less growth, switching more from next gen data center. 

• Single-digit growth in Collaboration, Security, Data Center, Wireless. 
 
What The Street Wants In 2Q17 guidance 

• Seasonally slowest quarter. 
o Looking for revenue of $12.15 billion. 
o Looking for EPS of $0.59. 

• Argus for 4Q16. 
o Looking for revenue of $12.27 billion. 
o Looking for EPS of $0.60. 

 
Capital Allocation 

• Pioneer in share buybacks. 
• In February (2Q16), increased buyback by $15 billion. 
• Hiked dividend by 24%; now yielding 3.3%. 
• Dividend not a strain (3:1 CFO/dividend coverage). 

 
Valuation & Conclusion 

• Cisco is getting ready to enter slow season, but is well positioned long-term. 
• After bounce-back, the shares no longer trade at significant discounts to historical price-based 

comparable valuations. 
• They continue to trade below DFCF valuation. 
• Reiterating BUY rating on CSCO to a 12-month target price of $37. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 
 
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 Research Co., 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 whose parent company, Argus Investors’ Counsel, Inc., is registered with the U.S. Securities and 
Exchange Commission. Argus Investors’ Counsel is a subsidiary of The Argus Research Group, Inc. Neither 
The Argus Research Group nor any affiliate is a member of the FINRA or the SIPC. Argus Research is not a 
registered broker dealer and does not have investment banking operations. 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. 
 
Argus Investors’ Counsel (AIC), a portfolio management business based in Stamford, Connecticut, is a 
customer of Argus Research Co. (ARC), based in New York. Argus Investors’ Counsel pays Argus Research 
Co. for research used in the management of the AIC core equity strategy and model portfolio and UIT 
products, and has the same access to Argus Research Co. reports as other customers. However, clients and 
prospective clients should note that Argus Investors’ Counsel and Argus Research Co., as units of The Argus 
Research Group, have certain employees in common, including those with both research and portfolio 
management responsibilities, and that Argus Research Co. employees participate in the management and 
marketing of the AIC core equity strategy and UIT and model portfolio products. 
 
 


