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  Date: 2/25/2015 

    Analyst Name: Dominic Niolu, Courtney Hastings 

CIF Stock Recommendation Report (Spring 2015) 

Company Name and Ticker: E.I Du Pont Nemours (DD) 

Section (A) Investment Summary 

Recommendation Buy:       Yes         Target Price: 
78.18 

Stop-Loss Price: 
63.7 

Sector: Basic Materials Industry: Agricultural 
Chemicals 

Market Cap (in Billions): 
$67,300 

# of Shrs. O/S (in Millions): 
905.41M 
 

Current Price: $77.85 52 WK Hi: 
78.18 
 

52 WK Low: 
63.7 

EBO Valuation: $76.68 

Morningstar (MS) Fair 
Value Est.:  64.0 

MS FV Uncertainty: 
High 
 

MS Consider Buying:   
38.4 BASE 

MS Consider Selling:   
99.2 BASE 

EPS (TTM):  
3.92 

EPS (FY1): EPS (FY2): MS Star Rating: 
2 stars 

Next Fiscal Yr. End 
 ”Year”: 2016     
“Month”: Dec 

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

If Less Than 8 WK, next 
Earnings Ann. Date: 
April 21, 2015 

Analyst Consensus 
Recommendation: Hold 

Forward P/E: 16.92 Mean LT Growth: 9.64% PEG: 1.76 Beta:  
1.33 

% Inst. Ownership:  
68.52% 

Inst. Ownership- Net 
Buy:   Y       N 

Short Interest Ratio: 
3.6 

Short as % of Float: 
1.60% 

Ratio Analysis Company Industry Sector 

P/E (TTM) 20 16.33 25.15 

P/S (TTM) 2.02 .71 2.53 

P/B (MRQ) 5.39 1.47 2.36 

P/CF (TTM) 13.49 8.22 13.8 

Dividend Yield 2.41 1.7 1.6 

Total Debt/Equity (MRQ) 80.29 94.87 67.23 

Net Profit Margin (TTM) 10.37 4.95 9.73 

ROA (TTM) 7.14 3.38 5.50 
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ROE (TTM) 24.76 9.64 1.97 

 

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

Company Profile: Du Pont is a large chemicals company 
with segments in agricultural products and distribution 
and biotechnology 

Fundamental Valuation: Our analysis shows that Du 
Pont is currently overvalued in the long run and may 
decline in price during the growth period 

Relative Valuation: Du Pont is a strong competitor 
among its closest peers and has the potential to 
outperform in the coming year 

Revenue and Earnings Estimates: 
Overall, the revenue and earnings estimates are 
following a bullish trend, but not as much growth is 
expected now as predicted a year ago. 

Analyst Recommendations: 
Most analysts are recommending this stock as a “hold”, 
with more “buy” recommendations than “sell” 
recommendations. 
  

Institutional Ownership: 
There are 68.52% institutional holders. Overall this 
stock is a net sell in institutional holders, with a -2. 
 

Short Interest: 
The short interest also shows bullish conditions, with 
their short rate staying below 5 days in 2015. This 
shows the potential for growth, but it is not estimated 
to grow rapidly. 
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Stock Price Chart: 
The stock price chart is very promising, showing the 
relative growth of DD to the S&P 500 and also the 
materials sector. DD is outperforming both in the 3 
month and the 5 year, shown by the financial and the 
technical indicators. 
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Section (B) Company Profile  

(B-1) Profile  

 E I du Pont de Nemours & Co. is an American chemical company with major 

business units in: Agriculture, Electronics & Communications, Industrial 

Biosciences, Nutrition & Health, Performance Chemicals, Performance Materials 

and Safety & Protection. The company was originally focused in chemical 

production but has since shifted its focus to agriculture, nutrition, and 

biosciences. 

 

 

 
 

 

Business Unit Earnings Distribution

Agriculture 37%

Electronics &
Communication 6%

Industrial Biosciences
3%

Nutrition and Health 6%

Performance Chemicals
15%

Performance Materials
21%

Safety & Protection 13%
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Business Model: Subsidiaries and affiliates of DuPont conduct manufacturing, seed production 

or selling activities and some are distributors of products manufactured by the company. As a 

science and technology based company, DuPont competes on a variety of factors such as: 

 Product quality  

 Performance or specifications 

 Continuity of supply 

 Price, customer service 

 Breadth of product line depending on the characteristics of the particular market 

involved and the product or service provided 

 

DuPont is helping customers find solutions to capitalize on areas of growing global demand — 

enabling more, safer, nutritious food; creating high-performance, cost-effective energy efficient 

materials for a wide range of industries; and increasingly delivering renewably sourced bio-

based materials and fuels (Du Pont, 2014) 

 

Du Pont is a cyclical stock as it is reactionary to changes in the state of the economy. However, 

it is much less so than other companies in the industry as it is currently growing its agricultural 

oriented segments. While the company has been around for quite some time, it has been able 

to stave off its maturity phase by continuing to innovate both internally and externally. 

 

 There are no current plans or rumors of any type of merger or acquisition event. 

However, Trian Fund Management is currently seeking to take four board seats in order to 

Global Business Breakdown

U.S & Canada 35%

Latin America 16%

Developed Asia10%

Developing Asia 16%

Developed EMEA 15%

Developing EMEA 8%



6 
 

break up Du Pont. This is extremely unlikely due to the fact that the firm has been able to 

outperform the marker for several years now. 

  

Major risk factors include regular competition from Du Pont’s rival firm Monsanto. Du Pont has 

struggled to gain a technological advantage but holds a portfolio of significant patents that 

allow it to maintain its competition. Additionally, Monsanto’s seed sales have consistently beat 

those of Du Pont’s for many years. However, the gap has been closing more and more over 

recent years.  

 

 Du Pont has a strong history of innovation with the invention of materials like Kevlar 

and Teflon. It is reasonable to assume that such innovation will continue. 

 

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

earnings data to be included) 

1) What are your observations on revenue? Was there a notable up- or down-trend, year-

over-year? Was there seasonable pattern? Revenues have been consistent over the past 

several years with no real deviations. 

 

2) Likewise, what are your observations on earnings?   

GAAP earnings over the most recent quarter were up 28% compared to FY13. Earnings over the 

past several quarters are consistently rising. 

 

(B-3) Most Recent Quarterly Earnings Release 

1) When was the company’s most recent earning release?  

January 27, 2015 

 

 

2) In that earnings report, was reported revenue a (1) beat, (2) match, or (3) miss from 

consensus estimate?  

Revenues were reported to have missed estimates 

 

3) Likewise, was reported earnings a (1) beat, (2) match, or (3) miss from consensus 

estimate?  

Earnings were as estimated by analysts 

 

4) What did the management attribute the beat/miss to? 
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Missed revenues were attributed to an array of issues such as the increasing pressure from 

Trian Management to break up Du Pont. The earnings were as expected. 

 

5) Did the management provide guidance about their current quarter and their outlook for 

the year? What were the key points of the guidance?  

The outlook for Du Pont in FY15 is generally positive with expectations for earnings growth 

 

 

6) How did the stock react to that earnings release? 

Stock prices initially dropped but quickly rebounded with steady continuous growth. 

 

7) Other observations worth noting? 

Observing stock prices since the most recent earnings report, trends show that the price may 

have stagnated but further observation is required to verify. 

 

Section (C) Fundamental Valuation (EBO) 

Include the following here: 
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Inputs (provide below input values used in your analysis) 

EPS forecasts (FY1 & FY2):  4.11, 4.60 

Long-term growth rate:  9.64% 

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

 Book value:   $13083 

 # of shares outstanding: 904.98 

 Book value / share:  14.457 

Dividend payout ratio:  44.25% 

Next fiscal year end:   2015 

Current fiscal month:   2 
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Target ROE:    26.4% 

Discount rate    10.98% 

Input for discount rate: 

Risk-free rate:   2.73 

Beta:    1.43 

Market risk premium: 5.77 

Output 

Above normal growth period chosen: 7 

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

EBO valuation (Implied price from the spreadsheet): $65.86 

1) Comment on the fundamental value obtained in relation to the stock’s current price and 

its 52-week price range.  

The fundamental value indicates that the stock price will drop significantly in the chosen 

growth period. This is in contrast to many analyst estimates. 

 

2) What might be “soft spots” of the inputs? And why? 

The estimated expected return of the market could be considered a “soft spot” because of the 

recent volatility of the economy. 

 

Sensitivity Analysis 

1) Explain the input values used in sensitivity analysis. Compare the fundamental values 

obtained here in relation to the value from the base case  

I used values taken from Reuters and compared them to that of Morningstar and Yahoo finance 

and found that they were for the most part the same.  

Justification for growth period input: We chose the 7 year growth period due to the fact that 

we recommend going long on the stock in order to take advantage of it’s dividend payments. 

2) Other observations worth noting 

The EBO valuation is much different than the relative valuation, it may be important to 

research why the two values are so different. 

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

57.5 if changing above normal growth period to 5 

63.12 if changing growth rate from mean (consensus) to the highest estimate 11.18 
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60.7 if changing growth rate from mean (consensus) to the lowest estimate 8.10 

 

Section (D) Relative Valuation 

 

 

Monsanto: Monsanto is an agricultural and biotechnology producer. The main area of 

completion with Du Pont lies in technology development and seed sales. 

Syngenta AG: Syngenta is an agricultural protection and seeds business. They compete with Du 

Pont for seeds sales and in herbicides. 

Potash Corp: Potash corp. is an integrated fertilizer and feed product company. Competition 

with Du Pont stems primarily from its fertilizer segment. 

Mosaic Co.: Mosaic Co. is a producer and supplier of potash and phosphate based plant 

nutrients and animal feed. This is in direct competition with Du Pont’s fertilizer segment. 

As shown in the table above, Du Pont’s P/E ratio sits about in the middle of it’s competitors. 

Monsanto and Syngenta are likely going to experience more growth than Du Pont and the 

remaining competitors due to their relatively higher P/E ratio. Taking into account Du Pont’s 

lower than average (among the competitors) PEG ratio we can say that the stock may be 
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undervalued in comparison with the exception of Mosaic. However, the P/B ratio indicates that 

the stock may not be as undervalued as the PEG leads us to think so we can say with some 

certainty that the stock may only be slightly underpriced. The P/S ratio should be excluded from 

our analysis due to the differences in firm size and the fact that competition is not equal across 

all segments of every business. The P/CF ratio may also be excluded from consideration 

because it is most useful in valuing stocks that are not profitable and Du Pont has been 

profitable for several years. 

Analyst’s opinions of Du Pont in comparison to my own are relatively in line with each 

other. There were no real statements about its competitors besides Monsanto who continues 

to be Du Pont’s primary rival. Overall the opinions of the competitor firms are mostly the same 

however it is worth noting that there is a significant amount of uncertainty regarding Mosaic’s 

future performance as there is a lot of variability when past performance is taken into account. 

Section E.  

E-1 

 

Sales are in millions, while earnings are in per share value. For the quarter ending in Dec 14, the 

analysts missed the actual sales value by 5.46%. Going in descending order, the surprise 

percent for sales are as following: -5.55%, -.84%, -3.04%, -.41%. For EPS, the analysts almost 

always correctly estimated the value, except for Sept 14 where they underestimated by .01, 

and for Dec 13 where they underestimated by .04. The actual amounts for sales were always 

less than the estimates, but the analysts did well with predicting the EPS. The predictions for 

the EPS were more impressive because they analysts either hit the correct value, or missed the 

actual figure. 
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E-2 

 

Mar-15: For sales, there was a 2.12% change from mean to high, and .76% from mean to low. 

For EPS, there was a 9.63% change from mean to high, and a 3.7% change from mean to low. 

Jun-15: : For sales, there was a 2.76% change from mean to high, and 2.72% from mean to low. 

For EPS, there was a 5.07% change from mean to high, and a 6.53% change from mean to low. 

Dec-15: : For sales, there was a 3.44% change from mean to high, and 2.2% from mean to low. 

For EPS, there was a 2.18% change from mean to high, and a 2.68% change from mean to low. 

Dec-16: : For sales, there was a 10.09% change from mean to high, and 11.65% from mean to 

low. For EPS, there was an 8.69% change from mean to high, and a 6.98% change from mean to 

low. 

Dec-16 is the most notable with the biggest percent changes. There were more analysts 

estimating for the EPS rather than the sales, showing positive growth for the next year. 
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E-3 

 

The general pattern is increasing sales and EPS. The quarter ending in Jun-15 and the year 

ending in Dec-16 are the highest for both sales and EPS.  
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E-4 

 

After looking up the earnings revision on CNBC, the data is consistent with the above 

information. Recently, there have been more “ups” and no “downs” for revenue. But in the last 

4 weeks, there were many “down” revisions for revenue and for earnings. In the last week, 

there was no movement for earnings either up or down.  

E-5 

 
Revision 
Date 

 
Revision 
Type 

 
Revision 
Up/Down 

 
Current 

 
Previous 

 
% 

Change 

# of Analysts 
Reporting 

 
      

 
      

Feb 12th Down 0/8 $1.35 $1.35 0.07 15 

Feb 3rd Down 0/8 $1.35 $1.37 1.53 14 

Feb 2nd Down 0/8 $1.37 $1.39 1.01 15 

Jan 29th Down 0/7 $1.39 $1.45 4.34 14 

Jan 28th Down 1/5 $1.45 $1.73 16.23 14 

Jan 26th Down 1/2 $1.73 $1.74 0.52 9 

 Last earnings report date: January 27th, 2015 

Next earnings report date: April 21st, 2015 
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The oldest revision dates for DD in 2015 were much clustered around the last earnings report 

date. There was one revision that was over a 10% change (a 16.23% change) for the revision 

made on January 28th; this is due to the earnings report that was released the day before. There 

was a dip in the stock price after the announcement and after the revision made (as seen in the 

stock price chart above), however the stock price quickly recovered a few days later. After the 

dip resulting from the 4Q earnings report being released, the stock price has been on the rise in 

general for the months following.  

Section F.  

F-1 

 

Looking at the analyst’s recommendations table on reuters.com, it seems DD is mostly a 

recommended hold, but has more “buy” recommendations than “sell” opinions. The number of 

analysts recommending this stock as a “buy” or “strong buy” has decreased in the last three 
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months; however the stock has a mean rating of 2.71, which is the highest in the last 3 months. 

There were a total of 21 analyst recommendations. 

These recommendations are very consistent with the analyst opinions found on Yahoo Finance 

and also with the opinions listed on the Morningstar analyst estimates. Overall DD seems like a 

great stock to keep holding onto, with a bullish outlook on the stock.  

F-2 

There was no upgrade or downgrade listed in CNBC for Du Pont in the last month. This makes 

sense because they have an average performance right now, as many companies do because of 

the lull in the global economy and the strength of the US dollar, with no big signs of growth or 

poor performance in the near future. There were several earnings revisions, but no upgrades or 

downgrades. 

Section G.   
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More institutions have been selling this stock than buying, shown by the -2 in cell C21. This 

could be somewhat substantial because there are only four corporations currently holding DD 

stocks. There is a sizable percentage of ownership contributed to institutional holdings (68.52%) 

with the top 10 institutions holding 28%.  

Vanguard, which is the institution with the top holdings in DD, is also a mutual fund holder. It 

seems that Vanguard holds three different mutual funds (Vanguard Total Stock Market Index 

Fund, Vanguard 500 Index Fund, and Vanguard Institutional Index Fund).  

Section H. 

H-1 

Short Interest for Du Pont 
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Short Interest for Monsanto (MON) 
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Short Interest for Dow Chemical (DOW) 

 

 

H-2 

Du Pont (DD) 

Avg Vol  Avg Vol Shares  
Float 

(3 month) (10 day) Outstanding 

3,746,640  3,080,880   905.41M  903.67M 
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Shares Short Short Ratio Short % of Float Shares Short 
(As of Feb 13, 2015) (As of Feb 13, 2015) (As of Feb 13, 2015) (Prior Month) 

 15.05M 3.60  1.60%  15.19M  

Monsanto (MON) 

Avg Vol  Avg Vol Shares  
Float 

(3 month) (10 day) Outstanding 

384,381  860,766 483.28M  481.84M  

Shares Short Short Ratio Short % of Float Shares Short 
(As of Feb 13, 2015) (As of Feb 13, 2015) (As of Feb 13, 2015) (Prior Month) 

 10.24M 4.00  2.10%   8.89M 

 

Dow Chemical (DOW) 

Avg Vol  Avg Vol Shares  
Float 

(3 month) (10 day) Outstanding 

9,554,930  7,357,840  1.16B  1.15B  

Shares Short Short Ratio Short % of Float Shares Short 
(As of Feb 13, 2015) (As of Feb 13, 2015) (As of Feb 13, 2015) (Prior Month) 

 30.63M 3.20  2.50%   31.47M 

 

Last earnings report date: January 27th, 2015 

Next earnings report date: April 21st, 2015 

Over the last year, DD has been in a range of 9-3 for days to cover, mostly staying over 5 days. 

This is a sign that the stock has been facing bearish conditions. The competitors have been 

showing more bullish momentum in the last year, with DOW keeping their days to cover at a 

very low number (around 2 days on average). However, the days to recover for DD has been 

relatively low (about 3 days) since 2015 has started. This is a good sign for DD, showing bullish 

momentum for this stock. The main competitors of Monsanto and Dow Chemical have been 

about the same as DD for the recent data.  
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The earnings report date did not seem to have much effect on the days to cover, the days 

slightly increased. There were less short positions after the earnings report on January 27th, but 

also a smaller trading volume after the report was announced. As previously mentioned, the 

stock price dipped after the announcements were made in late January; however it was 

recovered back in the next few days.  

The short ratio seen in the table for DD is in between that of its two competitors, however the 

range is small. All ratios are under 5 days, showing somewhat bullish conditions for all stocks. 

This shows the potential for growth, but it is not estimated to grow rapidly.  

Section I. 

I-1 

 

I-2 
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I-3 

 

It is shown clearly how DD is outperforming the materials sector (XLB), the S&P 500 and also 

their competitor Monsanto in the 3 month and the 5 year graphs. The three month graph 

shows all four of the stocks are following the same trend patterns, but DD is outperforming the 

other three. The one year graph seems a bit confusing, with many different movements of all 

four of the graphs. The materials sector and the S&P 500 are usually following the same trend 

line that is seen in all three time frames, but it is interesting that in the one year graph, there is 

a spike for MON while DD had a huge drop. The 5 year graph shows the bullish trends of all four 

stocks within the last two years, but DD is showing the most positive growth.  

I-4 

Short-term technical indicators 
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Long-term technical indicators  

 

You can see in both charts how the SMA with a shorter number of periods more closely tracks 

the movements of the stock price, while the higher number of periods shows more general 

trends over time. It is promising that the short- and long-term trends are in a positive and 

growing direction. The trade volume for the short term is a bit erratic, while the trade volume 

from the long term is generally declining slightly, but both of these trends are to be expected 

with the state of the global economy.  
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