4th_Quarterly report, 2019, for  CoStar Group (CSGP)_

Date:
Apr 8, 2020
Percentage change in Sales from year ago quarter______18.7%__________
Percentage change in Earnings per Share from year ago quarter___4.4%____________
Is company meeting our target sales & earnings estimates?  Yes – especially sales.
Pre-tax Profit on sales trend?   (up, even, down)  Even
Return on equity trends?  (up, even, down) Even, slightly up
Debt?  (up, even, down)  even – very low, almost 0
Current PE is __68.6______.   

 Where does it fall in my estimated High/low range of PE's?__Above  (Avg=59) _______
Signature PE =__59 (Manifest Inv. expects Avg PE to be 54)_______
Club cost basis for this stock is _ $580.92_______.      Current price is  $589.64 (as of 4/7/20)
      (from latest valuation)

Current fair value:  Morningstar:_ $612_   S&P:_N/A__ Value Line (med price next 12 mo): $647.
Nasdaq Consensus (next 12 mo): $695
My SSG Total Return is ___12.1%_____Projected Average Return is ___9.2%________
What will drive future growth:
From Value Line, Feb 2020: “CoStar Group, Inc., founded in 1987, is a leading provider of commercial real estate information, analytics, and online marketplaces. Properties include LoopNet, the most heavily trafficked commercial real estate marketplace on the Web (with over 10 million registered members), as well as the apartment resource sites Apartments.com, ApartmentFinder.com, and ApartmentHomeLiving.com. Has about 3,700 employees. Acquired Loop-Net in 4/12….Bottom-line growth appears poised to

decelerate in the coming periods. That’s because the company plans to step up advertising initiatives in an effort to grab an even larger slice of the multifamily pie. This spending uptick, along with costs associated with a recent beefing up of the salesforce (to better capitalize on cross selling opportunities), will probably weigh heavily on margins…. Further out, though, we see profit momentum

returning in a big way. …acquisitions, including the just-announced one for RentPath, owner of the ApartmentGuide.com, Rentals.

com, and Rent.com portals, should be garnering nice benefits. (CoStar has agreed to pay $588 million in cash for RentPath in connection with the latter’s Chapter 11 bankruptcy proceeding.) All told, we remain very bullish on the long term prospects…”
From Morning Star , Feb 2020: “Over the past several years, the company has continued to achieve impressive revenue and profitability growth. We think it is poised to continue this growth trajectory by taking share in the apartment search industry and upselling current LoopNet users to its CoStar Suite platform…. We assign CoStar Group a wide moat rating, with intangible assets, switching costs, and network effects allserving as moat sources. We view the CoStar Suite business as a borderline monopoly in that it has no true threats in terms of competition…”. 
“CoStar Will See an Interruption to its Impressive Growth Trajectory During the Coronavirus Crisis”
Bulls Say





Bears Say

*With homeownership rates declining in the U.S.,

* The coronavirus outbreak will derail commercial

the potential pool of renters who can use the


  real estate and with it CoStar's growth trajectory
Apartments.com and ForRent.com platforms is


* Emerging threats such as crowdsourcing and data

increasing.





  sharing arrangements will disrupt CoStar’s core
* CoStar Suite’s lack of genuine competition has

  business model.
allowed it to maintain high renewal rates and regular

* The increasing institutionalization and growth of

price increases provide it with a stable source of

   commercial real estate will draw a well-funded

growing revenue.





   competitor such as Moody’s or Bloomberg.
*Much of CoStar’s business model is easily

scalable, which should allow operating margins to

improve as revenue grows.

Additional comments: I think this is an excellent stock. It’s PE is high and price is volatile, but suggest adding to our position whenever price falls below $566/share.
Recommend: Buy More ____, Hold_XX________, Challenge with a better investment______, Sell___
