2nd Quarterly report, FY 2015 for Myriad Genetics

Date:
February 17, 2015
Percentage change in Sales from year ago quarter__(9.6%)
Percentage change in Earnings per Share from year ago quarter___(51.5%)______  

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)   Up
Debt?  (up, even, down) 
Down 
(MGYN continues to have no debt)
Current PE is __23.3.   
 Where does it fall in my estimated High/low range of PE's?_higher________

Signature PE =_16.35
Club cost basis for this stock is _$24.7133_______.                 Current price is _$33.60____
      (from latest valuation)
Current fair value:  Morningstar: $33. (may lower est.)         S&P:_$46.40____ VL: 35/50
My SSG Total Return is ___7.2%________Projected Average Return is ___5%________
What will drive future growth:
From Morningstar: “Myriad’s diagnostic tests are highly complementary. It can capitalize on tailored R&D and cross-sharing across its products… US health-care reform could be a boom to Myriad’s business with testing volumes as the number of insured Americans expands.”
Management report: MYGN focusing on 3 diagnostic markets: oncology, preventive care, and rheumatology. MYGN’s laboratory expansion to meet new demands for the myRisk cancer panels should even out and allow better customer-order turnaround. Co is integrating its purchase of Crescendo Bioscience, and its advanced blood test, Vectra DA, that assesses rheumatoid arthritis. Broader, MyRisk, panels are replacing BRAC analysis and Colaris tests. This quarter, myRisk sales were up 740%, and provided 52% of the quarterly income, while BRAC sales were down 56% and Colaris sales were down 53%.  Highlights for future business include European and FDA approvals for using BRAC analysis CDx tests to determine tumors and who may benefit from certain inhibitors. Additionally, a news report on Feb 17, announced that Myriad Genetics and BioReference Laboratories had settled their patent dispute, so litigation expenses and uncertainty should end.

However, management lowered its 2015 sales estimates from $800-$820M down to $730-$740M and EPS down to about $1.16-1.50/share.  These revisions are due to: a lag in obtaining private reimbursement coverage for Vectra DA, delays in Medicare reimbursement, lower profit margins on the myRisk tests, timing of certain contracts in the pharmaceutical and clinical services segment, and increasing competition.
During the quarter, Myriad Genetics repurchased $58M of outstanding stock, and management is authorized to repurchase $63 M more. This reflects management confidence but also (artificially) keeps MYGN stock price about $33/share. Morningstar assesses its Fair Value at $33/share, but may go lower.
Suggest holding this stock to see if the outlook improves next quarter.
Recommend: Buy More ____, Hold____X_____, Challenge with a better investment______, Sell___
