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First Cut Stock Study Report
Please complete this form for your First Cut stock study.

Click on each grayed area and enter your information.  

Fields will expand as you type.
Save file as FC<yyyymmdd><ticker>.doc (i.e. FC20080224FDS.doc).
Create a PDF of the SSG (see instructions on last page).
Please return this completed form and the SSG in PDF format to:
FirstCut@betterinvesting.net   
	Company Name:
	Expediters International
	Ticker:
	EXPD

	Date of Study:
	8/15/2012
	Price:
	$ 37.40

	Your Name:
	Linda Hunt

	Email address:
	lindann7@verizon.net
	 FORMCHECKBOX 
 Consent to post email on web

	City:
	Vienna
	State:
	VA

	Chapter Name (if applicable):
	DC Regional


Discuss why you consider this to be a high quality, growth company that should be investigated further.  Please include comments on historical sales and EPS growth, pre-tax profit margin, return on equity, and debt.
Expeditors International has been a strong growth company with a downturn in 2009 and recently. Sales have grown by 10% a year; EPS,

13% These are relatively high rates for a company with annual revenues of

just over $6 billion. Pre-tax profits have consistently grown since 2002, with

2011 PTP exceeding the five-year average. Return on equity has been steady  over the 15% level we like in our companies.  The company carries no debt. It also is given a wide economic moat by Morningstar, because of their highy trained employees able to negotiate the complexities of global shipping. During the recession they did not reduce their employees, choosing to retain their expertise.

Briefly describe how the company makes money:
Expeditors International provides third-party logistics for freight shipments.

The company reserves space on planes and ships, then sells the space to

clients. In 2011, air freight rost 9% YOY while this past quarter it was down 15%. Ocean freight rose 13% in 2011 but the past quarter it was up only 6.1%. Customer brokerage and import services were up 14% in 2011 and only slightly higher the 2ndQ 2012. 

Besides offering savings reaped by having a third party handle the complexities of shipping, EXPD can negotiate favorable rates because it's a high-volume broker. They don't  own any ships or planes that have to be maintained. The company operates more than 250 sites on six continents, and it has a strong presence in the Asia-NorthAmerica channel.

Projected growth rate for sales:  13%
Why did you select this rate?  Discuss from where future growth will come.
This is based on the historical rate, supported by Morningstar's and Value

Line's long-term projections.

Projected growth rate for earnings per share:  13%  
Why did you select this rate?

This represents a slight slowdown from the 15% historical rate and is under

the Value Line long-term forecast as well as the analysts' consensus

estimate.

Projected High P/E: 28
Why did you select this value?

EXPD's high P/E has been dropping consistently over the past five years,

from 55 in 2006 to 36 in 2010. The choice of 30 represents a continuation of

that trend. Note that EXPD has a wide "moat," meaning that it has a strong,

sustainable competitive advantage. It would be extremely difficult for another

company to replicate Expeditors' business model. As Morningstar explains, "A

shipping network's value is enhanced by having many nodes, but financially

supporting so many points demands high volume to pay for the reach of the

network." Normally I wouldn't assign a P/E of 30 to a company I believe will

grow EPS by 13% annually, but because of this moat, I find the high of 30

reasonable.

Projected Low P/E:  18
Why did you select this value?

These PEs are extremely conservative for this stock. The signature PE has been 29.65 and the current PE is 22.3. However, with the uncertainty in the global economy, the lower numbers seem warranted..
Projected Low Price:  $30.00
Why did you select this value?

This is slightly lower than the low P/E multiplied by the estimated low EPS,(last four quarters). 
At the current price, the stock is a (check one):

 FORMCHECKBOX 
Buy     or     FORMCHECKBOX 
Hold   or    FORMCHECKBOX 
Sell
At the current price, the upside-downside ratio is: 6.7 to 1
Projected compounded rate of return: 14.6%
Your final recommendation (check one):
 FORMCHECKBOX 
Buy     or     FORMCHECKBOX 
Hold   or    FORMCHECKBOX 
Sell
Explain:
Expeditors International is a well-managed company with highly motivated

employees who are rewarded with bonuses tied to the company's operating

profit. Size help because they get discounts with shippers. Their gorwth has slowed because they are tilted heavily toward air-freight (2/3 of business) and companies are opting for cheaper transport like shipping. Their 2Q earnings fell 12% because of this. However, they reported improving monthly volume trends in both air and ocean freight. 
Concerns with the slow growth in Europe and Asia are the main drawback for this industry. In the long term they are positioned well globally. but there is no easy guess about when the economies in these regions will improve. The current price is a decent entry point for this historically expensive stock. 
Their business is expected to grow GDP, GDP-plus. They have a very well-regarded management and an extremely strong balance sheet. They had been content to buy back stock to offset the creation of new shares through options. But now they seem to be willing to shrink the share count.  This will make the EPS grow faster than sales, thus the judgments


Instructions to Create PDF of SSG

If using Online Stock Selection Guide:

· Select Print from menu at top of page

· Under Options for Printing - check box labeled Sections
· Click View PDF button
· Select Save from File Download dialog box
· A Save As dialog box will appear.  Select a folder to Save in and enter a File name, then click on Save.


· Go to that folder to find your PDF file.
If using desktop stock analysis software, such as Toolkit or Classic:

· Install a program to create PDF files from any printable document

· CutePDF Writer (Freeware) available at http://www.cutepdf.com/ 
· Follow on screen instructions to complete the installation
· Using CutePDF Writer to create PDF documents:

· Open your original document and select Print command in File menu of your application to bring up Print dialog box. 

· Then select CutePDF Writer as the Printer to print (DO NOT select "Print to file" option).
· You will get a Save As dialog box prompted for saving created PDF file.  Select a folder to Save in and enter a File name, then click on Save.

· Go to that folder to find your PDF file.

This stock study reflects the judgment of the contributor(s) only and no investment recommendation is intended.  Investors should always conduct their own analysis before making an investment decision.


