First Quarterly report for Intel (INTC)


Date:
May 21, 2014
Percentage change in Sales from year ago quarter  1.5%   ._

Percentage change in Earnings per Share from year ago quarter  -6.5%      .
Is company meeting our target sales & earnings estimates?  No.  My growth projections are for 4.5% which I think is reasonable given the company is making strong progress in catching up with changing PC/mobile industry. While their profit fell in first Q, operating income in the Data Center Group rose 15% (52% of total). 
Pre-tax Profit on sales trend?   (up, even, down)  Down. For 2013 it was 24.4 and average is 27.8. Intel has been going through a major shift to supporting mobile devices and away from PCs.  They have massive R&E (unmatched in semi conductor industry) but also expensive. They are able to produce faster with more power-efficient chips at lower cost/unit.
Return on equity trends?  (up, even, down) Down but the return in 2013 was 16.1, an excellent number. 
Debt to Equity?  (up, even, down) Up but still only 22.6% 
Current PE is   14.2    .   

 Where does it fall in my estimated High/low range of PE's? Near the high (15); low is 12   .   
Signature PE =  18.3   .
Club cost basis for this stock is  $21.4467   .                  Current price is  26.20     .
      (from latest valuation)

Current fair value:  Morningstar:  $25.00   .         S&P:_$27.10     .
My SSG Total Return is   7.8%             .Projected Average Return is   5.7%          .
What will drive future growth
With the PC market stabilizing, some of the problems are behind Intel. The company has been realizing health growth for their Data Center Group (cloud computing, communications & storage). They also have expansion of cheaper chips for mobile devices and are gaining market share. The recent launch of new Core chips (called Haswell) and the Atom  system significantly improve competitiveness in mobile device market.  

Growing cash flows enable them to continue to raise dividend and repurchase stock.

Additional comments:  Growth the year ahead will continue be be slow (1% or less) but estimates are that growth will begin rising in 2015 to 3.1%. Manifest Investing is predicting over 4% growth long-term and Value Line has 4.5%. 

Intel's main competitor has been Advanced Micro Devices but their market share has dwindled from nearly 25% in 2006 to less than 3% today. With competition almost non-existent, Intel has managed to maintain a high price for products. However, we need to watch what Amazon and Google are trying to do with chip technology, tired or paying Intel's high prices.
Recommend: Buy More ____, Hold  X      , Challenge with a better investment______, Sell___
