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Date:  4/5/13 

Analyst:  Austin Frazier 

CIF Sector Recommendation Report (Spring 2013) 

Sector:   Technology XLK  Review Period:  March 18th- 29th 

Section (A) Sector Performance Review 

 

According to the both the sector spreadsheet (above) and the two week price chart 

(below) the XLK was preforming similarly to the S&P 500 for the two week interval between 

March 18th and March 28th.  Overall it looks as though the XLK was outperforming the S&P 500 

for most of the period, until around March 26.  The technology sector rose by about 0.23% 

while the S&P saw a growth of 0.54%.  This minimal growth is most likely due to the recent 

cyber-attacks on American businesses.  Although these attacks have been less frequent since 

February there is still large concern from analysts about the cyber safety for businesses, 

especially ones invested in intellectual property and consumer data.  Until the issue of cyber 

security is fully addressed and resolved, it seems as though the hesitation to invest in some 

companies in the XLK will still remain.  However, if companies can show they are protecting 

their information with a higher degree of security, there could very well be a bounce back from 

the technology sector later in the year.  

XLK

Ticker Current Beg. Stop-loss Target % Cap # Shares Current vs. Sectorvs. S&P 500

Price Price Price Price Gain Value

S&P 500 ^GSPC 1569.19 1560.70 0.54%

Sector ETF XLK $30.27 $30.20 0.23% 7530 $227,933.10 -0.31%

Current Holdings

EMC $23.89 $25.35 $22.35 $28.58 -5.76% 1420 $33,923.80 -5.99% -6.30%

V $169.84 $158.55 $136.85 $185.15 7.12% 290 $49,253.60 6.89% 6.58%

CSCO $20.90 $21.93 $18.15 $24.00 -4.70% 1940 $40,546.00 -4.93% -5.24%

SNDK $54.96 $55.11 $46.47 $62.79 -0.27% 260 $14,289.60 -0.50% -0.82%
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Biggest Gainers (+) 

AVG:                                  +9.95% 

 AVG saw a rapid decline in their stock price after their (then) CEO resigned on march 7th.  

A few days later, revisions were made to the company’s financial outlook and then the 

stock began to try and climb back up to its previous price around $15-$16.   

Hewlett Packard (HPQ):  +7.48% 

 The introduction of their new media player (named) helped boost the companies’ 

earnings which ended up beating analyst estimates.  

SAIC Inc (SAI):                    +8.14% 

 After announcing a special $1 per share dividend, on the same day their stock price rose 

about 5%.  The residual increase is due to this special dividend. (Barrons)   

Biggest Losers (-) 

Maxwell Technologies (MXWL)   -24.57% 

 On March 9th Faruqi & Faruqi LLP, a national law firm, began an investigation on MXWL 

concerning possible breaches of fiduciary duty as well as other violations of law which 

have to do with the companies fiduciary duties and financial statements. 
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Oracle Corporation (ORCL):   -11.03% 

 Oracle reported its Q3 as a severe miss and “warned that its ailing hardware business 

will lose more ground this quarter”  (Randewich, Reuters).  After the report was 

released, Reuters said that Oracle lost about 8% of its share price.   

Windstream Corporation (WIN):   -10.09% 

 Forbes reported that the company hit a relative strength index of 25.5, which is much 

lower then that of its competitors “by comparison, the universe of dividend 

stocks…currently have an average RSI of 56.4” (Forbes).  This oversold valuation resulted 

in a decline in the companies’ stock price. 

The two largest holding are:  Apple and IBM 

 Apple Inc. is currently the largest holding in the technology sector with a whopping 

13.74%.  This is a significant stock to assess because of its large impact on the sectors ETF, of 

which we own about 7,530.  Last fall, Apple stock price reached a company high of $702.1 per 

share.  Since then, the stock has seen a decline of 38.79% and is currently priced at $429.79.  

While many investors speculate whether or not Apple will regain momentum, this dramatic 

drop is clearly a representation of a bearish market sentiment for the company.  I think it is also 

important to note that David Einhorn, a hedge fund manager at Greenlight Capital, filed a 

lawsuit against the company for not using its abundance of cash.  Instead, Mr. Einhorn wanted 

the company to offer preferred stock to its shareholders, giving them some cash and security 

for their loyalty to the company.  Even though David Einhorn later dropped the lawsuit, which 

essentially wanted to make apple use its excess cash, Apple held a shareholders meeting in 

which Tim Cook addressed that Apple is in “very, very active”(Cook, TheStreet) discussions on 

how to use that cash.   

 International Business Machines is currently the second largest holding in the 

technology sector with 7.59%.  Although IBM reached a company high $215.80 per share, its 

current price of $214.36 is not too far behind.  It looks as though IBM has gained a lot of 

momentum due to it’s major data storage business segment.  This segment is supposed to grow 

at a rate of 60% a year, which gives a good indication of the company’s emphasis on their 

assets.  IBM largest competitors in this segment are Oracle and Teradata.  Missed earnings from 

these competitors are helping IBM gain an advantage in the big data market.   

 

 Although the technology sector has been performing under the S&P 500 I expect the 

technology sector to take an upturn in the next month or two.  Our holdings low valuation 
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ratios are an indicator of future growth.  The XLK was somewhat volatile for my review period 

but ended up ahead by 0.24%.  Because of the cyclical nature of the sector, consumer 

sentiment plays a significant role in the growth of these companies. 

  

Section (B) Sector Holding Updates 

Company #1: EMC Corporation (EMC) 

Date Recommended: 2/4/2013 

Date Re-evaluated:   3/28/2013 

Company Update 

 During my two week evaluation period from March 18th to March 29th EMC saw its price 

drop from $25.35 to $23.89.  While this is somewhat of a negative sign for the company, it 

seems to be the repercussion of the skepticism analysts have for the company’s growth 

through this year.  EMC has been pushing their pivotal initiative which is the “creation of a 

separate venture that focuses on a platform consisting of Big Data and cloud computing 

applications” (seekingalpha).  If EMC can capitalize on the newly developing cloud atmosphere, 

it will give them a nice niche in the market.   

Relative Performance 

 

 This chart illustrates that EMC has been underperforming both the S&P 500(market) and 

the XLK.  Although it was a good decision by EMC to split with VMware, it appears analysts still 

want to see this new pivotal initiative final product, rather than relying on the speculation it will 

be the platform for cloud computing.  EMC saw a decline in their price of 5.76% in this review 

period.   
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Price Charts 

 

 

Valuations Analysis 

Original Analysis 
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Re-evaluation Analysis 

 

 

 Both of EMC’s P/E and P/S ratio decreased from 20.12 to 19.30 and 2.41 to 2.30 

respectively, which is a good sign the stock isn’t as expensive as when we purchased it.  The 

companies P/B and P/CF ratio’s also decreased but only minimally.  However, it still appears the 

stock is slightly overvalued as compared to its competition in the industry.   

 

Historical Surprises 

Original Analysis  
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Re-evaluation Analysis  
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 It seems as though there has not been any new revisions to the historical surprises since 

the cougar investment fund bought EMC.  This is because there have not been any earnings 

reports released since the purchase. 

 

Consensus Estimates 

Original Analysis  
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Re-Evaluation Analysis  

 
Analysts have increased their short term mean estimates for both sales and earnings.  

However, analysts have also decreased their long term mean estimates for sales.  Although 
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there was one less analysts estimating the company’s long term growth, there was an increase 

in their estimates long term growth rate from 12.73 to 13.26. 

 

Estimate Revision Analysis 

Original Analysis (2/4/2013) 

 

Re-Evaluation Analysis  
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According to these charts it looks as though there were significantly more revisions on 

the stock when it was recommended as opposed to its current level of activity.  Analysts don’t 

seem to have changed their opinions on the stock by a significant margin.  In the last 4 weeks 

there have been more down then up revisions for sales.  However, in the same time frame 

there have been more up revision for their earnings, which is a good sign for the company.    

I think this indicates that the stock is still set up for long term growth, which has been one of its 

main focal points. 

 

Analysts’ Recommendations 

Original Analysis 



12 
 

 

Re-Evaluation Analysis  

 

 The companies mean rating of 1.73 increased to 1.80 since we recommended the stock.  

The current shift in this value has been the repercussion of three analysts switching their rating 

from a buy to an outperform.  Although this mean rating has increased, overall sentiment of the 

stock seems to be unchanged since our original recommendation. 
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Company #2: Visa Inc. (V) 

Date Recommended: 2/8/2013 

Date Re-evaluated:   3/28/2013 

Company Update 

 During my two week evaluation period from March 18th to March 29th Visa saw its price 

rise from $158.55 to $169.84.  This positive sign for the company could be attributed to their 

dismissal of the antitrust lawsuits, or that executive’s proclaiming they will not “implement a 

digital wallet fee” (Barr).  This digital wallet will let consumers move money around digitally as 

if it were cash.  Although the outlook on the stock appears to be slightly bullish since this 

announcement, if Visa were to implement this fee, digital transaction services like Paypal could 

have to pay a small fee per transaction. 

Relative Performance 

 

 This chart illustrates that Visa has been outperforming both the S&P 500 and the XLK.  

Because Visa is such a volatile stock with a beta of 0.79, they experience significant highs and 

lows.  Visa saw an increase in their price of 7.12% in this review period.  Visa began seeing  its 

stock price rise the very day Jim McCarthy made his statement about the digital wallet fee. 

Price Charts 
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Valuations Analysis 

Original Analysis 
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Re-evaluation Analysis 

 

 

 Visa saw its P/E ratio rise from 50.18 to 76.80 which shows investors value the company 

highly and are willing to pay extra for Visa’s earnings.  Visa’s P/S ratio increased from 12.06 to 

12.56 which is not a significant margin.  The company did see both its price to book ratio and 

price to cash flow ratio decline.  The significant decline from Visa’s P/B ratio of 27.74 to 4.03 

could indicate the company to be undervalued. 

Historical Surprises 

Original Analysis  
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Re-evaluation Analysis  

 
  

 Visa released its second fiscal quarter results between the time when the stock was 

recommended and my review period.  All of the revisions for both revenue and earnings were 
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up due to Visa beating both its revenue and earnings estimates.  Visa has seen as increase in its 

share price since the fiscal results were announced.   

Consensus Estimates 

Original Analysis  

 

Re-Evaluation Analysis  
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 Although analysts have decreased their mean sales and earnings estimates for the 

quarter ending June 2013, every other sales and earnings estimate has increased since the 

stock was recommended.  There was a slight decrease in the company’s long term growth rate 

due to the emission of one analysts estimate.  This increase in future estimates is a good sign 

that analysts have faith in Visa’s future growth. 

 

Estimate Revision Analysis 

Original Analysis (2/8/2013) 
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Re-Evaluation Analysis  
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Over the span of my review period no analysts made revisions to their estimates.  

Although in the last four weeks there has been one up revision for the revenue in quarters 

ending in June 2013 and September 2013 as well as for earnings in the quarter ending 

September 2013 and the year ending September 2014.  This lack of change for analysts 

estimate is a positive sign that analysts still see Visa as bullish.   

 

Analysts’ Recommendations 

Original Analysis 
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Re-Evaluation Analysis  

 
 Visa’s mean rating has increased by a very small margin from 1.94 to 1.97.  This is most 

likely due to the drop of one analyst from the buy, outperform, and sell categories transitioning 

their vote to a hold.  It is important to note that since this stock has been recommended, there 

are currently no sell recommendations.  Because analyst’s opinions are usually optimistic, it is 

vital to note the lack of change in the stocks analysts rating over the past three months. 
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Company #3: Cisco Systems, Inc. (CSCO) 

Date Recommended: 2/25/2013 

Date Re-evaluated:   3/28/2013 

Company Update 

 During my two week evaluation period from March 18th to March 29th Cisco Systems 

saw its price drop from $21.93 to $20.90.  While this is somewhat of a negative sign for the 

company, it seems to be the repercussion of the skepticism analysts have for the company’s 

growth through this year.  The problem is that although Cisco controls about 85% of the 

computer networking hardware market, customers are demanding more than just hardware.  

They want a complete package with built in security and high speed internet.  Cisco has made a 

few acquisitions to accommodate this sentiment by purchasing companies such as BroadHop 

and Intucell.  Most recently, Cisco has proclaimed its intention of acquiring Ubiquisys for $310 

Million, which provides “small-cell technologies for seamless connectivity across mobile 

heterogeneous networks for service providers” (Neiger, Fool).  In the coming months, it will be 

vital for Cisco Systems management to integrate these acquisitions effectively. 

Relative Performance 

 

 This chart illustrates that CSCO has been underperforming both the market and the XLK.    

Cisco Systems saw a decline in their price of 4.70% in this review period.  This drop could be due 

to a decrease in consumer sentiment after the company was ordered to “pay $70 million in 
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damages to patent licenser XpertUniverse Inc for fraudulently obtaining technology developed 

by the New York company” (Levine, Reuters).  Although the lawsuit was filed in 2009, its ethical 

ramifications from the judge’s verdict could be a reason for the decline in the stocks prices.  

Price Charts 

 

 

Valuations Analysis 

Original Analysis 
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Re-evaluation Analysis 

 

 Cisco Systems P/E, P/S, P/B and P/CF have been very consistent since the date it was 

recommended.  However, the industry P/E ratio has decreased from 38.3 to 23.69 which 

represents how much cheaper the industry has become.  Cisco’s ability to maintain consistent 

ratios and solid earnings is attractive as investors. 

 

Historical Surprises 

Original Analysis  
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Re-evaluation Analysis  
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 Because there have not been any new earning reports since the stock was 

recommended, no changes were made to the company’s historical surprises.   Cisco Systems 

has had a great history in surprising the market for both its revenue and earnings.  I have not 

found any evidence to suggest this will not be the case for their next fiscal quarter this year.   

 

Consensus Estimates 

Original Analysis  

 

Re-Evaluation Analysis  
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 The estimates for sales have slightly decreased, since the stock was recommended, in 

the quarters ending April 2013 and July 2013 as well as the year ending July 2013.  The estimate 

for sales in the year ending July 2013 is the only estimate that was raised.  Most earnings 

estimates stayed the same, excluding the year ending July 2014 which dropped from 2.11 to 

2.10.  Although this drop in sales is a bearish indicator, if Cisco is able to beat sales estimates 

like it has done in the past, then their outlook will immediately turn bullish.    

Estimate Revision Analysis 

Original Analysis (2/25/13) 



28 
 

 

Re-Evaluation Analysis  
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 It appears as though analysts have calmed down on the stock since it was 

recommended.  Before the stock was recommended, there were a large number of revisions for 

both revenue and earnings.  In the past week there have been two analysts revising their 

revenue estimates up in the quarter ending July 2013 and year ending July 2013.  There were 

also two analysts revising their revenue estimate down for the year ending July 2014.  In the 

past week, there has only been one revision to earning which was a revision up for the year 

ending July 2014.  This consistency in analysts revisions is a good sign of the companies stability 

and future growth. 

 

Analysts’ Recommendations 

Original Analysis 

 

Re-Evaluation Analysis  
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 Cisco’s mean rating has jumped from 2.05 when it was originally recommended to 2.17 

which is a bearish indicator.  The companies sell recommendations have remained constant at 

one.  While their underperform recommendation has fluctuated from its previous eight analysts 

to five analysts.  Their buy recommendations have dropped from 15 to 13.  While their hold 

recommendations have seen a small decline from eight analysts to seven.  Although this data 

points to analysts’ views turning more bearish then bullish, analyst sentiment is still bullish on 

the company. 

 

Company #4: SanDisk Corp. (SNDK) 

Date Recommended: 3/25/2013 

Date Re-evaluated:   3/28/2013 

Company Update 

 During my two week evaluation period from March 18th to March 29th SanDisk Corp. 

saw its price drop from $55.11 to $54.96.  However, because we bought the stock on the March 

26th there was only a slight decline from the stock from $55.27 to $54.96.  This price drop isn’t 

necessarily a negative sign for the company, but could be due to skepticism analysts have for 

the company’s long-term growth.  The anticipated growth of smartphones, tablets and ultra-

books helps position SNDK flash memory segment in the market.  If SNDK can keep up with 

their estimated growth rate of 30.70%, they can surely outperform their competition.  Analysts 

predict the stock to beat estimates in their next annual earnings date, which is at the end of 

March.  As mentioned in Mr. Woodruff report, the companies “recent acquisition such as Flash 

Ventures has already started reducing manufacturing costs” (Woodruff).   

Relative Performance 
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 This chart illustrates that SanDisk Corp has underperformed both the S&P 500(market) 

and the XLK, even though it was by a small margin.  SNDK saw a small decline in their price of 

0.27%% in this review period.  SNDK has a beta of 1.3 which would help explain the volatility we 

are seeing in chart (above) for my review period. 

 

I included this chart because my review period was from March 18th to March 28th and 

we bought SNDK on March 26th.  During these two days, SNDK’s price dropped by 0.56%. 
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Price Charts 

 

 

Valuations Analysis 

Original Analysis 
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Re-evaluation Analysis 

 

 Because there had only been two days since this stock was originally recommended 

there were not any dramatic changes in the companies P/E, P/S, P/B and P/CF ratios.  However, 

there were some small changes in the industry and sector ratio’s.  Although these changes were 

minor, they indicate the stock to be slightly more expensive then when we purchased it.   

 

Historical Surprises 

Original Analysis  
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Re-evaluation Analysis  

 
 As previously mentioned, we purchased the stock on the 26th and my review period 

ended the 29th.  Because there have not been any new earnings reports since we purchased the 

stock, there were not any changes to the company’s historical surprises.  For the most part 
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SanDisk’s has a history of surprising the market with its earnings and revenues.  However, in the 

quarter ending March 2012 last year, the company saw a negative surprise in both earnings and 

revenues.  This negative surprise is attributed to the “slowdown in demand from customers in 

the NAND flash memory segment” (Woodruff).  Since then SNDK has done a good job of 

surprising the market. 

 

Consensus Estimates 

Original Analysis  

 

Re-Evaluation Analysis  
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 All of SDNK’s mean sales estimates have increased since the stock was originally 

recommended.  In addition, all of the company’s estimated earnings have been increased.  The 

increase in these estimations is a good sign analysts are bullish on the stock.  Also, it is 

important to note that the long term growth rate has only been evaluated by three analysts, 

whereas the rest of the sales and earnings estimates have been given from 24 to 29 analysts. 

 

Estimate Revision Analysis 

Original Analysis (3/26/13) 

 

Re-Evaluation Analysis  
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 According to these charts, analyst’s views of the stock are very bullish.  In the last four 

weeks there have only been two revisions down for the company’s revenue and a total of 29 

revisions up.  Also in the last four weeks, there has been a total of 31 revisions up for the 

companies’ earnings.  The stock seems to still have plenty of momentum judging by last week’s 

revisions which included two revisions up for each quarter and year for both revenue and 

earnings.  My research has led me to agree with analyst’s bullish opinion on the stock. 

 

Analysts’ Recommendations 

Original Analysis 
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Re-Evaluation Analysis  

 
 SDNK’s mean rating of 1.96 is a bullish indicator and has not changed in this short time 

span. In fact, not much has changed since the stock was originally recommended.  Eight 

analysts still recommend a buy, while 14 still give an outperform recommendation.  Even 

though five analysts recommended a hold on the stock and one analyst recommended an 

underperform, the analysts confidence in the stock is still strong.   

Section (C) Sector Recommendations 
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 At the end of my two week review period, the cougar investment fund holds 7530 

shares of the sector ETF (XLK) as well as four stocks in the technology sector which are: EMC 

with 1420 shares, Visa with 290 shares, Cisco Systems with 1940 shares and our most recent 

purchase of SanDisk Corp with 260 shares.  While Visa was the only stock to see positive growth 

in my two week review period, EMC saw positive growth then slightly declined below our price 

we purchased it at, CSCO is underperforming the S&P 500 but outperforming the XLK, and we 

really haven’t owned SDNK long enough to decide whether or not to sell it.  I believe that we 

should continue to hold all of our stocks due to the strong expectation of future growth for 

these companies.  In addition, I think it is vital we should hold on to these different companies 

in our portfolio in order to give it a better diversification, which lowers our portfolios overall 

risk.  I am bullish on the cyclical nature of the technology sector, and believe the state of the 

economy will play huge role in tech spending.  With this information, I recommend we stay put 

with the portfolios current holding in the technology sector and do not sell any of our current 

holdings.   

  

Section (D) Sector Holding Recommendations 

 

 

 
 

Company Name 

 
 
Ticker 

Symbol 

 
Date 

Recommended 

 
Date Re-
evaluated 

 
Recommendation 

(Explain Why) 
 

 
Sell 

Adjust 
“Target 
Price” 

Adjust 
“Stop-

loss 
Price” 

EMC Corporation EMC 2/3/13 3/29/13 No No No 

Visa Corporation V 2/7/13 3/29/13 No No No 

Cisco Systems CSCO 2/24/13 3/29/13 No No Yes – 
$20.60 

SanDisk Corp SDNK 3/26/13 3/29/13 No No 
 

No 
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My recommendation is to not sell any of our stocks in the cougar investment fund 

portfolio.  I do however recommend we adjust our stop loss price for Cisco Systems to $20.60 in 

order to assure we do not lose any of our investment on the stock.  Because we bought it at 

$20.54, we would have the opportunity to gain six cents per share of CSCO.  Most of these 

stock are designed to grow in the long term.  I think it would behoove the cougar investment 

fund to wait until additional earnings reports are available before we decide to sell any of these 

holding in the technology sector.   
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