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Date: __4/1/13______ 

Analyst: ____Eric Russell____ 

CIF Sector Recommendation Report (Spring 2013) 

Sector ___Industrials_____   Review Period__March 14th- March 27th ___ 

Section (A) Sector Performance Review 

 

 

 

Relative to the S&P 500, the industrials sector has been underperforming, declining 

almost 1.5% during my two-week review period. I believe the reason for this is that the 

industrials sector had been doing well the couple weeks before my review period and the 

stocks in the sector are seeing a slow down in their rapid growth. As a whole the market has 

been up over 10% in 2013, which is extremely high compared to recent years. Many stocks in 

the industrials sector have hit 52-week highs in recent months, so I am not surprised that the 

sector has leveled out a little bit.  
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Highlight noteworthy headline news from the sector (company-, industry-, or sector- level 

news) 

Production Pullback: Industrial Production - February 2013 

Today, the Federal Reserve released its monthly read of industrial production and capacity 
utilization. It showed a notable increase in February, with total industrial production climbing 
0.71% since January and rising 2.52% above the level seen in February 2012. 

Capacity utilization also rise climbing 0.55% from January, rising 0.83% above the level seen in 

February 2012 to stand at 79.63%. It's important to recognize that although the "recovery" is 

well over two years old, both industrial production and capacity utilization are notably below 

the peaks set in late 2007. 

General Electric Co Stock Buy Recommendation Reiterated (GE) 

GE's revenue growth has slightly outpaced the industry average of 2.1%. Since the same quarter 
one year prior, revenues slightly increased by 2.1%. This growth in revenue appears to have 
trickled down to the company's bottom line, improving the earnings per share. 

The stock has not only risen over the past year, it has done so at a faster pace than the S&P 
500, reflecting the earnings growth and other positive factors similar to those we have cited 
here. Looking ahead, unless broad bear market conditions prevail, we still see more upside 
potential for this stock, despite the fact that it has already risen over the past year. 

GENERAL ELECTRIC CO has improved earnings per share by 10.8% in the most recent quarter 

compared to the same quarter a year ago. The company has demonstrated a pattern of positive 

earnings per share growth over the past two years. We feel that this trend should continue. 

During the past fiscal year, GENERAL ELECTRIC CO increased its bottom line by earning $1.39 

versus $1.24 in the prior year. This year, the market expects an improvement in earnings ($1.69 

versus $1.39). 

 

 

 

 

 

 

http://www.federalreserve.gov/releases/g17/Current/
http://www.federalreserve.gov/releases/g17/Current/
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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)? 

Waste Management (WM): 5.1% Increase 

I couldn’t find any big news on Waste Management but I did find one article stating Waste 

Management might have an edge on competitors in certain parts of their business.  

“As mentioned earlier, the side business of most waste management companies is producing 

energy both through incineration and tapping gases that are produced by the landfills. The 

leader in this industry is Covanta Holding Corporation (CVA), however, Waste Management 

plans to increase its current level of 550 megawatts by two thirds in the next seven years. This 

definitely places it in a better position vs. certain competitors who do not have a presence in 

this field (e.g. Waste Connections, Inc. (WCN)).” 

Stericycle (SRCL): 6.6% Increase 

The only positive news I could find is that Goldman Sachs upgraded their rating to a buy for 

SRCL, this could possibly make consumers more bullish after hearing this news. 

Deere (DE): 5.2% Decrease 

FedEx (FDX): 10.3% Decrease 

“FedEx Corp cut its full-year forecast after a worse-than-expected quarterly profit as customers 
shift from air express to slower but cheaper modes of international shipping.” 

After a disappointing set of Q3 results from FedEx (FDX) last week driven by overcapacity in the 

international freight industry and an unfavorable volume-mix in the express package delivery 

segment, we have adjusted our price estimate for the company. Key drivers impacted by the 

change in our outlook for the company are average daily international priority and economy 

shipment volumes, and FedEx Express EBITDA margins. 

 

 

 

 

http://seekingalpha.com/symbol/cva
http://seekingalpha.com/symbol/wcn
http://www.reuters.com/finance/stocks/overview?symbol=FDX&lc=int_mb_1001
http://www.reuters.com/finance/stocks/overview?symbol=EXPR&lc=int_mb_1001
http://seekingalpha.com/symbol/fdx
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Highlight the largest two holdings from the sector and note any headline news on the 

companies 

General Electric (GE): 12.12% 

“After a very strong rally that has taken the S&P 500 Index (SPY) up by about 9% in just the first 

months of 2013, there are a few signs that the market might be topped out and due for a 

correction. This is important for investors to consider, especially as we edge closer to the "Sell 

in May and go away" time period. The price action of key stocks like Caterpillar (CAT) and 

General Electric (GE) could be warning investors now that the market is at or near a peak. For 

many investors, it might be a great time to take some profits and position portfolios for a 

potential sell-off in equities.” 

General Electric (NYSE: GE  ) is not in the business of missing opportunities. It describes itself as 
a company that "works on things that matter." Energy for a growing global population certainly 
matters, and natural gas is an energy darling these days. As natural gas moves closer to 
worldwide adoption, the fact that it's most easily transported over long distances in liquid form 
is not lost on GE. GE Oil & Gas is getting more skin in the game. 

United Technologies Corp (UTX): 5.57% 

“United Technologies Corp. (UTX) today announced it has completed the sale of the former 
Goodrich Corporation electric power systems business to Safran for approximately $400 
million. Sale of the electric power systems unit was one of the two divestitures required by 
regulatory authorities as a condition of UTC's acquisition of Goodrich Corporation. UTC 
completed the sale of the other unit, the legacy Goodrich pumps and engine controls business, 
earlier this month.” 
 
 
“The acquisition of Goodrich in calendar year 2012, coupled with several wins thanks to their 

ingenious new PurePower Geared Turbofan engine, lead me to believe that United Technology 

Inc is poised for accelerated future growth above recent recessionary related historical norms. 

Forbes staff writer Daniel Fisher authored an excellent report titled “The Billion-dollar Bet On 

Jet Tech That’s Making Flying More Efficient” that nicely summarized the courage, forward-

thinking nature and competency of UTC Chairman Louis Chênevert.” 

 

 

 

 

 

http://seekingalpha.com/symbol/spy
http://seekingalpha.com/symbol/cat
http://seekingalpha.com/symbol/ge
http://caps.fool.com/Ticker/GE.aspx?source=isssitthv0000001
http://my.fool.com/watchlist/add?ticker=GE&source=iwlsitbut0000010
http://finance.yahoo.com/q?s=utx
http://www.forbes.com/companies/goodrich/
http://www.forbes.com/sites/danielfisher/2013/01/23/the-billion-dollar-bet-on-jet-tech-thats-making-flying-more-efficient/
http://www.forbes.com/sites/danielfisher/2013/01/23/the-billion-dollar-bet-on-jet-tech-thats-making-flying-more-efficient/
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Comment on short-term outlook of the sector (including noteworthy upcoming events) 

 As for the short-term outlook on the industrials sector, I am pretty neutral overall. There 

are a number of companies coming out with quarter earnings later this month, but I read 

somewhere that these upcoming months the economy and S&P 500 as a whole could see a 

slow down after seeing high growth in the past year.  

 

Section (B) Sector Holding Updates 

Company #1: Stericycle (SRCL) 

Date Recommended: 02/05/2013 

Date Re-evaluated:   04/01/2013 

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.)  

 

There hasn’t been too much going on in the company in the past two weeks. A couple 

articles I found were commenting on the fact that Stericycle has been hitting their 52-week 

high. As far as earnings go the next earnings date is set for late April but I believe the stock will 

hit our target price by then. One bullish article I found said “Stericycle was initiated a buy rating 

by Goldman Sachs as the company should be able to continue gaining domestic market share. A 

target price of $115 was set.” In the few articles that I did find, there wasn’t any bearish 

sentiment on the stock, and I agree with analysts, Stericycle definitely has potential to keep 

growing and increasing their stock price.  

 

Relative Performance 

Relative to the Industrials sector and the S&P 500, Stericycle performed very well during 

my two-week review period. The S&P saw returns of .54% and the sector saw returns of -1.10%, 

compared to the awesome performance of Stericycle which saw returns of a little over 4% in 

the two-week period. This two-week period doesn’t really do justice to how well Stericycle has 

performed since we bought it. We paid $96.53 for the stock and in about a month and a half 

the stock has gone up almost $10.  
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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 

 

 

Re-evaluation Analysis 

Ratio Analysis Company Industry Sector 

P/E (TTM) 34.47 27.84 22.81 

P/S (TTM) 4.78 1.12 1.74 

P/B (MRQ) 5.92 1.39 1.54 

P/CF (TTM) 26.4 9.06 11.96 

 

As far as the valuation analysis goes, there haven’t been any drastic changes. Overall, 

the ratios for the company have increased slightly, but that is to be expected as the stock price 

as jumped a few percent since the original recommendation. These changes are due more to 

change in stock price than change in earnings or sales and cash flows. To me, the most 

interesting change from the original recommendation is the fact that the industry P/E has gone 

up by about 12 points from 15.72 to 27.84. This is quite a large jump and I am not exactly sure 

why this has happened. My guess would be that a lot of stocks in this industry have been 

pushing their 52-week high so their P/E has gone up because of that.  
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Historical Surprises 

Original Analysis  

 

Re-evaluation Analysis  

 

 

There isn’t too much to comment on in the comparison of the historical surprises. All of 

the numbers are the exact same except there has been one quarter added to the new table. 

This quarter was the quarter ending December 2012. In the quarter Stericycle saw positive 

surprises in both revenue and earnings, by almost 3% in both cases. This is certainly a bullish 

sign for the stock going forward.  
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Consensus Estimates 

Original Analysis  

 

Re-Evaluation Analysis  

 
 

 As a whole pretty much all of the consensus estimates have gone up for all quarters and 

year endings for both sales and earnings per share. This is certainly a bullish indicator for 

Stericycle. Also it appears that the number of analysts posting estimates for Stericycle has gone 

up as well. I also see this as a bullish indicator as more analysts have been researching the stock 

in the past couple months.  



10 
 

Estimate Revision Analysis 

Original Analysis  

 

Re-Evaluation Analysis  

 

  

 For both the original and re-evaluation revisions there are no estimates for the past 

week. As for the last four weeks there are a similar amount of down revisions but for the re-

evaluation analysis there are more up revisions than in the original summary. I think analysts 

may becoming more bullish on the stock as SRCL has recently seen high returns and show no 

real threats in the near future.  
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Analysts’ Recommendations 

Original Analysis 

 

Re-Evaluation Analysis  

 

  

 Analyst recommendations have stayed very similar in comparing both of the analysis. 

There continues to be 6 buy recommendations, 3 outperform, and 6 hold recommendations. I 

think analysts like where the stock is going right now and holding it would probably be the best 

idea, and I certainly agree. With a 2.00 mean rating, as a whole analysts are bullish on 

Stericycle.  
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Section (C) Sector Recommendations 

You will make recommendations on whether CIF should continue to own its sector holdings 

 I believe we should continue to own our sector holdings. The only holding we have is 

Stericycle, and since we bought it the stock price has increased almost 10%, and about 4% 

during my two-week review period. The stock is currently only about $2 away from our target 

price and I believe the company will continue to see growth and hit our target price.  

 

Provide your views on the sector. Are you bullish, bearish or neutral on the sector, and why? 

 As I said before I am pretty neutral on the sector. Many industrial stocks have hit 52-

week highs in recent weeks and since then the industrials sector has leveled out a little bit. I 

believe the economy is in a stable state right now so I don’t see there being a decline in the 

market.  

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

out of the sector, and why? 

 I believe CIF should stay put with the holdings we have. XLI has been doing very well and 

Stericycle has been one of the best performing stocks in the entire sector. With Stericycle being 

less than 2 dollars away from our target price, I do not see a reason why we should sell the 

stock before it hits our target price.  
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Section (D) Sector Holding Recommendations 

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

recommend to: 

1. We should not sell Stericycle, Stericycle has seen high returns over the past couple of 

months and I believe it can definitely reach our target price of $108.00.  

 

2. I do not think we should adjust the target price for Stericycle. Although the stock has been 

on a steep incline for the past few weeks, this cannot go on forever. I believe Chris 

recommended Stericycle at the perfect time as we have already seen a 10% return on the 

stock. As a whole industrial stocks have been doing well over the past quarter but for my 

review period the sector has actually seen negative returns making me think that the 

growth of the sector and stocks in it will slow down. That being said, I think if we can hit the 

target price of $108.00 that will be a good time to get out.  

 

3. I believe we should adjust the stop loss price to $100.00. As I said before, the industrials 

sector has seen slowed growth over the past couple weeks. Many stocks in the sector hit 

their 52-week high in recent weeks but have been flattening out. It was a good choice to 

buy Stericycle and since it has already grown over 10% I don’t see a reason why we should 

keep the stop loss so low. If we adjust the stop loss price to $100.00, no matter what 

happens in coming weeks we will come out of this one with a profit.  

 

 

 
 

Company Name 

 
 
Ticker 

Symbol 

 
Date 

Recommended 

 
Date Re-
evaluated 

 
Recommendation 

(Explain Why) 
 

 
Sell 

Adjust 
“Target 
Price” 

Adjust 
“Stop-

loss 
Price” 

Stericycle (SRCL) 02/05/2013 04/01/2013 No No Yes 
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