First Quarterly report for Applied Materials 
Date:03/05/2019
Brief Profile of the Company:- 
Applied Materials is one of the world's largest suppliers of semiconductor manufacturing equipment, providing materials engineering solutions to help make nearly every chip in the world.

Several of the companies in the semiconductor group have lowered their forward earnings guidance as a result of softening customer spending.

Still, VL (Value line) like this sector for the long haul with record earnings probable for most if not all, of the companies in this group out to 2021-2023.

Percentage change in Sales from year ago quarter     -10.7%.
Percentage change in Earnings per Share from year ago quarter 515.4%
Is company meeting our target sales & earnings estimates?  No
Pre-tax Profit on sales trend?   (up, even, down) UP
Return on equity trends?  (up, even, down) UP
Debt?  (up, even, down) UP [ See Value Line 44% of the capital and has 17.1X the total interest coverage]
Current PE is 9.9%
 Where does it fall in my estimated High/low range of PE's? Low end of the P/E.
Signature PE = 34.5
Club cost basis for this stock is $34.38.  Current price is $39.08.
      (from latest valuation)

Current fair value:  Morningstar: $49.    S&P: 12 month target price is $41.
My SSG Total Return is 17.9%.            Projected Average Return is 13.8%.
What will drive future growth –
Long Term

There is a  broadening demand for Integrated circuits beyond PCs and mobile phones ought to drive growth in the semiconductor industry.
Cloud computing, Big data, Artificial intelligence and automotive industrial applications require more computing power, better storage and faster networks.  

Big data in particular, with its collection, storage and analysis of information has the potential to affect many industries.

This will result in strong demand for demand for memory and logic chip.
Conclusion

The outlook for these companies for the near term may be cloudy, the long term growth looks solid. Most companies in this group have the potential for considerable earnings and solid growth.
Additional comments: 

CFRA:-  We see sales declining 16% in FY 19 (Oct.) but rising 10% in FY 20 after a 19% increase in FY 18.
AMAT had $5.3 billion in cash and investments and $3.6 billion remaining in its share buyback authorization at the end of January. We note AMAT used $750 million in share repurchases in the January quarter.

While we have seen a sharp decline in semiconductor system orders in recent quarters, almost entirely due to softness on the memory side, we see a recovery in orders during FY 20.

We see higher investments in China supporting long term growth. Risks to our recommendation and target price include greater competitive threats and a slowdown in the global economy, which could weaken demand for chips and increase pricing pressures. Our 12-month target price of $41 is based on a near-peers P/E of 11x our calendar year 2020 EPS estimate. We believe AMAT can take share over time and note increasing demand from trailing node geometries. While valuation appears attractive, we think cyclical risks are high.

MorningStar –

Applied Materials reported fiscal first-quarter results consistent with expectations while painting a dreary picture for 2019, as memory investments will be considerably lower during the year. Our fair value estimate of $49 per share incorporates our view that the wide-moat firm’s top line will decline in the low double digits in fiscal 2019. 

Value Line:- Prospects for fy 2019 appears challenging. It is expected to rebound in the second half of 2019.

Recommend: Buy __________, Hold__X_______, Challenge with a better investment______, Sell___
