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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:
	Colgate-Palmolive
	Ticker:
	CL

	Date of Study:
	9/5/2010
	Price:
	$ $74.85

	Your Name:
	Jo Murphy

	Email address:
	jomurphy37@yahoo.com
	 FORMCHECKBOX 
 Consent to post email on web

	City:
	Falls Church
	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.
This is a large company with sales of $16 billion, and the lines on the front of the SSG  are fairly straight, up, and parallel for sales, earnings, and pretax profit,  showing10-yr. sales growth of 6.6% and eps of over 9% growth. Pretax profit margin has been steadily rising to an average of 19% over the last five years, ROE trending up after a bad 2008 year, and debt to equity falling nicely. VL gives it its highest quality rating of A++ with 100 in both price stability and earnings predictability.  CL has steadily increased dividends for the last 15 years.  Manifest gives it a quality rating of 87.8, Morningstar a B for stewardship.
Briefly describe how the company makes money:
CL is a leading global consumer products company operating in the oral, personal, and household care, and in pet foods markets..  86% of total worldwide sales in 2009 was in the oral, personal, and home care products, and 67% of revenue was outside U.S, with 25% of sales  and 32% of operating profit coming from Latin America.
Projected growth rate for sales:  5%
Why did you select this rate?  Discuss from where future growth will come.
My SSG shows no growth for last year and only 5% for the year before, although the average growth rate for the 8 years preceding those two was close to 8%.  I conservtively chose 5% going forward because of the lingering uncertain global and domestic economy. Growth will come from its efforts to increase market share in its European, Asian, and African markets and from   generating new high-margined innovations in its product line. It has wortldwide toothpaste market share of almost 45% and a brand loyalty keeping private labels at bay.  Morningstar says it has one of the most sophisticated promotional tools in its industry and that it adeptly utilizes it. 
Projected growth rate for earnings per share:  7%  
Why did you select this rate?

Earnings have historically been higher than sales, and my 7% is less than VL's 12% and less than Nasdaq's 5-yr. ACE.  Manifest gives it a 5.7 growth. Historical growth year over year  has been in the 17 to 19% in recent years even with flattened sales growth, and 7% seemed reasonable to me.
Projected High P/E: 22
Why did you select this value?

PE's have been in the low to mid 20's until 2009's 19, and I felt 22 was a signature PE that people expected to pay for CL
Projected Low P/E:  12
Why did you select this value?

Current PE is 17.9 and manifest suggests an average  PE of 17.  A low of 12 and a high of 22 would give an average PE of 17.
Projected Low Price:  $59.9
Why did you select this value?

This is 80% of the current price.  With the uncertain economy, I am allowing for the price to go this low.
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: 4 to 1
Projected compounded rate of return: 14.4%
Your final recommendation (check one):
 FORMCHECKBOX 
Buy     or     FORMCHECKBOX 
Hold   or    FORMCHECKBOX 
Sell
Explain:
At the average PE of 17, the projected average total return is 9.4.  Should the PE rise to former normal  PE's of 22, the total return would be 14.4%.  VL is predicting an average  PE of 20 three to five years out.  CL is a high quality company. Relative value is 88 (desirable between 85 and 100). Besides its internal earnings growth, the regularly increasing dividends plus the company share buybacks will reward investors.  I believe this might be a core holding for many portfolios. 
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.


