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By @MarkRobertson Date 01-19-2011 08:25

Subscriber inquiry: "We can't figure out how the PAR published on MANIFEST for AFAM is so low

(3.6%).  Our stock study doesn't come near that low projected return.  The Fundamental Forecast is

using 10% sales growth, 8% projected net margin and an average P/E of 10x.  Possibly the low P/E

drives the low price appreciation ... resulting in a lower PAR?

By @MarkRobertson Date 01-19-2011 08:26 Edited 01-19-2011 08:38

Thanks for the question.  Could be coincidental, but I was already looking at this stock, Almost

Family (AFAM) looking back to when it served as "rocket fuel" for Steve Parham's winning entry in

Groundhog I.

We'll take a look at the Fundamental Forecasts, the milestones and an Equity Analysis Guide to

take a closer look at your situation.

By @MarkRobertson Date 01-19-2011 09:29

Sales Growth Forecast

Probably due to acquisitions ... but you don't want to pay a great deal of attention to anything

before 2008.  The clue is the number of shares ... check out the chronology.

This is a case where embedding the estimates for 2010 and 2011 "makes" the study ... because

you'd really have insufficient or potentially misleading trends without including the forecast period.

Note that sales for 2011 are modestly higher and that the 2011 EPS forecast is actually lower.
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By @MarkRobertson Date 01-19-2011 09:35

Profitability Analysis

Same holds true here ... an emphasis or focus on the last couple of actual annual results,

combined with a couple of forecasts, probably makes sense. 

By @MarkRobertson Date 01-19-2011 09:56

Equity Analysis Guide

American Family (AFAM) http://www.manifestinvesting.com/auth/boards/topic_show.pl?tid=4732;pg=1

2 of 3 1/19/2011 1:48 PM



Using a projected average P/E of 10x, the PAR is 3.7%.

S&P recently raised its fair value estimate for AFAM to $50.50 -- justifying an increased P/E

forecast.  You'll see that using a P/E of 12x and matching the projected net margin at 7.5% aligns

with the long-term analyst EPS forecast.
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