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CIF Stock Recommendation Report (Fall 2012) 

Company Name and Ticker: Boston Properties Inc. (BXP) 

Section (A) Summary 

Recommendation Buy:       Yes         No Target Price: 
$106 

Stop-Loss Price: $90 

Sector: Financial Industry: Real Estate 
Investment Trust 

Market Cap (in 
Millions): $15,477.02 

# of Shrs. O/S (in 
Millions): 150.86 

Current Price: $102.53 52 WK Hi: $117 
 

52 WK Low: $91.85 EBO Valuation: $48.47 

Morningstar (MS) Fair 
Value Est.:  $97 

MS FV Uncertainty: 
Medium 

MS Consider Buying: 
$67.9  

MS Consider Selling:  
$130.95 

EPS (TTM): 4.97 EPS (FY1): 4.88 EPS (FY2): 5.22 MS Star Rating: 3 

Next Fiscal Yr. End 
 ”Year”: 2012     
“Month”: Dec 

Last Fiscal Qtr. End: 
September 12th, 2012 
Less Than 8 WK:   
  Y   N 

If Less Than 8 WK, 
next Earnings Ann. 
Date: 
 

Analyst Consensus 
Recommendation:  
Outperform 

Forward P/E: 19.64 Mean LT Growth: 
6.12% 

PEG: 3.21 Beta: 1.34 

% Inst. Ownership:  
106% 

Inst. Ownership- Net 
Buy:   Y       N 

Short Interest Ratio: 
6.6  

Short as % of Float: 4.9 

Ratio Analysis Company Industry Sector 

P/E (TTM) 52.29 33.29 28.44 

P/S (TTM) 8.42 8.07 5.63 

P/B (MRQ) 3.02 1.38 1.88 

P/CF (TTM) 19.97 15.03 14.3 

Dividend Yield 2.53 2.73 1.91 

Total Debt/Equity 
(MRQ) 

168.98 102.89 199.36 

Net Profit Margin 
(TTM) 

18.21 31.82 17.05 

ROA (TTM) 2.3 2.37 1.23 

ROE (TTM) 5.91 5.16 8.14 

 

 

 



Investment Thesis 
 
      Boston Property Group is a 
great company that I believe has a 
lot of long term growth potential. 
The company operates in-house 
and does not depend on outside 
help in running any of its many day 
to day operations. The stock has 
historically performed very well 
compared to the S&P 500, the REIT 
industry, and its competitors 
within the industry. However, after 
researching the company I believe 
that we may have missed our 
opportunity to invest in BXP. 
Analysts from Reuters, 
Morningstar, and Yahoo! Finance 
all remain fairly bullish on the 
stock and many predict BPX will 
outperform the current estimates 
for sales and earnings. My research 
indicates the opposite, and I am 
very bearish on the stock and 
would not recommend a buy until 
next semester. 
     After careful consideration of 
analysts’ opinion and examination 
of BPX’s ratios a few things are 
startling about the company. BPX 
has just entered into a joint-
venture agreement to build the 
largest skyscraper west of the 
Mississippi River in San Francisco. 
This project, which BPX has not 
announced the cost of, will be a 
tremendous expense to company 

Summary 
Provide brief summary of your analysis in each 
section that follows 

Company Profile: Boston Property Inc. (BXP) is a 
self-managed REIT that has properties in the 
following markets: Boston, New York, Princeton, San 
Francisco and Washington, DC. BXP specializes in office 
building space and currently owns 153 properties in its 
five territories. BXP also owns a significant amount of 
undeveloped land in these markets totaling 510.5 acres 
(Reuters). According to Reuters.com BXP is completely 
in house, meaning that it manages all “development, 
financing, capital markets, construction management, 
property management, marketing, leasing, accounting, 
tax and legal services.” 
Fundamental Valuation: For my EBO valuation I 
used a 5 year abnormal growth period which 
valued the stock at $48.47. This price is 
significantly lower than the actual price and does 
not take into account the intangibles that make 
this stock so valuable. However, the stock shows 
growth over the 5 year period which is a good 
indication of continuing stock growth. 

Relative Valuation: BXP is a strong REIT in 
comparison to its competitors. Its average ROE 
over the past five years is the greatest in 
comparison to its competitors. However its P/B 
and P/S are high compared to its competitors a 
potential signal that the stock may be overvalued.  

Revenue and Earnings Estimates: Analysts have 
taken a very bullish stance on potential for the 
stock to exceed earnings estimates. For this year’s 
Q4 and year-end earnings analysts are optimistic 
that the company will see positive surprises in 
revenue. EPS is now estimated to be $1.20-$1.24, 
which is slightly less than the original estimated 
EPS of $1.25. 

Analyst Recommendations: The majority of 
analysts from reuters.com recommend a hold on 
the stock with a mean rating of 2.16, which is 
slightly more bullish than 2.37 rating they gave BXP 
3 months ago. The consensus from Reuters is also 
that the stock will outperform. Morningstar gives 
the stock a rating of 4/5 (5 being a buy, 1 a sell) 



in the near future. The company’s 
short interest ratio is 6.6 days and 
the amount of stocks being 
shorted has decreased. This is a 
good indication the stock may be 
overvalued, and investors are 
having a very difficult time re-
selling the stocks at a profit. The 
P/B of 3.02 is very high compared 
to industry and sector and the 
relatively high P/S of 8.42 indicates 
revenue per share is low compared 
to the sector. Lastly, the stock’s 
performance over the last 3 
months has been bad. The S&P 
500, XLF, and competitor VNO are 
all outperforming the stock. When 
comparing this to the 1-year and 5-
year charts, the stock should be 
outperforming all three as it has 
done for quite a long time.  
 
 
 
 

and of the 4 analysts 2 recommend a buy and 2 
recommend a hold.  
 

Institutional Ownership: The data provided by 
reuters.com for institutional ownership has been 
skewed. Currently institutional owners hold 160 
million shares, while Boston Property reports total 
shares outstanding of 150.86 million shares. After 
further research, I learned that when an 
institutional holder shorts a lot of its stock, in this 
case BPX stock, it essentially lends those stocks to 
another firm. If the firm who borrowed those 
stocks sells them to yet another firm, the initial 
seller of the stocks and the firm who bought them 
last sometimes both report ownership of those 
stocks. It is my belief that this is what has 
happened because BPX stock has been shorted 
very frequently and adjustments have not yet been 
made to the data of who really owns the stock.  

Short Interest: By far the most alarming aspect of 
BXP is the Short Interest Ratio. The most recent 
estimate of the Short Ratio is 6.6 days. This along 
with the decrease in amount of stocks being 
shorted are an indication the stock may be 
underperforming expectations and could 
potentially have been overvalued.  

Stock Price Chart: The 3-month price chart shows 
that BXP has underperformed the S&P 500, XLF, 
and competitor VNO. Looking back over the year 
and past years, with the exception of 2008-2009 
the stock has performed incredibly well and has 
done better than the XLF and S&P 500. Over this 
time frame the stock has performed the same if 
not better than competitor VNO. 

 

 Section (B) Company Profile (two pages maximum)  

Company Summary: Boston Property Inc. is a self-managed real estate investment trust that 

specializes in the oversight and construction of office building space in five distinct markets 

around the United States. The company currently owns 153 office buildings in Boston, New York, 

Princeton, San Francisco and Washington, DC. BXP also owns a large amount of undeveloped land in 



these five geographic locations that it is looking to expand on in the future. In addition, to the office 

space and land, BXP also owns a few retail malls and residential areas.  

 BXP is completely self-contained, meaning that all of the company’s operations from financing 

to construction are done in house. This business strategy has led to reduced operating costs and the 

added benefit of not having to depend on outside companies for products or manufacturing. The 

company conducts all business with outside firms through a subsidiary called Boston Properties Limited 

Partnership.  

Business Model, Competition, Environment and Strategy 

As mentioned in the company profile, Boston Property Inc. is a completely in house 

company. In the modern economy, large Fortune 500 companies like BXP can rarely run a 

complete in house operation. BXP conducts all business within its own doors and relies on 

individual departments within the company to cover every aspect of operation. Recently BXP 

has been looking into ways to cut costs and in doing so has been very efficient with its energy 

usage. The Energy Innovator Award was given to BXP for its efforts in energy use reduction and 

innovation in energy saving technology (Enteric). The REIT marketplace and industry is very 

competitive. The barriers to entry are very high because there is a limited amount of land, 

resources, and buildings that can be built in a given geographic location. BPX’s main competitor 

when it comes to office buildings is Brookfield Properties. However, BXP has a significant hold 

on the market share of office buildings with a $15 billion stake in the industry compared 

Brookfield’s $8.8 billion stake (seekingalpha). 

Revenue and Earnings History 

This information is available in Reuters.com, “Financials” tab. Copy/paste the quarterly 

revenue and earnings per share numbers for the most recent three years. Add the numbers 

over four fiscal quarters to get annual revenue and earnings. For the current fiscal year, go 

ahead add up as many quarters as are available. NOTE: revenue numbers are “in millions”. 

Discuss any pattern in revenue and earnings (e.g., increasing year over year; seasonal; etc.) 

This information was not provided on Reuters.com 

 

Section (C) Fundamental Valuation (EBO) 



 

 

Inputs (provide below input values used in your analysis) 

EPS forecasts (FY1 & FY2):  4.88 & 5.22 

Long-term growth rate:  6.12% 

Book value /share (along with book value and number of shares outstanding): 

 Book value:   $5.12 billion 

 # of shares outstanding: 150.86 million 

 Book value / share:  $33.94 

Dividend payout ratio:  61.37% 

Next fiscal year end:   2012 

Current fiscal month:   12 

Target ROE:    5.91% 

Output 

Above normal growth period chosen: 5 years 

EBO valuation (Implied price from the spreadsheet): $48.47 



Sensitivity Analysis 

EBO valuation would be (you can include more than one scenario in each of the following): 

$47.94 if changing above normal growth period to 4 years 

$51.93 if changing growth rate from mean (consensus) to the highest estimate 9.1% 

$47.22 if changing growth rate from mean (consensus) to the lowest estimate 5% 

$58.30 if changing discount rate to 10% 

$48.47if changing target ROE to 8% 

  

Section (D) Relative Valuation 

 

From the top panel 

The discussions should address all of the following valuation metrics: forward P/E, PEG, P/B 

(MRQ), P/S (TTM), and P/CF (TTM).  

Compare the implied prices derived from various valuation metrics. Also compare those implied 

price to the stock’s current price, and 52-week high and low. 

Looking at the valuation metrics of BXP and its competitors, all companies had very similar 

Forward P/E ratios, although BPX’s could technically be considered an outlier. BXP’s high 

forward P/E of 19.64 indicates that future earnings may drop.  The LTG of the companies 

differed by a lot and this definitely shows in the wide range of implied values. DDR’s negative 

ROE skewed a lot of its numbers. All of the companies had similar P/S (VNO being the outlier at 



4.93) BPX was the median P/S and therefore could see decent revenue per share compared to 

its competitors.  

From the bottom panel 

Discuss the various implied prices of your stock derived from competitors’ (“comparables”) 

multiples. How different are the prices derived from the various valuation metrics? Note any 

valuation metrics that seem to yield outlier prices and explain For each valuation metrics, 

Compare the current price and 52-week high /low of your stock to the High-low range derived 

from multiples of its competitors. 

Among the valuation metrics analyzed, which ones do you think are most relevant as a 

valuation tool for your stock? 

Based on the valuation metrics, I chose to compare my competitors P/B and P/S to BXP’s 

P/B and P/S. These metrics were the most similar and therefore I felt would provide the best 

comparison. Vornado, which happens to be the closest valued stock compared to BXP, had an 

implied value of $138.76. The two companies have historically performed about the same. The 

EPS for Vornado using the P/S is $1.26 which is very close to BXP’s EPS for this fiscal year of 

$1.24. Given the current share price of BPX being $102.52 this could indicate room for growth 

for BPX if its performance is comparable to VNO.  

  Assuming the stock has room for growth VNO’s P/B is also comparable to BXP’s P/B. 

VNO’s stock is currently performing better than BXP, and one of the reasons this is happening is 

because of BXP’s relatively high P/B compared to its competitors. A P/B of 3.02 is high 

compared to the REIT industry and financial sector as a whole. A low P/B is a good indicator a 

stock is undervalued, but the relatively high P/B that BXP has may be alarming some investors.  

 

 

 

 

 

 

 

 



Section (E) Revenue and Earnings Estimates 

 

Review recent trends in company’s reported revenue and earnings, and discuss whether (1) the 

company has a pattern of “surprising” the market with numbers different from analysts’ 

estimates; (2) Were they positive(actual greater than estimate) or negative (actual less than 

estimate) surprises? (3) Were surprises more notable for revenue or earnings? (4) Look up the 

stock chart to see how the stock price reacted to the “surprises. NOTE: Reuters does not put 

the sign on the surprise. You need to put a “negative” sign when it is a negative surprise. 

 



 

Review the range and the consensus of analysts’ estimates. (1) Calculate the % difference of 

the “high” estimate from the consensus (mean); (2) Calculate the % (negative) difference of 

the “low” estimate from the consensus; (3) Are the divergent more notable for the current or 

out- quarter, FY1 or FY2, revenue or earnings? (4) Note the number of analysts providing LT 

growth rate estimate. It that roughly the same as the number of analysts providing revenue 

and earnings estimates? 

 

The % difference of the “high” estimate for FY1 = 3.13% 

The % difference of the “low” estimate for FY1 = -5.52% 

The % difference of the “high” estimate for Q Dec-12 = 2.05% 

The % difference of the “low” estimate for Q Dec-12 = -3.99% 

Based on my calculations the divergent is definitely more noticeable in the FY1 estimates. The 

reason for these numbers being greater is that analysts have much harder time predicting year 

end revenue compared to one quarter’s revenue. Only 5 analysts provided a long term growth 

estimate compared to the range of 7-17 analysts providing estimates for sales and earnings. 

This may indicate that long term growth could be greater or smaller if the same number of 

analysts provided recommendations for LTG as they did for sales and earnings.  



 

 

 

 

 

 

Review recent trend of analysts’ consensus (mean) estimates on revenue and earnings. (1) 

Are the consensus estimates trending up, down, or stay the same? (2) Is the trend more 

notable for the near- or out- quarter, FY1 or FY2, revenue or earnings? 

 

Currently, analysts’ consensus for Q4 earnings and year-end earnings are trending up for both 

Q4 this year and Mar-13 next year. The current estimates for both FY1 and FY2 are very bullish 

and analysts are placing a lot of faith in the company’s to increase profitability. Given the 

amount of undeveloped land that BXP owns, I can see them liquidating some of the property to 

meet these high estimates. However, this may not be the best option for BXP going forward, 

and analysts may just be too bullish on the stock and earnings.  



 

Review the number of analysts revising up or down their estimates (both revenue and 

earnings) in the last and last four weeks. (1) Note whether there are more up or down 

revisions; (2) are the revisions predominantly one directional? (3) Any notable difference last 

week versus last four weeks, revenue versus earnings? 

You will need to incorporate what you see here with Morningstar’s analyst research report 

(you can access Morningstar Direct at the Financial Markets Lab.) and other readings/analysis 

you found from various on-line financial sites. Discuss whether you think the company has a 

good chance of making or beating analyst consensus estimate, and why. Based on how the 

stock has been trading lately, do you think market has already anticipated strong or lackluster 

financial outlook from the company?  

 

Looking at the revisions summary, not much has changed from the last 4 weeks to just 

this last week. The one change to take note of is there is 1 less revision in the “up” column for 

this fiscal year’s revenue indicating an analyst that thought revenues would be up 4 weeks ago, 

and has since changed his mind.  

 Morning Star only lists 1 estimate for earnings, and the estimate has gone up to  

compared to  what it was 30, 60, and 90 days ago.  



 It is hard to predict if earnings will be up this quarter compared to estimates and years 

past, analysts from reuters.com and Morningstar are bullish on the stock but with the way the 

stock has been trending negatively recently I find it hard to believe earnings will meet these 

very bullish predictions.  

 

Section (F) Analysts’ Recommendations 

 

Review the 

trend of analyst recommendations over the last three months. Is there a notable change of 

analyst opinions, turning more bullish or bearish? How many different ratings out of the five 

possible ones did the company receive currently, one, two, and three months ago? Is there a 

notable trend of opinion convergence or divergence? Is what you see here consistent to 

comments in Morningstar analyst’s research report as well as various online financial sites 

you had researched on? 

The last three months for BXP have been very volatile, and the stock has seen a sharp decline in 

value over that period. The changes in analyst opinion can be seen in two more analysts 

advising a buy today than they did 3 months ago. Also important to note is the amount of hold’s 

that analysts are recommending. With that many holds and a mean rating of 2.16 I feel that 

many analysts feel moderately bearish about the stock. Although, the consensus 

recommendation is “outperform” my research indicates the exact opposite to be true.  



 

 Section (G) Institutional Ownership 

 

Combine information provided in all three sections to discuss whether (1) institutions, on net 

basis, have been increasing or decreasing ownership and how significant, (2) the stock has 

sizable institution interests and support, (3) the extent of the (> 5%) owners, and (4) this 

could be a bullish or bearish indication of future stock price movement.   

After further research into why institutional ownership is 106% I came to the conclusion 

that the data provided by reuters.com for institutional ownership has been skewed. Currently 

institutional owners hold 160 million shares, while Boston Property reports total shares 

outstanding of 150.86 million shares. After further research, I learned that when an institutional 



holder shorts a lot of its stock, in this case BPX stock, it essentially lends those stocks to another 

firm. If the firm who borrowed those stocks sells them to yet another firm, the initial seller of 

the stocks and the firm who bought them last sometimes both report ownership of those 

stocks. It is my belief that this is what has happened because BPX stock has been shorted very 

frequently and adjustments have not yet been made to the data of who really owns the stock. 

 Another important aspect to note is that net buyers have gone negative, as more 

institutional holders have sold out than new buyers. This may indicate that institutional 

investors believe the stock will be decreasing further in value. Although now that it is at its 

current price of $102.53 it will be interesting to see if the stock picks up speed once again.  

Section (H) Short Interest: From http://www.nasdaq.com/ (NASDAQ’s website)

 

http://www.nasdaq.com/


 

From http://finance.yahoo.com/ 

Complete the following table with information from the “share statistics” table.  

    

Avg Vol  Avg Vol Shares  
Float 

(3 month) (10 day) Outstanding 

 804,744 921,643  150.86 million   148.59 million 

Shares Short Short Ratio Short % of Float Shares Short 
(11/15/2012) (11/15/2012) (11/15/2012) (2 weeks prior) 

6.07 million  6.6 4.9% 6.42 million 

 

 

 

Based on the short interest statistics and its recent trend, how is the market sentiment on the 

stock? Has the sentiment turned more bullish or bearish over the last year? How about in 

more recent month and why? 

 

The most recent trends in the stock being shorted indicated that stock is becoming increasingly 

bearish. The amount of stocks shorted is down from the 2 weeks prior indicating that investors 

believe the stock will not be as valuable in the weeks to come. Perhaps the most startling 

number is the 6.6 short ratio as of November 15th. This indicates that investors who shorted the 

stock were not rolling those shares over for almost 7 days.  

  

 

http://finance.yahoo.com/


Section (I) Stock Charts

 
A three months price chart 

 

 

 

A one year price chart 

 
 

 

 

 

 

 

 

 

 



 

A five year price chart 

 
 

 

 

 

Discuss what you observe from the stock charts. This should include comparing your stock to 

competitors, sector, and SP500 over the three different time horizons.  

 

Over the past three months the company has underperformed its competitor VNO, the 

XLF, and the S&P 500. The stock has been performing well the last couple days but saw I 

significant drop off in value over the last couple of months. The price drops can be attributed to 

a couple things. BXP is building the United States tallest tower west of the Mississippi River in 

San Francisco (61 floors) within an unknown, but very high price tag. The company reported its 

EPS will be between 1.20-1.24 a few cents short of the 1.25 it was expected to hit.  

 However, with the exception of the housing market crisis in 2008-2009, the stock and 

the REIT industry has been historically strong. Earlier this year the stock was outperforming the 

XLF, S&P 500, and its competitors. The fourth quarter definitely impacted the stock in a very 

negative way. The stock has performed very well over the past five years. 


