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OVERVIEW



SIM Weight: 21.72% S&P 500 Weight: 22.03%



IT Stocks Held in SIM Portfolio

4.23% of SIM assets 5.34% of SIM assets 3.78% of SIM assets

1.97% of SIM assets 2.03% of SIM assets 4.36% of SIM assets
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Sector Recommendations

Sector Overview: Performance
1. Technology Sector YTD and QTD: 10.30%
2. S&P 500 Index YTD and QTD: 6.23%

Remove slight underweight position relative to S&P 500 

HOLD Information Technology Sector Aggregate with the 
exception of Vantiv

◆ Business cycle expansion has been lengthened by the 2016 election and 
prospects for more business-friendly policies. 

◆ Vantiv Inc. is a defensive security and performs well during adverse 
economic conditions relative to industry peers. 



Stock Recommendations

Security Recommendation Current 
Weight

Proposed 
Weight

Change

Alphabet HOLD 4.23% 4.23% 0bps

Apple SELL 5.34% 5.00% -34bps

Cognizant Technology 
Solutions

HOLD 3.78% 3.78% 0bps

Microsoft Corporation HOLD 1.97% 1.97% 0bps

Vantiv BUY 4.36% 5.00% 64bps

Dell HOLD 2.03% 2.03% 0bps



STOCK DISCUSSION



Microsoft Corporation (MSFT) is a leading player in the 
information technology sector.  The company operates in 
190 countries and is headquartered in Redmond, 
Washington.  Microsoft divides their lines of business 
into three segments: Productivity and Business Processes 
(mainly Office 365 and Dynamics business solutions); 
Intelligent Cloud (server products and cloud services); 
and More Personal Computing (Windows licensing, 
devices, gaming, and search advertising).   

Stock Overview
Recommendation: HOLD

Current SIM (%): 1.97%

Recommended SIM (%): 1.97%

Current Stock Price: $65.68

SIM Target Price: $67.41

Consensus Target Price: $69.42

Dividend Yield: 2.4%

Potential Upside: 2.63% (excluding dividends)

52 Week Price Range: $48.04 - $66.35

Market Capitalization: $507.4 billion

Diluted Shares Outstanding: 7.8 billion

Forward P/E: 20.08

ROE: 23.11%



GROWTH DRIVERS:
● Intelligent Cloud line of business
● Scale and reputation of the company
● New products / developments
● Consumer confidence
● Desire of enterprises to remain competitive

RISKS TO RECOMMENDATION:
● Hacking of cloud services or other security breaches.
● A competitor developing a very popular product (e.g. the iPhone) could cause Microsoft to lose sales in one of 

their current lines of business; it could take years to develop a similar product.
● Volatility of exchange rates reducing revenues from abroad.
● Unexpected slow or negative GDP growth domestically or abroad.
● A lack of qualified talent in the US if changes in visa regulations limit international recruiting.
● If mooted reforms to lower the tax rate for repatriation of international cash reserves do not materialize 

(Microsoft currently holds $111.1 billion abroad)

MICROSOFT BUSINESS ANALYSIS



● 2016 Net Income 6% 
growth from 2015

● 2017 Q2 saw 8% increase 
in Intelligent Cloud 
revenue

● Project 13.6% Sales 
increase in 2017, led by 
strong Intelligent Cloud 
growth

● Project steadily growing 
EPS

MSFT FINANCIAL 
ANALYSIS



● Gross margin has been gradually decreasing, but as Intelligent Cloud segment grows, this will increase
● Microsoft is close to average for almost all metrics

MSFT HISTORICAL RATIO COMPARISON AGAINST COMPETITORS



Cognizant Technology Solutions (CTSH) is a leading 
player in the information technology business services 
sector.  The company has been a fortune 500 company 
since 2011 and is headquartered in Teaneck, New Jersey.  
Cognizant does not divide their lines of business into 
separate business units however they are a major player 
in the financial services and healthcare business services 
segments.  Cognizant’s primary services provided include 
application development, systems integration, and 
offshoring services.  

Stock Overview
Recommendation: HOLD

Current SIM (%): 3.78%

Recommended SIM (%): 3.78%

Current Stock Price: $58.85

SIM Target Price: $70.31

Consensus Target Price: $67.00

Dividend Yield: 0.0%

Potential Upside: 19.5%

52 Week Price Range: $45.44 - $63.23

Market Capitalization: $35.97 billion

Diluted Shares Outstanding: 608.6 million

Forward P/E: 15.33

ROE: 15.53%



GROWTH DRIVERS:
● Overall growth in the IT services business sector.  Industry is shifting away from low margin commodity 

services towards high margin services that Cognizant is well positioned to capitalize on. 
● Management commitment to return $3.5 Billion in capital to shareholders over the next 2 years, with long-term 

commitment to return 75% of US free cash flow on an annual basis.
● Management commitment to expand non-GAAP margins from 19.7% to 23% by 2018.

RISKS TO RECOMMENDATION:
● Potential uncertainty in the overall economic and political climate (Trump, Brexit, France, etc), causes 

companies to be more cautious about investing in large IT projects
● H1-B visa program uncertainty.  If the program is changed or eliminated it could force the company to bear 

significant additional headcount related costs
● Concentration of revenues in 2 key industries (Financial Services & Health Care) exposes company to industry 

specific downturn risk.

COGNIZANT BUSINESS ANALYSIS



● 2016 Net Income 
decreased 4.3% from 2015 
on 8% revenue growth

● Project strong 2017 with 
return to double digit top 
line growth & improved 
margins

● Project double digit top 
line growth through 2019 
with steady margin 
improvement each year

CTSH FINANCIAL 
ANALYSIS



Stock Overview

Apple Inc. is a technology company headquartered in 
Cupertino, California that was founded in 1976. Apple 
designs and markets media devices, computers, 
smartphones, portable digital music players, networking 
solutions, applications and product services to both 
businesses and consumers. Apple is renowned for their 
innovation, technological development, and loyal 
customer base. These strengths have helped Apple 
maintain their leadership position in an increasingly 
saturated and maturing market.

Recommendation: SELL

Current SIM (%): 5.33%

Recommended SIM (%): 5.00%

Current Stock Price: $143.34

SIM Target Price: $143.51

Consensus Target Price: $147.61

Dividend Yield: 1.68%

Potential Upside: .12%

52 Week Price Range: $89.47 - $145.46

Market Capitalization: $750.99 billion

Diluted Shares Outstanding: 5.5 billion

Forward P/E: 13.98

ROE: 34.69%



GROWTH DRIVERS:
● Customer conversion rates & customer satisfaction
● Technological integration (ecosystem)
● Sales in China
● Continued service revenue growth

RISKS TO RECOMMENDATION:
● Increased competition within the smartphone market
● Product lines reaching maturity (slowing growth of smartphone market)
● Inability to develop new products & faulty product releases
● Foreign exchange rate headwinds
● European Union tax lawsuit

APPLE BUSINESS ANALYSIS



● 2016 Revenue: 7.7% 
decline from 2015

● 2016 Net Income: 14.4% 
decline from 2015

● Release of main revenue 
driver (new iPhone) in 
2017

● Growth in service 
revenues

● Large scale share 
repurchase program

● Project steadily growing 
EPS

AAPL FINANCIAL 
ANALYSIS



● Apple underperformed many of the key ratios in 2016
● Apple had negative revenue and EPS growth in 2016
● High P/B value when compared to competitors

AAPL RATIO PEER ANALYSIS



Stock Overview
Recommendation: HOLD

Current SIM (%): 4.23%

Recommended SIM (%): 4.23%

Current Stock Price: $842

SIM Target Price: $1,052

Consensus Target Price: $

Dividend Yield: N/A

Potential Upside: 25%

52 Week Price Range: $672-874

Market Capitalization: $574B

Diluted Shares Outstanding: 297M

Forward P/E: 20.66

ROE: 15.62%



Alphabet Business Analysis

GROWTH DRIVERS:
● Revenue growth from core business 
● Growth of mobile Android users
● Financial flexibility indicated by a 6.4 current ratio
● Possibility of “Other Bets” breakthrough

RISKS TO RECOMMENDATION:
● Rising Traffic Acquisition (TAC) costs
● Declining gross margin
● Growth of vertical searches
● Underperformance of “Other Bets”



Alphabet Financial Analysis

● Revenues spiked by 20% 
YoY in 2016

● Gross margin inched up 
0.5%

● Bottom-line growth of 
19% in 2016.

● Projected EPS growth 
from $28.3 in 2016 to $43 
by 2019.



Stock Overview
Recommendation: BUY

Current SIM: 4.36%

Recommended SIM: 5.00%

Current Stock Price: $62.18

SIM Target Price: $74.00

Consensus Target Price: $68.58

Dividend Yield: N/A

Potential Upside: 19.0%

52 Week Price Range: $50.52-66.24

Market Capitalization: $12.251B

Diluted Shares Outstanding: 162M

Forward P/E: 52.84

ROE: 18.8%



GROWTH DRIVERS:
● Increase in consumer preference for cash and check payment 

alternatives
● Largest acquirer of merchant transactions in 2015 according to 

the Nilson Report
● “Payment Processing Value Chain”

○ Merchant Acquirer
○ Payment Network
○ Issuer Processor

RISKS TO RECOMMENDATION:
● Maturing market/slow growth
● Failure to realize proposed corporate tax cuts
● Discord from the Moneris USA acquisition 

VANTIV INC. BUSINESS ANALYSIS



● 2016 Net Income 34% growth 
from 2015

● Projecting 36% Net Income 
growth for 2017

● EPS has greatly increased since 
2014

VANTIV INC. FINANCIAL 
ANALYSIS



Stock Overview

Dell Technologies Inc. Class V is a tracking stock of 
VMware Inc. The shares were issued to help finance 
Dell’s acquisition of EMC, which held a stake in 
VMware. 

DVMT trades at about a 30% discount to VMware Inc.

As of today, minimal integration has occurred, but 
Michael Dell has signaled a large investment is eminent

 DVMT is less volatile than VMW, lower average 
volume

Recommendation: HOLD

Current SIM (%): 2.03%

Recommended SIM (%): 2.03%

Current Stock Price: $65.01

SIM Target Price: $69.57

Consensus Target Price: $67.50

Dividend Yield: N/A

Potential Upside: 7.07%

52 Week Price Range: $42.02 - $65.78

Market Capitalization: $13.5bn

Diluted Shares Outstanding: 208mm

Forward P/E: 29.57

ROE: -22%



VMW:
Valuation Summary



GROWTH DRIVERS:
● Reacceleration in revenue and earnings 

growth
● The discount to VMware is unjustified

○ Prices should converge overtime
● Dell’s oversight will bring opportunities
● VMware has successfully reinvented 

itself through new product and service 
lines

● Unique position in virtualization space

RISKS TO RECOMMENDATION:
● Concentrated market
● Highly cyclical business
● Lower-cost alternatives emerging



Overall Relative Valuation



RECOMMENDATION



Security Recommendation Current 
Weight

Proposed 
Weight

Change

Alphabet HOLD 4.23% 4.23% 0bps

Apple SELL 5.34% 5.00% -34bps

Cognizant Technology 
Solutions

HOLD 3.78% 3.78% 0bps

Microsoft Corporation HOLD 1.97% 1.97% 0bps

Vantiv BUY 4.36% 5.00% 64bps

Dell HOLD 2.03% 2.03% 0bps



QUESTIONS?



APPENDIX



MSFT:
DCF VALUATION



Alphabet, Inc. DCF Model



AAPL:
DCF VALUATION



CTSH:
DCF VALUATION



VANTIV:
DCF VALUATION



VMW:
Valuation Summary



VMW:
DCF Analysis



VMW:
DCF Analysis



VMW:
DCF Analysis



VMW:
Comparable Companies Analysis


