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Date: 10/31/2012 

    Analyst Name: Hassam Al-Shamlan 

CIF Stock Recommendation Report (Fall 2012) 

Company Name and Ticker: (KO) 

Section (A) Summary 

Recommendation Buy:       Yes         No Target Price: 
$45.00 

Stop-Loss Price: 
$31.48 

Sector: Consumer 
Staples (XLP) 

Industry: Beverage 
Industry 

Market Cap (in Billions): 
$167.64 

# of Shrs. O/S (in Millions): 
4,526 

Current Price: $37.04 52 WK Hi: $40.67 52 WK Low: $32.37 EBO Valuation: $45.39 

Morningstar (MS) Fair 
Value Est.:  $37.00 

MS FV Uncertainty: 
LOW 

MS Consider Buying:  
$29.60  

MS Consider Selling:   
$46.25 

EPS (TTM): 1.92 EPS (FY1): 2.00 EPS (FY2): 2.19 MS Star Rating: 3 stars 

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

Last Fiscal Qtr. End: 
Less Than 8 WK:   N 

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

Analyst Consensus 
Recommendation: 
Buy/Hold/Outperform 

Forward P/E: 16.94 Mean LT Growth: 8.16 PEG: 2.08 Beta: 0.50 

% Inst. Ownership: 
63.21% 

Inst. Ownership- Net 
Buy:   Y       N 

Short Interest Ratio: 1.20 Short as % of Float: 0.60 

Ratio Analysis Company Industry Sector 

P/E (TTM) 19.33 32.07 39.49 

P/S (TTM) 3.49 1.28 3.68 

P/B (MRQ) 5.00 2.91 2.18 

P/CF (TTM) 15.28 11.63 22.78 

Dividend Yield 2.75 2.37 1.68 

Total Debt/Equity (MRQ) 98.55 53.90 25.06 

Net Profit Margin (TTM) 18.63 5.48 7.24 

ROA (TTM) 10.53 4.95 4.11 

ROE (TTM) 26.52 11.74 20.61 
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Investment Thesis 
I don’t believe right now is a good time to 
invest in Coca-Cola Company. Their current 
price is $37.04 which is near the 52 week 
high of $40.67 and in the past three months 
has underperformed its competitors, the 
S&P 500 and the consumer staples sector. 
Also, Morningstar considered buying at 
$29.60, which is significantly lower than the 
current price. Although, I do believe there 
are plenty of growth opportunities long 
term in the international markets. Coca-Cola 
generates 70% of its revenue outside of the 
U.S. , therefore they are susceptible to 
currency and geopolitical risks. The company 
is affected by the change of commodity 
prices such as sugar, cocoa, and oranges. 
Over the past few years people have 
become more health conscious and have 
shifted from purchasing carbonated soda to 
still beverages. Even though this lowers 
sales of soda it also expands the growth 
opportunity of still beverages such as juices, 
teas, coffees, and enhanced water both 
domestically and internationally. Finally, 
even though Coca-Cola has a higher ROE, 
ROA, and net profit margin than both the 
industry and sector, with a lower P/E ratio 
than the industry and sector. I believe right 
now is not the best time to invest in Coca-
Cola, I think we should wait for the current 
price to drop around or below $33 to 
consider the buy.          

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

Company Profile: Coca-Cola is the world’s largest 
international non-alcoholic beverage company. The 
company sells more than 500 products ranging from 
sparkling to still beverages.  

Fundamental Valuation: The fundamental valuation of 
Coca-Cola assuming a 7-year abnormal growth rate is 
$45.39, which is higher than Coca-Cola’s current share 
price. Experimental sensitivity analysis didn’t 
significantly affect the fundamental value.  

Relative Valuation: The relative valuations for Coca-
Cola’s two closest competitors PepsiCo and Dr. Pepper-
Snapple current share price were rather close. Median 
implied price using the forward P/E is greater than the 
current price.   

Revenue and Earnings Estimates:  Over the past 4 
quarters Coca-Cola has met both revenue and earnings 
estimates, except the most recent quarter, September 
2012. The company didn’t meet expectations due to 
international operations in China and the strengthening 
of the U.S. dollar.   

Analyst Recommendations: Analysts give the stock a 
mean rating of 2.00, which is a bullish prediction the 
stock will outperform. All analyst recommendations are 
to either; buy, outperform, or hold.  

Institutional Ownership: Institutional ownership has 
decreased by about .02%, and institutions make up 63% 
of overall ownership. Berkshire Hathaway is the only 
one who owns more than 5% of the company.  

Short Interest: The short ratio for Coca-Cola is currently at 
1.20. The short interest has decreased over the past year 
from 52.9 million to 25.1 million. Also, over the past year 
days to cover have ranged from 1 to 3.99. 

Stock Price Chart: Over the past three months, Coca-Cola 
has underperformed every major competitor, the S&P 500, 
and the consumer staples sector. Although, over the past 5 
years Coca-Cola and the consumer staples sector 
experienced the least amount of volatility and outperformed 

PepsiCo and the S&P 500. 
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Section (B) Company Profile (two pages maximum)  

Company Summary 

The Coca-Cola Company was incorporated in September 1919, and is now one of the largest 

beverage companies in the world. Coca-Cola licenses and markets more than 500 non-alcoholic 

beverage brands. The company’s products range from sparkling beverages to enhanced 

waters, waters, juices, juice drinks, ready to drink teas, coffees, as well as energy and sports 

drinks. The company owns and markets brands such as Coca-Cola, Diet Coke, Fanta, Sprite, 

and Powerade. Over the past few years Coca-Cola has acquired other bottling companies 

across the globe. The company’s segments include Europe, Latin America, North America, 

Eurasia and Africa, Pacific, Bottling Investments and Corporate. The company also owns and 

markets Schweppes, Fresca, Barq's, Burn, Nos, Real Gold. Minute Maid, Simply, Hi-C, glaceau 

vitaminwater, Fuze. Powerade, Aquarius, and Dasani.   

Net Operating Revenue by Segment as follows: 
Eurasia & Africa: 5.8% 
Europe: 10.3% 
Latin America: 9.4% 
North America: 44.2% 
Pacific: 11.7% 
Bottling Investment: 18.3% 
Corporation: 0.3% 
 

Business Model, Competition, Environment and Strategy 

The Coca-Cola Company competes with PepsiCo, Inc., Dr Pepper Snapple 
Group, Inc., Monster and Starbucks, Inc. here in the U.S. They differentiate themselves 
from their competitors through unique taste and extreme brand loyalty. Their strategy is 
to be a low cost leader in the beverage industry. The Coca-Cola Company competes 
using economies of scale to their advantage. The company sales large quantities of 
their product for small profit margins yet remain profitable. The beverage industry is in 
the mature stage of the life cycle. As part of the consumer staples sector, The Coca-
Cola Company is a non-cyclical or defensive business, therefore demand for the 
product does not change much with the ups and downs of the economy as a whole. 
Sales are somewhat seasonal, with the highest sales volumes in second and third 
calendar quarters. The demand for the beverages industry may be affected by weather 
conditions. 
 

The beverage industry is a highly competitive industry to compete in. Although, it 
is extremely difficult for a beverage company to start up due to high capital 
requirements as far as startup costs, the threat of substitutes is high. It is not difficult for 
a consumer to replace Coca-Cola with Pepsi or Powerade with Gatorade with little to no 
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switching costs. The intensity among competitors is also displayed through price wars 
where companies battle to be the low cost leader. Even though the buyer (consumer) 
has little to no buying power or the supplier (Coca-Cola), the high threat of substitute 
products available to the consumer really leaves the company relying on brand loyalty 
to differentiate their products. Change in commodity prices affect coca-cola’s net profit 
margin. For example if sugar prices rise then coca-cola will make less money per unit 
they sale. Finally the company is susceptible to currency and geopolitical risks in the 
international markets.   

 

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.) 

REVENUE 

Periods 2010 2011 2012 

April 7525.0 10517.0 11137.0 

July 8674.0 12737.0 13085.0 

October 8426.0 12248.0 12340.0 

December 10494.0 11040.0  

Note: Units in Millions of U.S. Dollars 

EARNINGS PER SHARE 

Periods 2010 2011 2012 

April 0.3468 0.81803 0.44633 

July 0.50946 0.60086 0.60714 

October 0.43985 0.47797 0.50382 
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December 1.2284 0.35863  

 

As you can see, Coca-Cola’s revenues increased in each quarter from 2010 to 2012. 

Their earnings however had a rapid increase in the last quarter of 2010 and 2011 to fall again at 

the end of 2011. Thus far in 2012, EPS have risen and stabled out at about .5 earnings per 

share. 
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Section (C) Fundamental Valuation (EBO) 

Include the following here: 

Copy/paste completed Fundamental Valuation (EBO) Spreadsheet  

 

 

 

 

Inputs (provide below input values used in your analysis) 

EPS forecasts (FY1 & FY2):  2.00 & 2.19 

Long-term growth rate:  8.16% 

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

 Book value:   31,635 million 

 # of shares outstanding: 4,526 million 

 Book value / share:  6.9896 

Dividend payout ratio:  51.17% 

Next fiscal year end:   December 2012 

Current fiscal month:   10 

Target ROE:    11.18% 

KO PARAMETERS FY1 FY2 Ltg

EPS Fore casts 2.00 2.19 8.16% Mode l 1: 12-ye ar fore casting  horiz on (T=12).

Book value /share  (last fye ) 6.99   and a 7-ye ar growth pe riod.

Discount Rate 6.12%

Divide nd Payout Ratio  (POR) 51.17% Please download and save this template to your own storage device

Ne xt Fsc Ye ar e nd 2012 You only  ne e d to  input value s to  ce lls highlighte d in "ye llow"

Curre nt Fsc Mth (1 to  12) 10 The  re st o f the  spre adshe e t is calculate d automatically

Targe t ROE (industry  avg .) 11.18% Ple ase  re ad "Guide line s_for_Fundame ntalValuation_ProfLe e _Spre adshe e t" file  care fully

 Ye ar 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

Long-term EPS Growth Rate (Ltg) 0.0816 0.0816 0.0816 0.0816 0.0816

Forecasted EPS 2.00 2.19 2.37 2.56 2.77 3.00 3.24

Beg. of year BV/Shr 6.990 7.966 9.036 10.192 11.443 12.796 14.260

Implied ROE 0.275 0.262 0.251 0.242 0.234 0.227

ROE (Beg. ROE, from EPS forecasts) 0.286 0.275 0.262 0.251 0.242 0.234 0.227 0.204 0.181 0.158 0.135 0.112

Abnormal ROE (ROE-k) 0.225 0.214 0.201 0.190 0.181 0.173 0.166 0.143 0.120 0.097 0.074 0.051

growth rate for B (1-POR)*(ROEt-1) 0.000 0.140 0.134 0.128 0.123 0.118 0.114 0.111 0.100 0.088 0.077 0.066

Compounded growth 1.000 1.140 1.293 1.458 1.637 1.831 2.040 2.267 2.493 2.713 2.922 3.115

growth*AROE 0.225 0.244 0.260 0.277 0.296 0.317 0.339 0.324 0.299 0.263 0.215 0.157

required rate (k) 0.061 0.061 0.061 0.061 0.061 0.061 0.061 0.061 0.061 0.061 0.061 0.061 0.061

Compound discount rate 1.061 1.126 1.195 1.268 1.346 1.429 1.516 1.609 1.707 1.812 1.923 2.041

div. payout rate (k) 0.512

Add to P/B PV(growth*AROE) 0.21 0.22 0.22 0.22 0.22 0.22 0.22 0.20 0.17 0.14 0.11 0.08

Cum P/B 1.21 1.43 1.65 1.86 2.08 2.31 2.53 2.73 2.91 3.05 3.16 3.24

Add: Perpetuity

beyond current yr (Assume this yr's AROE forever) 3.46 3.53 3.55 3.57 3.59 3.62 3.65 3.29 2.86 2.37 1.83 1.26

Total P/B (P/B if we stop est. this period) 4.67 4.96 5.19 5.43 5.68 5.93 6.18 6.02 5.76 5.42 4.99 4.50

Implie d price 34.32 36.43 38.15 39.91 41.70 43.53 45.39 44.22 42.34 39.79 36.66 33.05

Che ck:

Beg. BV/Shr 6.99 7.97 9.04 10.19 11.44 12.80 14.26 15.84 17.42 18.96 20.43 21.77

Implied EPS 2.00 2.19 2.37 2.56 2.77 3.00 3.24 3.24 3.16 3.00 2.76 2.43

Implied EPS growth 0.095 0.082 0.082 0.082 0.082 0.082 -0.002 -0.025 -0.050 -0.080 -0.117
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Output 

Above normal growth period chosen:  7years 

EBO valuation (Implied price from the spreadsheet): $45.39 

Sensitivity Analysis 

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

$41.70 if changing above normal growth period to 5 years 

$49.83 if changing growth rate from mean (consensus) to the highest estimate of 10.40% 

$43.23 if changing growth rate from mean (consensus) to the lowest estimate of 7% 

$38.18 if changing discount rate to 7.12% 

$45.39 if changing target ROE to 15% 
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Section (D) Relative Valuation 

Copy/paste your completed relative valuation spreadsheet here 

 

From the top panel 

Discuss whether your stock and its competitors have very different multiples. Point out if any of 

the five stocks have multiple that is far off from the others. Make an attempt to explain why 

(you would want to read analyst research report in Morningstar Direct; you should also look for 

comments from other financial sites). 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. 

In terms of Coca-Cola’s relative values they are similar to its competitors using the Price to Book 

ratio. Coca-Cola has a ratio of 5.03 for P/B while its competitors range from 5.01 to 6.39. 

Although, in terms of mean long term growth rate Coca-Cola has a rate of 8.16%, while PepsiCo 

has a rate of 6.19% and Monster and Starbucks have rates of 15.00% and 18.45% respectively. 

Coca-Cola has a forward P/E ratio of 16.94, while competitors range from 13.33 to 21.71. In 

terms of PEG Coca-Cola has a ratio of 2.08, with its competitors ranging from 1.18 to 2.52. Price 

to Sale ratio for Coca-Cola was near double than that of its closest competitors PepsiCo and Dr. 

Pepper Snapple, with a P/S ratio of 3.52, with competitors at 1.64 and 1.56 respectively. 

KO

Mean FY2 

Earnings Estimate Forward Mean LT PEG P/B ROE Value P/S P/CF

Ticker Name Mkt Cap Current Price (next fiscal year) P/E Growth Rate (MRQ) 5 yr ave Ratio TTM TTM

1 PEP PepsiCo Inc 107,661.00$  68.89$                 4.41$                               15.62 6.19% 2.52 5.01 34.38% 0.15 1.64 12.46

2 DPS Dr. Pepper Snapple 9,333.90$       42.92$                 3.22$                               13.33 7.80% 1.71 4.07 11.69% 0.35 1.56 11.03

3 MNST Monster 8,068.10$       47.09$                 2.45$                               19.22 15.00% 1.28 6.79 33.56% 0.20 4.18 22.98

4 SBUX Starbucks Corp 34,428.00$    46.25$                 2.13$                               21.71 18.45% 1.18 6.39 24.12% 0.26 3.65 17.84

KO Coca Cola 167,606.59$  37.09$                 2.19$                               16.94 8.16% 2.08 5.03 31.88% 0.16 3.52 15.42

Implied Price based on: P/E PEG P/B Value P/S P/CF

1 PEP PepsiCo Inc $34.21 $45.10 $36.94 $34.26 $17.28 $29.97

2 DPS Dr. Pepper Snapple $29.19 $30.54 $30.01 $81.84 $16.44 $26.53

3 MNST Monster $42.09 $22.90 $50.07 $47.56 $44.04 $55.27

4 SBUX Starbucks Corp $47.55 $21.03 $47.12 $62.28 $38.46 $42.91

High $47.55 $45.10 $50.07 $81.84 $44.04 $55.27

Low $29.19 $21.03 $30.01 $34.26 $16.44 $26.53

Median $38.15 $26.72 $42.03 $54.92 $27.87 $36.44

Cougar Investment Fund Relative Valuation Template

Please download and save this template to your own storage device

You only need to input values to ce lls highlighted in "ye llow"

The  rest of the  spreadsheet is calculated automatically

Please  read "Stock Recommendation Guide lines" document carefully
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Monster and Starbucks have P/S ratios of 4.18 and 3.65 respectively. Finally, P/CF ratio for 

Coca-Cola is 15.42 while its competitors range from 11.03 to 22.98.     

 

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 why (HINT: is that because that 

particular valuation metrics is not very relevant for the industry? Do you best to provide 

convincing arguments).  

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? 

The prices derived from the various valuation metrics range widely depending on the metric. 

The price to sale (P/S) ratio seem to yield outlier prices with prices ranging from $16.44 to 

$44.04, this may be due to the P/E ratio being the most valuable ratio for valuation of the 

beverage industry. The P/E ratio is more relevant than P/S ratio, when using P/E ratio PepsiCo 

has a value of $34.21 with Coca-Cola having a value of $38.15. I believe PepsiCo is their closest 

competitor.  Even though these valuation ratios are not enough to indicate the exact value they 

are very useful for estimate a fair value price. I think the P/E ratio is the most relevant valuation 

for Coca-Cola and its competitors.   
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Section € Revenue and Earnings Estimates 

Copy/Paste the “Historical Surprises” Table from Reuters.com, “Analysts” tab (include both 

revenue and earnings; make note that revenues might be in “millions”) 

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. 

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 Sep-12 12,412.60 12,340.00 72.65 0.59 

Quarter Ending Jun-12 12,984.70 13,084.00 99.33 0.76 

Quarter Ending Mar-12 10,820.10 11,139.00 318.88 2.95 

Quarter Ending Dec-11 10,989.30 11,037.00 47.70 0.43 

Quarter Ending Sep-11 12,014.30 12,243.00 228.70 1.90 

Earnings (per share) 

Quarter Ending Sep-12 0.51 0.51 0.00 0.85 

Quarter Ending Jun-12 0.59 0.61 0.02 2.76 

Quarter Ending Mar-12 0.44 0.44 0.01 1.88 

Quarter Ending Dec-11 0.39 0.40 0.01 2.23 

Quarter Ending Sep-11 0.51 0.51 0.01 1.44 
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1. The sales estimates were all pretty similar to the actual sales. Actual sales exceeded 

estimated sales in all quarters except the most recent quarter ending September 2012. 

Earnings per share estimates were really similar to actual earnings per share and in 

some cases the exact same. The quarter ending December 2011 had an estimate of $.39 

EPS with an actual EPS of $.40 and the quarter ending June 2012 had an estimate of $.59 

EPS with an actual EPS of $.61. In all other cases the estimates for EPS were the exact 

same as the actual EPS. 

2. All surprises were positive except sales in the most recent quarter ending September 

12th 

3. The surprises were most notable in revenue 

4. The stock price dropped slightly after actual sales did not meet the estimated sales in 

the quarter ending September 2012 

 

Copy/paste the “Consensus Estimates Analysis” Table from Reuters.com, “Analysts” tab 

(include both revenue and earnings) 

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? 

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 

SALES (in millions) 

Quarter Ending Dec-12 12 11,514.10 11,753.00 11,300.00 11,754.20 

Quarter Ending Mar-13 7 11,487.20 11,705.00 11,257.80 11,750.70 

Year Ending Dec-12 17 48,123.10 48,315.00 47,917.10 48,706.90 

Year Ending Dec-13 16 50,746.60 52,000.00 49,587.80 51,258.40 
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Earnings (per share) 

Quarter Ending Dec-12 15 0.44 0.49 0.42 0.44 

Quarter Ending Mar-13 9 0.48 0.50 0.45 0.52 

Year Ending Dec-12 18 2.00 2.06 1.98 2.08 

Year Ending Dec-13 18 2.19 2.30 2.12 2.30 

LT Growth Rate (%) 5 8.16 10.40 7.00 8.00 

The difference between the high estimate and the consensus is as follows: 

 2.07% for current quarter Revenue 

 11.36% for current quarter Earnings 

 1.896% for out-quarter Revenue 

 4.16% for out-quarter Earnings 

 .39% for FY1 Revenue 

 2.469% for FY2 Revenue 

 3% for FY1 Earnings 

 5.02% FY2 Earnings 

 

The difference between the low estimate and the consensus is as follows: 

 -1.859 for current quarter Revenue 

 -4.55% for current quarter Earnings 

 -1.997% for out-quarter Revenue 

 -6.25% for out-quarter Earnings 

 -.428% for FY1 Revenue 

 -2.28% for FY2 Revenue 

 -1% for FY1 Earnings 

 -3.19% for FY2 Earnings 

The divergent estimates are much more notable for the current quarter, with the high estimate 

at 2.49 times what the low estimate is for earnings. While the high estimate is only 1.11 times 

what the low estimate is for revenue in the most recent quarter. Other than the most recent 

quarter estimates didn’t see much divergence between the high and low. The number of 

analysts providing long term growth rate estimates is much smaller than the number of 
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estimates for revenue and earnings, I believe this is due to the fact that the beverage industry is 

a mature industry and doesn’t have much room for growth.   

 

 

 

Copy/paste the “Consensus Estimates Trend” Table from Reuters.com, “Analysts” tab (include 

both revenue 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? 

CONSENSUS ESTIMATES TREND 

Sales and Profit Figures in US Dollar (USD) 
Earnings and Dividend Figures in US Dollar (USD) 

 

Current 
1 Week 

Ago 
1 Month 

Ago 
2 Month 

Ago 
1 Year 

Ago 

SALES (in millions) 

Quarter Ending Dec-12 11,514.10 11,575.10 11,474.90 11,472.10 11,754.20 

Quarter Ending Mar-13 11,487.20 11,570.10 11,509.00 11,511.40 11,750.70 

Year Ending Dec-12 48,123.10 48,265.10 48,143.30 48,136.60 48,706.90 

Year Ending Dec-13 50,746.60 50,893.90 50,595.10 50,592.10 51,258.40 

Earnings (per share) 

Quarter Ending Dec-12 0.44 0.44 0.43 0.43 0.44 

Quarter Ending Mar-13 0.48 0.47 0.47 0.47 0.52 

Quarter Ending Dec-12 2.00 2.00 1.99 1.99 2.08 

Quarter Ending Dec-13 2.19 2.20 2.18 2.18 2.30 
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1. The consensus estimates for both revenue and earnings tend to stay the same. If 

anything both revenue and earnings decreased slightly from a year ago. 

2. This trend is most notable in FY2 for both revenue and earnings.  

 

Copy/paste the “Estimates Revisions Summary” Table from Reuters.com, “Analysts” tab 

(include both revenue 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? 

ESTIMATES REVISIONS SUMMARY 

 

Last Week Last 4 Weeks 

Number Of Revisions: Up Down Up Down 

Revenue 

Quarter Ending Dec-12 2 8 6 4 

Quarter Ending Mar-13 2 3 4 2 

Year Ending Dec-12 3 12 6 9 

Year Ending Dec-13 3 12 9 6 

Earnings 

Quarter Ending Dec-12 0 6 3 5 

Quarter Ending Mar-13 2 1 3 1 

Year Ending Dec-12 4 6 8 3 

Year Ending Dec-13 3 7 10 3 
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In the last 4 weeks estimate revisions were about 50/50 moving both ways both up and down, 

although in the last week revisions predominantly moved from up to down. I believe this is due 

mainly to earnings in the most recent quarter not meeting estimates. Estimate revisions have 

moved from about 50/50 both ways to predominantly down for both earnings and revenue.  

 

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? 

I think Coca-Cola is a well-established international corporation but and I believe the company 

has a good chance of making or beating analyst consensus estimates. Over the last year the 

company has met estimates for sales and earnings per share except the most recent quarter in 

which they fell just short of the estimates. This was due to a slowdown in growth in China and a 

large majority of profits for the company come from international operations, about 70%. This 

in combination with the strengthening of the dollar caused Coca-Cola to fall just short of third 

quarter estimates. Even though the company didn’t meet third quarter estimates I believe the 

market has anticipated a strong outlook for the company and I believe they will continue to 

expand internationally I don’t think right now is the best time to buy.  
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Section (F) Analysts’ Recommendations 

Copy/paste the “Analyst Recommendations and Revisions” Table from Reuters.com, 

“Analysts” tab. NOTE: Make sure you copy the entire table including the “Mean Rating” at the 

bottom of the table. 

ANALYST RECOMMENDATIONS AND REVISIONS 

1-5 Linear Scale Current 
1 Month 

Ago 
2 Month 

Ago 
3 Month 

Ago 

(1) BUY 8 8 8 8 

(2) OUTPERFORM 4 4 4 5 

(3) HOLD 6 5 5 4 

(4) UNDERPERFORM 1 1 1 0 

(5) SELL 0 0 0 0 

No Opinion 0 0 0 0 

Mean Rating 2.00 1.94 1.94 1.76 

Morning star: 

 

 

 

 



17 
 

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? 

NOTE: On a Five-point scale, Reuters assigns “1” to “Buy”, the most bullish recommendation, 

and “5” to “Sell”, the most bearish recommendation. Some other online sites have opposite 

scale, with their “1” being the most bearish and “5” being the most bullish recommendations. 

Over the past three months, analysts have not made very notable changes. Analyst 

recommendations and revisions for buy remained the same, outperform fell from 5 three 

months ago to 4 currently, hold actually increased from 4 three months ago to 6 currently, and 

finally underperform increased from 0 to 1, from three months ago until currently. Given this 

analysts are shifting from a bullish opinion to a bearish opinion. Morningstar’s analyst’s 

research reports are consistent with the information provided from Reuters. Analysts from 

Morningstar report ratings of, 3 buys, 1 outperform, and 2 hold. Coca-Cola received no ratings 

for underperform or sell, therefore overall analysts are rather bullish about the company.    
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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.   

1. Overall Institutional ownership has been decreasing although slightly, they decreased by 

0.02% not very significant, the amount of new positions slightly greater than closed 

positions.  

2. The stock has around 63% institutional ownership but has been decreasing and has 

been losing institution interests and support. 

3. One institutional investors owns more than 5% of Coca-Cola’s shares; Berkshire 

Hathaway 8.9% 

4. With positions decreasing this could be a bearish indication of future stock price 

movement. 

KO

Ownership Activity # of Holders % Beg. Holders Shares % Shares

Shares Outstanding 4,501,672,061 100.00%

# of Holders/Tot Shares Held 1,808 100.06% 2,845,506,910 63.21%

# New Positions 18 1.00%

# Closed Positions 17 0.94%

# Increased Positions 196 10.85%

# Decreased Positions 245 13.56%

Beg. Total Inst. Positions 1,807 100.00% 2,846,409,640 63.23%

# Net Buyers/3 Mo. Net Chg -49 44.44% -902,730 -0.02%

Ownership Information % Outstanding

Top 10 Institutions % Ownership 30.20%

Mutual Fund % Ownership 0.75%

Float % 95.32%

> 5% Ownership

Holder Name % Outstanding Report Date

Berkshire Hathaway Inc 8.9 6/30/2012

Cougar Investment Fund Institutional Ownership Template

Please download and save this template to your own storage device

You only  ne e d to  input value s to  ce lls highlighte d in "ye llow"

The  re st o f the  spre adshe e t is calculate d automatically

Ple ase  re ad "Stock Re comme ndation Guide line s" docume nt care fully
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Section (H) Short Interest (two pages) 

From http://www.nasdaq.com/ (NASDAQ’s website) 

 

 
 

 
 

 

Read more: http://www.nasdaq.com/symbol/ko/short-interest#ixzz2AjyRZvVP 

 

 

 

 

 

http://www.nasdaq.com/
http://www.nasdaq.com/symbol/ko/short-interest#ixzz2AjyRZvVP
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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 

17,076,700  15,111,400  4.49B  3.86B  

Shares Short Short Ratio Short % of Float Shares Short 

(Most recent date) (Most recent date) (Most recent date) (2 weeks prior) 

25.16M  1.20  0.60%  27.92M  

 

 

 

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? 

 

Overall, short interest statistics have decreased a half day (.5) for the days to cover ratio over 

the past year. This is slightly bullish, although there is room for improvement. In the most 

recent month days to cover fell from 2.8 to 2.0, this also looks like investors have become 

slightly bullish over the past month. Although, throughout the year days to cover ranged from 

1.0 to 3.99, so throughout the year investors were skeptical and went from bearish to bullish 

quite often.   

http://finance.yahoo.com/
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Section (I) Stock Charts 

A three months price chart 

Copy/paste the “3 Mos.” stock chart here 

      

A one year price chart 

Copy/paste the “1 Yr” stock chart here  
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A five year price chart 

Copy/paste the “5 Yrs.” stock chart here  

 
 

 

 

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.  

 

In the last three months Coca-Cola was out performed by its competitors, S&P500, and 

the consumer staples sector. Although, over the past year the company has performed 

closely to its competitors, S&P 500, and the consumer staples sector. Finally, over the past 5 

years Coca-Cola and the consumer staples sector has had the least amount of volatility as you 

can see in the graph above their change in price was the least dramatic compared to Coca-

Cola’s competitors and the S&P 500. Therefore, even though Coca-Cola has a small amount of 

volatility over the past five I don’t believe now is the time to buy shares of the company. I 

think we should leave our investment in the ETF of the consumer staples sector, rather than 

invest in Coca-Cola stock at this particular time.  


