
 
 

 
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. 
 

 
Visa Inc. (NYSE: V: BUY)  
Target Price: $75 
Stephen Biggar 
4/29/2015 
 
Investment Thesis 

 Visa reports 2Q FY15 (Sep.) earnings on Thursday, April 30, after market close.  

 Revenue growth expected at 5% from prior year quarter. 
o Less favorable FX has been subtracting 2% in recent quarters. 

 Recent U.S. dollar strength could move this to 3% (AXP saw 4% FX headwind in 
1Q15) 

 Estimates have not moved in past 60 days, but could move higher for remaining quarters of 
FY15 and FY16: 

o American Express’ Costco loss is Visa’s gain. 
 Citi-issued Visa cards will be only credit card  accepted at Costco stores as of 

April 2016. 
 Costco volume was $82 billion in 2014. 

o State Council of China recently announced it will allow foreign card companies access to 
its bank clearing system, effective June 1.  

 Current monopoly provider had $6.9 trillion in China processing in 2014. 
 Card processing fees are 40% of Visa’s revenues. 

o Recent move higher in gas prices a net positive for charged spending volumes. 

 Operating margin expected at 65% in FY15 (up from 64% in FY14):  
o Expense growth has been running well below revenue growth on leverage from the 

installed network. 

 We estimate $5 billion repurchase plan will result in 4% drop in average share count for FY15. 

 Near- and long-term drivers remain plastic over cash for convenience, security and rewards 
programs. 

 
 
 
 



 2Q FY15 consensus EPS is $0.62, Argus estimate is $0.63: 
o 2Q FY14 EPS was $0.62, implying no growth year-over-year but due to absence of tax 

benefit 
 Spending volumes still seen up 10% year-over-year. 

o FY15 consensus is $2.59, Argus is $2.63.  

 Earnings exceeded consensus by $0.01 in 1Q (Dec), $0.02 in 4Q (Sep), $0.02 in 3Q (Jun), and 
$0.08 in 2Q (Mar). 

 Visa shares have slightly underperformed YTD, up 1.9% vs. 2.7% for S&P 500.  
o Off 4% since record high in early March.  

 Argus target price is $75, reflecting modest multiple expansion on operating margin 
improvement. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



Cavium Inc. (NGS: CAVM: BUY)  
Target Price: $70 
Jim Kelleher, CFA 
4/29/2015 
 
Earnings Preview 
Thesis 

 CAVM has multiple new revenue streams coming in 2015 based on ramp to volume for 
important product categories 

 2015 is a “signature year for company” (CEO Syed Ali) as Cavium moves from niche businesses 
to take on the giants: 

o Taking on INTC in mainstream server CPUs with ThunderX 
o Taking on BRCM in data center control plane with Xpliant top-of-rack switch 
o Taking on ALU-QCOM in small cell base station with Fusion 

 Ultimate market opportunity is at least 10-times as large as current markets served 
1Q15 outlook (reports tonight) 

 Street: revenue of $101.7 million 

 Argus: $102.6 million  
o Guided for $100.5-$102.5 million (first $100 mm quarter) 

 Street: non-GAAP EPS of $0.39  

 Argus: $0.40  
o Guided for $ EPS of $0.38-$0.40 

 at guidance midpoints 
o revenue would be over 20% and  
o EPS would be up over 30% year-over-year 

2Q15 outlook highly important  

 given new ramps (Octeon III, ThunderX, Liquid IO). 

 Street: revenue of $108.9 million 

 Argus: $109 million  

 Street: non-GAAP EPS of $0.41  

 Argus: $0.41 
What we want to hear on call tonight 

 Octeon III design traction 
o Octeon III in 20 nm process with 16- to 48 cores for cloud data center 
o low-end 7071XX chip ramping in volume production in traditional applications 

 Xpliant acquisition 
o Top of rack switching completes data center offering (network processors, security, 

SDN, control plane) 

 ThunderX 64-bit ARM-based processor. 
o Four families for cloud compute, cloud storage & big data, embedded networking, and 

secure computing 

 Status of Liquid IO (network virtualization in a line card) and Fusion (small cell base stations) 
Conclusion 

 Chance to buy this fast-grower in its most important year  

 BUY to $70 
 
 



 

 
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. 
 

 


