Quarterly report for J.P. Morgan 4Q 2011

Date:
2/15/12
Percentage change in Sales from year ago quarter  -17.7%
Percentage change in Earnings per Share from year ago quarter  -18.8%
Is company meeting our target sales & earnings estimates at bottom of p. 1 of SSG?   No.
Pre-tax Profit on sales trend?   Up
Return on equity trends?   Up
Debt?  Down
Current P/E ratio is  8.5 

 Where does the P/E fall in my estimated High/low range of PE's? Low
Signature PE is 12.3
Club cost basis for this stock is $ 45.02.                  Current price is  $ 37.92
Has stock met S&P's 12-month target price from a year ago?  Yes. $36.00
Current fair value:  Morningstar: $ 51.00        S&P $ 40.20
My SSG Total Return is   16.4%               Projected Average Return is   12.0%
What will drive future growth? Most analysts do not expect  growth until after 2012. S&P actually predicts a decline in net revenue of 3.2% for 2012 with earnings growth being flat. The real estate situation along with Euro worries will keep the bank from moving ahead. That being said, there are some long-term growth factors:

Stock buybacks in 2011 ($9 billion) will probably continue in 2012, helping EPS. 


Their expansion in Florida and California will result in stronger loan growth (beyond 2012) 


Better housing activity, again after 2012. Mortage loan losses are expected to decline.

Additional comments: Of the large banks, JPM is in sound financial health with a sizable cushion against losses. They are also generating capital at a reasonable pace, posting double-digit returns on equity in four of the last five quarters. However, Morningstar reports that JPM is one of the largest players in the derivatives market which is still unregulated. 

We are looking at an industry that is generally not capable of producing growth until the housing industry is healthier and the global economy has fewer uncertainties. The dividend is paying us to wait for better days (2013 and on) but we might find our money could be better used in another industry. 

Recommend: Buy More ____, Hold_________, Challenge with a better investment __Yes_, Sell____.

