4th_Quarterly report, 2022 for _CBOE_

Date:
Feb 1, 2023
Percentage change in Sales from year ago quarter___16%_____________

Percentage change in Earnings per Share from year ago quarter____-3.2%___________

Is company meeting our target sales & earnings estimates? No
Pre-tax Profit on sales trend?   (up, even, down)  Down  (from about 22%  in ‘21 to ~ 11% in ‘22)
Return on equity trends?  (up, even, down) Down (from about 15% in ’21 to ~ 7% in ’22)
Debt?  (up, even, down) Up (from about 28%in ’21  to 35% in ‘22)
Current PE is _54_______.   

 Where does it fall in my estimated High/low range of PE's?__very high_______
Signature PE =__27.2_______

Club cost basis for this stock is _$90.05___.                  Current price is ___$118,65___
      (from Mar 10, 2023)
Current fair value: Morningstar: N/A_ CFRA:_$125 in 12 mo_  Value Line $109-$171 next 18 mo


My SSG Total Return is _____4.3%____Projected Average Return is ___-.8%_______________
What will drive future growth
Note: Exchange trading firms, like CBOE thrive in market volatility, because investors are trading more frequently. Sales, top line, grew very well in volatile 2022. Earnings, however, have been hit by acquisitions, higher costs, currency headwinds, regulations.
Strategic Acquisitions  will  Fuel Growth and Expand Global Footprint. (from Value Line) Cboe completed acquisitions of ErisX (recently rebranded as Cboe Digital) and NEO during the second quarter, … the additions likely contributed 2%-3% to the top line in 2022. The exchange operator will probably invest heavily in its business and focus on rolling out new products and services to complement its current offerings. .. and (seek) other acquisitions to broaden its market and geographic reach. These high-quality shares offer limited investment appeal at this time. The stock has regained some ground over the past few months, and is ranked to perform in tandem with the broader market averages in the coming year. Nevertheless, the issue holds limited capital appreciation potential over the next 18 months and through the 2025-2027 time frame. On the other hand, CBOE’s below market score for Beta (0.85) and above average rank for Safety (2) may enhance the equity’s luster, especially for conservative investors. (Financial Strength =A)
From CFRA (March 2023)  Following strong revenue growth of 18% in 2022, we see growth slowing to 6%-8% in 2023 as volatility begins to moderate. We are encouraged by CBOE’s focus on recurring revenue (28% of revenue vs. under 27% in 2019) and expect recurring revenue growth to outpace transaction revenue in the long-term. In Q4, revenue growth of 17% was driven by the options segment (56% of revenue) with 35% revenue growth. Options market share improved to 34.1% from 31.1% a year ago, and the rate per contract jumped 25% to $0.248.  North American Equities (22% of revenue) rose 5% on elevated trading activity, while Europe and Asia Pacific (10% of revenue) fell 15% on negative FX and lower industry volumes. CBOE’s adj. operating margin deteriorated 340 bps to 61.4%, as expense growth continued its rapid ascent. With expense pressures expected to continue into ’23, we expect margins to continue to contract in upcoming quarters.
Our Hold opinion reflects our view that expense pressures will slow EPS growth in upcoming quarters. Additionally, we don’t expect the benefits of extreme volatility from 2022 to continue. We note that ’22 was in the top 20% of volatile years from a VIX perspective and therefore comps could become more difficult in 2023. This negative view is partly offset by expectations for market share gains as CBOE continues to provide market participants with greater product flexibility and market accessibility. Furthermore, we continue to see CBOE as a strong defensive play and note that during the panic of 1Q20 (stocks fell at the quickest pace in U.S. history), CBOE saw its earnings explode 49% higher as the firms countercyclicality was on full display
Additional comments:
Recommend: Buy More ____, Hold_________, Challenge with a better investment_X_____, Sell___
