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CIF Sector Update Report (Spring 2014) 

Sector ___Materials______    Analyst:____Grant Schultz______ 

Presentation Date:___4/21/2014________ 

Review Period:  Start Date: _April 1, 2014_____  End Date:__April 19, 2014  

Section (A) Sector Performance Review 

(A-1) Sector Performance Relative to SP500 

 

One-month price chart  
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Over the course of this review period the materials stock and the S&P 500 have crossed 

paths numerous times. Over the last few days of the period XLB outperformed the S&P 500 and 

therefore finished the period higher. As expected the materials industry was more volatile than 

the S&P 500 and performed better in bullish markets and worse in bearish markets.  At the end 

of the review period, both sectors were up, and there was about a 0.5% between the materials 

market and the S&P 500.  

One of the major events that consistently affected the stock market was the trouble in 

Ukraine. On March 26th Obama announced that US would not be involved with the crisis in 

Ukraine. As one can see this affected both sectors though it was much more detrimental to the 

materials industry then it was to the S&P 500. From April 9th to April 11th the S&P and XLB 

declined at similar rates. The reasons why the XLB wasn’t effected as much as the S&P was 

because this decline was from the selloff of technology stocks. 

Overall the materials industry is a cyclical stock. During times of growth the materials 

market should outperform the materials industry. Since this one month review period has been 

very volatile it did not in particular favorite the materials industry. The materials industry had a 

gain of .51% compared to the top gainer, energy with growth of 6.85% and the biggest loser of 

Consumer Discretionary with negative return of -3.8%. The materials industry was dragged 

down by some mining stocks and experienced some great gains by some steel manufacturing 

companies. With this report coming in the middle of earnings I believe there could be some 

tremendous growth in this sector. So far it seems the reports filed have been favorable and if 

this continues the materials sector should benefit. 
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(A-2) Big Sector Movers 

1 month price chart of the two largest gainers and losers 

Allegheny Technologies Inc. (ATI) Index Weight 0.77%    Change % 17.49% 

 

 Allegheny Technologies Inc. (ATI) is a steel, titanium and nickel manufacturer and has 

seen stock price increase nicely over the last month. One major reason for this is it seems that 

titanium prices are changing in favor of ATI. People have notice this and ATI has seen some 

analyst upgrade their current opinions of the company. Sterne Agee for example upgraded ATI 

to a neutral from an underperform (Schiavo).  

 

Alcoa Inc. (AA) Index Weight 2.51%  Change % 13.95% 
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Alcoa is U.S largest aluminum based producer. On April 12th, this company released their 

first quarter earnings and beat analysts’ predictions. At first glance it might look like the 

company missed their quarterly earnings though after excluding onetime purchases AA had 

earnings per a share of $.09 compared to estimates of $.05. On March 27th Alcoa released their 

new Ultra One truck wheel which cuts the weight of similar tires by 50%. This could decrease 

the weight of commercial trucks by 1,400 pounds (Caplinger). 

Largest Losers (1 Month) 

Newmont Mining Corporation (NEM) Index Weight 2% Change % -8.65% 

 

 

 Newmont Mining Corporation specializes in gold and is based in Colorado. Some of the 

news that has been plaguing Newmont is the high taxes imposed by the Indonesian 

government. As of now, the Indonesia has an export tax in between 20% to 25% and it is 

expecting to increase to 60% by 2016.  Also there has been a lot of talk of Newmont and Barrick 

Gold merger and investors did not seem to like this idea. Though on Monday these talks 

seemed to have hit a road block and Newmont stock rose over 6%. 
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FMC Corp. (FMC) Index Weight 1.75%  Change % -3.8% 

 

FMC is a chemical manufacturing company that specializes in agricultural. The only 

negative news I could find on FMC was that the swap rules could negatively affect FMC 

hedging. In the fourth quarter of 2013 swaps fell to 10% compared to the average 25% (Burne). 

 

3 month price chart of the two largest gainers and losers 

Largest Gainers 3 months  

Alcoa Inc. (AA)  Index Weight 2.51%  Change % 19.37% 

 

 Like said in the one month mover section it seems the biggest reason for positive 

growth for Alcoa is the new wheel they manufacture and positive first quarter earnings.  
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Allegheny Technologies Inc. (ATI) Index Weight 0.77%  Change % 13.61% 

 

 Most of the positive news for ATI seems to revolve around the positive outlook in 

titanium prices.  

 

Largest losers 3 months 

Freeport-McMoRan Copper & Gold Inc. (FCX) Index Weight 5.84% Change%- 8.79% 

 

 Freeport-McmoRan Copper & Gold Inc. is a mining copper that focuses in copper and 

gold. Like Newmont, Freepot-McMoRan has been hurt by the taxes imposed by Indonesia and 

have been trying to negotiate with the government. On March 7th, news broke that Freeport 

mines in Congo would not be able to expand because of power rationing. Though Freeport 

sated this would not affect the short operations.  
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International Paper Company (IP)  Index Weight 3.41%  Change%-5.96% 

 

 International Paper Company is the largest pulp and paper company in the world. One 

area of concern for investing in IP is some of the top executives have been selling their stock. 

On March 10th, it was reported that a senior Vice President sold more than 20% of his stock 

(Hamilton). On February 4th IP reported quarterly earnings below expectations.  

 

(A-3) Two Largest Stocks in the Sector 

1 month price chart to include the two stocks, sector ETF and SP500. 

E.I. du Pont de Nemours and Company (DD)   Index Weight- 10.58% 

Monsanto Co. (MON)  Index Weight 10.1% 
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 As one can see the two biggest stocks in this sector underperformed compared to the 

rest of the sector and the S&P 500. On April 3, 2014 MON released its second quarter’s earnings 

which beat expectations. I believe one of the main reasons Monsanto stock has been declining 

is the touchy subjects of genetically modified organisms. This is a subject that many people are 

against and has tremendous impact on the stock. Major news for DuPont is they have opened a 

new research facility in South Africa. This facility will focus on pest and diseases, climate 

volatility and depleted soils.  

 

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

 Over the next three months I have a bullish outlook on the future of the materials 

industry.  Some of the main reasons for this is the summer months coming should help some of 

the specialty chemical companies which are major holdings in this sector. Also the trends on 

steel and aluminum seem to be finally turning bullish which could be very beneficial for many 

stocks in this sector. Though there are some areas of concern, like the great deal of unrest in 

the world like in Ukraine which is a major agricultural provider. Also there is some regulations, 

like the one in Indonesia that could negatively affect the sector. This being said I believe both 

these are isolated concerns that will only affect a minority of the stocks. For this reason I 

believe the sector as a whole should continue to increase.  
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Section (B) Sector Holding Updates 

Company #1: PPG Industries Inc. (PPG) 

Date Recommended: 03/05/2014 

Date Re-evaluated:   4/21/2014 

(B-1) Company Updates and Stock Performance 

Company Update 

 On April 1st PPG successfully completed it deal to sale it ownership in transition lenses. 

Through this deal PPG received approximately 1.5 billion dollars after tax. PPG announced on 

April 4th that paintmanager now has internet connectivity. This products helps automotive 

refinishing businesses productivity and profitability. On April 9th it was announced that the 

Department of Energy had awarded PPG with a $224,000. This award was to help PPG research 

and development of a dark pigment coating to absorb visible light which is then radiated away 

from the building. PPG authorized a $2 billion dollar share buyback program on April 17th. Also 

on April 17th, PPG announced its first quarter report for 2014. Revenue rose to $3,636 million 

which is a 17% rise year over year and it beat reuters estimates. Though this missed Zacks 

Consensus Estimate of $3,735 million. 

Relative Performance 

PPG outperformed both the S&P 500 and the materials sector during this review period. 

Posting gains of .73% over the last month. 

1-Year Price Chart 

 

 

 Over the last year PPG has constantly beat the S&P 500 and the materials sector. 

Posting gains of nearly 40% over the last year. One major cause for this expansion has been PPG 
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shift from commodity chemical to diversified chemicals. It lost some ground in mid-April to 

both of these indexes though the earnings report really made their stock price jump.  

(B-2) Valuations, Estimates and Recommendations 

Original Analysis 

 
 

 

Re-evaluation Analysis 

Ratio Analysis Company Industry Sector 

P/E (TTM) 27 15.18 27.85 

P/S (TTM) 1.79 2.25 3.62 

P/B (MRQ) 5.16 1.31 3.12 

P/CF (TTM)  22.03 49.55 

There were no big surprises in these numbers for PPG. Though the key statistics for the 

industry and sector experienced a lot of fluctuations. 

Historical Surprises 

Original Analysis  
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Re-evaluation Analysis  

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 Mar-14 3,628.51 3,636.00 7.49 0.21 

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 

Earnings (per share) 

Quarter Ending Mar-14 1.87 1.98 0.11 6.07 

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 

 

 According to Reuters the last quarter both sales and earnings per a share beat 

estimates. Sales beat estimations barely by .21%. While earning per a share rose 6.07%. Which 

led to a 4.1% increase in the stock price. 
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Consensus Estimates 

Original Analysis  

 
 

 

Re-Evaluation 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) 

Quarter Ending Jun-14 11 4,118.97 4,345.00 3,899.97 4,206.17 

Quarter Ending Sep-14 11 4,035.99 4,235.00 3,886.50 4,173.69 

Year Ending Dec-14 13 15,434.20 16,350.00 14,794.00 16,324.20 

Year Ending Dec-15 13 16,079.10 17,258.00 15,272.60 17,212.10 

Earnings (per share) 

Quarter Ending Jun-14 15 2.78 3.01 2.60 2.43 
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Quarter Ending Sep-14 15 2.73 2.89 2.65 2.46 

Year Ending Dec-14 14 9.38 10.15 9.00 8.92 

Year Ending Dec-15 15 10.65 11.90 10.00 9.90 

LT Growth Rate (%) 4 10.83 12.50 9.00 8.43 

 

The analysis are not as bullish on PPG as they were at the time of reporting. They have 

slowly been cutting back their expectations on PPG revenue. I believe analyst decided on 

cutting back the projections because of the recent down turn the market experienced I feel like 

if the majority of stocks report positive news these prediction will start to increase again.  

Estimates Revision Summary 

Original Analysis (03/05/2014) 
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Re-Evaluation Analysis  
ESTIMATES REVISIONS SUMMARY 

  Last Week Last 4 Weeks 

Number Of Revisions: Up Down Up Down 

Revenue 

Quarter Ending Jun-14 0 3 0 9 

Quarter Ending Sep-14 0 3 1 7 

Year Ending Dec-14 0 6 0 11 

Year Ending Dec-15 0 5 1 9 

Earnings 

Quarter Ending Jun-14 0 6 2 12 

Quarter Ending Sep-14 1 5 5 9 

Year Ending Dec-14 0 6 2 10 

Year Ending Dec-15 1 5 6 7 

 As one can see analyst revisions has not favorable. I contribute the change of this 

estimate to being from the downturn in the market right before PPG reported. All these analyst 

are going to look at PPG right before they report so if the market is bad they will assume that 

PPG will also do poorly. Though like said earlier the market has had a nice little bounce back the 

last few days and if this trends continues I think people will see more analysts with upward 

revisions. 
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Analysts’ Recommendations 

Original Analysis  

 
Re-Evolution Analysis 
ANALYST RECOMMENDATIONS AND REVISIONS 

1-5 Linear Scale Current 

1 Month 

Ago 

2 Month 

Ago 

3 Month 

Ago 

(1) BUY 9 9 9 9 

(2) OUTPERFORM 4 4 4 5 

(3) HOLD 6 6 6 6 

(4) UNDERPERFORM 0 0 0 1 

(5) SELL 0 0 0 0 

No Opinion 0 0 0 0 

 

Mean Rating 1.84 1.84 1.84 1.9 

Analysis opinions have remained the same. 
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(B-3) Technical Indicators  

10 & 50 day moving average (MA) technical analysis chart with relative strength index (RSI) 

 
50- & 200-day moving average (MA) technical analysis chart with relative strength index (RSI)  

 
 In the 10 and 50 day moving average there has been a death cross for PPG but with the 

recent surge in stock price the 10 day should quickly make for a golden cross. Compare this to 

the 50 and 200 day moving average which the 50 day has been above the 200 day for the whole 

duration of two years. 
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Section (C) Sector Holding Recommendations 

 

 
 

Company Name 

 
 

Ticker 
Symbol 

 
Date 

Recommended 

 
Date Re-

evaluated 

 
Recommendation 

 

 
Sell 

Adjust 
“Target 
Price” 

Adjust 
“Stop-

loss 
Price” 

PPG Industries, Inc. PPG  3/5/2014 4/21/2014 N/A N/A N/A 
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