Quarterly report for      Sysco              4th Quarter   
       Date:
   9-18-12     
Percentage change in Sales from year ago quarter          5.9%       .
Percentage change in Earnings per Share from year ago quarter     -8.8%    .
Is company meeting our target sales & earnings estimates at bottom of p. 1 of SSG? No. Estimated is 6%
Pre-tax Profit on sales trend?   PTP is even with average at 4.7%  
Return on equity trends?  ROE is down with average 23.8% and 2012 being 23.8%
Debt?  Debt/Equity is down slightly; 2012 was 58.8%  .
Current P/E ratio is    16.1    .  

 Where does the P/E fall in my estimated High/low range of PE's?   Lower half: 15/16.1/19   .
Signature PE is   18.55   ;   Ellis Traub P/E is 15.3   .
Club cost basis for this stock is    $29.2633   .                  Current price is    $30.59    .
Has stock met S&P's 12-month target price from a year ago?  No. Year ago estimate from S&P was $32.00. The current estimate from S&P for 12-month price is $31.00.
Current fair value:  Morningstar:   $36.00      .        S&P:   $26.90     .
My SSG Total Return is       11.8%          Projected Average Return is      9.6%       .
What will drive future growth?

· The firm's supply chain initiatives should allow Sysco to consolidate inventory and negotiate more favorable procurement terms with suppliers. 
· Because of its continued emphasis on stringent cost management, Sysco has realized returns that are about 3 times the level of its peers. They are utilizing their sizable cash hoard to construct new facilities. The upcoming plant additions will be located in Long Island, Boston, and central Texas, as well as Lincoln, Nebraska. These sites will allow it to shut down current operations in Austin and San Antonio. Consolidating such activities should lower costly overhead and allow for expansion into untapped markets.
· Although operating margins only amount to about 5%, Sysco has generated returns on invested capital (including goodwill) of about 18% on average during the last fiveyears.
· They have a diversity in their customer base, as no single customer accounts for more than 10% of  consolidated sales.
Additional comments: 
· Value Line considers to be unfavorably ranked for year-ahead price performance.  However, it carries above-average capital appreciation potential over the 3- to 5-year time horizon and has an attractive, well-covered dividend yield.  It still trades at an appealing discount relative to its historical price-to-earnings multiple.
· Erratic changes in energy prices, which affect packaging and distribution costs for Sysco, as well as volatile input costs are proving to be a major headwind for foodservice distributors. S&P expects gross margin pressure from food cost inflation and fruel costs to accelerate into next year half of the year Longterm, the multi-year program of integrating their software system is expected to result in a negative impact from these unstable prices. 
· Given that about two thirds of Sysco's sales result from the restaurant sector, we don't expect volume pressure to abate over the near term, as today's consumer still remains fragile.

Recommend: Buy More ____, Hold     X        , Challenge with a better investment______, Sell____.

