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Date: 10/30/2012 

Analyst: Matt Leid 

TEC Sector Recommendation Report (Fall 2012) 

Sector: TEC      Review Period: 10/11/2012-10/24/2012 

Section (A) Sector Performance Review

 

Below we can see that, a few days into the review period, both the S&P 500 and XLK began to 

fall and are both in the red for this two week period.  The technology sector performed worse 

than the market because it is a more volatile sector than the market as a whole.  The news 

within XLK wasn’t any better than the rest of the market, so it decreased at the same time as 

the market, but by a larger percent because of its high volatility. 
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Google was a major negative mover during this period with a -9.87% return over the two week 

period on poor earnings reports. 

LSI Corp. is up 6.87% last week on positive earnings reports. 

Apple:  Apple’s most recent reports had disappointing earnings results and an outlook that was 

less optimistic than the market had been hoping.  This is the second straight quarter of 

disappointing results and iPad sales were also less than analysts had projected.  The stock has 

decreased in price over the two week time period. 

Microsoft:  Windows 8 has been unveiled, but the excitement is minimal.  The Surface tablet 

has been highlighted and there is moderate excitement for its release.  The stock has decreased 

in price over the two week time period. 

Comment on short-term outlook of the sector (including noteworthy upcoming events): 

 

Microsoft has unveiled Windows 8.  Multiple earnings reports have come out in the last two 

weeks, most of which have been disappointing.  Apple and Amazon both announced 

disappointing earnings and revenue that led to decreases in share value and adjustments to 

analyst estimates.  Google also reported extremely disappointing results early in this period.  

Overall, the outlook for the sector seems bearish for the short-term as we are likely to see 

further decreases resulting from disappointing reports in the coming weeks. 
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Section (B) Sector Holding Updates 

Company #1: Apple (AAPL) 

Date Recommended: 10/18/2012 

Date Re-evaluated:   10/24/2012 

Company Update 

Apple’s most recent reports had disappointing earnings results and an outlook that was less 

optimistic than the market had been hoping.  This is the second straight quarter of 

disappointing results and iPad sales were also less than analysts had projected.  The company is 

projecting revenue to be lower than analyst forecasts.  The stock has decreased in price over 

the two week time period. 

Relative Performance 

Over the last two weeks Apple has underperformed the market, but has outperformed the 

sector.  Since the disappointing results were reported late in our period, the return managed to 

be greater than the sector as a whole (which has had many other companies posting weak 

reports).  It is likely that Apple will perform with or slightly underperform the sector in the 

coming weeks. 

Price Charts 

Three Months 
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One Year 

 

Valuations Analysis 

Original Analysis 

 

Re-evaluation Analysis 

Ratio Analysis Company Industry Sector 

P/E (TTM) 13.68 11.92 21.53 

P/S (TTM) 3.62 0.99 8.71 

P/B (MRQ) 4.80 2.07 3.52 

P/CF (TTM) 12.58 10.30 11.74 

 

Most of the prices have gotten cheaper since the original analysis.  This is likely because the 

market’s recent performance has been poor and prices have been falling all across the board.  
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These changes (with the exception of P/S Sector) are exactly what I would expect to see and are 

not reason to change our position on this stock. 

 

Historical Surprises 

Original Analysis  

Sales and Profit Figures in US Dollar (USD) 

Earnings and Dividend Figures in US Dollar (USD) 

Estimated vs 
Actual 

Esitmate Actual Difference Surprise % 

SALES (in 
millions) 

    

Quarter Ending 
Jun-12 

37,215.90 35,023.00 2,192.88 5.89 

Quarter Ending 
Mar-12 

36,808.00 39,186.00 2,377.95 6.46 

Quarter Ending 
Dec-11 

39,062.50 46,333.00 7,270.46 18.61 

Quarter Ending 
Sep-11  

29,685.50 28,270.00 1,415.55 4.77 

Quarter Ending 
Jun-11 

24,960.80 28,571.00 3,610.20 14.46 

Earnings (per 
share) 

    

Quarter Ending 
Jun-12 

10.39 9.32 1.07 10.29 

Quarter Ending 
Mar-12 

10.04 12.30 2.26 22.55 

Quarter Ending 
Dec-11 

10.16 13.87 3.71 36.46 

Quarter Ending 
Sep-11 

7.39 7.05 0.34 4.54 

Quarter Ending 
Jun-11 

5.84 7.79 1.95 33.44 

 

Re-evaluation Analysis  
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The additional earnings and sales surprises from September 12th continued the trend of beating 

estimates.  However, this time it was by much less than it has been in the past.  This might be 

taken as an indication that growth is slowing down. 

 

Consensus Estimates 

Original Analysis  
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Re-Evaluation Analysis  
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The sales estimates have actually increased since the original analysis.  However, the earnings 

estimates are down for the near future and up for the more distant years.  The LT growth rate 

expectation is also down by more than 1%.  Overall, it seems that analyst have decreased 

expectations for the performance of this stock in the near future. 

 

Estimate Revision Analysis 

Original Analysis  
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Re-Evaluation Analysis  
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Last week saw a huge increase in the number of downward revisions to estimates.  This last 

week saw far more downward revisions than the last four weeks when the original analysis was 

done.  This is fairly concerning for the value of our stock and we should expect at least some 

short term losses. 

 

Analysts’ Recommendations 

Original Analysis 

This was not provided in the original analysis.  When I looked for it, it was missing. 

Re-Evaluation Analysis  
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Unfortunately, I do not have data to compare from the original analysis.  However, based on 

the current chart we can see that the overall the recommendations haven’t changed much and 

AAPL is still expected to outperform. 

 

Company #2: Oracle (ORCL) 

Date Recommended: 10/18/2012 

Date Re-evaluated:   10/24/2012 

Company Update 

Apple has dropped Oracle’s Java in response to experts warning Mac users of its poor security.  

No other major mergers or acquisitions have been mentioned in recent news and no reports 

have come out during this time period. 

Relative Performance 

Oracle has had a return greater than both its sector and the SP500 during this two week period.  

This is likely because the company hasn’t posted any disappointing results, like many other 

companies have been doing during this time period.  

Price Charts 

Three Months 
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One Year 

 

Valuations Analysis 

Original Analysis 



13 
 

 

Re-evaluation Analysis 

Ratio Analysis Company Industry Sector 

P/E (TTM) 15.36 83.74 21.53 

P/S (TTM) 4.04 142.57 8.71 

P/B (MRQ) 3.46 4.07 3.52 

P/CF (TTM) 11.38 19.36 11.74 

 

ORCL shares have gotten more expensive, based on these valuations, since our class purchased 

them.  The industry numbers have been thrown off by too much to be useful, but the sector 

suggests that other stocks have become cheaper.  This is a good sign for the value of our stock. 

 

Historical Surprises 

Original Analysis  
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Re-evaluation Analysis  
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There have not been any new surprises since the original analysis. 

 

Consensus Estimates 

Original Analysis  
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Re-Evaluation Analysis  
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The changes in sales and earnings estimates are extremely small and a bit mixed.  The LT 

growth rate has decreased, however, indicating that the outlook is slightly worse than before. 

 

Estimate Revision Analysis 

Original Analysis  
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Re-Evaluation Analysis  
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The last week saw very few revisions.  Revisions to sales suggest lower sales in the near future, 

but earnings estimates are up for both the short term and the long term.  This is a positive sign 

for the outlook of our stock. 

 

Analysts’ Recommendations 

Original Analysis 
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Re-Evaluation Analysis  

 

Since the original analysis, there are two less buy recommendations and one more outperform.  

Overall, this makes for a slight decrease in the outlook for the stock, but it is still expected to 

outperform. 
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Section (C) Sector Recommendations 

I recommend we continue to own our XLK holdings.  My outlook on this sector is neutral to 

mildly bearish.  Many companies within the sector have already reported 3rd quarter results and 

most have been poor.  The market has adjusted a bit to reflect this and I don’t believe that the 

outlook is so poor that we will continue to decrease in value throughout our portfolios time 

horizon.  In the short term I expect some further decreases, but the sector is likely to recover 

within a few months. 

 

Section (D) Sector Holding Recommendations 

Based on your analysis, are there stocks CIF currently owns from your sector you would 

recommend to: 

1. Sell and why? 

No.  The outlook for Oracle is about the same as it was when it was originally purchased.  

The outlook for Apple has become less attractive, but not so much so that it seems unlikely 

to increase in value within our time horizon. 

2. Adjust “target price” and why? If you recommend an adjustment, you must suggest a new 

“target price” 

Oracle:  Yes, to $45.00.  The current target price of $52.65 is way above the current price of 

$30.99.  While I understand that it was set to the Morningstar consider selling price, I do not 

believe that we will see a 70% return on this stock within our time horizon.  I believe that a 

more realistic goal for this share’s price would be somewhere between the fair value and its 

current target price.  I suggest adjusting our target price to $45.00, because this return of 

45% might be feasible within our time horizon and would be a much safer profit for us to 

take than continuing to hold until $52.65. 

 

Apple: Apple’s current situation makes its target price seem a little high, but I think we 

should wait to adjust the target price until we have a better feel for what is realistic.  We 

only bought the stock recently, and if we (as a class), thought the target price was realistic 

then, we should think that it is still realistic. 

3. Adjust “stop-loss price” and why? If you recommend an adjustment, you must suggest a 

new “stop-loss price” 

Oracle: No.  The current stop-loss price leaves us plenty of room, but isn’t so far from 15% 

that it is troubling.  Since the outlook hasn’t changed much, I see no reason to adjust this 

stop-loss price. 
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Apple: No.  The current stop-loss $585 doesn’t leave us with a lot of room, however I don’t 

believe that the outlook has changed enough to justify going back on the stop-loss number 

that we had decided on.  It would likely be a mistake to decrease our stop-loss now and risk 

taking an even larger loss on our investment. 

Provide your recommendations in the following table 

 
 

Company Name 

 
 
Ticker 

Symbol 

 
Date 

Recommended 

 
Date Re-
evaluated 

 
Recommendation 

(Explain Why) 
 

 
Sell 

Adjust 
“Target 
Price” 

Adjust 
“Stop-

loss 
Price” 

 
Apple 

 
AAPL 

 
10/18/2012 

 
10/24/2012 

 
No 

 
No 

 
No 

 
Oracle 

 
ORCL 

 
10/18/2012 

 
10/24/2012 

 
No 

 
$45.00 

 
No 

 

Sources: 

Yahoo Finance 

http://finance.yahoo.com/echarts?s=XLK+Interactive#symbol=xlk;range=20121011,20121024;compare=

%5Egspc;indicator=volume;charttype=area;crosshair=on;ohlcvalues=0;logscale=off;source=undefined; 

Reuters http://www.reuters.com/ 

CIF Website 

http://www.business.wsu.edu/academics/finance/cougfund/CougFund/StockReport_AppleInc_Fall2012

.pdf 

http://www.business.wsu.edu/academics/finance/cougfund/CougFund/Stock%20Report_Oracle_TEC_J

acob%20Allen.pdf 

http://finance.yahoo.com/echarts?s=XLK+Interactive#symbol=xlk;range=20121011,20121024;compare=%5Egspc;indicator=volume;charttype=area;crosshair=on;ohlcvalues=0;logscale=off;source=undefined;
http://finance.yahoo.com/echarts?s=XLK+Interactive#symbol=xlk;range=20121011,20121024;compare=%5Egspc;indicator=volume;charttype=area;crosshair=on;ohlcvalues=0;logscale=off;source=undefined;
http://www.reuters.com/
http://www.business.wsu.edu/academics/finance/cougfund/CougFund/StockReport_AppleInc_Fall2012.pdf
http://www.business.wsu.edu/academics/finance/cougfund/CougFund/StockReport_AppleInc_Fall2012.pdf
http://www.business.wsu.edu/academics/finance/cougfund/CougFund/Stock%20Report_Oracle_TEC_Jacob%20Allen.pdf
http://www.business.wsu.edu/academics/finance/cougfund/CougFund/Stock%20Report_Oracle_TEC_Jacob%20Allen.pdf

