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Logic Price-to-Earnings 

Cisco Systems Inc (CSCO) beat on earnings and revenue in the second quarter ended January 23, pushing 
shares higher in the premarket and price-to-earnings ratio at 13.13 late Thursday. The networking 
equipment maker also increased its quarterly dividend to 26 cents a share and upped its $97 billion stock 
buyback program by $15 billion. 

Cisco is buying Jasper Technologies Inc for $1.4 billion in cash in a move to help its customers connect, 
automate and manage billions of Internet-connected devices ranging from cars to jet engines to implanted 
pacemakers. 

Revenue, excluding service-provider videos and customer-premises equipment, rose 2% to $11.8 billion 
compared to $11.6 billion in the same quarter a year ago. Net income rose to $3.1 billion or 62 cents per 
diluted share, compared to $2.4 billion or 46 cents per share a year earlier. 

In the routers business Cisco had revenues up 5% to $1.85 billion in the second quarter. Revenue in the 
switches segment fell 4% to $3.48 billion. About security, or the provision of firewall protection as well as 
intrusion detection and prevention systems, sales surged 11% to $462 million. 

Equities to Watch 

Prudential Financial Inc (PRU) trades at price-to-earnings of 7.80 through February 12. The insurance 
company of New Jersey got hurt by higher spending so posting a 12% revenue decline in the fourth 
quarter, yet less than Wall Street had expected. Shares fell 2.4% in after-hours trading to $62.51 late 
Wednesday, February 10.   

Prudential has annuities, retirement-income and asset-management businesses. Growth year-over-year 
was eclipsed by lower contribution from individual annuities, weaker earnings from the individual life 
segment and group insurance. Net income was $735 million or $1.60 per share after a loss in the same 
period a year ago. Revenue came in at $11.73 billion compared to $15.8 billion last year. 

Government securities of growing popularity, in view of the Fed’s rate hike in December 2015, are 
comprised in mutual funds such as: American Century Government Bond Investor (CPTNX), BNY Mellon 
Short-Term US Government Securities M (MPSUX), and Hartford US Government Securities HLS IA 
(HAUSX). 

Gannett Company Inc (GCI) could report lower fourth-quarter profit in view of recently merging with 
Journal Media Group Inc (JMG) of Milwaukee, Wisconsin. 

Gannett appointed a new vice president of digital revenue at its core publication USA TODAY. The 
newspaper’s webpage with advertisements by Adobe Systems Inc (ADBE) kicked off the Super Bowl 
season Monday with a record-breaking 65 million views. This is the highest number of page views in a 
single day, with the previous record being 59 million on January 11, 2016. 

The site network, including video views, had its highest number of unique browsers, 10 million on 
desktop, mobile and applications combined, compared to the highest previous of 9.1 million on February 2, 
2016. 



High-wealth investor Carl Icahn lowered his state stake in Gannett to less than 5%, according to a filing 
with the Securities and Exchange Commission. Icahn presently holds a 4.66% stake. Shares fell to $15.76 
Wednesday, February 10. 

CBS Corp (CBS) is showing clear survival signs given the media company posted a 6.2% increase in fourth-
quarter total revenue to $3.91 billion since last year. Growth in both (1) network advertising and (2) 
international television productions had marginal increases, according to timing and frequency of political 
ads.  

Net income from continuing operations fell to $251 million or 53 cents per share, compared to $402 
million or 77 cents per share a year earlier. Excluding items the company earned 92 cents per share.  

ESPN Inc has been “a drag” on The Walt Disney Co’s (DIS) earnings in the past quarter. The sports TV 
network owned by Disney and Hearst Corp has gotten out early from an exclusive advertising relationship 
with DraftKings Inc of Boston, as daily fantasy sports companies face legal and legislative pressures.  

Disney is planning to bring "Frozen" to Broadway. Shares moved up $1.46 or 1.64% to $90.31 late 
Thursday, February 11.  

The media and entertainment group said revenues in the fourth-quarter ending in December surged 14% 
from a year ago at $15.24 billion. Net income soared 32% to $2.88 billion or $1.73 per diluted share 
compared to $2.18 billion or $1.27 per share a year ago. 

Zynga Inc (ZNGA), the creator of the “Farmville” online game, warned on its coming earnings outlook 
after the company sustained revenue in the fourth quarter ended in December. Sales rang $182.1 million or 
slightly below $182.35 million in the same period last year. Shares hit an all-time low of $1.78. 

Since Zynga and Facebook Inc (FB) ended partner relations, the game maker has reported a drop in 
monthly active users for the sixth consecutive quarter. With a market cap of $1.69 billion Zynga plans to 
release one new game in the current quarter, then up to 10 new games in the full year. 

Zynga went public in December 2011 at the price range of $10 to $9.50 per share, but declined 31% in the 
12 months after its IPO. Better ranked peer video game publishers are Activision Blizzard Inc (ATVI) and 
Electronic Arts Inc (EA). Activision is in the process of purchasing mobile game publisher King Digital 
Entertainment plc (KING). 

Beverages  

Belgium beer brewer Busch InBev SA NV (BUD) is raising funds to buy SABMiller plc (SAB.L) for 
approximately $103 billion. The two companies plan to sell the Peroni and Grolsch brands to Japan's 
Asahi Kasei Corp (3407:JP) for $3.5 billion. Asahi makes synthetic rubber, chemicals and fibers; it also sells 
consumer products.  

SABMiller is going to close its only brewing operation in Sudan, cutting 176 jobs by the end of March.  

The London-based brewer yet beat analysts’ revenue estimates on growing demand in Africa and Latin 
America. Revenue from sales in North America fell by 1% in the three months through December. Net 
producer revenue jumped 7% as organic lager volume rose 3%.  



PepsiCo Inc (PEP) reported fourth-quarter earnings the matched expectations and revenue that beat 
estimates. The soft drink giant increased its dividend, but warned on full-year profits. Shares at $96.90 
need more pushup from international expansion toward more favorable price-to-book ratios.  

It has been difficult for U.S. conglomerates to extract value from businesses in debt-burden countries like 
Brazil and Venezuela. Meanwhile PepsiCo drinks and snacks units in North America sold better in the 
fourth quarter bringing profits up 31% to $1.72 billion.  

Earnings helped by cost cutting came to $1.06 per share. The company expects full-year earnings to be 
$4.66 per share, lower than $4.79 polled by Wall Street. 

Zacks.com 

Companies with bargain price-to-earnings on the watch-list are Cooper Tire & Rubber Co (CTB), Delta 
Air Lines Inc (DAL), First Data Corp (FDC), Goodyear Tire & Rubber Co (GT), and NueStar Inc (NSR), 
reminds data research firm Zacks.com.  

Safer Bets 

Equity recovery and profits are expected from housing companies such as Hooker Furniture Corp 
(HOFT), LGI Homes Inc (LGIH), Norcraft Companies Inc (NCFT), and PGT Inc (PGTI). Like many 
more in the sector, home builders and REITs survived the 2011 from 2008 trading downturn. 

The U.S. mortgage debt outstanding through December 10 last year is $1.54 trillion pointing to hefty 
business activity. The debt comprises (1) four property types: one- to four- family residency, multifamily 
residency, nonfarm and nonresidential, farm (2) holders like financial institutions, federal and related 
agencies, (3) mortgage pools or trusts, and (4) individuals and others. 

The U.K. is £1.457 trillion in debt through January 8, 2016. Over 11,000 homes were sold in England in 
2014 from 2013, more than treble the number sold in 2012 from 2011. There have been lucrative discounts 
allowing more tenants to buy and reverse property mortgages. The past thirty years overall are more 
beneficial to social tenants and their rights. 

Specific REITs did not offer upside potential given the low interest rates over the past year, but will the 
rankings shift now that the government has thrown the notion of “negative” interest rates, and possibly 
reversed debts or exemptions?  

Balance may turn around upon closer look into American Assets Trust Inc (AAT), American Campus 
Communities Inc (ACC), Ares Commercial Real Estate Corp (ACRE), Cyrusone Inc (CONE), CYS 
Investments Inc (CYS), Five Oaks Investment Corp (OAKS), National Health Investors Inc (NHI), 
Pebblebrook Hotel Trust (PEB), Piedmont Office Realty Trust Inc (PDM) and RLJ Lodging Trust (RLJ). 

Statistics 

Homeowners have about 25% equity in the properties, Bloomberg said. The government backs 70% of new 
mortgages with banks taking the rest plus high-quality loans too large for U.S. programs.  

The average credit score is 687 through August 2015, compared with 620 at taxpayer-backed companies 
like Fannie Mae (FNMA) and Freddie Mac (FMCC). Southern states typically report lower scores. The 



credit score went down to 604 at Ameriquest Mortgage Co in 2006 but after extracting cash from home 
equity and sponsoring the Super Bowl halftime show in 2005, the company went out of business. 

Information services firm Experian plc (EXPN.L) examines the scale of three million credit profiles with 
scores ranging to 830 from 330. Minnesota tops its most recent list with the 718 average. Equifax Inc 
(EFX) and non-quoted Callcredit Information Group also provide credit scores.  

Peer companies are Automatic Data Processing Inc (ADP), Insperity Inc (NSP), Paychex Inc (PAYX), 
TransUnion (TRU), and TriNet Group Inc (TNET). Visa Inc (V.N) of San Francisco and operations 
worldwide holds 1% in mobile payments company Square Inc (SQ.N) based on a 2011 investment.  

PayPal Holdings Inc (PYPL) is growing faster than the bigger peers in the industry. Revenue increased by 
18% over the last five years and operating income jumped by 26%, compared to Visa’s 8.6% and 9.82% and 
MasterCard Inc’s (MA) 11.33% and 13.16%, respectively. PayPal was spun-off in June 2015 from eBay Inc 
(EBAY). 

American Express Co (AXP), Apple Pay (AAPL) and Discover Financial Services (DFS) are also 
competitors. 


