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Date: 11/27/2012 

Analyst: Joseph Brendel 

CIF Sector Recommendation Report (Fall 2012) 

Sector: Finance 

Review Period: Monday, November 12 - Friday, November 23 

Section (A) Sector Performance Review 

Copy/paste “Sector Review Spreadsheet” (the entire spreadsheet) here 

 

Review sector performance relative to the broad market (SP500) and explain why; 
Include a two-week (for the two-week window reviewed) price chart of the SPDR sector 
ETF and SP500 (on the same chart) 
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Over the two-week period, the financials sector outperformed the S&P 500 by 
only 0.13%. This means that over this time period, the sector performed just a little bit 
better than the rest of the market did. The chart shows that both the sector and the 
market performed pretty much the same, with both rising and falling at the same times. 
The reason why the sector has been performing pretty much the same as the market is 
mostly because there have been no major changes in the sector over the past two 
weeks. 

Highlight noteworthy headline news from the sector (company-, industry-, or sector- 
level news) 

 Noteworthy news from the sector is that the fiscal cliff is looming and is about a 
month away from happening if nothing is figured out in the coming weeks. If nothing 
changes in the next couple of weeks, financial companies could see a decline in their 
revenue, which could lead to the sector performing poorly for the beginning of 2013. 
This is something that many people are keeping an eye on and it makes the future 
performances of financial companies very uncertain for the near future (CNN). 

 Other news from the sector is that many insurance companies are now having to 
deal with the losses that were caused by Hurricane Sandy. Several companies such as 
Allstate are now dealing with losses in the hundreds of millions due to the damage that 
Hurricane Sandy caused to insured homes and businesses. Allstate is assuring 
everyone that they do not expect these losses to hurt their company’s financial 
standing. (Info from Reuters) 
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Highlight the biggest (+) and the biggest (-) movers from the sector holdings during the 
review period. Are there notable reasons why the stocks had big moves (e.g., earnings 
surprises, etc)? 

 The 2 biggest (+) movers were First Horizon National Corp (FHN) at 6.36% and 
the Allstate Corporation (ALL) at 5.68%. The 2 biggest (-) movers from the sector were 
Assurant Inc (AIZ) at -5.35% and Equity Residential (EQR) at -3.27%. For the period 
ending Sep-12, Allstate Corporation posted a large surprise for earnings, which may be 
part of the reason for their recent performance. Equity Residential just announced that 
they were going to purchase the company Archstone for $6.5 billion. This acquisition 
might be part of the reason why the stock performed so poorly during my review period. 
Neither of the other two companies had any recent earnings announcement or major 
events in the news that would help to explain the way that their stocks performed during 
the review period.  (Information from Reuters) 

Highlight the largest two holdings from the sector and note any headline news on the 
companies 

 The two largest holdings are Wells Fargo & Company (WFC) at 8.62% and 
Berkshire Hathaway Inc Class B (BRK.B) at 8.25%. On November 16th, the New York 
Attorney General warned Wells Fargo that delaying mortgage modifications for those 
who were affected by Hurricane Sandy likely violates a national mortgage settlement. 
This is significant, because Wells Fargo might wind up in some legal trouble over this 
situation. It is something definitely worth keeping an eye on for the next couple of 
weeks. Berkshire Hathaway did not have any major news headlines, but did shift around 
its investments a little bit during the review period. (Info from Reuters)  

Comment on short-term outlook of the sector (including noteworthy upcoming events) 
 

 The short-term outlook of the sector seems to be pretty good, with not too many 
noteworthy upcoming events. The major thing that will affect this sector in the near 
future is the upcoming fiscal cliff. Depending on the way that the fiscal cliff gets 
resolved, the companies in the financial sector could be largely affected. Until the fiscal 
cliff is resolved, there will continue to be a great deal of uncertainty about the 
performance of the companies in this sector in the near future. 

Section (B) Sector Holding Updates 

Company #1: BlackRock Inc. (BLK) 
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Date Recommended: 10/18/2012 

Date Re-evaluated: 11/27/2012 

Company Update 
Briefly update what happened to the company the last two weeks (up through your re-
evaluation date). This should include noteworthy headline news on the stock (e.g., 
earnings announcement, management’s comments on company outlook and/or 
strategic changes, changes in analyst recommendations or estimate revisions, new 
product launch, management turnover, legal or regulatory issues, merger/acquisition 
announcement, restructure announcement, news from major competitors, etc.)  
 
 Over the last two weeks, there have not been any headline news stories about 
BlackRock Inc. Earnings announcements were last announced during the middle of 
October, so the is nothing new there to look into. Also, the company does not release 
another earnings statement for over a month. Overall, there’s not much out there right 
now about BlackRock Inc being any better or worse off than they were prior to my 
review period. 

Relative Performance 
Review relative performance of each sector holding, over the two-week review period, 
both relative to the SP500 and to the respective SPDR sector ETF. Relate your 
comments on relative performance to the updates discussed above 

 During the review period, BlackRock Inc performed very well both against the 
sector and versus the S&P 500. They out performed both the XLF and the S&P 500 by 
around 2.5% over the two-week review period. I believe this strong performance is due 
to the fact that nothing has changed about the company since they last announced their 
strong earnings report in October. 

Price Charts 
Insert a price chart of the stock for the most recent three months. You should include 
on the same chart (1) the SPDR sector ETF, (2) and the SP500 prices for the same 
period 
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Insert a price chart of the stock for the most recent one year. You should include on 
the same chart (1) the SPDR sector ETF, (2) and the SP500 prices for the same period 

 

Valuations Analysis 
Original Analysis 
Copy/paste P/E (TTM), P/S (TTM), P/B (MRQ), P/CF (TTM) of the stock, the industry, 
and the sector from “ratio analysis” section of the original stock recommendation 
report (from CIF website, “reports” tab) 
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Re-evaluation Analysis 
Copy/paste the requested valuation multiples from http://www.reuters.com/ , 
“Financials” tab 

Ratio Analysis Company Industry Sector 

P/E 15.09 39.34 26.43 

P/S 3.65 22.66 5.44 

P/B 1.33 3.39 1.81 

P/CF 12.35 40.49 13.21 

 

Briefly discuss the changes 
 
 There has not really been too much change in any of the companies multiples 
since it was first recommended. Both the Industry and sector have experienced some 
changes, mostly experiencing a decrease across the board in their multiples. Overall 
not much has changed for the company based off of this information.  
 
Historical Surprises 
Original Analysis  
Copy/paste “Historical Surprises” Table from the original stock recommendation 
report (from CIF website, “reports” tab) 
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Re-evaluation Analysis  
Copy/Paste the “Historical Surprises” Table from http://www.reuters.com/ , 
“Analysts” tab (include both revenue and earnings; make note that revenues might be 
in “millions”) 
 
HISTORICAL SURPRISES 
Sales and Profit Figures in US Dollar (USD) 
Earnings and Dividend Figures in US Dollar (USD) 
Estimates vs Actual Estimate Actual Difference Surprise % 

SALES (in millions) 

Quarter Ending Sep-12 2,262.96 2,320.00 57.04 2.52 

Quarter Ending Jun-12 2,258.00 2,229.00 29.00 1.28 

Quarter Ending Mar-12 2,226.26 2,249.00 22.74 1.02 

Quarter Ending Dec-11 2,234.95 2,227.00 7.95 0.36 

Quarter Ending Sep-11 2,264.22 2,225.00 39.22 1.73 

Earnings (per share) 

Quarter Ending Sep-12 3.31 3.47 0.16 4.90 
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Quarter Ending Jun-12 3.01 3.10 0.09 3.06 

Quarter Ending Mar-12 3.04 3.16 0.12 4.10 

Quarter Ending Dec-11 2.99 3.06 0.07 2.35 

Quarter Ending Sep-11 2.64 2.83 0.19 7.16 

 
Briefly discuss the changes 
 Since the recommendation, the company has released it revenue and earnings 
for the Quarter ending Sep-12. For this quarter, the company continued its trend of 
achieving positive surprises for both revenue and earnings. This is a good sign that the 
company is still growing strongly. 
 
Consensus Estimates 
Original Analysis  
Copy/paste “Consensus Estimates Analysis” Table from the original stock 
recommendation report (from CIF website, “reports” tab) 

 

Re-Evaluation Analysis  
Copy/paste the “Consensus Estimates Analysis” Table from 
http://www.reuters.com/, “Analysts” tab (include both revenue and earnings) 
 
CONSENSUS ESTIMATES ANALYSIS 
Sales and Profit Figures in US Dollar (USD) 
Earnings and Dividend Figures in US Dollar (USD) 
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  # of Estimates Mean High Low 
1 Year 

Ago 

SALES (in millions) 

Quarter Ending Dec-12 15 2,482.31 2,603.72 2,402.30 2,589.59 

Quarter Ending Mar-13 11 2,379.75 2,462.50 2,249.00 2,393.35 

Year Ending Dec-12 18 9,277.17 9,401.72 9,200.30 9,332.81 

Year Ending Dec-13 18 10,048.80 10,474.20 9,081.00 10,345.00 

Earnings (per share) 

Quarter Ending Dec-12 19 3.68 3.90 3.50 3.65 

Quarter Ending Mar-13 13 3.41 3.63 3.20 3.18 

Year Ending Dec-12 20 13.39 13.61 13.22 12.79 

Year Ending Dec-13 20 15.00 15.70 14.52 14.53 

LT Growth Rate (%) 4 12.50 13.00 12.00 19.62 

Briefly discuss the changes 
  
 The mean earnings estimates have been decreased slightly from what they used 
to be while the mean revenue estimates have increased slightly. Overall, this signifies 
that not much has changed for the company financially. 
 
Estimate Revision Analysis 
Original Analysis (MM/DD/YYYY) 
Copy/paste “Estimates Revision Summary” Table from the original stock 
recommendation report (from CIF website, “reports” tab) 
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Re-Evaluation Analysis  
Copy/paste the “Estimates Revisions Summary” Table from 
http://www.reuters.com/, “Analysts” tab (include both revenue and earnings) 
 
ESTIMATES REVISIONS SUMMARY 

  Last Week Last 4 Weeks 

Number Of Revisions: Up Down Up Down 

Revenue 

Quarter Ending Dec-12 0 0 0 0 

Quarter Ending Mar-13 0 0 0 0 

Year Ending Dec-12 0 0 0 1 

Year Ending Dec-13 0 0 1 0 

Earnings 

Quarter Ending Dec-12 0 0 1 0 

Quarter Ending Mar-13 0 0 1 0 
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Year Ending Dec-12 0 0 2 0 

Year Ending Dec-13 0 0 2 0 

 

Briefly discuss the changes 
 
 A few more analysts have adjusted their earnings estimates upwards over the 
past 4 weeks. Additionally one analyst has adjusted their revenue earnings up while 
another adjusted downwards. The positive earnings revisions are a good sign that the 
stock could perform well in the near future. 
 
Analysts’ Recommendations 
Original Analysis 
Copy/paste “Analyst Recommendations and Revisions” Table from the original 
stock recommendation report (from CIF website, “reports” tab) 

 
Re-Evaluation Analysis  
Copy/paste the “Analyst Recommendations and Revisions” Table from 
http://www.reuters.com/, “Analysts” tab (include both revenue and earnings) 
 
ANALYST RECOMMENDATIONS AND REVISIONS 
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1-5 Linear Scale Current 
1 Month 

Ago 
2 Month 

Ago 
3 Month 

Ago 

(1) BUY 5 5 4 4 

(2) OUTPERFORM 8 8 8 8 

(3) HOLD 6 6 7 6 

(4) UNDERPERFORM 1 1 1 1 

(5) SELL 0 0 0 0 

No Opinion 0 0 0 0 

 

Mean Rating 2.15 2.15 2.25 2.21 

 

Briefly discuss the changes 

 There have been no changes in the analyst recommendations from when the 
stock was initially recommended. 
 
Company #2: Capital One Financial Corp. (COF) 

Date Recommended: 10/30/2012 

Date Re-evaluated: 11/27/2012 

Company Update 
Briefly update what happened to the company the last two weeks (up through your re-
evaluation date). This should include noteworthy headline news on the stock (e.g., 
earnings announcement, management’s comments on company outlook and/or 
strategic changes, changes in analyst recommendations or estimate revisions, new 
product launch, management turnover, legal or regulatory issues, merger/acquisition 
announcement, restructure announcement, news from major competitors, etc.)  
 
 One thing that was announced during the two-week review period is that Capital 
One is planning on opening up banking cafes in six different locations in the Boston 
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area. These cafes are not like a typical banking location, as they are more like a lounge 
area. They are used to help promote their online banking system to customers. The 
cafes will not open until the end of 2013. I am not sure whether or not this 
announcement will change people’s minds about the company as the news seems like it 
won’t have much of an effect on the company’s financial standing. However, if these 
operate successfully, then maybe opening more cafes in the future will help the 
company (Boston.com). 
 The other major news about the company has to do with Hurricane Sandy. The 
company is still trying to figure out it losses due to the storm. The company does say 
however, that they do not expect to the storm to hurt their financial standing (Reuters). 

Relative Performance 
Review relative performance of each sector holding, over the two-week review period, 
both relative to the SP500 and to the respective SPDR sector ETF. Relate your 
comments on relative performance to the updates discussed above 

  

Price Charts 
Insert a price chart of the stock for the most recent three months. You should include 
on the same chart (1) the SPDR sector ETF, (2) and the SP500 prices for the same 
period 

 
Insert a price chart of the stock for the most recent one year. You should include on 
the same chart (1) the SPDR sector ETF, (2) and the SP500 prices for the same period 
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Valuations Analysis 
Original Analysis 
Copy/paste P/E (TTM), P/S (TTM), P/B (MRQ), P/CF (TTM) of the stock, the industry, 
and the sector from “ratio analysis” section of the original stock recommendation 
report (from CIF website, “reports” tab) 

 

Re-evaluation Analysis 
Copy/paste the requested valuation multiples from http://www.reuters.com/ , 
“Financials” tab 

Ratio Analysis Company Industry Sector 
P/E 9.75 27.57 26.43 
P/S 1.72 4.95 5.44 
P/B 0.88 1.94 1.81 
P/CF 7.39 6.65 13.21 
 

Briefly discuss the changes 
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 Capital One’s multiples have all decreased fairly minimally. However, its P/CF 
multiple has seen a significant decrease. The industry and sector both saw increases 
across the board for all of their multiples. These trends indicate that Capital One has not 
experienced many changes to its fundamentals, while both the industry and sector 
have. This is a positive sign going forward, because Capital One has been able to 
maintain its financial strength over a month’s time. 
 
Historical Surprises 
Original Analysis  
Copy/paste “Historical Surprises” Table from the original stock recommendation 
report (from CIF website, “reports” tab) 

 

Re-evaluation Analysis  
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Copy/Paste the “Historical Surprises” Table from http://www.reuters.com/ , 
“Analysts” tab (include both revenue and earnings; make note that revenues might be 
in “millions”) 
 
HISTORICAL SURPRISES 
Sales and Profit Figures in US Dollar (USD) 
Earnings and Dividend Figures in US Dollar (USD) 
Estimates vs Actual Estimate Actual Difference Surprise % 

SALES (in millions) 

Quarter Ending Sep-12 5,641.84 5,782.00 140.16 2.48 

Quarter Ending Jun-12 5,157.08 5,055.00 102.08 1.98 

Quarter Ending Mar-12 4,331.61 4,935.00 603.39 13.93 

Quarter Ending Dec-11 4,048.12 4,050.00 1.88 0.05 

Quarter Ending Sep-11 3,937.64 4,154.00 216.36 5.49 

Earnings (per share) 

Quarter Ending Sep-12 1.66 2.01 0.35 21.14 

Quarter Ending Jun-12 1.13 0.82 0.31 27.35 

Quarter Ending Mar-12 1.40 1.56 0.16 11.11 

Quarter Ending Dec-11 1.54 0.88 0.66 42.67 

Quarter Ending Sep-11 1.68 1.77 0.09 5.26 

 
Briefly discuss the changes 
  

There have been no changes in this table since the stock was first 
recommended. 
 
Consensus Estimates 
Original Analysis  
Copy/paste “Consensus Estimates Analysis” Table from the original stock 
recommendation report (from CIF website, “reports” tab) 
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Re-Evaluation Analysis  
Copy/paste the “Consensus Estimates Analysis” Table from 
http://www.reuters.com/, “Analysts” tab (include both revenue and earnings) 
 
CONSENSUS ESTIMATES ANALYSIS 
Sales and Profit Figures in US Dollar (USD) 
Earnings and Dividend Figures in US Dollar (USD) 

  # of Estimates Mean High Low 
1 Year 

Ago 

SALES (in millions) 
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Quarter Ending Dec-12 16 5,884.05 6,954.00 5,634.00 4,697.22 

Quarter Ending Mar-13 9 5,792.83 6,790.00 5,113.60 4,136.97 

Year Ending Dec-12 15 21,490.30 22,726.00 20,812.00 17,945.80 

Year Ending Dec-13 19 22,861.30 25,063.00 20,772.10 18,597.70 

Earnings (per share) 

Quarter Ending Dec-12 23 1.64 2.04 1.37 1.50 

Quarter Ending Mar-13 16 1.81 2.41 1.41 1.71 

Year Ending Dec-12 18 6.41 6.86 4.93 6.06 

Year Ending Dec-13 28 7.03 8.24 5.93 6.64 

LT Growth Rate (%) 5 9.70 12.00 8.00 10.31 

 
Briefly discuss the changes 
 The changes in this table have been very minimal, with earnings seeing 
increases in quarter ending Mar-13 and year ending-12 estimates. They have also 
experienced a small decrease in Year ending-13 estimates, but nothing of much 
significance. Additionally, some of the revenue estimates have changed, but none are a 
significant enough of a change to make too much of a note of. This table shows 
analysts forecasts have remain fairly stable when compared to when the stock was first 
recommended. 
 
Estimate Revision Analysis 
Original Analysis (MM/DD/YYYY) 
Copy/paste “Estimates Revision Summary” Table from the original stock 
recommendation report (from CIF website, “reports” tab) 
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Re-Evaluation Analysis  
Copy/paste the “Estimates Revisions Summary” Table from 
http://www.reuters.com/, “Analysts” tab (include both revenue and earnings) 
 
ESTIMATES REVISIONS SUMMARY 

  Last Week Last 4 Weeks 

Number Of Revisions: Up Down Up Down 

Revenue 
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Quarter Ending Dec-12 0 0 0 1 

Quarter Ending Mar-13 0 0 2 0 

Year Ending Dec-12 0 0 0 1 

Year Ending Dec-13 0 0 2 1 

Earnings 

Quarter Ending Dec-12 0 0 0 2 

Quarter Ending Mar-13 0 0 2 1 

Year Ending Dec-12 0 0 1 0 

Year Ending Dec-13 0 0 2 2 

 

Briefly discuss the changes 

 A few analysts have revised their estimates for both revenue and earnings 
upwards, while just about as many have adjusted theirs downwards over the past 4 
weeks. This does not really show any trend in the way that analysts view the stock, so 
the company is probably still doing just as well as they were when the stock was first 
recommended. 
 
Analysts’ Recommendations 
Original Analysis 
Copy/paste “Analyst Recommendations and Revisions” Table from the original 
stock recommendation report (from CIF website, “reports” tab) 
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Re-Evaluation Analysis  
Copy/paste the “Analyst Recommendations and Revisions” Table from 
http://www.reuters.com/, “Analysts” tab (include both revenue and earnings) 
 
ANALYST RECOMMENDATIONS AND REVISIONS 

1-5 Linear Scale Current 
1 Month 

Ago 
2 Month 

Ago 
3 Month 

Ago 

(1) BUY 12 12 11 11 

(2) OUTPERFORM 9 9 8 8 

(3) HOLD 8 8 8 8 

(4) UNDERPERFORM 0 0 0 0 

(5) SELL 0 0 0 0 
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No Opinion 0 0 0 0 

 

Mean Rating 1.86 1.86 1.89 1.89 

 

Briefly discuss the changes 
  
 There have been no changes in this table when compared to what it looked like 
when the stock was first recommended. 
 
Section (C) Sector Recommendations 

You will make recommendations on whether CIF should continue to own its sector 
holdings 
Provide your views on the sector. Are you bullish, bearish or neutral on the sector, and 
why? 
 I am mostly neutral on the financial sector, but am slightly leaning towards the 
bullish side. The sector has performed just about the same as the S&P 500 has during 
my two-week review period. Additionally, with the fiscal cliff looming in the not so distant 
future, the sector has a lot of uncertainty hanging around it. Therefore I cannot say that I 
am too optimistic about the future growth of the sector, mostly because it is hard to 
predict what will happen when the fiscal cliff draws nearer. 

Discuss whether you recommend CIF to (1) stay put with its current sector holdings, or 
(2) sell out of the sector, and why? 

 I recommend that we stay put with its current sector holdings, because I do not 
believe that the sector will underperform the market in the coming months. There just is 
not anything that would signify that the financial sector is going to experience losses in 
the future, so I believe that it is best if we just stick with our current holdings. 
  
Section (D) Sector Holding Recommendations 
Based on your analysis, are there stocks CIF currently owns from your sector you would 
recommend to: 
1. Sell and why? 
2. Adjust “target price” and why? If you recommend an adjustment, you must suggest a 

new “target price” 
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3. Adjust “stop-loss price” and why? If you recommend an adjustment, you must 
suggest a new “stop-loss price” 

Provide your recommendations in the following table 
 

Recommendation 
(Explain Why) 

 

 
 

Company Name 

 
 
Ticker 
Symb

ol 

 
Date 

Recommend
ed 

 
Date Re-
evaluated 

 
Sell 

Adjust 
“Targe

t 
Price” 

Adjust 
“Stop-
loss 

Price” 
BlackRock Inc. BLK 10/18/2012 11/27/2012 No, 

see 
below 

No, 
see 
below 

No, 
see 
below 

Capital One Financial 
Corp. 

COF 10/30/2012 11/27/2012 No, 
see 
below 

No, 
see 
below 

No, 
see 
below 

       

       

       

       

-For Blackrock I recommend that we do not sell, adjust the target price, or adjust the 
stop-loss price. The reason why I recommend this is that nothing has changed in the 
fundamentals of the company since it was first recommended. Therefore, we should 
hold onto the stock and keep it at its current target price and stop-loss. 
 
-For Capital One Financial Corp. I recommend that we do not sell, adjust the target 
price, or adjust the stop-loss price. The reason for this recommendation is that nothing 
has changed in the fundamentals of the company since it was first recommended. Also, 
none of the recent news does much to make me think the company’s future 
performance looks any different than it did when it was first recommended. 
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