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CIF Sector Update Report (Spring 2014) 

Sector Materials        Analyst: Heath Olson 

Presentation Date: March 24th, 2014 

Review Period:  Start Date: February 24th, 2014    End Date: March 19th, 2014 

Section (A) Sector Performance Review 

(A-1) Sector Performance Relative to SP500 

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

 

 

 

 

 

 

 



2 
 

Copy/paste a one-month price chart (from http://finance.yahoo.com/ or 

http://www.google.com/finance) of both the sector ETF and SP500 here.  

 

 

How did the sector perform relative to the broad market (SP500) during the review period? 

What might have caused the out-/under-performance of the sector in relation to the broad 

market? You should weigh in macro, sector/industry, and company-specific factors that might 

have contributed to the out-/under-performance 

 The Materials sector outperformed the S&P 500 over the past month consistently by 

about 1%.  This is mostly due to strong performances by chemical makers, such as E.l. du Pont 

and DOW Chemical, which combined make up over 20% of the Materials ETF weight.   

 

What are some of the noteworthy news/events from the sector during the review period? 

The news/events can be company specific, or for the industry/sector 

 On March 6th, 2014 the Materials sector reached an all time high of $48/share.   

 

(A-2) Big Sector Movers 

Identify two largest sector gainers and losers from recent 1 month. Copy/paste a 1 month 

price chart of the two largest gainers and losers here.  

http://finance.yahoo.com/
http://www.google.com/finance
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2 largest sector gainers: Allegheny Technologies Inc. (+18.01%) and FMC Corp (+9.49%) 

2 largest sector losers: Cliffs Natural Resources Inc. (-10.38%) and International Paper Company 

(-6.88%) 
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What might have contributed to big price moves in the period examined (recent 1 month) of 

each of the named gainers/losers?  

 On March 4th, 2014 Allegheny filed its 8-k, which established a new Long Term 

Performance Plan (LTPP) that the markets responded very positively to.  FMC Corp announced 
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on March 10th, 2014 that it would be splitting its agriculture, health, and nutrition businesses 

from its minerals division. 

 Cliffs Natural Resources has gone down because of dropping iron ore prices due to a 

decrease in demand from Chinese steel mills.  International Paper saw insider selling on both 

March 4th and March 17th, 2014 by its Vice President and CEO, respectively. 

 

Identify two largest sector gainers and losers of during recent 3 month. Copy/paste a 3 month 

price chart of the two largest gainers and losers here. 

2 largest sector gainers: Alcoa Inc. (+20.82%) and Vulcan Materials Co (+15.29%) 

2 largest sector losers: Cliffs Natural Resources (-18.67%) and Freeport McMoRan (-9.47%) 
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What might have contributed to big price moves in the period examined (recent 3 month) for 

each of the named gainers/losers?  

 On January 13th, 2014 Alcoa announced it would close its two remaining potlines at its 

Massena East smelter in Massena, New York since they were no longer competitive.  On 

February 6th, 2014 Vulcan Materials announced its Q4 2013 net income nearly tripled thanks to 

recovering residential construction. 

 Throughout January 2013 demand for iron ore continued to drop due to a slowdown of 

steel production in China.  On February 11th, 13th, and 14th, 2014, respectively, Cliffs announced 

it would significantly cut its 2014 capital expenditures, had better-than-expected earnings, and 

appointed a new CEO.  On January 22nd, 2014 Freeport reported disappointing Q4 2013 results.   

 

(A-3) Two Largest Stocks in the Sector 

Identify two stocks with the largest weight in the sector ETF. Copy/paste a 1 month price 

chart to include the two stocks, sector ETF and SP500 here.  

2 largest stocks in Materials: E.l. du Pont de Nemours (10.49%) and DOW Chemical (10.04%) 
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Highlight noteworthy news, announcements, or events relevant to the two stocks. 

 On February 27th, 2014 Du Pont was named one of the world’s 50 most admired 

companies by Fortune Magazine for the 5th consecutive year.  On March 10th, 2014 Du Pont 
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announced that the cold snap experienced this winter will likely hurt their Q1 results.  Du Pont 

aims to shed some of its lagging businesses and put more focus into agriculture.  For example, 

their new service, Encirca, is projected to bring in $500 million in revenue annually. 

 As of March 3rd, 2014 DOW Chemical saw significant insider selling, totaling over 

800,000 shares over the preceding 30 days. On March 19th, 2014 DOW Chemical announced it 

would increase its asset sales target by $1.5 billion (to $6 billion) by the end of 2015.  On the 

same day, DOW Chemical announced a “breakthrough” technology called “DOW FILMTEC™ ECO 

Reverse Osmosis (RO) Elements”; a water purification system that is said to deliver 40% better 

purification with 30% less energy. 

 

(A-4) Short-term (up to Three Months) Outlook of the Sector 

What is your short-term (up to three months) outlook of the sector? Provide arguments in 

support of your view. 

 The Materials sector will more than likely fare similar to the broader market.  The 

situation in Crimea will have a significant say on what happens to the markets as well as the 

sector.  If the situation escalates we could see negative impacts in the already lagging European 

economy.  If that happens, Materials will be heavily affected as it is sensitive to the state of the 

world economy.  That being said, the general upward climb in the markets since February 

indicate that the situation in Crimea will not escalate to that extent. 

 Assuming the situation in Crimea is either resolved or does not escalate, we can assume 

the Materials sector will continue to grow.  There have been no reports of significant insider 

trading over the past few months.  And with big, innovative companies such as Du Pont and 

DOW Chemical making significant strides we can be confident that Materials as a whole will 

follow suit given the weight of those companies in the ETF. 
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Section (B) Sector Holding Updates 

Company #1: PPG Industries Inc. (PPG) 

Date Recommended: 03/05/2014 

Date Re-evaluated: 03/24/2014 

(B-1) Company Updates and Stock Performance 

Company Update 

Update what happened to the company during the review period.  

*** Note: see Sector Update Report Guidelines for suggestions ***  

 On February 27th, 2014 PPG entered into an agreement to expand its Electrolysis 

Corrosion Kontrol (ECK) product line.  They will now be offering a full line of ECK products.  On 

March 4th, 2014 it was reported that 3 different insiders sold shares of PPG from the preceding 

30 days for a total of over 150,000 shares.  This is most likely just to downsize the weight of PPG 

in their portfolios.  On the same date PPG announced it closed its deal to acquire Hi-Temp 

Coatings.  On March 10th, 2014 Sherwin Williams (SHW) announced it met with the Federal 

Economic Competition Commission (FECC) in relation to its effort to buy Comex, a Mexican 

paint and coatings business.  On the same date, PPG closed at an all time high of 

$200.30/share.  On March 18th, 2014 PPG announced it would invest $27 million in its San Juan 

del Rio coatings plant in Mexico.  The expansion is a result of increasing demand in Mexico.   

 

Relative Performance 

Review and comment on performance of Stock #1 over the review period relative to the 

sector ETF and SP500.  

*** Note: see Sector Update Report Guidelines for suggestions *** 

 PPG performed better than both the Materials sector and the S&P 500 by 0.75% and 

1.45% respectively.  This is representative of the largely positive company updates offered in 

the previous section. 

 

1-Year Price Chart 

Copy/paste 1-year price chart of Stock #1 here. Include in the chart sector ETF as “compare” 

and “SP500” as index. Comment on performance of Stock #1 relative to the sector ETF and 

SP500. 
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 PPG has outperformed both the S&P 500 and the Materials sector over the past year by 

a significant margin.  Much of this is due to PPG selling off its commodity chemicals business 

back in April 2013.  It was after that the stock price really began to pull away from Materials 

and S&P 500.  It pulled even further away following its 17% increase in net sales in October 

2013. 

 

(B-2) Valuations, Estimates and Recommendations 

Original Analysis 

Copy/paste P/E (TTM), P/S (TTM), P/B (MRQ), P/CF (TTM) of Stock #1, the industry, and the 

sector from the original stock report, “ratio analysis” section (from CIF website, “reports” tab, 

or Angel) 

 

 
 

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

tab 

 

Re-evaluation 
analysis 

Company Industry Sector 

P/E (TTM) 27.74 13.5 22.86 

P/S (TTM) 1.82 1.96 3.49 

P/B (MRQ) 5.56 1.22 3.19 

P/CF (TTM) 16.83 7.61 13.61 

 

Comment on the changes 

 There were really insignificant changes in PPG’s valuation ratios.  The biggest changes 

seen were in the Materials sector ratios.  Each ratio increased a moderate amount indicating a 

possible increase in growth potential. 

 

Historical Surprises 

Original Analysis  

Copy/paste “Historical Surprises” Table from the original stock report (from CIF website, 

“reports” tab, or Angel) 

 

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 Dec-13 3,711.32 3,702.00 -9.32 -0.25% 

Quarter Ending Sep-13 3,960.97 3,980.00 19.03 0.48% 

Quarter Ending Jun-13 4,092.63 4,095.00 2.37 0.06% 

Quarter Ending Mar-13 3,435.60 3,331.00 -104.60 -3.04% 

Quarter Ending Dec-12 3,590.15 3,648.00 57.85 1.61% 

Earnings (per share) 
     Quarter Ending Dec-13 1.73 1.81 0.08 4.79% 

Quarter Ending Sep-13 2.34 2.44 0.10 4.11% 

Quarter Ending Jun-13 2.35 2.45 0.10 4.46% 

Quarter Ending Mar-13 1.54 1.58 0.04 2.58% 

Quarter Ending Dec-12 1.53 1.53 0.00 0.07% 

 

 

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”) 

 

 
 

Comment on the changes 

 There are no changes to comment on since the review period is before PPG will 

announce its Q1 2014 results. 

 

Consensus Estimates 

Original Analysis  

Copy/paste “Consensus Estimates Analysis” Table from the original stock report (from CIF 

website, “reports” tab, or Angel) 

 

 

 

 

 

http://www.reuters.com/
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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 

% difference 
high and 

mean 

% difference 
low and 

mean 

Sales (in millions) 
       Quarter Ending Mar-14 13 3,818.83 3,884.62 3,743.02 3,882.38 1.723% -1.985% 

Quarter Ending Jun-14 13 4282.92 4,436.21 4,102.00 3,941.13 3.579% -4.224% 

Year Ending Dec-14 17 15,961.90 16,388.00 15,207.00 15,992.40 2.669% -4.729% 

Year Ending Dec-15 17 16,484.40 17,269.20 15,795.00 16,820 4.761% -4.182% 

Earnings (per share) 
     

    

Quarter Ending Mar-14 18 2.07 2.75 1.93 1.89 32.850% -6.763% 

Quarter Ending Jun-14 18 2.88 3.09 2.71 2.48 7.292% -5.903% 

Year Ending Dec-14 19 9.66 10.45 8.69 8.95 8.178% -10.041% 

Year Ending Dec-15 19 10.72 12.10 9.50 9.81 12.873% -11.381% 

LT Growth Rate (%) 4 10.41 11.90 9.00 8.60 14.313% -13.545% 

 

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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Comment on the changes 

 There have been a few small changes to the consensus estimates analysis.  All changes 

were downwards, but were really insignificant amounts.  The mean sales estimate for Q1 2014 

went down about 0.01%.  EPS for Q1 2014 also went down 0.5% and LT Growth Rate fell about 

the same amount.   

 

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, or Angel) 
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Estimates Revisions Summary 
   

     
 

Last Week Last 4 Weeks 

Number Of Revisions: Up Down Up Down 

Revenue 

Quarter Ending Mar-14 0 0 1 0 

Quarter Ending Jun-14 0 0 1 0 

Year Ending Dec-14 0 0 1 1 

Year Ending Dec-15 0 0 2 0 

Earnings 

Quarter Ending Mar-14 1 0 2 0 

Quarter Ending Jun-14 0 0 1 0 

Year Ending Dec-14 0 0 1 1 

Year Ending Dec-15 0 0 2 0 

 

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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Comment on the changes 

 There have been a moderate number of downward revisions over the past 4 weeks, 

coinciding with the changes in the consensus estimates analysis.  Although downward revisions 

outnumber upward revisions 6:1 over the past 4 weeks, we have already established these 

revisions were very miniscule. 

 

Analysts’ Recommendations 

Original Analysis 

Copy/paste “Analyst Recommendations and Revisions” Table from the original stock 

recommendation report (from CIF website, “reports” tab, or Angel) 

 

 

 

 

 

 



18 
 

1-5 Linear Scale Current 
1 Month 

Ago 

2 Month 

Ago 

3 Month 

Ago 
(1) BUY 9 9 9 8 
(2) OUTPERFORM 4 5 5 6 
(3) HOLD 6 6 7 7 
(4) UNDERPERFORM 0 1 0 0 
(5) SELL 0 0 0 0 
No Opinion 0 0 0 0 
 

Mean Rating 1.84 1.95 1.90 1.95 

 

Re-Evaluation Analysis  

Copy/paste the “Analyst Recommendations and Revisions” Table from 

http://www.reuters.com/, “Analysts” tab  

 

 
 

Comment on the changes 

 Analyst recommendations did not change from last month.  There are still 9 buys, 4 

outperforms, and 6 holds. 

 

(B-3) Technical Indicators (“Moving Average” and “Relative Strength Index” from 

http://finance.yahoo.com/) 

*** Note: see Sector Update Report Guidelines for instructions *** 

http://www.reuters.com/
http://finance.yahoo.com/
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Copy/paste 10- & 50-day moving average (MA) technical analysis chart with relative strength 

index (RSI) as the bottom panel 

 

 
 

Copy/paste 50- & 200-day moving average (MA) technical analysis chart with relative 

strength index (RSI) as the bottom panel 
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How have the two sets of technical charts changed from the ones in the original report?  Are 

findings from technical analysis supportive of your other findings? 

 The 10 day moving average widened its lead against the 50 day since the original report.  That 

bag is beginning to close but is still wider than it was at the end of the original report.  The 50 and 200 

day moving averages continue on the same trend shown in the original report.  As expected, the RSI 

dropped since the original report.  It now sits at a little above 50 from 80 in the original report. 

 

Stock #2-?: Company Name and Ticker 

Repeat the above for Stock #2, and the rest of the individual stocks CIF holds from the sector.  

 

 

Section (C) Sector Holding Recommendations 

Based on your sector update research, recommend and provide justifications what CIF should 

do for each individual stock it holds in the sector: 

1. Continue to hold and keep “target price” & “stop-loss price” as is; 

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

price”; 
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3. Adjust “stop-loss price”.  If you recommend an adjustment, you must suggest a new 

“stop-loss price”; 

4. Sell the stock; 

 

Provide your recommendations in the following table 

 

 
 

Company Name 

 
 

Ticker 
Symbol 

 
Date 

Recommended 

 
Date Re-

evaluated 

 
Recommendation 

 

 
Sell 

Adjust 
“Target 
Price” 

Adjust 
“Stop-

loss 
Price” 

PPG Industries Inc. PPG March 5th, 
2014 

March 19th, 
2014 

No No No 

       

       

       

 

 I am not recommending any changes to the recommendations given in the original 

report.  In other words, I recommend a hold of PPG Industries, as is.  There has not been any 

significant information through my re-evaluation research to lead me to believe PPG will suffer 

significant losses over the next 3 months.  There have been some downward valuations in its 

sales and EPS over the past few weeks, but those changes were miniscule.  PPG will likely 

continue its amazing upward trend with the help of great management decisions and the 

seasonality of the stock (painting and coating are more common in the spring and summer 

months). 


