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Thesis 

 Ciena’s network specialist role differentiates company from peers that are either over-
diversified or are engaging customers with legacy technology. 

 Cyan combined with existing SDN/NFV assets will enable Ciena to accelerate its time-to-market 
for a complete on-demand solution for virtualized networks and services in an open eco-system. 

 
Ciena Completes Cyan Acquisition 

 On 8/3/15, Ciena completed acquisition of Cyan for total consideration of $488 million ($415 
million net of cash acquired). 

o $33.6 million cash; 10.6 million CIEN shares 
o Also 2.4 million CIEN shares issued to replace CTAN warrants 
o Ciena assumes $50 million 8.0% convertible due 2019 

 More expensive than original target 
o When deal announced in May, targeted $400 million in cash and stock ($335 million net 

of CTAN cash) 

 Is it worth the premium price?  
o CEO Gary Smith:  

 Great combination for customers as they transform networks with web-scale 
technologies to create capabilities-on-demand 

 Deliver complete on-demand solution for virtualized networks 

 What Ciena is getting 
o Real revenue: given $120 million annualized revenue run rate, Ciena is acquiring CYAN 

for 3.5-times sales 

 Cyan’s revenue: complementary metro optical 
o Most revenue comes from existing metro packet-based optical transport & switching 

business with complementary set of customers 
 



 Ciena acquired Cyan to gain its Blue Planet SDN/NFV orchestration platform 
o Ciena has combined existing software (Agility) with Cyan to create Blue Planet Division, 

run by Cyan President Mike Hatfield  
o From Cyan, Planet Orchestrate and Planet Operate; from Ciena, SDN multilayer WAN 

controller. V-WAN, Agility Matrix, network management 
o Cyan building on Blue Planet win with CenturyLink, third-largest U.S. network operator, 

as orchestration for its Programmable Services Backbone (PSB) 
 
Cyan Summary 

 Ciena had to get Cyan to accelerate time to SDN/NFV, or risk watching rivals including Cisco and 
EMC/VMware pull away with SDN/NFV solutions 

 
Outlook for 3Q15 

 In June, CFO Jim Moylan offered more subdued guidance, while saying overall demand 
environment was healthy 

 For 3Q15, Ciena guided for revenue of $610-$640 million; at $625 million midpoint, revenue 
would be up 4% annually 

 Directional EPS guidance pointed Argus to $0.38; Street at $0.34 
o Our non-GAAP EPS estimate of $0.38 would be up 20% y/y 

 
Conclusion 

 Even without Cyan, underlying business healthy 

 Despite stiff forex headwind of $50-$60 million for FY15, Ciena anticipates growing its top line 
by 5% this year 

 Strong momentum:  
o Domestic (AT&T Domain 2.0) and intl. carriers (Telstra) 
o Carrier metro (8700 multi-terabit packet switch) 
o Non-telco markets (Cable MSOs, enterprise data centers, cloud ISPs) 

 Valuation:  
o Currently at 19.0-times and 14.4-times, vs. 37-times 5-yr historical  

 (For 1998-2000: 390-times) 

 Seems an attractive buying opportunity to $30 target 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

 
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. 
 

 


