Quarterly report for LKQ

                                                                             Date: 3/14/2016
Percentage change in Sales from year ago quarter 3.8%
Percentage change in Earnings per Share from year ago quarter 17.9%
Is company meeting our target sales & earnings estimates?  No.  Original SSG forecast 11% growth in sales and 16% in EPS.
Pre-tax Profit on sales trend?   (up, even, down)  Down
Return on equity trends?  (up, even, down)  Even
Debt?  (up, even, down)  Down
Current PE is  22.4   

Where does it fall in my estimated High/low range of PE's? Slightly above middle
Club cost basis for this stock is $26.45 (1/22/15).  Current price is $30.83 (3/14/16) 

(from latest valuation)

Current fair value:  Morningstar:  Still $25


My SSG Total Return is 13.2%   Projected Average Return is 9.9%
What will drive future growth

· Continued organic growth in its European, Specialty (RVs trailers, etc.), and Parts and Services sectors

· Continued acquisition

· Decreased emphasis on scrap steel sales 
Additional comments:

LKQ Corporation, an S&P Mid Cap, reported revenue for the fourth quarter of 2015 of $1.75 billion compared to $1.68 billion in the fourth quarter of 2014; Diluted earnings per share for the fourth quarter were $.31, a 19.2% increase over fourth quarter of 2014.
For the full year of 2015, revenue was $7.19 billion compared with $6.74 billion in 2014, an increase of 6.7%.  For the full year 2015 parts and services organic growth was 7.0% and acquisition revenue growth was 7.1%, while the impact of exchange rates was a negative 3.8%, for a total parts and services growth of 10.3%
Major headwinds continue in the fourth quarter of 2015 – unfavorable currency rates from European operations and declining commodity prices.
LKQ has signed a definitive agreement to acquire Pittsburgh Glass Works (PGW), a leading global manufacturer of automotive glass products.  The deal is expected to be completed in the second quarter of 2016.  While the acquisition of PGW will dilute LKQ’s profitability, the company expects to achieve $7 million in annualized cost synergies.  In the second quarter of 2016, LKQ expects to close on the acquisition of the holding company of Rhiag-Inter Auto Parts (Italia) S.p.A., a leading pan-European B2B distributor of aftermarket spare parts.  All in all, 2015 resulted in the completion of 18 acquisitions.
Management projects a 6-8% organic growth for parts and services for 2016.   Morningstar says that “LKQ should still enjoy organic revenue growth in the mid- to high-single digits in this cyclically buffered industry where it is the only player with a national presence and network.”  Value Line says that “…shares of LKQ are ranked to track the broader market averages in the coming six to 12 months.  Good demand should drive solid earnings gains during this time frame.”
Recommend: Buy More ____, Hold___XX_, Challenge with a better investment______, Sell___

