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Date:_3/7/2014_____ 

    Analyst Name:__Russel, Christesen_____ 

CIF Stock Recommendation Report (Spring 2014) 

Company Name and Ticker:_Coca-Cola (KO)______ 

Section (A) Investment Summary 

Recommendation Buy:       Yes         No Target Price: 

$42.95 

Stop-Loss Price: 

$35.28 

Sector: Consumer 

Staples 

Industry: 

Beverage 

Market Cap (in Billions): 

$168.30509 

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

4,405.89 

Current Price: 

$38.35 

52 WK Hi:  

$43.43 

52 WK Low:  

$36.83 

EBO Valuation:  

$39.20 

Morningstar (MS) Fair 

Value Est.:  $44.00 

MS FV Uncertainty: 

low 

MS Consider Buying:   

$35.20 

MS Consider Selling:   

$55.00 

EPS (TTM): 1.90 EPS (FY1):2.11 EPS (FY2):2.25 MS Star Rating: 

4 stars 

Next Fiscal Yr. End 

 ”Year”: 2014     

“Month”:12 

Last Fiscal Qtr. End: 

Less Than 8 WK:   

Y        N 

If Less Than 8 WK, next 

Earnings Ann. Date: April 

2014 

Analyst Consensus 

Recommendation: Buy 

Forward P/E: 16.94 Mean LT Growth: 6.43% PEG: 2.64 Beta: 0.50 

% Inst. Ownership: 

66.19% 

Inst. Ownership- Net 

Buy:   Y       N 

Short Interest Ratio: 2.8, 

2.57 Days-to-cover 

Short as % of Float: 1.2% 

Ratio Analysis Company Industry Sector 

P/E (TTM) 20.07 27.64 33.96 

P/S (TTM) 3.59 2.00 5.11 

P/B (MRQ) 5.07 2.27 24.17 

P/CF (TTM) 15.87 10.15 28.05 

Dividend Yield 3.19 1.63 2.27 

Total Debt/Equity (MRQ) 111.77 50.93 29.43 

Net Profit Margin (TTM) 18.41 2.38 13.64 

ROA (TTM) 9.79 2.27 26.63 

ROE (TTM) 26.03 4.93 62.78 
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Investment Thesis 

 

Based off of our analysis of KO we 

recommend a buy.  

 

• KO holds a very high ROE of 

30.48 in comparison its industry 

ROE of 4.62.  

 

• The company has been meeting 

and exceeding future goals of 

cost cutting and growth 

 

• Strong investments in emerging 

markets 

 

• They have a strong ability to 

recognize potential risk for their 

company and have been 

diversifying their product line 

to hedge these risks.  

 

• The scale of this company and 

their extensive global network 

puts them in a strong growth 

position 

Summary 
Provide brief summary of your analysis in each section 

that follows 

Company Profile:  

Coca-Cola is the largest beverage company in the 

world, owning or licensing over 500 brands and selling 

its products in more than 200 countries worldwide. In 

the past ten year they have held a fairly consistent 

increase in revenues and EPS. The size of this company 

along with their extensive global networks puts them in 

a strong position for growth.  

Fundamental Valuation: 

After adjustments to a more appropriate target ROE 

KO’s 2020 EBO valuation is $39.20. 

Relative Valuation: 

With KO’s forward P/E ratio at 16.94, lower than their 

current P/E ratio (TTM) of 20.07, this is a good sign of 

expected future growth. Forward P/E is also the best 

indicator for implied price. 

Revenue and Earnings Estimates: 

In the past four quarters KO has been relatively close to 

each of their earnings estimates. Their recent miss is 

attributed to the sale of two major bottling plantations. 

Recently, analysts have been reducing their estimates 

but overall still expect to see growth from quarter to 

quarter and annually.  

Analyst Recommendations: 

Reuters has the mean average rating of 2.09, showing 

more confidence in an outperform/buy 

recommendation. Morningstar has an average analyst 

opinion rating of 4.3 (Buy=5, Sell=0), a very positive buy 

rating. 

Institutional Ownership: 

66.19% of this stock is held by institutional ownership. 

Recently there have been a high number of increased 

positions and a very low number of decreased position. 

All of the major holders of this stock have either held or 

increased their position.  
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Short Interest: 

The most recent report from February 14 shows a drop 

in the ratio down to ~2.57 from ~3.02, showing a move 

towards a bullish sentiment.   

Stock Price Chart: 
Most recently it can be seen that the 10 day moving average 

has taken a turn for the better and seems to be on the rise 

again. RSI is below 50 and could move even closer to 30, 

indication a great time to buy. 
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Section (B) Company Profile  

(B-1) Profile  

Include in this section, at the minimum:  

Company Description 

Coca-Cola (KO) is the world’s largest beverage company, owning or licensing over 500 

nonalcoholic beverage brands. The past 127 years of business have allowed KO to spread their 

products over more than 200 countries worldwide (Form 10-K). They are the number one 

provider of sparkling beverages, ready to drink coffees, and juices and juice drinks (Green). 

They owns four out of the world’s top five nonalcoholic sparkling beverage brands; Coca-Cola, 

Diet Coke, Fanta, and Sprite (Form 10-K).   

 

Major Business Units and Revenue breakdown: 

Coca-Cola is broken up into seven business unit.  Products are split up into five locational units; 

Eurasia and Africa, Europe, Latin America, North America, and Pacific, bottling investments and 

corporate stand as their own units.  

 
 

Unit case volume domestically represents only 19% of the company’s sales, making 81% of their 

case volume international business. 42% of the company’s overall net operating revenues are 

within the United States ((Form 10-K).  

 

Business Model and Strategy: 

Coca-Cola’s model is to use their already strong assets including, but not limited to; their 

brands, financial strength, distribution systems, global reach, and talented human resources to 

achieve long-term sustainable growth (Form 10-k). To this company sustainable growth 

includes a strong work environment, anticipating and satisfying consumer desires and needs, 

creating networks of partners with strong loyalty, being responsible global citizens, maximizing 

returns to shareowners and managing efficiently and effectively (Form 10-k).  

 

Competition and Competitors: 

The non-alcoholic beverage segment of the commercial beverage industry is highly competitive. 

Competitive products come from companies of all scales and include sparkling beverages, 
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water products, juices, fruit drinks, coffees, teas, energy drinks, sports drinks, dairy-based 

drinks, vitamin based products and other various non-alcoholic beverages. In the majority of 

the countries in which KO sells their products, PepsiCo Inc. is their primary competitor. In the 

U.S. Coke and Pepsi hold over 72% of the market, with Coke holding the majority of over 42%. 

Other competitors include Nestle, DPSG, Kraft, and Mondelez (Form 10k).  

Coke lists its competitive factors as, pricing, advertising, sales promotions, innovations, 

production efficiency, packaging, vending equipment, and brand/trademark development and 

protection. As a company they believe their strengths include their high levels of consumer 

acceptance and recognition as well as the world wide network they have created of bottlers 

and distributors. They also feel they possess very strong marketing capabilities (Form 10k). As 

far as competitive weaknesses, they recognize there is strong competition in every geographic 

region because of low switching costs of consumers, which gives buyers the power (Form 10k). 

 

Sensitivity to business cycle & macro environment; 

As a part of the consumer staples sector this company has lower sensitivity to the business 

cycle but they are still subject to consumer spending. Macro factors that influence this company 

include foreign currency exchange rates (further explained in the risk section), local and 

national laws or regulations, interest rates with regard to existing and future debt, and 

commodity prices including sweeteners, metals, juices and fuel.  

  

Merger/Acquisition/Joint Ventures 

In the recent years KO has been a part of many mergers and acquisitions. A majority of these 

have been with bottling operations including the acquisition of Coca-Cola Enterprises in 2011. 

In 2011 they also finalized their purchase of Honest Tea as an attempt to diversify their 

company with more healthy options. In the last year $353 million was spent in M&A. A majority 

of this is attributed to the acquisition of Fresh Trading Ltd. And a majority interest in their 

bottling operations in Myanmar (Form 10k).  

Coke also recently purchased a large share of Green Mountain Coffee. Green Mountain has 

recently been recognized for its award winning innovation, Keurig. The two companies are 

currently working together to create the first home brewing cold beverage machine (Green).  

 

Pending Litigation 

There are only two listed on-going legal issues, both concerning environmental matters. KO’s 

Atlanta Syrup Plant is being sought after for monetary compensation for wastewater discharge 

against the plant’s permits however the company does not believe these will turn into material 

charges. Their juice plant in Michigan has also been charged for the use of ammonia in 

refrigeration equipment and been issued penalties by the U.S. Clean Air Act. Again, the 

company does not consider this charge to be material (Form 10-K).  
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Major Risk Factors: 

• Obesity concerns, especially in developed countries continue to rise a threat to KO’s 

products. Coca-Cola as a company recognized this risk early on and have been putting 

increasing efforts into offering alternative, healthier beverage options. They have also 

put four global initiatives into place for the coming year: 1. To offer low- or no- calorie 

beverage options. 2. To provide transparent nutrition information, featuring calories on 

the front of all of their packages. 3. Help to get people moving by supporting physical 

activity programs. 4. Market responsibly, including not advertising to children under the 

age of 12 (Form 10-K). With these initiatives it is likely they will be able to hold 

consumer’s positive emotional relationship with their brand image as well as offer 

product alternatives.  

• Another risk factor is water quality and quantity. Water is the main ingredient in all of 

KO’s products, is needed in the manufacturing process, and to produce agricultural 

ingredients. A formal water-risk management program has been put into place to 

address these needs (Form 10-K).  

• Evolving consumer preferences can also be considered a risk in the high competitive 

industry in which KO operates. It is very important for this company to stay on top of 

these constantly changing preferences and have the ability to produce products that 

meet consumer desires.  

• Another risk factor is foreign currency exchange rates. Being a global company, KO is 

subject to many different exchange rates. In 2013 net operating revenues were created 

in 81 functional currencies (From 10-K). In order to reduce this risk KO enters into 

forward exchange contracts and currency purchasing options. Using these hedging 

techniques as well as strength in some currencies offsetting weaknesses in others, Coke 

is able to keep this risk to a minimum.  

 

(B-2) Revenue and Earnings History (Refer to the guidelines document for revenue and 

earnings data to be included) 

Since 2002 this company’s revenues have had a fairly consistent upward trend, only twice since 

have annual revenues decreased on a year to year basis. Seasonable patterns are not as 

substantial; however, it does seem the quarter ending in June has, on average, slightly higher 

revenue (Nasdaq). EPS shows very similar trends as revenues. Only twice since 2002 have they 

decreased from one year to the next. Overall, a large increase in both revenues and earnings 

can be seen in the past ten years.  

 (B-3) Most Recent Quarterly Earnings Release 
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Coca-Cola’s most recent earning release was on February 18, 2014. The revenue reported 

slightly missed the consensus estimate however the reported earnings were an exact match. 

This missed mark lead to shares falling as much as 4.3% in the following days. Management 

attributes the revenue miss to the sale of the bottling operations in Brazil and the Philippines 

last year. If the impact from the separation of these plants were not included revenues are 

actually seen to have risen 4% (Cavale).   

Management plans to respond to the decrease in soda sales by focusing more on juices, teas, 

waters and other non-carbonated beverages as well as increase their investments in 

advertising. Chief executives do expect to see a slight improvement in U.S. sales in the coming 

year. Previously they implemented a goal to decrease annual costs through improved 

productivity by $600 million annually. They have just increased this target to decrease annual 

spending by $1 billion by 2016. Management then plans to refocus this money to more 

advertising and marketing of their products (Cavale).  
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Section (C) Fundamental Valuation (EBO) 

Include the following here: 

Copy/paste completed Fundamental Valuation (EBO) Spreadsheet  

 

 

Inputs (millions) 

EPS forecasts (FY1 & FY2):  ___2.11, 2.25_________ 

Long-term growth rate:  ____6.43%___________ 

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

 Book value:   _____33173.00__________ 

 # of shares outstanding: _____4402.00___________ 

 Book value / share:  _____7.536_____________ 
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Dividend payout ratio:  _____57.74%____________ 

Next fiscal year end:   _____2014______________ 

Current fiscal month:   _____3_________________ 

Target ROE:    _____23.29% *adjusted_________________ 

Discount rate    _____6.60%_________________ 

Input for discount rate: 

Risk-free rate:   _____3.70%________________ 

Beta:    _____0.50________________ 

Market risk premium: _____9.50%________________ 

Output 

Above normal growth period chosen: ___7 years__________________ 

*** Justify at the bottom of this panel your choice of abnormal growth period *** 

EBO valuation (Implied price from the spreadsheet): __39.20________________ 

 

We based our above normal growth period off of KO’s proven success of the goals they have 

set for themselves as a company. Coke created what was called their ‘2020 vision’ back in 2009 

and according to analysis on Morningstar they have made steady progress in achieving their 

goals. Coke has continued to invest in their international growth and clear growth is expected in 

the next decade led by emerging markets. The size and immensity of their global networks put 

them in a strong position and it is not unrealistic to believe they will succeed in their plans to 

grow into 2020. 

 

Using 2020 as our growth period gives us an EBO valuation of $39.20. This valuation is slightly 

above the current price of KO’s stock and falls in the middle of the 52-week moving average 

which ranges from $36.83-$43.43.  

  

One of the soft sports of these inputs is target ROE. Reuters lists the industry average as 4.62, 

however KO’s 5 year average is 30.48. It seems unrealistic that this company’s return would fall 

so drastically especially given KO’s size. We did a comparison on companies we thought best 

represented Coke. PepsiCo has a five year average ROE of 31.72. Dr. Pepper Snapple’s (DPS) 

ROE is 23.29. Knowing the extent to which Coke and Pepsi dominate this industry we felt that 

using the ROE for DPS was a much better representation as a target ROE that is still on the 

conservative side for KO.  

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

____$35.89___________ if changing above normal growth period to _____4________ 

____$43.58___________ if changing growth rate from mean (consensus) to the highest 

estimate ___9.00%____________ 

____$36.48___________ if changing growth rate from mean (consensus) to the lowest 

estimate ___4.70%____________ 

____$43.46___________ if changing discount rate to ___6%___________ 

____$39.20___________if changing target ROE to ___30.00____________ 

 

Adjusting our growth period down to 4 year does cause the EBO valuation to fall under the 

stock’s current price. We do not expect this to be an issue because of Coke’s history of growth 

and their current position to grow even further.  

Increasing the growth rate up to the highest estimate of 9% gave us an EBO valuation of $43.58 

which is higher than our 52-week average range. However, reducing it to the lowest estimate of 

4.7% decrease the valuation to below the 52-week range. It seems using the extremes to make 

a valuation leads to somewhat unrealistic results. We feel the average of 6.43% is a more 

realistic representation of the company’s potential.  
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Section (D) Relative Valuation 

Copy/paste your completed relative valuation spreadsheet here 

 

PepsiCo: American multinational food and beverage corporation involved in 

manufacturing, marketing, and distribution of their products. Competing with Coca-Cola in 

the non-alcoholic beverages market. 

Dr Pepper Snapple Group: American soft drink company based in Texas which holds 

largely known products such as 7-Up, Dr. Pepper, Crush, Snapple, and Hawaiian Punch. 

Monster Beverage Corporation: Manufactures energy drinks, natural soft drinks, and 

fruit drinks which mostly compete with KO’s energy drink brands such as Full Throttle.  

Kraft Foods Group Inc: American grocery manufacturer and processing conglomerate.  

When looking at PepsiCo, Inc. (PEP), Dr Pepper Snapple Group Inc. (DPS), and The Coca-Cola 

Company (KO), the three most related companies, their numbers and valuations are in line and 

comparable to the rest of the industry, although Monster Beverage Corp (MNST) and Kraft 

Foods Group Inc (KRFT) have some varied numbers (NOTE: KRFT is part of a different sub-

industry so comparing the numbers directly is a bit more difficult, and excluded from initial 

interpretation). The highest of the 4 forward P/E ratios is MNST with 25.03 and lowest is DPS 

with 14.32, while KO is sitting right at 16.94. Considering KO’s estimated P/E is lower than their 
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current P/E ratio TTM (20.07), earnings can be expected to grow in the future. This is just one 

indicator and many other factors must be taken into consideration, but it is a positive sign. 

P/S ratios (TTM) vary from MNST at 5.67 at the highest and DPS at 1.71 to be the lowest. KO is 

sitting neatly near the middle of those two at 3.59. KO’s price-to-sales ratio is slightly above the 

industry average which is currently at 2.00 which might suggest slight overvaluation.  

Having a PEG ratio under 1 is favorable because it can further show that a firm is undervalued. 

However, between the competitors listed none hold a ratio this low. KO has the highest ratio of 

2.63. This could be a mildly worrisome number but it needs to be taken into context with 

projected earnings growth and how they manage themselves.  

The Price/Cash Flow (TTM) is another tool to help determine if a stock in undervalued or 

overvalued. Sometimes a higher than industry average P/CM ratio shows that a company is 

trading at a higher price than they are capable of producing the cash flows sufficient to support 

the multiple. This is not the case with KO as they generate cash flows in such large sums. It is a 

positive sign that they have beaten the sector average for P/CF by roughly 18%.  

Once again having a low price-to-book ratio can provide knowledge that a stock is undervalued. 

KO’s ratio is in the middle among its competition at 5.07 however it is much lower than the 

sector P/B ratio of 24.17.  

Due to the nature of MNST and the uncertainty with this company, it seemed more appropriate 

to compare KO’s implied price to the implied price of PEP, DPS and KRFT.. The average implied 

price when calculated off of the 3 companies P/E ratio is $34.95, a mere 3.17 less than what KO 

currently trades at (38.12). Based off of MNST the implied price would be $56.32, which is 

attributed to the fact that their forward P/E is more than $20 greater than the others. The trend 

of the implied price being much higher when based off of MNST’s ratios and percentages 

continues for all multiples except for PEG. MNST’s PEG is actually below the other competitors 

and causes the implied price to be more than 10 dollars less than KO’s actual price. Excluding 

MNST, the average implied price based off of P/B ratios is $39.87, $1.75 higher than KO’s actual 

price.  

The only ratio that gave seemingly inaccurate estimates, even when excluding MNST, was the 

P/S ratio which had an average implied price of $18.94. MNST’s resulted in $60.21 because its 

P/S was 5.67 compared to KO’s 3.59. Including MNST brings the average up to about $30, but is 

still not a good indicator.  

 

 

 

 

 



13 

 

Section (E) Revenue and Earnings Estimates 

(E-1)  Copy/Paste “Historical Surprises” Table from http://www.reuters.com/ , “Analysts” 

tab (include both revenue and earnings; make note that revenues might be in “millions”) 

 

 

This chart shows very little fluctuation in terms of surprising analysis. There is a mix of positive 

and negative surprises but every quarter except December 2013 has been a difference less than 

2% from the estimate. This past quarter being the small exception at 2.39% however the 

company attributes this missed target on the sale of their bottling plans in Brazil and the 

Philippians. When they recalculated excluding these plants’ contributions they estimate that an 

increase in revenue by 4%. In earnings per share they have hit the estimate exactly the last 

three quarters and were only one penny off the two quarters before that. Overall, KO is not 

known for surprising the analysis. The scale of this company, as well as their long history of 

success has shown they are reliable in producing slow steady growth.  
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(E-2) Copy/paste “Consensus Estimates Analysis” Table from http://www.reuters.com/, 

“Analysts” tab (include both revenue and earnings) 

 
 

The consensus estimates analysis table shows the high and low estimate’s difference from the 

mean is most notable in this coming quarter. The high estimate being almost 8% above the 

mean and the low being about 6% below. Besides this quarter the other low estimates have 

around a 2-3% difference from the mean. Overall the high, low and mean estimates all 

expected sales to increase from this quarter to next and from this year to FY2. Earnings per 

share have a high percentage spread in terms on the high and low estimate however since KO 

has been hitting the mean estimate almost exactly for the last four quarters the variation from 

high to low does not seem to be strongly influencing the accuracy of the estimation. There are 

currently only three estimations given for long term growth: 9%, 5.59%, and 4.7%. This gives a 

mean of 6.43 which is slightly more influenced by the high estimate because of the low number 

of inputs. The low number of estimates is not a large concern because the mean seem to be in 

line with other sources. Morningstar lists long term growth at 6.6% and Yahoo Finance at 6.4%.    
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(E-3) Copy/paste “Consensus Estimates Trend” Table from http://www.reuters.com/, 

“Analysts” tab (include both revenue and earnings) 

 

 
 

The current consensus estimate trends expect to see a raise in sales and earnings from this 

quarter to next as well as from FY1 to FY2. The downward trend from estimations given one 

year ago is more noticeable in sales than it is in EPS. This could be attributed to KO’s plan to cut 

annual expenses back by $1 billion by 2016. Although sales may not raise as dramatically as 

expected a year ago, EPS will be less affected because of this cost cutting. Current estimates are 

not as high as they were a year ago but an increase in sales and EPS is still expected quarter to 

quarter and year to year.  
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(E-4) Copy/paste the “Estimates Revisions Summary” Table from http://www.reuters.com/, 

“Analysts” tab (include both revenue and earnings) 

 

 

There are only downward revisions in the last four weeks. This shows that analysis no longer 

feel the revenue and earnings will be as high as they originally had anticipated. In the last week 

it is likely this one downward revision in most categories is from the missed estimate of sales in 

their most recent earnings report.  

 

 

(E-5) “Consensus Earnings Revisions” from CNBC 

Go to http://www.cnbc.com/,  

 

 

Revision 

Date 

 

Revision 

Type 

 

Revision 

Up/Down 

 

Current 

 

Previous 

 

% Change 

# of 

Analysts 

Reporting 

Most 

recent 

revision 

date 

2/27/13 

Down 0/11 $0.450 $0.452 0.44% 0/11 

2/19/14 Down 0/10 $0.452 $0.464 5.04% 0/10 

2/18/14 Down 0/2 $0.476 $0.479 0.63% 0/2 

2/17/14 Down 1/6 $0.442 $0.443 0.23% 1/6 

2/10/14 Down 0/2 $0.481 $0.482 0.21% 0/2 
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The company’s last earnings report came out February 18 and the next earnings should come 

out with their quarterly report in April. The majority of revisions are clustered around the 

earnings release which missed analyst estimations, the largest decrease of 5.04% coming the 

day after the earnings release. Although only downward revisions have been made in the past 

month none have been substantial changes, most are less than one penny difference from their 

previous estimation.  

 

Section (F) Analysts’ Recommendations 

(F-1) Reuters Most Recent Three Months Analysts Recommendations  

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

http://www.reuters.com/ , “Analysts” tab. NOTE: Make sure you copy the entire table 

including “Mean Rating” at the bottom of the table. 

 

 

Over the past three months the opinions of the analysts have changed very little. The 

current mean rating is at 2.09, showing that on average the analysts believe KO is at an 

‘outperform’ level. The ratings for 1 month and 2 months ago were both 2.00, and 3 months 

ago it was 2.05. The most recent change is from one analysis moving from buy to hold.  

Morningstar has an average analyst opinion rating of 4.3 (Buy=5, Sell=0). This rating falls 

between a ‘buy’ and an ‘outperform’, showing very positive ratings. There are 4 analysis 

that are for a buy, 1 for outperform, and 2 for hold. There are none for underperform or 

sell. This lines up well with the analysts from Reuters, helping cement the idea that it is 
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looking like a good time to buy. Late February shows insiders on Morningstar to be buying, 

showing good signs of life for Coke.  

 

  

 

 

 

 

 

(F-2) Most Recent One Month Analysts Upgrades/Downgrades from CNBC  

Last reported earnings were on February 14th, 2014 and the next earnings date is estimated to 

be around the middle of April, 2014. 

 

Within the last month there were no analyst revisions for The Coca-Cola Company. Because of 

this, there are no upgrades or downgrades to report, nor were there any clusters of changes. 

Back a bit farther than one month there was one downgrade to a hold from a recommended 

outperform. This was perhaps due to the slight downward trend that Coke began to show 

towards the end of January. For the time being it looked like a good move, but considering that 

it was the only move and that Coke has shown better signs of late, it may not have paid off.  
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Section (G) Institutional Ownership 

Copy/paste the completed “CIF Institutional Ownership” spreadsheet here. 

 

 

Combine information provided in all three sections to discuss: 

All three sections show institutions increasing their ownership on a net basis. 44.13% of owners 

have increased their positions while only 1.93% have decreased. The owners holding over 4% of 

the company’s stocks have held the same or increased their ownership.  A majority of this 

stock, 66.19%, is held under institutional ownership. Of the eleven institutional owners listed 
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on msn money, only 4 have decreased their ownership. This shows overall support from these 

owners as the majority increase or hold their positions.  Two of the three top holders, Vangaurd 

Group Inc and State Street Corp, are mutual funds.  

 

Section (H) Short Interest 

(H-1) Short Interest Data from http://www.nasdaq.com/ (NASDAQ’s website) 

Coca-Cola Company Short Interest Rate 
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PepsiCo. Short Interest 
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Monster Beverage Corporation Short Interest 
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(H-2) Short Interest Data From http://finance.yahoo.com/ 

Copy/paste required data from the “share statistics” table to the following table for (1) your 

stock, and (2) two competitors (in separate tables).  

    

Avg Vol  Avg Vol Shares  Float 
(3 month) (10 day) Outstanding 

 16,075,900 19,115,800 4.41B  3.78B 

Shares Short Short Ratio Short % of Float Shares Short 

(February 14, 2014) (February 14, 2014) (February 14, 2014) (prior month) 

 44.12M 2.80 1.20%  44.25M 

 

PepsiCo 

Avg Vol  Avg Vol Shares  Float 
(3 month) (10 day) Outstanding 

5,712,,530  7,400,710 1.52B 1.52B 

Shares Short Short Ratio Short % of Float Shares Short 

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

 9.81M 1.70 .60% 9.26M 

 

Monster Beverage Corporation 

 

Avg Vol  Avg Vol Shares  Float 
(3 month) (10 day) Outstanding 

1,526,450  2,236,390 166.82M 151.31M 

Shares Short Short Ratio Short % of Float Shares Short 

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

 3.84M 2.80 2.70% 3.76M 
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Last reported earnings were on February 14th, 2014 and the next earnings date will be mid-

April, 2014.  

 

For Coca-Cola the market sentiment based on short interest statistics has had its ups and 

downs in the most recent year according to NASDAQ’s short interest table. Days-to-cover 

stayed between about 1.9 and 2.5, but towards the end of 2013 starting in November increased 

to 3.0. The most recent report from February 14th shows a drop in the ratio down to ~2.57. This 

drop back down is a good sign that it’s becoming more bullish than bearish (Fink).   

 

February 14th is the most recent date reported for the short ratio. Coca-Cola’s current days-to-

cover is 2.57. Therefore, it takes sellers 2.57 days to cover their entire positions if the price of 

the stock begins to rise. Moreover, the short interest rate is decently low enough to indicate a 

more bullish signal. The days to cover for PepsiCo and Monster for the most recent month are 

1.47 and 2.33 respectively. The days to cover for Coca-Cola’s competitors are therefore slightly 

more bullish, but taking a closer look at Monster shows that their days-to-cover is very erratic 

and could skyrocket by the next report. 
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Section (I) Stock Charts 

 (I-1) A three months price chart 

 
 

 

(I-2) A one year price chart 
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(I-3) A five year price chart 

 
 

Looking back to the beginning of the 3 month time horizon, everything compared in the chart 

looked to be well in line. As soon as the new year started everything began to dive with Coke 

taking the biggest hit and falling below the S&P 500, the consumer staples sector, and Pepsi by 

the time February hit. As February continued everything seemed to be heading upward, 

however it seems beverage companies fell again as Coke and Pepsi dropped back down and are 

now on an upward move. The staples sector and the S&P 500 have continued their upward 

trend since the beginning of February. The changes per day are very slight and small but have 

recently been continuous gains. In our short investment horizon, we probably won’t see 

exponential growth from a staples company, but gains can be enough to make them justified, 

and it is very unlikely there will be any massive drops. Low is a good time to purchase. 

 

When looking at the 1-year price chart, Coca-Cola was looking quite good in early 2013, 

outperforming its sector and the S&P 500, perhaps because the year was not predicted to have 

large growth and held a lot of uncertainty so investors were looking towards consumer staples 

as a safe alternative. Then, as the year progressed and continued to show growth and good 

numbers, investors shied away from staples and moved elsewhere. KO seemed to have taken 

the hardest hit as it fell slightly below XLP, PepsiCo and the S&P 500.  

 

In terms of the 5-year price chart, Coca-Cola is shown to outperform the entire consumer 

staples sector, which itself underperformed relative to the S&P500. 2013 was when it seemed 

to stop mirroring the S&P 500’s upward trend. Historically, KO shows good growth in the 

middle to end of the year.  
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(I-4)  Technical Indicators (“Moving Average” and “Relative Strength Index” from 

http://finance.yahoo.com/) 

 

6-month 10 and 50 day Moving Average Price Chart 
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2-year 50 and 200 day Moving Average Price Chart 

 
Looking at the 6-month moving average price chart it is visible that there has been a slight 

downward trend of late. Late 2013 was looking good as the 10 day crossed above the 50 day in 

late October indicating a bull market and stayed there until mid-January. This is when the 10 

day dropped below the 50 day indicating a bear market on the horizon. Most recently though it 

can be seen that the 10 day moving average has taken a turn for the better and seems to be on 

the rise again. Many analysts are predicting a golden cross in the near future.   

The 2-year price chart shows the 50-day moving average staying above the 200-day up until 

2013 began. Since there it has shown quite a bit of volatility as the averages show 2 more death 

crosses and 2 more golden crosses. Most recently the 50 day very momentary and just barely 

broke above the 200 day moving average which would show a bullish market trend but then fell 

back under. There is still more time indicating a bullish market rather than a bear market.  

RSI ratings for both the 6-month and 2-year charts are looking good. When RSI approaches 70 it can 

mean that it might be overvalued and could be a good time pull back. Whereas if RSI is approaching 30, 

it can be a possible indicator that the stock is being oversold and can indicate that the stock may 

become undervalued in the short future. Both charts show that the RSI is below 50 and the 2-year chart 

shows it to continue to drop more towards 30 which is a very good thing for the future of the stock.  
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