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The numbers for Circuit City look really good not only over the next few years, but also over the short term.  The recent stock price is $41 3/8 a share and the P.E. ratio is at 29.  Also the company beat earnings expectations last quarter and many people see the potential for Circuit City to beat Wall Street Expectations often.  Recently the company reported upbeat numbers with January sales revenue rising 15% and same store sales rising 9%.  Demand for the newer technology products continues to increase and Circuit City is reaping the benefits.  After reporting third quarter sales results in November, Circuit City’s CEO Richard Sharp stated, “ We continue to see strong growth in sales of big-screen television and products such as DIRECTV, camcorders, DVD and wireless communications, all of which represent newer technologies.”


Also the company seems to have its e-commerce strategy in place.  Last week the circuitcity.com site won the “Excellence in E-tailing” award presented by This Week in Consumer Electronic Magazine.  The web site offers more than 1,250 products for purchase and information on more than 2000 products.  With Internet shopping quickly gaining popularity, this is definitely a good strength for Circuit City to have.   In addition Circuit City has also increased its Internet presence by forming a marketing pact with America Online.  Under the terms of the deal AOL will piggyback on Circuit City advertising and in turn will make Circuit City a key fixture on its online shopping channels.

The company Circuit City has a lot of strengths without a distinct weakness.  The stock may be undervalued with the stock’s low P.E. ratio in comparison with its growth prospects. The stock is 12$ off it’s 52 week high and it could easily surpass this high in the next few months. Analysts and investment firms continue to remain positive on the stock.  Zack’s Investment Research, the source I used rates Circuit City as a strong buy and I would have to agree with that assessment.   Also last week Merrill Lynch raised it’s price target on the stock from 60$ to 80$.

With all the good news about the stock and its low P.E I think we should definitely hold on to the shares we have and maybe even buy more.  The stock is surrounded by optimism and its growth potential for sales in the high technology product is enormous.  

Significant Numbers

Price = 41 3/8

P.E. Ratio = 29

EPS = $1.26

5 Year EPS Growth Rate = 20%

52 week High = 53 7/8$

Dividend = .07

Beta = 1.45

