1st Quarterly report for Cognizant (CTSH)


Date:
10 June 2019
Percentage change in Sales from year ago quarter 5.1%
Percentage change in Earnings per Share from year ago quarter -12.5%
Is company meeting our target sales & earnings estimates? No
Pre-tax Profit on sales trend?   (up, even, down) Down
Return on equity trends?  (up, even, down) Down
Debt?  (up, even, down) Down
Current PE is 18.1.   

 Where does it fall in my estimated High/low range of PE's? Low
Signature PE = 22
Club cost basis for this stock is $36.98.                  Current price is $63.03
Current fair value:  Morningstar: 85        S&P: 70
My SSG Total Return is 14.4                Projected Average Return is 11.4
What will drive future growth: Cognizant’s poor first quarter performance was due to weaknesses in the Financial and Healthcare verticals which accounted for 65% of revenue in 2018. Both these businesses have had significant investment and M&A activity. To drive future growth these two business segments must immediate turnaround but with a new CEO, effective 1 April 2019, I don’t expect this to happen in the next quarter or so. Brian Humphries is an outsider from Vodafone and should bring a needed more global perspective to the company. My understanding is that his previous experience will help with Cognizant’s target growth areas of cloud computing, cybersecurity, and other aspects of digital enablement, as the company reduces reliance on traditional IT outsourcing. His timing is poor but he has to quickly to familiarize himself with key customers, vendors and employees, as well as the company’s key processes and systems, all while addressing deteriorating conditions in Cognizant’s two most important end markets. 
Recommend:  HOLD now but not for long.
