
COMPANY DESCRIPTION 

Cognizant Technology Solutions, a global IT services company, partners with clients 
worldwide to provide technology solutions to transform and modernize digital needs. 
Headquartered in Teaneck, NJ, Cognizant operates under four segments: financial 
services; healthcare; products and resources (retail, manufacturing, travel, energy); 
and communications, media, and technology.

Cognizant’s new CEO, Brian Humphries, recently joined the company from Voda-
fone Business, where he also served as CEO.

COMPANY HIGHLIGHTS AND FINANCIALS

Cognizant Technology Solutions focuses on transforming the current and ongoing 
digital needs of their clients. Their global consulting team works closely with clients  

to develop digital platforms and solutions to increase opera-
tional efficiencies, while securing and modernizing their busi-
nesses. Due to the integrated nature of their IT work, Cogni-
zant rapidly becomes engrained in client operations, making 
the costs of switching to a competitor high, and facilitating 
enduring client relationships.

Over the last five years, Cognizant led the industry in revenue 
growth, averaging over 12% compared to single digit growth 
for primary competitors Accenture and Infosys. This high 
growth combined with solid client relationships expedited  
their becoming a large player in the global IT services and 
consulting arena. 

VALUATION AND RISKS

Cognizant Technology Solutions is trading at a large discount 
compared to their historical operating performance. Investor 
concerns over the recent CEO leadership change, and slower 
near-term growth in their two largest segments (financial  
services and healthcare), weighed on shares. We feel this  

KEY POINTS

::  High switching costs  
allow for consistent  
operating performance

::  Healthy balance sheet

::  Diversified clientele with  
no one customer making  
up over 10% of revenue

::  Consistent returns on  
capital and free cash  
flow generation

::  Compelling valuations  
based on historical  
operating metrics and  
future growth projections
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is a short-term issue and presents an opportunity as the company has proven to 
operate at a high level, producing consistent growth over the long-term. Even with 
modest growth assumptions over the next business cycle, the company is trading at 
roughly a 20% discount to our fair value calculation. If our assumptions are incor-
rect, we believe this provides a margin of safety.

Risks that we will monitor going forward include growth in the overall IT consulting 
market, and Cognizant’s current upper management transition.

Weighing both potential rewards and risks, we are optimistic that Cognizant is a 
good long-term investment.

—Patrick Mason, Investment Analyst, Cairn Investment Group
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Cairn Investment Group and its affiliates (“Cairn”) produces Company Spotlight reports (“Reports”) for its clients and the 
general public. The Reports are impersonal and do not provide individualized advice or recommendations for any specific 
investor or portfolio. Investing involves substantial risk. Cairn makes no guarantee or other promise as to any results that 
may be obtained from using the Reports. Past performance should not be considered indicative of future performance. No 
reader should make any investment decision without first conducting his or her own research and due diligence. At various 
times Cairn may own, buy or sell the securities discussed for purposes of investment or trading. Cairn disclaims any and 
all liability in the event any information, commentary, analysis, opinions, advice and/or recommendations in the Reports 
prove to be inaccurate, incomplete or unreliable or result in any investment or other losses. 

The Reports commentary, analysis, opinions, advice and recommendations represent the then current views of Cairn, and 
are subject to change at any time. The information provided in the Reports is obtained from sources the author believes to 
be reliable. However, the author has not independently verified or otherwise investigated all such information.

This is not a solicitation or offer to buy or sell any securities. Cairn does not receive any compensation from any of the 
companies featured in the Reports. Any redistribution of the Reports or the information contained therein, without the 
written consent of Cairn is strictly prohibited.

ABOUT CAIRN INVESTMENT GROUP Cairn Investment Group is an independent fee only 
Registered Investment Advisor based in Portland, Oregon. Cairn staff has the experience and 
capabilities to serve our investors with a level of personal attention that only a smaller, independent 
company can provide. We pride ourselves on working in close contact with our investors.
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