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 As you can see from the first chart, in the two week period I reviewed, the S&P 500 and 

the Healthcare ETF increased, whereas WLP decreased. The S&P 500 increased by 2.11%, the 

Healthcare ETF (XLV) increased by 2.29%, and WellPoint (WLP) decreased by .07%. During 

this 2 week period, there was not major news for the ETF. There was good news for WellPoint 

on November 28
th

 however. The buyout of Amerigroup by WellPoint earlier this year was under 

review for possibly being a Medicaid managed care monopoly. On November 28
th

, the Justice 

Department completely okayed the merger. The deal is said to completely go through in the next 

few weeks.  

 Not many major headlines were announced for the healthcare sector during my 2 week 

review period. With the reelection of President Obama, some healthcare stocks are being hit 

hard, while others are doing very well. Medical device companies like Stryker Corporation are 

starting to plan layoffs due to the medical device tax that will be initiated in January of 2013. 

Medical insurers have been getting hurt from the election, mainly due to the fact that there will 

be an excise tax for them due to Obamacare. Healthcare facility stocks did well right after the 

election, but recently have been on the decline due to the uncertainty of the fiscal cliff.  

The biggest positive movers for the ETF were Forest Laboratories Inc (FRX), and Boston 

Scientific Corporation (BSX). FRX had a 9.24% increase in the two week period. This was due 

to a drug application that was submitted to the Food and Drug Administration. The drug 

application submitted was for an antipsychotic drug called Cariprazine (Reuters.com). BSX had 

a 6.33% increase in the 2 week period. “Boston Scientific Corporation, a worldwide developer, 

manufacturer and marketer of medical devices, has won CE Mark endorsement for increased 

durability projections for the Incepta, Energen, Punctua, Cognis and Teligen implantable 

cardioverter defibrillators and cardiac resynchronization therapy defibrillators 

(ThePointDaily.com).” BSX’s stock price jumped that day more than 5%. 

 The biggest losers for the ETF were Patterson Companies Inc (PDCO), and DaVita 

Healthcare Partners Inc (DVA). PDCO had a 5.33% decrease over the 2 week review period. 

This was because they lowered their Earnings per Share estimates for 2013. Investors took this 

news very negative and it dropped over 5% the day the news was announced (Reuters.com). 

DVA had a 5.26% decrease over the 2 week review period. There was no real underlying reason 

that this stock dropped in the period.  

The two largest holdings in the Healthcare ETF are Johnson & Johnson (JNJ) and Pfizer, Inc 

(PFE). Johnson & Johnson holds a weight of 12.7 percent in the ETF, and Pfizer, Inc holds 12.08 

percent in the ETF. Over the 2 week period, Johnson & Johnson went up .69% and Pfizer went 

up 3.65%. There was no major news in the 2 week period for Johnson and Johnson, however 

there was some news about Pfizer. “Pfizer Inc announced that it has completed its acquisition of 

NextWave Pharmaceuticals, Inc., a privately held, specialty pharmaceutical company focused on 

the development and commercialization of products for the treatment of attention deficit 
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hyperactivity disorder (ADHD). Upon the closing of the transaction, Pfizer holds exclusive 

North American commercialization rights to Quillivant XR (methylphenidate hydrochloride) for 

extended-release oral suspension, CII, the first once-daily liquid medication approved in the U.S. 

for the treatment of ADHD. Quillivant XR received approval from the U.S. Food and Drug 

Administration on September 27, 2012, and is expected to be available in pharmacies in the U.S. 

in January 2013 (Reuters.com).” 

 

Section (B) Sector Holding Updates 

Company #1: WellPoint Inc. (WLP) 

Date Recommended: 10/30/2012 

Date Re-evaluated:   11/3/2012 

Company Update 

 The company has not seen a lot of news in the last 2 weeks, but there was some slight 

good news. The buyout of Amerigroup by WellPoint earlier this year was under review for 

possibly being a Medicaid managed care monopoly in the Virginia area. On November 28
th

, the 

Justice Department okayed the merger because of a unit selloff by Amerigroup. “The sale of 

Amerigroup's Virginia unit to Inova Health System Foundation ensured that competition in the 

market will continue, the department said (Reuters.com).” The only thing holding this merger 

back is the state of Washington. Washington state is the only state that has not yet fully approved 

the merger, but many say that Washington will approve the merger in the next few weeks. It is 

also said that WellPoint will chose the CEO in the next month. The prior CEO, Angela Braly, 

resigned in August of 2012. Many suggest that the new CEO will be the current CEO of 

Amerigroup, James Carlson (IBJ.com).  

 

 So far, WellPoint has suffered due to the reelection of President Obama. It is said that this 

is because of the rise of taxes that health insurance companies will face now that Obamacare is 

pretty much set in stone. With the WellPoint merger moments away however, I think that 

WellPoint’s stock will do well. Amerigroup focuses most of their business on Medicaid. With 

the Patient Protection and Affordable Care Act, there are going to be a projected 19 million 

patients who will receive Medicaid.  

Relative Performance 

 Over the 2 week review period, WellPoint has been outperformed by both the S&P 500 

and the healthcare sector (XLV). Reasoning for this can be attributed to the rising taxes for 

medical insurers. The market as a whole, took a slight plunge the week after the election, and I 

think that both the S&P 500 and XLV were in recovery during the 2 week review period. The 



4 
 

XLV’s largest holdings, Pfizer and Johnson and Johnson both increased over the 2 week period, 

which really helped the XLV increase as a whole.  

Price Charts 

Three Month Price Chart 

 
 

 

 

 

1 Year Stock chart 

 

 

 As you can see, WellPoint has been outperformed in the last three months and in the last 

year by a fairly high margin.  
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Valuations Analysis 

 

Original Analysis 

 

Re-evaluation Analysis 

 
 

 As you can see, there has been a severe change in valuation ratios. WellPoint’s ratios 

actually have not changed much, but the industry, and the sector ratios have. The P/E ratio for 

WellPoint dropped slightly from 8.45 to 7.4 since October 30th. The industry and sector P/E 

ratios however, have gone up significantly. The industry went from a P/E of 13.1, to a P/E of 

33.44, and the sector had very similar results. The P/S ratio for WellPoint stayed about the 

same, but the industry P/B went from .5 to 5.41, and he sector had a similar result. The P/CF for 

WellPoint went from 6.6 to 5.93, whereas the industry went from 6.7 to 29.77 and the sector 

went from 9.3 to 14.3. The only ratio that stayed fairly consistent was the P/B ratio. These 

ratios have changed severely mainly due to the reelection of President Obama and the Patient 

Protection and Affordable Care Act which is now set in stone.  
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Historical Surprises 

Original Analysis  

Estimates vs Actual Estimate Actual Difference Surprise % 

SALES (in millions) 

Quarter Ending Jun-12 15,273.50 15,173.30 -100.20 -0.66 

Quarter Ending Mar-12 15,272.60 15,150.20 -122.43 -0.80 

Quarter Ending Dec-11 15,408.10 15,175.50 -232.64 -1.51 

Quarter Ending Sep-11 15,118.20 15,398.00 279.77 1.85 

Quarter Ending Jun-11 14,681.90 14,879.80 -197.92 -1.35 

Earnings (per share) 

Quarter Ending Jun-12 2.08 2.04 -0.04 -1.85 

Quarter Ending Mar-12 2.27 2.34 0.07 2.97 

Quarter Ending Dec-11 1.12 0.99 -0.13 -11.65 

Quarter Ending Sep-11 1.68 1.77 0.09 5.61 

Quarter Ending Jun-11 1.80 1.83 0.03 1.72 

 

 

Re-evaluation Analysis  

Estimates vs Actual Estimate Actual Difference Surprise % 

SALES (in millions) 

Quarter Ending Sep-12                   15,306.20        15,133.70       -172.53              -1.13     

Quarter Ending Jun-12 15,273.50 15,173.30 -100.20 -0.66 

Quarter Ending Mar-12 15,272.60 15,150.20 -122.43 -0.80 

Quarter Ending Dec-11 15,408.10 15,175.50 -232.64 -1.51 

Quarter Ending Sep-11 15,118.20 15,398.00 279.77 1.85 

Quarter Ending Jun-11 14,681.90 14,879.80 -197.92 -1.35 

Earnings (per share) 

Quarter Ending Sep-12                   1.84                 2.09                 .25                   13.79 

Quarter Ending Jun-12 2.08 2.04 -0.04 -1.85 

Quarter Ending Mar-12 2.27 2.34 0.07 2.97 

Quarter Ending Dec-11 1.12 0.99 -0.13 -11.65 

Quarter Ending Sep-11 1.68 1.77 0.09 5.61 

Quarter Ending Jun-11 1.80 1.83 0.03 1.72 
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As you can see, sales estimates were slightly above the actual sales by 172.53 million. 

This is not an incredible difference but does cause a negative surprise of 1.13%. The earnings 

were much different for WellPoint however. Earnings per share estimates were at 1.84. The 

actual earnings per share were 2.09. This makes for a positive surprise of 13.79%. The stock 

price the day these results were announced declined however because the announcement was 

the same day as the election.  

 

Consensus Estimates 

Original Analysis  

  # of Estimates Mean High Low 
1 Year 

Ago 

SALES (in millions) 
Quarter Ending Dec-12 12 15,353.30 15,721.00 15,149.00 16,105.20 

Quarter Ending Mar-13 6 15,824.30 16,357.00 15,452.10 15,984.60 

Year Ending Dec-12 14 61,115.00 61,765.60 60,571.00 62,439.10 

Year Ending Dec-13 14 66,110.00 74,162.10 62,321.00 66,515.00 

Earnings (per share) 
Quarter Ending Dec-12 16 1.15 1.30 0.98 1.47 

Quarter Ending Mar-13 12 2.37 2.58 2.14 1.92 

Year Ending Dec-12 19 7.37 7.70 7.20 7.72 

Year Ending Dec-13 22 7.98 8.58 7.50 8.62 

LT Growth Rate (%) 6 10.10 12.00 8.60 10.21 

Re-Evaluation Analysis 
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 As you can see from both charts, sales and earnings estimates for the upcoming 

quarters and years have slightly changed within the last month. The sales mean, high and low 

estimates for the quarters ending in December of 2012 and March of 2013 have slightly 

decreased, but not by a significant amount. The sales mean, high and low estimates for the 

years ending in December of 2012 and 2013 have also decreased. They decreased by a slightly 

higher percentage than did the quarters ending in December of 2012 and March of 2013.  

  

 The earnings estimates are all similar to what they were when the stock was first 

recommended, with one exception. The earnings for the quarter ending December 2012 have 

decreased by a fairly large portion. The mean went down .17, the high went down by .13 and 

the low went down by .14. The long term growth rate did change as well, but not in a similar 

fashion. The long term mean growth rate estimate on October 30th was 10.1, and it now is 11.2. 

The high went from 12 to 13, and the low went from 8.6 to 10. This is a very good sign for 

WellPoint in the long term.   

 

 

 

 

Estimate Revision Analysis 

Original Analysis (MM/DD/YYYY) 

  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 1 1 

Year Ending Dec-13 0 0 2 0 

Earnings 
Quarter Ending Dec-12 0 0 0 1 

Quarter Ending Mar-13 0 0 0 0 

Year Ending Dec-12 0 0 1 0 

Year Ending Dec-13 0 0 0 3 
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Re-Evaluation Analysis  

 

 There have been a high number of revisions in the last 4 weeks as you can see. This can 

be mainly attributed to the reelection of President Obama. For revenue, you can see that for the 

quarter and year ending in 2012, most analyst revisions are down by a large portion. This could 

possibly also be contributed by the miss in sales WellPoint had in their last quarter. For the 

quarter ending in March of 2013, revisions are slightly up, and for the year ending December 

2013, revisions are slightly down.  

 Earnings revisions look very different from the revenue revisions. For the quarter ending 

in December of 2012, earnings revisions are down by 14, which is a lot. For the quarter ending 

March of 2013, and year ending December 2013, revisions are slightly up. There is a very large 

change in revisions for the year ending December 2012 however. There are 13 analyst revisions 

that are up, and one revision that is down. This can be largely attributed to the very large positive 

surprise in earnings that WellPoint faced in the last quarter.  
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Analysts’ Recommendations 

Original Analysis 

1-5 Linear Scale Current 
1 Month 

Ago 

2 Month 

Ago 

3 Month 

Ago 

(1) BUY 9 9 8 9 

(2) OUTPERFORM 2 2 2 3 

(3) HOLD 9 9 10 8 

(4) UNDERPERFORM 0 0 0 0 

(5) SELL 0 0 0 0 

No Opinion 0 0 0 0 

Mean Rating 2.00 2.00 2.10 1.95 

 

 

Re-Evaluation Analysis  

 

 

 AS you can see by the analyst recommendations, the mean rating has gone up slightly 

since the first review period on October 30th. One analyst switched from a buy to a hold, and 

one analyst got in and said that WellPoint would underperform. The analyst ratings are still very 

bullish, however they are not quite as bullish as they were on October 30th. This does raise 

some red flags, but I know this change in recommendations was due to the reelection of 

President Obama.  
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Section (C) Sector Recommendations 

 For the overall sector, I think we should hold our current shares. The healthcare sector is 

a defensive sector, and with the fiscal cliff looming, I think this sector is a fairly safe one. 

Uncertainty does surround the market, but I think that our current holding of the ETF will do 

well in the coming months.  

  

Section (D) Sector Holding Recommendations 

Based on your analysis, are there stocks CIF currently owns from your sector you would 

recommend to: 

 Our current ETF (XLV) does hold one stock, and that stock is WellPoint. I believe that we 

should hold on to the stock and leave the stop loss price the same. I do recommend that we 

adjust the target price to $68. When I first recommended this stock, I (like most others) wanted 

to hit a homerun with a huge gain. $68 is a much more reasonable target price. It is about 12 

percent above the price we bought the stock, and about 19 percent above the current stock 

price. With the potential for very good news in the next month, and a dividend that we are 

eligible for on the 21st of December, I think we should hold on to this stock, and wait it out over 

the holiday break and reevaluate it when we get back shortly after we get back from the break.  
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Sources: 

http://www.reuters.com/finance/stocks/PFE/key-developments/article/2650077 

 

http://www.reuters.com/article/2012/11/28/us-forest-richter-cariprazine-

idUSBRE8AR07320121128?type=companyNews 

 

http://thepointdaily.com/sp-500-concluded-higher-for-fourth-consecutive-session-bsx-ge-

t/121745/ 

 

Morningstar.com 

 

Finance.yahoo.com 

 

 


