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Sun Microsystems

1. Are their numbers good?

      Current Price - $94.625 

EPS (estimates)              1999               2000
                                             $0.63              $0.89

Sun’s numbers the last few years have been great!  They have a fairly high P/E of about 105 based on 2000 EPS.  Their revenues and profits continue to grow year in and year out.  Their gross margin is shrinking this year to 52% because of competitive pricing in the industry.  Sun does however have no long-term debt with minimal short-term debt.

2. Who are their competitors?

Sun’s competitors are as follows:  Dell Computer Corporation, Hewlett Packard, IBM, and Compaq Computer.

3. What is their position in the industry?

Sun is the leading provider of servers and storage products.

4. What are their new products/services being offered?

Sun continues to capitalize on the network/internet sector.  They have come out with better workstations which are used for engineering applications.  A huge advantage of having workstations over PCs are that workstations can be easily networked together with a server and therefore are easier and cheaper for corporations to maintain and update.  Also, recently they have debuted something called a “stack” which is a complete package of software, hardware, storage, and service.  They do this through their amazing partnerships with great companies such as Oracle.  

5. What are some of their marketing strategies?

Sun’s marketing strategy is brand recognition.  Their advertising budget is huge.  They are on everything from television to billboards.  They have estabolished themselves as the go-to company for servers to run your e-commerce site.

6. Where do you think the industry is heading as a whole?

The next round for the internet is having every home and office in the world with a direct broadband connection to the internet always on, always accessable.  Sun is terrifically positioned for the next wave of networking.  They have dedicated tons of money to building better and faster servers with “massive scalability.”  These are designed to run web sites, deal with bandwidth, and handle the explosion of internet traffic.

7. What are the company’s strengths?

Sun’s strengths include reputation, cash, and innovation.  Due to their alliance with Oracle for e-commerce software which is pre-installed in all of their e-business servers.  Sun is the place to go if you need a server to run your new e-commerce site.  They have large amounts of cash available for R&D going forward.  Innovation is Sun’s middle name.  They have dedicated themselves to being one step of the game ever since their existence.  For example, they invented the workstation several years before corporations figured out that workstations could help increase productivity and drive down costs.

8. What are the company’s weakness?

Sun faces a few serious issues in the year to come including price cuts.  With the boom of networking and the internet, the industry has become saturated.  With saturation comes price wars and falling gross margins. 

9. What is your buy opinion in the next six months?

I would recommend Sun for the long term investor. Short term, the stock has run up and could be extremely volatile.  Also, seasonally there is a tech slow down that starts around the end February/beginning of March and goes through the summer, also known as the dead period).
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