	Quarter Report

Company Name:                                              Quarter Ending:                    Stock Watcher:

	1. Quarter Results: 

What was the % change in sales and EPS over the same quarter last year? What was the % change in the metrics specific to this company.  Is the company meeting our expectations on the SSG?  If not why not? (The press release or 10Q will provide the % change and some of the metrics. The conference call should provide the rest.)
	


	2. Hot List Items:
Hot List Items are positive or negative situations you are watching on this company. Other than Sales & EPS, did this quarter produce anything that would add, update or cause you to delete anything from your current hot list?  Are there any positive or negative situations brewing that could affect our return?    
	


	3. Management/Analyst Guidance:
Did management give any future guidance for sales or EPS on the conference call?  Is there any change in the guidance from Value Line, Yahoo or Morningstar from last quarter? (See Value Line Annual Rates box for sales & Earnings; see Yahoo’s 1- and 5-year EPS growth estimates; and read the latest Morningstar analysis for changes.)
	


	4. Changes to the SSG:
Are there any changes to the company or industry that would cause us to change our judgments? (News alerts and the conference call should shed some light.) List any changes to the SSG that you would recommend to the club, and why.
	


	5. Relevant News: 

Did anything meaningful come from the conference call, earnings report, or analyst reports or news articles? (Use the back of this form for overflow.)
	


	Overflow Notes: (Please number them based on sections on page one:
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4th Qtr Sales Increased 10.3% to $13.4B (up 13.4% to $53.8B for the fiscal year ended 08/31/2007)


4th Qtr Earnings Decreased 3.8% to $397M (up 16.6% to $2.04B for the fiscal year ended 08/31/07)


4th Qtr Diluted EPS Decreased 2.4% to $0.40 (Net EPS up 18.0% to $2.03/share)


4th Qtr Same Store Total Sales Increased 6.3% (up 8.1% for the fiscal year ended 08/31/07)


4th Qtr Same Store Front End Sales Increased 6.1% (up 5.8% for the fiscal year ended 08/31/07)


33rd consecutive year of record sales and earnings


Net gain of 536 new stores in Fiscal 2007 (Total 5,997 stores)


Acquired Option Care Inc (a national specialty pharmacy and health care service) in August for $850M


















































Quarter negatively impacted by:


Lower generic drug reimbursements


Selling, Operating and Administrative Expenses increased to 23.48% of Sales


LIFO increased due to higher than expected inflation in pharmacy inventories


3 Part Strategy for Growth in Fiscal 2008


Continue to ‘Grow Stores’, plan to add 550 stores in Fiscal 2008


Expand into adjacent sectors of pharmacy and health care service


Increase Front End Sales by driving customers through new services such as printer cartridge refills or convenient care clinics











Profits from generics are high for the first 3 to 6 months after they are introduced but then the profit margins are greatly reduced by what insurers will pay.


Est FY2008 EPS lowered to $2.21 (from $2.37)


Est FY2009 EPS $2.41 ((assumes 11% Sales Growth and a small decrease in Operating Margin)


5 Yr Growth Rate Estimate 14%


FY2008 Dividend $0.38 (Est)


FY2009 Dividend $0.42 (Est)





The industry may be heading into a different period as the high generic profit margin begins to roll off.


4th Qtr results just announced (10/01/07) – not many analysts’ estimates have been updated yet.





Fiscal Year 2007 Stock Repurchase – 15.5B shares at a cost of $688M


Fiscal 2008 planned capital expenditure of more than $2B, for new stores, technology and a new distribution center


Take Care Health Systems (wholly-owned subsidiary of Walgreen Co that manages the clinics) is opening clinics in 9 new markets this fall with up 100 new Take Care Health Clinics this fall.





General consensus is that Walgreen Co is a well managed company.  They are reacting to their expenses getting high last year and are addressing this.  There is also some concern about competition from CVS Caremark, as the net result of that merger has not yet been fully determined.


Argus is rating Walgreen a BUY with a target price of $53.00








