
 
 

 
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. 
 

 
Cognizant Technology Solutions Corp. (NGS: CTSH: BUY) 
Target Price: $72 
Jim Kelleher, CFA 
4/8/2015 
 
Thesis 

 Fastest-growing of the IT outsourcing companies is benefiting from tightly focused vertical 
approach 

 Well positioned to help companies transition to third platform challenges: cloud, big data, 
enterprise mobility, etc.  

 
Cognizant Technology Solutions: one of five transformational technology enablers: 

 MU –memory components for cloud era 

  XLNX –programmable (after production) semis may be wave of future 

 CIEN  - leader in packet-optical convergence disrupts traditional switch & router architecture 

  JBL – advanced materials handing and builder of iPhone cases 

 CTSH – IT outsourcer enabling analytics, security, big data, cloud 
 
Cognizant model 

 Grow topline via organic business development and niche acquisitions 
o grew revenue 20% in 2013 and 16% in 2014  
o major business ramping up in 2015 as a result of the TriZetto acquisition and a large 

multiyear deal with Health Net 

 Expand margins by managing expenses and improving the business mix 

 We look for good growth ahead 
o Modeling 21% revenue growth and 13% EPS growth in 2015 
o double-digit sales and EPS growth forecast for 2016 

 
 
 
 
 



CTSH helps companies navigate significant technology transitions 

 cloud, big data, mobile enterprise, and “everything as a service” disrupt traditional on-premises 
IT models.  

 Additionally, companies pursuing global growth are simultaneously seeking to address a range 
of complex regulatory requirements 

 
Cognizant vs. Accenture 

 CTSH: 5-yr EPS CAGR of 17%, vs. 9% for Accenture 

 trading at 19-times 2-year-forward EPS, vs. 19-times for Accenture 

 trading at 1.22-times market, vs. historical 1.4-times relative P/E 

 DFCF valuation indicated in the mid-$70s 
 
Conclusion 

 CTSH is growing faster, has better margins and is cheaper than Accenture 

 Pure-play IT services companies are better positioned than diversified technology companies 
(IBM, HPQ) 

 BUY CTSH to $72 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



BB&T Corp.  (NYSE: BBT: BUY) 
Target Price: $45 
Stephen Biggar 
4/8/2015 
 
Investment Thesis 

 Initiated April 8 with a BUY rating. 

 Mid-Atlantic territory providing reasonable loan growth. 
o Greatest concentration of branches is in VA, NC and FL. 
o Fill-in acquisitions round out the growth profile. 

 Susquehanna Bancshares, closing in 2H15, adds $13.7 billion in deposits in PA, 
MD, NJ, and WV. 

 BBT positioned well in a still challenging revenue environment for banks. 

 Insurance segment now accounts for 17% of revenues: 
o Fifth largest agency network in U.S./$1.6B in revenues in 2014. 
o Property/casualty, life and health, workers comp, surety/title insurance. 
o Growth seen at about 10%. 
o Adds diversification and is not sensitive to interest rate and credit cycles.  

 Dividend yield of 2.5% is well above regional bank average: 
o Regional bank ETF (KRE) yields 1.6%. 

 BB&T included an $820  million share buyback in its 2015 CCAR results. 
o BB&T has not been active in share buybacks, so this adds an element of support. 
o Buyback effective in 3Q15. 

 We believe shares should command a premium p/e based on: 
o Stable growth trajectory. 
o Better diversification of non-interest revenue sources relative to peers. 
o Above average dividend yield. 

 Argus EPS estimates are $2.97 for 2015 and $3.42 for 2016. 

 Target price of $45 assumes the shares can trade at 15-times our 2015 EPS estimate. 
o Upper end of 5-year trading range as bank’s diversification efforts and capital return 

plans are recognized. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

 
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. 
 

 


