EPS Estimates using forward earnings


EPSEstLTM.xls is a spreadsheet to calculate estimated EPS over the next 12 months using analyst estimates of EPS at the end of the current and next fiscal years.

Column E in Toolkit's PERT shows the forward EPS as calculated by TK.  TK takes the trailing eps and, based on your projected growth rate, estimates what eps will be 12 months forward.  

     TK also provides the option for the user to enter the analysts' estimate of where eps will be in a year.  Using Zacks you can figure out that estimate as follows (I think I got the example from Ralph Seger at some point, so I'm just using it here rather than reinventing the wheel):  

"Assume it’s February 2004 and a company’s fiscal year ends in May, three months later.  It’s another nine months from May 2004 to February 2005.  Assume the EPS estimate for the fiscal year ending May 2004 is $1 and the estimate for the fiscal year ending May 2005 is $1.17.  The calculation goes as follows:  3/12 x $1.00 = .25; 9/12 x $1.17 = .88.  12 month estimate = .25 + .88 = 1.13."   
So in Toolkit, with the PERT report opened, you would click on options/enter estimated eps. (First you have to choose "enable advanced PERT estimates in the preferences).  Highlight a stock at the bottom of that screen, choose "user" instead of "calc" and enter the new estimate, date and source.  In Column E you will see TK's calculated eps crossed off and replaced by your user estimate.  Now all of the offensive valuation calculations, columns R, W, Y and Z will be based on the user entered estimates.
What Jim (Bless him!!) did, was prepare a spreadsheet that automates the analysts estimate.  It grabs the needed information from your TK data base, goes to Zacks for the analysts estimates for this fiscal year and and next, and calculates analysts' estimates 365 days in the future.  He's a genius plain and simple <g>
Under "Ralph's concept" (the way he designed PERT Report to be used), EPS in column E is estimated for 12 months from today based on short-term expectations for the coming year.  "Ralph's concept" does not estimate that EPS at the end of a fiscal year.
The example above shows one way to do what Ralph advocates, where it's now February 2004 and EPS is being estimated for February 2005.  That February 2005 estimate is calculated from analyst estimates for FYs ending May 2004 and May 2005 (because the company in the example is assumed to have a FY ending in May).
The default in Toolkit, on PERT Report, is to estimate EPS (in column E) for 12 months past the end of the latest reported quarter.  It does this using reported EPS over the past 4 quarters and then growing that for 12 months using your forecast EPS growth rate from the front of the SSG.
"Ralph's concept" on PERT Report basically uses a two-step process to estimate EPS (and, from that, high price and total return) over 5 years (instead of the one-step process used on the SSG in section 4A).  First, EPS is estimated over the next 12 months using near-term expectations (for example, by using analyst estimates).  Then, that estimated EPS is grown for four more years using a long-term average EPS growth rate (from the front of the SSG).  

The software, by default, does not use this two-step process in PERT Report, but simply copies the relevant information from the SSG.  Toolkit offers an option to use "Ralph's concept" in PERT Report.

The purpose of my spreadsheet is:  (1) to calculate the next 12-month EPS value you need to enter into Toolkit if you want to use "Ralph's concept" and;  (2) compare that value with what you've already entered into Toolkit so you can see if you need to go back into Toolkit and update any of those next 12-month EPS values.  And, of course, it saves you the trouble of looking up or entering any information about the company besides the ticker symbol.  The spreadsheet gets everything else it needs to know about the company from the internet or from Toolkit.

> When I go into Reports in PERT, I see that the "user estimate" has already been calculated. Where did this number come from? I understand that it is from Ralph's concept. What I am asking is does toolkit automatically calculate this number and keeps in "hidden" until the "user" wants this? <

If you're getting your data from OPS, they when you go into Options | Enter Estimated EPS you will probably see that a value for "User Est. EPS" is already present (even if you never entered such a value).  This "default" value is provided by OPS but, unfortunately, it's incorrect.  The default value provided by OPS is an analyst concensus estimate for EPS as of the end of the current fiscal year (which could be tomorrow).  The value Ralph intended to be used here is an estimate for EPS as of 12 months from today (and, of course, providing such a value is the purpose of my spreadsheet).
At the bottom of the screen, you'll see that for each stock you have highlighted above, you can choose "calc" or "user"

"Calc" is what you see in column E by default.  

Now you also have the option to enter the analysts' estimate for eps twelve months forward.  To do that you choose "user" and enter it for each highlighted stock.  Now Column E will show the TK caluclated number crossed off with the user estimated number below.

When you choose "user", all of the offensive PERT columns like RV, PEG, UD and Total return will be based on the user entered eps.

If you want to use PERT Report the way Ralph designed it then, yes, you should enter the values from column K in my spreadsheet.  I added columns E-H to show the key values from PERT Report as they will appear once you enter the "Proj. EPS in 12 months" value onto PERT Report (using Options | Enter Estimated EPS).  In other words, you can see the key "offensive portfolio management" values without needing to use PERT Report.

Col C is what the values *are* in Toolkit and col. K is what those values *should be* (if you want to use PERT Report the way Ralph designed it).  The original purpose of the spreadsheet was to point out values in Toolkit that needed to be changed.  If that's how you want to use the spreadsheet (because you want PERT Report in Toolkit to be "correct"), then I think it's still useful to be able to see the "From Toolkit PERT Report" information as it actually is in Toolkit (cols A-C).
However, the latest spreadsheet also shows you the "adjusted" offensive portfolio management results (cols E-H) as they would be in PERT Report if that report were using the appropriate leading 12-month EPS estimate (col K).  If you're happy to see those results just in the spreadsheet (i.e., you don't care if you see them in PERT Report) then columns A-C in the spreadsheet wouldn't be of any interest to you.  That's the main reason they're now in a smaller font.
To add more stocks I assume one just opens up a row and then does a copy and paste.  Enter the new ticker and all should work fine.  Is this how one adds additional stocks?
Yes, that's how you add additional stocks.  I've tried to address that sort of question on the ReadMe sheet.  See item (5) under Usage.


When I go in and manually enter the new value and later do a full update of the stock, the new value does not change.  
I think you're observing that the new values you've manually entered into Toolkit (at Options | Enter Estimated EPS) do not change when you do a "full update" of data from OPS.  That's true in Toolkit v5 ... and it's great that the developers fixed it to be that way.  In Toolkit v4 a full update replaces those manually entered values with the (undesirable) values from OPS.
At some later date one will want the data to change.  When will this happen?  
In Toolkit v5 those values won't change until you change them manually.  That's the (original) purpose of the spreadsheet.  To show you the values as they should be and to point out when the values as they are in Toolkit need to be changed.  Note that the shading in the "Proj. EPS in 12 months" column is yellow whenever it differs from the value in Toolkit and red when it differs by 10% or more. 
I suggest that you not bother updating the values in Toolkit unless the "as they should be" values have turned red.  Remember that the "as they should be " values could, theoretically, change every day.  Certainly they'll change if the underlying analyst estimates change.  However, they'll also change as time moves on, even if the analyst estimates don't change.
Have you read the cell comments?  This shading is explained in the cell comments for cell K8 (let your mouse hover over that cell and the comment should appear).  The little red triangles in the upper right corner of many of the cells in row 8 (and elsewhere) indicate cells that contain comments.  If you're not seeing the comments, or those little red triangles, go to Tools | Options, look on the View tab, and select "Comment indicator only".
> In Column C we have "User" EPS.  This is the Toolkit default calculation and not a correct value.  <
That value is not the result of any "calculation" made by Toolkit.  It's simply the value that was last manually entered into Toolkit.  If you've never entered anything manually, the value came from OPS (and, yes, it's not the "correct" value).
> In Column J we have Proj. EPS in 12 months or the correct value if we are using Ralph's idea of making a future EPS projection.  <
Yes.

> What I want to do is take the value in Colunm J and make the change within Toolkit.  Correct? And if I do this, then confirmation will show up in Columns A & B.  Do I have this correct thus far?
Correct.  When you enter the values from col. K into Toolkit and then use the "refresh" button in the spreadsheet (after closing Toolkit), the col C values will match the col. K values.  If you open the spreadsheet again in a week or two (even if nothing else has changed) the values may no longer match because time has moved, causing the col. K values to change.  If you open the spreadsheet in a month or two, the col. K values may have changed enough to turn red (meaning it's worth the trouble to update Toolkit values again.  And, of course, if you update the analyst estimate data from Zacks that can change the col. K values too.
> In Column B we have Est. Date.  Within Toolkit, when making changes in EPS, do I enter a date that is a year out from the day I make the alteration? <
This date is simply a notation to your self.  Toolkit doesn't use it for anything.  What date you enter there (or whether you enter a date at all) is entirely up to you.  I use the date that I entered the EPS estimate into Toolkit.
"Current Price Date", column D, will be shaded red if it's outdated by a week or more.  An outdated current price affects all four of the main results (Total Return, US/DS, PEG, RV), so keep those prices up-to-date in Toolkit!  
I also reduced the font size of the data downloaded from Zacks to help distinguish raw data from results.
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