
 
 

 
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. 
 

 
Ciena Corp. (NYSE: CIEN: BUY) 
Target Price: $25 
Jim Kelleher, CFA 
5/20/2015 
 
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. 

 
Fiscal 2Q15 

 Ciena will report results 6/4/15 

 Street is optimistic on fiscal 2Q15, based on positive comments from CFO during Cyan 
conference call 

 Street: $604 million in revenue, $0.23 in non-GAAP EPS 

 Argus: $600 million (FX headwind), but $0.26 EPS (richer mix, lower $ op cost) 

 At Argus estimates: 
o revenue up 7%, EPS up 50% from $0.17 a year earlier 

 
We are looking for a strong guide for 3Q15 

 During CYAN call, CFO Jim Moylan said overall demand environment for Ciena’s solutions was 
healthy 

 Despite worsening FX headwind, CIEN did not change in FY guidance: 
o low to mid-40s non-GAAP gross margins; and  
o quarterly non-GAAP op cost in the $205 million range 

 3Q15 from Street: $630 million revenue, $0.34 non-GAAP EPS 

 3Q15 from Argus: $635 million revenue, $0.37 non-GAAP EPS 

 At Argus estimates: 
o revenue up 5%, EPS up 16% from $0.32 a year earlier 

 
 



What does CYAN bring? 

 definitive agreement to acquire Cyan for $400 million in cash and stock ($335 million net of 
CTAN cash) 

 at $120 million annualized revenue run rate, Ciena is acquiring CYAN for less than 3-times sales 

 Most of Cyan’s revenue comes from existing solutions in optical transport & switching space 
o CIEN to lever Cyan’s metro optical business across its go-to-market model, increasing 

market traction 

 Ciena acquiring Cyan to gain its Blue Planet SDN/NFV orchestration platform. 

 Cyan already has Blue Planet win with CenturyLink, third-largest U.S. network operator, as 
orchestration for its Programmable Services Backbone (PSB) 

 
Conclusion 

 Even with a stiff forex headwind of as much as $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 21-times and 15-times, vs. 37-times 5-yr historical  

 (For 1998-2000: 390-times) 

 Attractive buying opportunity to $25 target 
 
 
 

 

 

 

 

 

 

 

 

 

 

 

 



 
CME Group Inc.  (NYSE: CME: BUY) 
Target Price: $106 
Stephen Biggar 
5/20/2015 
 
Investment Thesis 

 1Q15 earnings beat of $0.98 vs. $0.95 estimate was based on sustainable factors: 
o Subscriptions to market data.  
o Expense discipline above company guidance. 
o Blended rate per contract up 3% sequentially to $0.753. 

 Better mix of commodity and energy products. 

 Debt refinance in April 2015 to result in interest expense savings in second half of 2015: 
o Debt issuance of $750 million at 3% repaid higher rate debt. 
o $31.6 million interest expense in 1Q seen dropping to $29 million/qtr. 

 Contract volumes expected to remain robust on continuing macro factors: 
o Interest rate contracts on monetary policy debate. 
o Energy price volatility. 
o Currency contracts on Euro/dollar volatility. 

 While April volumes were lighter year-over year at 11.4 million avg. contracts/day, May has 
rebounded to 13.4 million/day in first 13 trading days. 

 In the past week, CME announced two new products, both to launch in late June: 
o Cocoa options on CME Europe, following earlier Cocoa futures launch in late March. 
o Zinc futures. Will provide competition for London Metal Exchange. 

 We see operating margins continuing to expand on higher volumes and flat operating expenses: 
o 1Q op. margins of 62%. We see expanding to 63% for 2016. 

 Room for p/e multiple expansion: 
o Target price of $106 implies 27x our 2015 EPS estimate. 
o High end of 5-year p/e range justified by record operating margins, product suite and 

high barriers to entry. 

 Despite seasonally weaker second and third quarters, shares have performed well against the 
market during the summer months in recent years: 

o In period from May 15 to Aug 31, CME vs. the S&P 500 was as follows: 
 In 2014, up 11% vs. 7%. 
 In 2013, up 12% vs. -2% 
 In 2012, up 7% vs. 6%. 

 
 
 
 
 
 
 
 
 
 
 



 

 
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. 
 

 


