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HARLEY-DAVIDSON, INC. 07/11/03

MG M

NYSE Recreationa

0.0

302.4 15.0 68.8

762.6 25.4 None

HDI

 FY 2003 Q1 (Ended 3/31/2003)

1,184.7 0.61

969.5 0.39

22.2% 55.7%
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5-YEAR POTENTIAL

EVALUATING RISK and REWARD over the next 5 years

PRICE-EARNINGS HISTORY as an indicator of the future

EVALUATING MANAGEMENT
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A

C ESTIMATED AVERAGE ANNUAL RETURN OVER NEXT FIVE YEARS

B AVERAGE YIELD OVER NEXT 5 YEARS

E PRICE TARGET (Note: This shows the potential market price appreciation over the next five years in simple interest terms.)

D UP-SIDE DOWN-SIDE RATIO (Potential Gain vs. Risk of Loss)

C ZONING

B LOW PRICE -- NEXT 5 YEARS

A HIGH PRICE -- NEXT 5 YEARS
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Average Total Annual Return Over the Next 5 Years
Average Yield
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Note: Results are expressed as a simple rate; use the table below to convert to a compound rate.

This combines price appreciation with dividend yield to get an estimate of total return.  It provides a standard for comparing income and growth stocks.

Assuming one recession and one business boom every 5 years, calculations are made of how high and how low the stock might sell.  The upside-downside ratio is the key to evaluating risk and reward.

This shows how stock prices have fluctuated with earnings and dividends.  It is a building block for translating earnings into future stock prices.

1993

13.6

23.0

1994

13.5

21.8

1995

13.0

22.2

1996

14.9

21.3

1997

15.7

20.7

1998

16.3

20.4

1999

16.3

22.7

2000

17.2

23.5

2001

18.8

24.6

2002

20.8

25.9

41.310 57.250 32.000

1998 23.8 12.5 0.69 34.5 18.1 0.080 11.6 0.6

1999 32.0 21.3 0.86 37.1 24.7 0.090 10.4 0.4

2000 50.6 29.5 1.09 46.3 27.0 0.100 9.2 0.3

2001 56.0 32.0 1.43 39.2 22.4 0.120 8.4 0.4

2002 57.3 42.6 1.92 29.9 22.2 0.140 7.3 0.3

Relative Value: 64.6%  Proj. Relative Value: 56.6%

HARLEY-DAVIDSON, INC.       (HDI) 07/11/03

17.9 UP

23.4 UP

137.9 187.0 114.4 46.9

27.6 37.4 22.9 9.4

30.2 19.5
Current P/E Based on Last 4 qtr. EPS [2.12]Proj. P/E [17.09] Based on Next 4 qtr. EPS [2.42]

Relative Value: 64.6%  Proj. Relative Value: 56.6%

26.237.4 4.08 106.9

16.822.9 1.431.92 24.0

27.6

32.0
0.160
0.006

25.0

20.7

106.9 20.7

Note: Ranges changed to 25%/50%/25%

86.2 21.5

20.7 42.2

42.2 85.4
85.4 106.9

41.310 Buy

106.9 41.310
65.6 3.2

41.310 20.7 20.6

106.9
2.588 258.8 158.8

41.310

0.160

41.310
0.004 0.4

3.14 10.49.4 32.7 0.8

41.310

158.8
31.8

0.8
32.6

P.A.R. Tot. Ret.
Average Yield 0.5% 0.4%

Annual Appreciation 16.3% 20.9%

% Compd Ann Rate of Ret 16.7% 21.3%
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Target Price Range
2006 2007 2008

HARLEY-DAVIDSON NYSE-HDI 44.15 19.4 20.9
24.0 1.16 0.4%

TIMELINESS 3 Lowered 3/28/03

SAFETY 3 Raised 9/6/91

TECHNICAL 5 Lowered 5/23/03
BETA 1.20 (1.00 = Market)

2006-08 PROJECTIONS
Ann’l Total

Price Gain Return
High 130 (+195%) 31%
Low 85 (+95%) 18%
Insider Decisions

J J A S O N D J F
to Buy 0 1 3 0 0 0 0 2 0
Options 0 0 0 0 0 0 0 3 0
to Sell 0 0 0 0 0 0 0 0 0
Institutional Decisions

2Q2002 3Q2002 4Q2002
to Buy 222 205 270
to Sell 210 238 205
Hld’s(000) 209677 210221 209284

High: 4.8 5.9 7.5 7.5 12.4 15.6 23.8 32.0 50.6 56.0 57.3 49.7
Low: 2.7 4.0 5.4 5.5 6.6 8.3 12.5 21.4 29.5 32.0 42.6 35.0

% TOT. RETURN 4/03
THIS VL ARITH.

STOCK INDEX
1 yr. -15.9 -16.0
3 yr. 11.5 -0.1
5 yr. 148.4 7.7

CAPITAL STRUCTURE as of 12/31/02
Total Debt $762.6 mill. Due in 5 yrs. $382.6 mil

LT Debt $380.0 mill. (15% of Cap’l)
All debt of Financial Services div.

Leases, Uncapitalized None
Pension Assets-12/02 $309.5 mill. Oblig. $567.2
mill.
Pfd Stock None

Common Stock 302,661,987 shs.

MARKET CAP: $13.4 billion (Large Cap)
CURRENT POSITION 2000 2001 12/31/02

($MILL.)
Cash Assets 419.7 635.4 795.7
ReceivablesE 629.2 118.8 108.7
Inventory (LIFO) 191.9 181.1 218.2
Other 56.5 730.0 944.0
Current Assets 1297.3 1665.3 2066.6
Accts Payable 169.8 194.7 227.0
Debt Due 89.5 217.1 382.6
Other 238.4 304.3 380.5
Current Liab. 497.7 716.1 990.1

ANNUAL RATES Past Past Est’d ’00-’02
of change (per sh) 10 Yrs. 5 Yrs. to ’06-’08
Sales 13.0% 17.5% 12.0%
‘‘Cash Flow’’ 24.0% 25.0% 14.0%
Earnings 25.5% 26.0% 15.5%
Dividends - - 16.5% 10.5%
Book Value 21.0% 22.0% 22.5%

Cal- Full
endar Year

QUARTERLY SALES ($ mill.)
Mar.Per Jun.Per Sep.Per Dec.Per

2000 681.1 755.0 714.1 756.2 2906.4
2001 767.3 850.9 850.8 894.4 3363.4
2002 929 1001 1135 1026 4091.0
2003 1114 1180 1330 1176 4800
2004 1255 1330 1500 1315 5400
Cal- Full

endar Year
EARNINGS PER SHARE B

Mar.Per Jun.Per Sep.Per Dec.Per
2000 .26 .29 .27 .31 1.13
2001 .30 .38 .36 .39 1.43
2002 .40 .47 .54 .49 1.90
2003 .61 .58 .60 .56 2.35
2004 .64 .66 .73 .67 2.70
Cal- Full

endar Year
QUARTERLY DIVIDENDS PAID C■

Mar.31 Jun.30 Sep.30 Dec.31
1999 .02 .023 .023 .023 .09
2000 .023 .025 .025 .026 .10
2001 .025 .03 .03 .03 .12
2002 .03 .035 .035 .035 .14
2003 .035 .04

1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000
3.10 2.74 2.84 3.04 3.30 3.65 4.01 5.00 4.51 5.06 5.79 6.75 8.10 9.62

.15 .16 .19 .23 .21 .28 .37 .46 .51 .66 .80 .98 1.26 1.59

.09 .11 .12 .15 .13 .19 .24 .34 .37 .48 .57 .69 .87 1.13
- - - - - - - - - - - - .02 .04 .05 .06 .07 .08 .09 .10

.08 .08 .08 .14 .17 .16 .18 .31 .38 .59 .61 .60 .55 .67

.28 .44 .56 .70 .84 1.11 1.07 1.40 1.65 2.19 2.71 3.37 3.84 4.65
221.12 276.32 278.65 284.32 284.64 303.08 303.97 308.63 299.54 302.68 304.65 305.86 302.72 302.07

6.0 6.7 8.2 9.1 17.9 19.0 20.4 18.3 17.5 21.6 21.4 25.2 32.4 36.5
.40 .56 .62 .68 1.14 1.15 1.21 1.20 1.17 1.35 1.23 1.31 1.85 2.37
- - - - - - - - - - - - .3% .6% .7% .5% .6% .4% .3% .2%

1217.4 1541.8 1350.5 1531.2 1762.6 2064.0 2452.9 2906.4
13.2% 12.8% 16.3% 18.0% 18.6% 19.4% 20.5% 21.0%

33.7 36.9 42.3 55.3 70.2 87.4 113.8 133.3
77.6 104.3 111.1 143.4 174.1 213.5 267.2 347.7

37.2% 35.7% 36.9% 37.0% 37.0% 36.5% 36.5% 36.6%
6.4% 6.8% 8.2% 9.4% 9.9% 10.3% 10.9% 12.0%
143.0 189.3 104.0 165.7 342.3 376.5 430.8 799.6

- - - - 164.3 258.1 280.0 280.0 280.0 355.0
324.9 433.2 494.6 662.7 826.7 1029.9 1161.1 1405.7

23.9% 24.1% 17.0% 15.6% 15.7% 16.3% 18.5% 19.7%
23.9% 24.1% 22.5% 21.6% 21.1% 20.7% 23.0% 24.7%
22.5% 21.6% 19.7% 19.1% 18.5% 18.4% 20.7% 22.6%

6% 10% 12% 12% 12% 11% 10% 9%

2001 2002 2003 2004 © VALUE LINE PUB., INC. 06-08
11.11 13.52 15.90 18.00 Sales per sh A 22.60
1.95 2.50 3.00 3.40 ‘‘Cash Flow’’ per sh 4.40
1.43 1.90 2.35 2.70 Earnings per sh AB 3.55
.12 .14 .15 .16 Div’ds Decl’d per sh C■ .22
.96 1.07 1.15 1.25 Cap’l Spending per sh 1.50

5.80 7.38 9.30 11.60 Book Value per sh 19.85
302.80 302.66 302.00 300.00 Common Shs Outst’g D 303.00

32.2 26.8 Bold figures are
Value Line
estimates

Avg Ann’l P/E Ratio 30.0
1.65 1.46 Relative P/E Ratio 2.00
.3% .3% Avg Ann’l Div’d Yield .2%

3363.4 4091.0 4800 5400 Sales ($mill) A 6850
22.4% 23.3% 27.0% 27.5% Operating Margin 28.0%
153.1 175.8 185 205 Depreciation ($mill) 260
437.7 580.2 720 820 Net Profit ($mill) 1075

35.0% 34.5% 34.5% 34.5% Income Tax Rate 34.5%
13.0% 14.2% 15.0% 15.2% Net Profit Margin 15.7%
949.2 1076.5 1395 1825 Working Cap’l ($mill) 3515
380.0 380.0 380 405 Long-Term Debt ($mill) 430

1756.3 2232.9 2805 3475 Shr. Equity ($mill) 6010
21.1% 22.3% 22.5% 21.0% Return on Total Cap’l 17.0%
24.9% 26.0% 25.5% 23.5% Return on Shr. Equity 18.0%
22.9% 24.1% 24.0% 22.0% Retained to Com Eq 17.0%

8% 7% 6% 6% All Div’ds to Net Prof 6%

Company’s Financial Strength B++
Stock’s Price Stability 75
Price Growth Persistence 95
Earnings Predictability 100

(A) Egs. and sales in ’95 restated for disc. ops.
(B) Prim. egs. through 1996, diluted thereafter.
Excl. extra. gains (losses) per share: ’87, 3¢;
’88, (2¢); ’89, (2¢); ’93, (36¢); ’94, 3¢. Excl.

Acctng. chrg.: ’93, (20¢). Inc. from disc. ops.:
’90, (3¢); ’96, 15¢. Nxt egs. rprt. due late July.
(C) Next div’d. decl. mid-June; Q3 div’d. goes
ex late June. Div’ds. paid about the 29th of

March, June, Sept. & Dec. ■ Dividend reinvest-
ment plan available.
(D) In mill., adj. for stock splits.
(E) From 6/28/98 incl. finance receivables.

BUSINESS: Harley-Davidson, Inc. manufactures heavyweight
custom and touring motorcycles and related products. Also owns
Buell Motorcycle (sport and performance motorcycles) and
Eaglemark Financial, a wholesale and retail finance unit. Sold
Holiday Rambler Corp. in 1995. Harley is the only major American
manufacturer of heavyweight motorcycles. Has over 1,000 dealers

worldwide. Foreign business is about 16% of sales; R&D, 3.4%. ’02
depreciation rate: 8.8%. Has about 8,500 employees. Officers &
Directors own 1.4% of stock; AXA Assurances I.A.R.D. Mutuelle,
9.7%. (3/03 Proxy). Chairman and CEO: Jeffrey Bleustein. Inc.:
Delaware. Add.: 3700 W. Juneau Ave., Milwaukee, WI 53208. Tele-
phone: 414-342-4680. Internet: www.harley-davidson.com.

Harley-Davidson continues to fire on
all cylinders. The motorcycle behemoth
registered earnings per share of $0.61 in
the March period, which was 22% above
our estimate. The outperformance was due
to strong bike sales, which climbed 17%
over the first quarter of 2002. Further-
more, the parts and accessories, and gen-
eral merchandise divisions generated im-
pressive results, fueled, at least in part, by
the 100th-anniversary celebration of the
company’s existence.
There appear to be few bumps in the
road for the next 18 months. Manage-
ment recently bolstered the company’s
2003 production target to 290,000 units, a
1,000 bike increase over its prior guidance.
Not only are unit shipments likely to in-
crease, but margins should trend upward
as well. This is mainly a reflection of price
increases, which averaged roughly 3.5% on
100th-anniversary models, and a product-
mix shift to higher-margined bikes. For in-
stance, shipments of V-Rods, a very profit-
able bike, increased from 4.9% to 6.6%
during the March interim. Too, we look for
the parts and accessories unit to benefit
from continued sales of 100th-anniversary

products in the June quarter. Although
this segment will realize little, if any,
centennial-celebration sales during the
second half of this year, we still expect
revenues to improve more than Harley’s
other divisions. Finally, the general mer-
chandise area, although likely to generate
a healthy top-line increase, is apt to be the
laggard for the rest of 2003.
The long-term outlook for Harley is
promising, although the company’s
torrid growth rate will probably slow.
One area that is worth watching is the
financial-services segment. This unit is
poised to post a 25% increase in operating
income in 2003, primarily a reflection of
loan sales, which have benefited from a fa-
vorable interest-rate environment. While
this unit should remain profitable going
forward, this year’s likely rate of ascent
appears unsustainable for the long pull.
Harley shares appear to be a solid
choice for the long road ahead. Conser-
vative accounts should note that the com-
pany would be susceptible to a prolonged
economic slump. We do not, however, envi-
sion such a scenario.
Alan G. House May 23, 2003

LEGENDS
26.0 x ″Cash Flow″ p sh. . . . Relative Price Strength

2-for-1 split 6/90
2-for-1 split 6/92
2-for-1 split 9/94
2-for-1 split 9/97
2-for-1 split 4/00
Options: Yes

Shaded area indicates recession
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