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Date: 11/29/12 

Analyst: Khalid Surur 

CIF Sector Recommendation Report (Fall 2012) 

Sector Healthcare    Review Period: November 12-November 23rd 

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) 

Healthcare ETF has just been outperforming the S&P 500 during my review period.  The 

healthcare ETF was steadily outperforming them the whole time and did not fluctuate as much 

as the S&P.  This does not surprise me because for the most part companies within the 

healthcare sector have lower beta’s so this ETF is not as volatile as most of the others.  Both 

have been steadily rising as of late and I think this is because the market is picking back up after 

the drop after the election and hurricane Sandy. 
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Highlight noteworthy headline news from the sector (company-, industry-, or sector- level 

news) 

-The Biotechnology industry seems to be blowing up.  I think this is due in part because of the 

FDA approving a number of new drugs.  This has boosted investor optimism within this 

industry.  The Nasdaq Biotech Index Fund (IBB) and the S&P Biotech ETF have both gained over 

twenty five percent year to date.  So we will see if this continues within this industry. 

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 big gainers of the healthcare sector include Thoratec Corporation (THOR) and Boston 

Scientific (BSX).  The big losers here are the DaVita HealthCare Parners (DVA) and Edwards Life 

(EW).   

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

companies 

Johnson and Johnson:  

 “(Reuters) - Johnson & Johnson, Merck & Co Inc and Eli Lilly & Co, plan to launch a one-stop 

database of global clinical trial sites aimed at streamlining paperwork and speeding the process 

for testing new drugs.” (Deena Beasley).  The drug giants along with seven other large drug 

companies are coming together to support a nonprofit organization called TransCelerate 
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BioPharma.  The Goal of this new nonprofit is to simplify and standardize trial practices and they 

also want other pharmaceutical companies joining in.   

Pfizer: 

 Pfizer also lowered the price of Viagra in Canada.  The Supreme court is now allowing 

generics to produce the drug.  So Pfizer lowered the price so that their customers can 

still enjoy the original product at a competitive price.   

 “(Reuters) - European health regulators on Tuesday approved an eagerly anticipated blood 

thinner developed by Bristol-Myers Squibb Co and Pfizer Inc for preventing strokes and blood 

clots in patients with an irregular heartbeat known as atrial fibrillation, the companies said.”(Bill 

Berkrot) 

 

 

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

 

Since the election we saw the whole market drop and now we see it picking itself back up.  I 

think the healthcare sector has nowhere to go but up.  Obamacare is supposed to come into 

effect 2014 and I think this will be very friendly for the healthcare industry.  Everyone now who 

is sick or needs medication will be provided with what is necessary and I do not think the 

companies providing the services will take a hit.   

Section (B) Sector Holding Updates 

Company #1: Company Name and Ticker 

Date Recommended: October 24, 2012 

Date Re-evaluated:   November 23, 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.)  
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WellPoint reported their third quarter earnings right before my two week evaluation but not 

too much else has gone on and it was not discussed in the last sector report on healthcare so I’ll 

touch on that.  WellPoint reported that they beat the forecasted third earnings.  However, 

investors were not too happy to find out that the company did not increase the outlook for the 

year.  This caused a lot concern and the stock slumped five percent.  The company says they are 

trying to maintain a conservative and cautious outlook but the investors didn’t buy it.  Also 

several of their peers came ahead of them so there is not too much optimism here. 

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 

 

 

As the chart above illustrates during my two week period it is clear that WellPoint has 

underperformed the market and the sector.  I think this is because of how a lot of people lost 

confidence when they didn’t up their year estimates after having such a strong third quarter. 

 

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 
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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 (TTM) 7.31 
 

33.44 26.43 

P/S (TTM) .27 5.25 5.44 

P/B (MRQ) .73 1.07 1.81 

P/CF (TTM) 5.86 27.67 13.21 

 

Briefly discuss the changes 

 All of the changes here are for the better.  For each category WellPoint has dropped a 

couple points which is of course better for the company.  So this looks very promising for 

WellPoint and they seem to be moving in the right direction here.  Again, I think this has to do 

with their quarter earnings being better than expected even though the shareholders were still 

left with a sour taste in their mouth. 

 

Historical Surprises 

Original Analysis  

Copy/paste “Historical Surprises” Table from the original stock recommendation report (from 

CIF website, “reports” tab) 

http://www.reuters.com/
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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”) 

Briefly discuss the changes 

 

http://www.reuters.com/
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They seem pretty similar and does not seem like too much has changed.  Although WellPoint 

did surprise analysts with their quarter ending in September.  Their earnings per share were 

lower than expected.  On the sales side it does not look like much has changed at all. 

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) 

 

 

http://www.reuters.com/
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Briefly discuss the changes 

 The sales for both generally look the same except the old consensus estimate analysis 

had a higher year ending December 13 high.  There was nothing else worth noting when 

comparing sales.  For earnings per share it looks like there is a lot of optimism around long term 

growth because WellPoint has higher numbers in the newer analysis.   

 

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) 

 

Re-Evaluation Analysis  

Copy/paste the “Estimates Revisions Summary” Table from http://www.reuters.com/, 

“Analysts” tab (include both revenue and earnings) 

 

http://www.reuters.com/
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Briefly discuss the changes 

 There are a lot of estimates going down here.  I think this is because of how the third 

quarter report was presented and how stock holders were not very enthused.  However there 

are some going up like the earnings year ending Dec-12 has gone up considerable in the last 

four weeks.  This estimate revisions summary is much different than the previous one because 

in the last stock report barely anyone was making revisions at all.  I guess there is a lot more to 

be discussed about WellPoint currently. 

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) 

 

 

Briefly discuss the changes 

It looks like one person went from ‘buy’ to ‘hold’ acting a little more bearish on the stock.  With 

that you can see that the mean rating went up a little bit.  That seems to be the only change 

that took place with this chart. 

 

http://www.reuters.com/
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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? 

Discuss whether you recommend CIF to (1) stay put with its current sector holdings, or (2) sell 

out of the sector, and why? 

  I am bullish towards the sector.  I like the healthcare and what it offers the CIF. The low 

volatility provides the necessary stability and the healthcare sector has been consistently 

outperforming the S&P index whether you look at a chart dating back to almost any time 

period.  I would recommend the CIF to stay put with our current sector holdings.  Also with 

Obamacare being put into place I do not understand why we would get out at a time like this. 

 

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? 

  I do not think we should sell just yet, right now it trading close to the 52 week low 

and I think we should just let it ride out and see if it makes a comeback. 

2. Adjust “target price” and why? If you recommend an adjustment, you must suggest a new 

“target price”  

 I think we should adjust the target price because the initial $77 is really high.  Even 

higher than the 52 week high, so I think we should evaluate the stock at $66 and see 

what direction the company is headed and how they got to that $66 dollar mark.  

From there make the proper adjustments. 

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

new “stop-loss price” 

 I think we should adjust the stop loss price to $52.51.  That is the 52 week low and I 

do not think we should hold on any longer than that.  Investors lost a lot of 

confidence when they quarter three reports were strong but the year adjustments 

were not made.  I think this may continue. 
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Provide your recommendations in the following table 

 
 

Company Name 

 
 
Ticker 

Symbol 

 
Date 

Recommended 

 
Date Re-
evaluated 

 
Recommendation 

(Explain Why) 
 

 
Sell 

Adjust 
“Target 
Price” 

Adjust 
“Stop-

loss 
Price” 

WellPoint Inc. WLP October 24, 
2012 

November 
23rd 

No $66.00 $52.51 

 

 

 

Sources: 

Yahoo.finance.com 

Reuters.com 

Google.com/finance 

 


