Cisco Systems Inc. (CSCO): F3Q26
First Take: Beat and raise on
networking with strong Al
hyperscale orders
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Bottom line: CSCO should trade higher on the beat &
raise, as well as strong orders performance (+35% yoy
v. consensus +14% yoy) underpinned by strong
hyperscaler Al momentum with CSCO increasing its Al
hyperscaler order F2026 outlook to $9 bn (v. $5 bn
prior) and Al hyperscaler revenue outlook to $4 bn (v.
$3 bn prior).
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In-quarter results also beat with better revenue driven
by Networking and gross margins of 66.0% at the
midpoint of company guidance.
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F4Q26 guidance beat on EPS and revenue though gross
margin guidance of 65.5-66.5% missed consensus of
66.7% likely on cost inflation.
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GS Forecast
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Revenue ($ mn) 56,654.061,556.465,919.4 69,775.
EBITDA ($ mn) 22,301.823,816.8 25,850.1 26,330.
EBIT ($ mn) 19,490.8 21,124.8 22,755.9 24,198,
EPS ($) 3.81 414 454 49
P/E (X) 15,5 240 219  20.
EV/EBITDA (X) 110 169 153 14
FCF yield (%) 5.7 3.4 5.0 5.
Dividend yield (%) 'BR 2 (%) 2.7 1.7 1.7 1.
:1;; debt/EBITDA (X) ' J#fa {5 /EBITDA 05 05 0.1 0.

1/26 4/26E 7/26E 10/26
EPS ($) 1.04  1.04 1.06 1.1

Source: Company data, Goldman Sachs Research
estimates, FactSet. Price as of 12 May 2026 close.
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CSCO's F3Q26 EPS of $1.06 beat GSe/consensus of
$1.04/$1.03 and guidance of $1.02-$1.04.
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= CSCO’s F3Q26 revenue of $15.8 bn (+12% yoy)
beat GSe/consensus $15.6/$15.5 bn and guidance
of $15.4-$15.6 bn with:
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e Networking revenue of $8.8 (+25% yoy) beat
GSe/consensus $8.3 bn/$8.4 bn.
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. Securlty revenue of $2.0 bn (flat yoy) missed GSe

$2.1 bn but was in-line with consensus $2.0 bn
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e Collaboration revenue of $1.0 (-1% yoy) missed
GSe/consensus $1.1 bn/$1.1 bn.
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e Observability revenue of $269 mn (+3 yoy) was
just below GSe/consensus $273/$276 mn.

AWM E WS 2.69 {ZE T (BlEEIEE
3%) , ER{ETF=EL/mizntiRFnHARY 2.73
12/2.76 {Z3ETT.

= Gross profit of $10.5 bn beat GSe/consensus
$10.3/$10.3 bn, with gross margins of 66% below
GSe/consensus 66.2%/66.2% and at the midpoint of
CSCO's guidance of 65.5%-66.5%.
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= EBIT of $5.4 bn beat GSe/consensus $5.3/$5.3 bn
with margins of 34.2% just above GSe/consensus
34.0%/34.0% and slightly above the midpoint of
CSCO's guidance of 33.5%-34.5%.
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= Product orders accelerated to +35% yoy (v. +18%
in F2Q26), with non-hyperscale orders up +19% yoy.
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= Buybacks of $1.25 bn was in-line with our estimate
of $1.25 bn and declined from $2.1 bn in the prior
quarter.
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CSCO's F4Q26 revenue guidance includes (1) revenue
of $16.7-$16.9 bn (v. consensus of $15.8 bn); (2) Non-
GAAP EPS of $1.16-$1.18 (v. consensus $1.07); 3)
GAAP EPS of $0.80-$0.85; (4) non-GAAP gross
margins between 65.5%-66.5% (v. 66.7% consensus);
(5) Non-GAAP EBIT margins between 34-35% (v.
34.4% consensus); (6) GAAP tax rate of ~16%; and (7)
Non-GAAP tax rate of ~19%.
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CSCO updated FY2026 guidance including (1) revenue
of $62.8-$63.0 bn (v. $61.2-$61.7 bn prior); (2) Non-
GAAP EPS of $4.27-$4.29 (v. $4.13-$4.17 prior); (3)
GAAP EPS of $3.16-$3.21 (v. $3.00-$3.08 prior); (4)
GAAP tax rate of ~15%; and (5) Non-GAAP tax rate of
~19%.

Exhibit 1: CSCO actuals vs. estimates
$ millions, except per-share data

CSCO Income Statement Q326 Q325
Actuals vs. estimates ($, mn unless specified of Actual Prior | A (S, mn) A (%) Actual yoy A (%)
Product Sales 12,117 11,822; 295 2% 10,374 17%
Services Sales 3,724 3,758 -34 -1% 3.775 -1%
Total Sales 15,841 15.580: 261 2% 14149 12%
Cost of Sales (non-GAAP) 5,383 5,260 123 2% 4,446 21%
Total Gross Profit (Non-GAAP) 10.458 10,320: 138 1% 9.703 8%
% margins 66.0% 66.2%: 0% 68.6% -2.6pp
Operating expenses (non-GAAP) 5.046 5.023: 23 0% 4823 5%
Operating Income (Non-GAAP) 5412 5,297: 115 2% 4,880 11%
% margins 34.2% 34.0%; 0% 34.5% -0.3pp
Interest Income 214 211 3 1% 250 -14%
Interest Expense =377 -370¢ -7 2% -403 -6%
Other Income (Loss) 242 -50i 292 -102 -337%
Gain/loss on equity investments (non-GAAP) 273 0 273 19 -1537%
Earnings before Tax (non-GAAP) 5218 5.088: 130 3% 4644 12%
Net income - recurring (non-GAAP) 4227 4121: 106 3% 3.831 10%
Net income - GAAP 3,373 2,882: 491 17% 2491 35%
Diluted EPS - recurring (non-GAAP) $1.06 § 104:§% 0.03 3% $0.96 11%
GAAP EPS $085 $§ 072:% 0.12 17% $0.62 36%
Diluted shares 3,982 3.980: 2 0% 4,002 0%
Networking 8.815 8.338; 477 6% 7.068 25%
Security 2,008 2,128i -120 -6% 2,013 0%
Collaboration 1,024 1.083: -59 -5% 1.031 -1%
Observa bility 269 273; 4 -1% 261 3%
Total Product 12,117 11,822; 295 2% 10,374 17%
Services 3,724 3.758i -34 -1% 3,775 -1%
Total Revenue (including Splunk) 15,841 15,580: 261 2% 14,149 12%

Source: Company data, Goldman Sachs Global Investment Research

Exhibit 2: CSCO actuals vs. estimates vs. consensus
$ millions, except per-share data

[Product Orders

Source: Company data Goldman Sachs Global Investment Research,
FactSet, Visible Alpha Consensus Data




