4th Quarterly report for Cognizant (CTSH)     

Date:
11 March 13, 2019
Percentage change in Sales from year ago quarter: 7.9
Percentage change in Earnings per Share from year ago quarter: $1.12 compared to $(0.02)
Is company meeting our target sales & earnings estimates? No but the annual average return since 201 is 11.3%. 
Pre-tax Profit on sales trend?   (up, even, down) Even.
Return on equity trends?  (up, even, down) Down
Debt?  (up, even, down) Down for now. March 2019 acquisition of Meritsoft although financial details of the transaction were not disclosed.
Current PE is 20.1.   

 Where does it fall in my estimated High/low range of PE's?  Low
Signature PE is 22.
Club cost basis for this stock is $36.98.                  Current price is $72.35.
      (from latest valuation)

Current fair value:  Morningstar: $85         S&P: $88 12-month target
                                    Narrow moat: switching costs
My SSG Total Return is 13.2%    Projected Average Return is 10.3%.
What will drive future growth: How well the company continues to expand in Europe and South America into digital technologies across all main 4 business segments in a competitive market. This is especially true for its largest segment, Financial Services, which represented 36% of total company revenues but grew only 2.8% this quarter. Of their 5 largest banking clients only 2 out of 5 did reasonably well.  Perhaps with the recent acquisition of Meritsoft, a privately-held financial software company based in Dublin Ireland, will help with recovery in banking. Meritsoft is best known for its FINBOS platform for post-trade processing, an intelligent automation solution for managing taxes, fees, commissions, and cash flow functions between financial institutions. Meritsoft products are currently used by five of the world’s eight leading investment banks.

 Additional comments: Also, there is a big change in senior leadership. Frank D’Souza, CEO since 2007 and company co-founder, and 25 years with the firm, is stepping down as of April 1, 2019 and will be succeeded by Brian Humphries. Mr. Humphries has been Chief Executive Officer of Vodafone Business PLc (Vodafone UK) since December 2018 and had been its Group Enterprise Director from February 1, 2017 to December 2018. He also worked at Dell. He is an outsider and more of a globalist. Lastly, Cognizant’s president, Rajeev Metha, will step as president effective 1 April 2019. We will see if bringing in an outsider is a good risk for Cognizant in the coming quarters.
Recommend:  Even though it’s barely in the Buy zone, this coming quarter may be soft as the company faces integrating Merit soft into their banking segment and faces management issues with a new outside CEO.   HOLD.
