

	





Leading the News: Dell Computer Posts 31% Gain in Quarterly Profit 
Wall Street Journal; New York, N.Y.; Nov 15, 2002; By Gary McWilliams; 
Abstract:
Dell's fourth-quarter outlook wasn't as strong as some on Wall Street expected, and several analysts had predicted Dell would exceed third-quarter estimates.

"We're being prudent on the guidance," Senior Vice President James M. Schneider said in an interview. He said Dell expects to increase fourth-quarter shipments by 10%, in line with industry growth forecasts. Dell's profit could surpass its estimate if demand exceeds current expectations, he said.

Dell said third-quarter revenue for North and South America rose a combined 25%, Europe increased 14% and Asia was up 23%. In home PCs world-wide, Dell said sales jumped 35%.
Dell Computer Corp., continuing its strong gains, reported that fiscal third-quarter net income jumped 31% on a 22% increase in sales, but the company suggested the torrid pace might lessen in the remainder of the year.

The Austin, Texas, company reported net income of $561 million, or 21 cents a share, compared with $429 million, or 16 cents a share, a year earlier. Revenue grew to $9.14 billion from $7.47 billion on gains in home personal-computer sales and government and education markets.

The results for the quarter ended Nov. 1 were in line with the company's forecast in early October and with analysts' estimates.

Still, Dell shares gave up their gains in after-hours trading. After rising 89 cents to $30.94, a 52-week high, at 4 p.m. on the Nasdaq Stock Market, before the release of the results, they fell back to $30.05 in late trading.

Dell's fourth-quarter outlook wasn't as strong as some on Wall Street expected, and several analysts had predicted Dell would exceed third-quarter estimates.

The company projected fourth-quarter profit of 23 cents a share with revenue up nearly 20% to $9.67 billion. In the year-earlier quarter, Dell earned $456 million, or 17 cents a share, on revenue of $8.06 billion. Analysts forecast a profit of 23 cents, but slightly higher revenue of $9.71 billion, according to Thomson First Call.

"We're being prudent on the guidance," Senior Vice President James M. Schneider said in an interview. He said Dell expects to increase fourth-quarter shipments by 10%, in line with industry growth forecasts. Dell's profit could surpass its estimate if demand exceeds current expectations, he said.

Analysts had been nervous about Dell's fourth-quarter projection given Cisco Systems Inc.'s weak outlook, delivered earlier this month. Cisco said its sales would fall as much as 4% in the fourth quarter from the third.

"It's a relief given Cisco's caution," said Robert P. Anastasi, director of equity research at Raymond James & Associates.

While Dell's revenue gains have come from market-share increase, there is no sign of an overall pickup in corporate spending on computers. "It is still too early to call for an overall rebound," said Mr. Schneider. Demand "remains stable in the U.S. with some other regions experiencing softness," he said.

Dell said third-quarter revenue for North and South America rose a combined 25%, Europe increased 14% and Asia was up 23%. In home PCs world-wide, Dell said sales jumped 35%.

"It's a good quarter in a terrible environment," said Charles R. Wolf, a computer analyst at Needham & Co.

Dell's profit margins rose with continued unit increases and cost cutting. During the third quarter, Dell increased its gross margin percentage, a measure of profit after manufacturing costs, to 18.2% of sales from 17.6% a year earlier.

