Retail Store Industry Study – Part Two

After getting familiar with the industry, learning what characteristics are important to consider, and reviewing the SSGs of the companies we have to choose from, it’s time to choose the stocks for our in-depth study.

Choosing a Study Method:

Our Options during the meeting will be:

1. Everyone take a stock to study

2. Team up and only choose one stock per team

If teams are chosen, the teams will divide up the work and each member will do their due diligence.  Teams can communicate through the telephone and email.  It might be good if members email their part to one member, who can pull the report together in one word document.

Following a Report Format:
The reports don’t have to be long and involved.  Just do your due diligence!  In order to make sure we are all providing similar information on these companies, let’s follow the format below:

Company Review:
Read the company’s 10K business section and Management’s review online, to develop a good understanding of the company’s history, business model, it’s product mix, and it’s customer demographics, etc.  Write 1, 2, or 3 paragraphs about what you’ve learned.  Include any significant news and/or situations that differentiates this company from the others. (Don’t limit this to JUST the 10K!)
Business Outlook:


Provide one paragraph (or a bulleted section) that covers each of the following:

What are the positive influences that affect your company?  

What are the negative influences that affect your company?  

What are the future drivers of growth?

Ratio Comparison to Competitors:

Using the following tools to compare your company:
From the SSGs (compare only the finalists in our study):

· 5-year Sales

· 5-year Pre-Tax Profit

· 5-year EPS

· Debt/Capital

· Signature P/E (Section 3, Line 8, 5-year average)

· Relative Value

· Upside Potential

· Total Compounded Annual Return

(Time Saver Hint:  Download everyone else’s company SSGs and just do a Comparison Guide.  It’ll all be on one page!!  Use Value Line’s Sales & EPS estimates on the “other” companies to save time.  We’ll have a final that includes everyone’s final SSGs at the meeting.)
From Value Line (Compare only the finalists in our study):

· Insider Ownership

· 5-year store growth (2001 minus 1996, div. by 1996)
· Value Line’s projected store growth 

(Far right column: 05-07 figure minus 2001, div. by 2001)

· 20001 Net Margin

· Are they buying back shares over the years? (yes or no)

· Financial Strength rating

· Earnings Predictability rating

(If you find a problem with your stock, try to find the problem)

Judgments on the SSG:

Write a paragraph about what, how and why you chose your judgments on the SSG.  That includes sales and EPS on the front, and P/E ratios and low price on the back.  What sources did you use to choose your numbers?  If you are estimating higher or lower ratings than the analysts, explain why?

Results and Recommendations:

What are the results of the SSG…At today’s price of $___, what is the Relative Value, Upside ratio and Compounded Total Return?  Do you recommend that we buy now, buy at a better price (what price?), or dump the company due to unattractive fundamentals?
Completing the Assignment

Complete your report and SSG, and upload them to our website NO LATER than November 5th.   This will give everyone a chance to print and study them.  We will be discussing the differences and making our final decisions at the November meeting. (That will allow us to conclude our stock studies for the year)
How to Export an SSG to your Desktop
You cannot export an SSG from Toolkit directly to the Net or an Email.  You must first Export if from Toolkit to your harddrive.  I prefer to send them to my Desktop.  Here’s how:

Open Toolkit;

Click on File (very top left);

Click on Export Data;

Double-Click on the company you want to Export;

Click Export (at the bottom);

When the Destination box appears, find and double-click on your Desktop;

Click OK.  It’s on your Desktop now. 

How to Upload files to our Website

Go to our website at www.bivio.com/crowriver;


In the Bivio ribbon at the top, click on Communications|Files;

Click on the Retail Industry Study Folder;

Follow the November Assignment folder across to “Upload” and click on it;


On the next screen, click on Browse;


Find your report on your harddrive and double-click on it;


Ignore the “Name” box.  It will use whatever name you gave the file;


Click OK.


Now do the exact same thing with your SSG file.
How to Download Reports from our Website

Go to the Files page and open the November Assignment folder;


Right-click on any file;


Click on “Save Target As”;


When the destination box appears, find and double-click on Desktop;


Click Save.

Related Reading Material

There are some excellent articles that explain the importance of comparing sales to accounts receivable and inventory.  These are basic balance sheet calculations that we need to learn.  This study is a great opportunity to put the inventory portion to practical use.  Please read the following articles.  They are in the November Assignment folder.
· Regina, Cleaning Up or Getting Cleaned Out (NAIC circa October, 1989)

· Confessions of a Safeskin Buyer (NAIC article on why we do our due diligence!)

· Safeskin’ Lessons: Being Safe, Not Sorry (Fool article referenced in the prior article)

· Investigating Inventory (Very basic article provided by the Motley Fool)

Good Luck!
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