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  Date:__3/5/2015___________ 

    Analyst Name: Connor Proff & Jake Courtright____ 

CIF Stock Recommendation Report (Spring 2015) 

Company Name and Ticker:_Kinder Morgan (NYSE:KMI)_________ 

Section (A) Investment Summary 

Recommendation Buy:       Yes         No Target Price: 47.50 Stop-Loss Price: 
35.00 

Sector:Energy Industry: Oil and Gas 
Transportation 

Market Cap (in Billions): 
87.42 

# of Shrs. O/S (in Millions): 
7,788,148 

Current Price: 41.04 52 WK Hi: 
43.18 

52 WK Low: 30.81 EBO Valuation: 25.28 

Morningstar (MS) Fair 
Value Est.:  40 

MS FV Uncertainty: 
Medium 

MS Consider Buying:  
28.00 

MS Consider Selling:  54.00 

EPS (TTM): .89 EPS (FY1): .91 EPS (FY2): .97 MS Star Rating:3 stars 

Next Fiscal Yr. End 
 ”2015”:      “Dec 31”: 

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

If Less Than 8 WK, next 
Earnings Ann. Date: Apr 
14 - 20 

Analyst Consensus 
Recommendation: Buy-
Outperform 

Forward P/E: 42.31 Mean LT Growth: 21.1 PEG: 2.01 Beta: .62 

% Inst. Ownership: 
56.02% 

Inst. Ownership- Net 
Buy:   Y       N 

Short Interest Ratio: 6.6 Short as % of Float:11.1 

Ratio Analysis Company Industry Sector 

P/E (TTM) 44.14 18.39 15.77 

P/S (TTM) 5.53 9.97 1.27 

P/B (MRQ) 1.27 24.15 1.51 

P/CF (TTM) 20.01 34.90 8.90 

Dividend Yield 4.27% 2.27 3.72 

Total Debt/Equity (MRQ) 126.08 141.98 58.05 

Net Profit Margin (TTM) 15.06 18.94 6.94 

ROA (TTM) 3.08 3.25 5.92 

ROE (TTM) 4.32 -59.34 10.84 
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Investment Thesis:  
• Kinder Morgan has 

outperformed its sector greatly 
over the last few months 

• Analysts are very bullish with 
none saying that it is 
underperforming or a sell 
recommendation.  

• Kinder Morgan has recently 
issued large dividends and so 
we should see a dividend near 
$.50.  

• With most of its operations 
within the United states and 
very few not in North America 
it faces a low risk of loss to the 
strong dollar. 

• With low oil prices and 
increasing supply, we believe 
midline companies and pipeline 
companies will still perform 
well and are better insulated 
from losses as a result. 

• We recommend a buy based on 
this and our relative valuation 
because it has better multiples 
than its leading competitors.  

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

Company Profile: Kinder Morgan operates the largest 
amount of pipelines in north America as well as storage 
facilities. They have recently closed on a $77B merger last 
year and have yet to see real gains from it.  

Fundamental Valuation: Using the EBO valuation we 
found an implied price of $25.28/share 

Relative Valuation: We used Spectra Energy, Energy 
Transfer Equity, Enterprise Products Partners, and 
Williams Companies. They are all pipeline companies 
and based on the analysis the stock is slightly 
overvalued.  
Revenue and Earnings Estimates: There has been zero 
revisions to estimates recently and only one total 
revision that upgraded earnings for this year. This 
reflects that analysts have good valuations.  

Analyst Recommendations: Almost all analysts decided 
on an outperform rating with some saying to buy and 3 
saying to hold. There were none for sell or 
underperform recommendations 

Institutional Ownership: Only one company holds more 
than 4% of shares. This reflects its high diversity since it has 
institutional holdings making up 56% of its total shares. 

Short Interest: At the height of the current oil scare 
back in January and December KMI saw shorts of 200m 
in volume vs now it only sees 73.24. this reflects its 
recent bullish sentiments on the market.  

Stock Price Chart: In the last 3 months it has 
outperformed its competitor and over the last year its 
outperformed its benchmarks and in the last 5 years it 
has underperformed.  
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Section (B) Company Profile  

(B-1) Profile  
Kinder Morgan is the largest energy infrastructure company with a value of over $125 Billion. 
They own about 80,000 miles of pipeline and 180 terminals. They have almost 12,000 
employees across the U.S. They are connected to every important U.S. natural gas play and 
move about 1/3 of total U.S. consumption, They are the largest CO2 transporter with 1.3 Billion 
cubic feet a day. They are also the largest independent terminal operator with the capacity of 
125 million barrels. They span across all regions of the U.S to form an intracontinental pipeline. 
They export lots of products and store petroleum products while also being able to handle 
ethanol, co2, natural gas, and coal. Recently last year they performed a merger with Kinder 
Morgan Energy Partners (KMP) and El Paso Pipeline (EPB) and all of the shares under Kinder 
Morgan Management LLC (KMR). The valuation of this was at $77 Billion dollars which is a very 
substantial amount. It is mainly focused in the states and does not face much currency risk. Its 
main areas of risk comes from oil prices and interest rate risk. Kinder Morgan takes on a very 
unique management strategy with a focus on shareholder and its Chairman and CEO Mr. Kinder 
takes only $1 in annual salary while holding a 23% stake worth about 8.1 billion.  He also takes 
no bonus, stock option, or stock grants. They don’t own a PAC and also take strides to reduce 
expenses for executives at any opportunity like aircraft or other perks. It also faces issues with 
regulation of pipelines and also hazards related to leaks, explosions, and mechanical issues that 
can lead to huge losses.  

(B-2) Revenue and Earnings History (Refer to the guidelines document for revenue and 
earnings data to be included) Reuters did not contain any tables for revenue and earnings 

Period Ending Dec 31, 2014 Dec 31, 2013 Dec 31, 2012 

Total Revenue 16,226,000   14,070,000   9,973,000   
  $0.89  $1.15 $0.35 

  

1) What are your observations on revenue? Was there a notable up- or down-trend, year-
over-year? Was there seasonable pattern?  
There has been a steady increase in revenue each year. It also seems to see a slight 
fluxuation in revenue from quarter to quarter.  

Quarterly Q4 2014 Q3 2013 Q2 2014 Q1 2014 

Revenue 3,951.00 4,291 3,937 4,047 

Earnings $0.27 0.32 0.27 0.28 
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2) Likewise, what are your observations on earnings?   
Earnings have steadily increased from year to year with the exception of last year. We 
attribute this largely to the merger that it completed last year as it ate into costs through 
the issuing of $10 cash per share of KMP as they transferred over to KMI shares.  

(B-3) Most Recent Quarterly Earnings Release 

1) When was the company’s most recent earning release? 
January 22 

2) In that earnings report, was reported revenue a (1) beat, (2) match, or (3) miss from 
consensus estimate?  
It missed on Revenue coming in at 3. compared to 4.49B.  

3) Likewise, was reported earnings a (1) beat, (2) match, or (3) miss from consensus 
estimate?  
It missed on Earnings by $.08 a share at .26 vs estimates of .34.  

4) What did the management attribute the beat/miss to? 
They attributed it to the low oil prices that are currently dominating the market.  

5) Did the management provide guidance about their current quarter and their outlook for 
the year? What were the key points of the guidance? 
It aims to continue with more midstream acquisitions and also expect to increase dividends 
to $2 for the year.  

6) How did the stock react to that earnings release? 
Despite missing on both earnings and revenue, it increased slightly over the days that 
followed before dropping after its dividend issue. This is because they issue large dividends 
nearing half a dollar so its drop is explained by that.  

7) Other observations worth noting? 
It has passed the price on its earnings date twice in February and we expect it to rise above 
it again and so we believe that it will rise above it again and that its last earnings report is 
not reflective of the start of a downward trend 

 
Section (C) Fundamental Valuation (EBO) 

Include the following here: 

Copy/paste completed Fundamental Valuation (EBO) Spreadsheet  
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Inputs (provide below input values used in your analysis) 

EPS forecasts (FY1 & FY2):  ____.91 and .97________ 

Long-term growth rate:  ____21.10%___________ 

*** Indicate next to the number if you made an adjustment to the consensus LTG estimate. 
Justify at the bottom of this panel how you derive the adjusted value, if any *** 
Book value /share (along with book value and number of shares outstanding): 

 Book value:   _____34076.00_________ 

 # of shares outstanding: _____2125.15__________ 

 Book value / share:  _____16.035___________ 

KMI

PARAMET ERS FY1 FY2 L tg

L ong-term
Gowth 
Per iod
( Years)

EPS Forecasts 0.91 0.97 21.10% 5

T otal Equity 34076.00

Prefer red Stock 0.00

Book Value (end of  last fye) 34076.00 Fundamental Valuation (EBO)
Common Equity  Shr . O/S 2125.15 M odel 1: 9, 10, or 12-year forecasting horizon (T=9, 10 or 12).
Book value/share (last fye) 16.035   with a 4, 5 or 7-year growth period.
30- Year  T -Bond Rate 2.72%

E(rm) 7.00%

Beta 0.62

Discount Rate 5.37%

Div idend Payout Ratio (POR 128.09% Please download and save this template to your own storage device
Next Fsc Year  end 2015 You only  need to input values to cells highlighted in "yellow"

Cur rent Fsc Mth (1 to 12) 3 T he rest of  the spreadsheet is calculated automatically

T arget ROE (industry  avg.) 9.03% Please read "Guidelines_for_FundamentalValuation_ProfL ee_Spreadsheet"   

 Year 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

Long-term EPS Growth Rate (Ltg) 0.2110 0.2110 0.2110

Forecasted EPS 0.91 0.97 1.17 1.42 1.72

Beg. of year BV/Shr 16.035 15.779 15.507 15.177 14.777

Implied ROE 0.061 0.076 0.094 0.117

ROE (Beg. ROE, from EPS forecasts) 0.057 0.061 0.076 0.094 0.117 0.111 0.106 0.101 0.096 0.090

Abnormal ROE (ROE-k) 0.003 0.008 0.022 0.040 0.063 0.058 0.052 0.047 0.042 0.037

growth rate for B (1-POR)* (ROEt-1) 0.000 -0.016 -0.017 -0.021 -0.026 -0.033 -0.031 -0.030 -0.028 -0.027

Compounded growth 1.000 0.984 0.967 0.946 0.922 0.891 0.864 0.838 0.814 0.792

growth* AROE 0.003 0.008 0.021 0.038 0.058 0.051 0.045 0.039 0.034 0.029

required rate (k) 0.054 0.054 0.054 0.054 0.054 0.054 0.054 0.054 0.054 0.054 0.054

Compound discount rate 1.054 1.110 1.170 1.233 1.299 1.369 1.443 1.520 1.602 1.688

div. payout rate (k) 1.281

Add to P/B PV(growth* AROE) 0.00 0.01 0.02 0.03 0.04 0.04 0.03 0.03 0.02 0.02

Cum P/B 1.00 1.01 1.03 1.06 1.10 1.14 1.17 1.20 1.22 1.24

Add: Perpetuity

beyond current yr (Assume this yr's AROE forever) 0.05 0.13 0.34 0.57 0.83 0.70 0.58 0.48 0.40 0.32

Total P/B (P/B if we stop est. this period) 1.06 1.14 1.37 1.63 1.93 1.84 1.75 1.68 1.61 1.56

I mplied pr ice 17.16 18.48 22.21 26.49 31.41 29.88 28.52 27.31 26.24 25.28

Check:

Beg. BV/Shr 16.035 15.779 15.507 15.177 14.777 14.293 13.846 13.434 13.053 12.703

Implied EPS 0.910 0.970 1.175 1.423 1.723 1.591 1.469 1.354 1.247 1.147

Implied EPS growth 0.066 0.211 0.211 0.211 -0.076 -0.077 -0.078 -0.079 -0.080
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Dividend payout ratio:  _____128.09%__________ 

Next fiscal year end:   _____December 31, 2015_ 

Current fiscal month:   _____3________________ 

Target ROE:    _____9.03%____________ 

*** Indicate next to the number if you made an adjustment to the target ROE estimate. 
Justify at the bottom of this panel how you derive the adjusted value, if any *** 
Discount rate    _______5.37%_________ 

Input for discount rate: 

Risk-free rate:   ______2.72%__________ 

Beta:    _____.62______________*calculated taking an average 
of Reuters and Yahoo Betas 

Market risk premium: ____4.28%_____________*Chose the low end E(rm) of 7% 

Output 

Above normal growth period chosen: ____5  years___________ 

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

EBO valuation (Implied price from the spreadsheet): _____25.28_________ 

1) Comment on the fundamental value obtained in relation to the stock’s current price and 
its 52-week price range.  
It is substantially lower than the 52 week price range, missing the low end by an additional 
$5.63 

2) What might be “soft spots” of the inputs? And why? 
Soft spots of the input could be the industry growth rate due to repressed oil prices due to 
OPEC and new found supply from shale oil sources. Target RoE is also a suspected soft spot 
since it is valued at 9.03 industry average but Kinder Morgan should outperform this due to 
its management style and market position. We chose a growth period of 5 years because 
we weren’t sure that it would be accurate to predict growth in oil for any longer than that 
due to its fluctuating crude prices lately and improving technology that will make long term 
growth rates inaccurate too far past that. 

  
 

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  
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The stock increased when extending its growth period and also while changing growth to 
Morningstar’s estimate which is higher than the value found on Reuters.  It fell when 
reducing its growth rate to the one found on Yahoo of 4.2%. By changing the discount rate 
to its highest possible value the price lowers to 21.06 and is was achieved by manipulating 
the expected market return on market to 9% from 7%. We went with a lower estimate in 
our base of only 7% because the oil market is depressed and so the expected market return 
is relatively lower. When changing target ROE from the industry average to the one used in 
our relative analysis for Kinder Morgan 5 year, the stock fell to its lowest price of 21.02.  
 

2) Other observations worth noting 

 

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

___27.05________ if changing above normal growth period to ____7_________ 

__26.07___ if changing growth rate from mean (consensus) to the highest estimate __28.8__ 

__23.80__ if changing growth rate from mean (consensus) to the lowest estimate ___4.2___ 

__21.06________ if changing discount rate to __6.61________ 

___21.02_______if changing target ROE to ____6.47_________ 
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Section (D) Relative Valuation 

Copy/paste your completed relative valuation spreadsheet here 

Note: Your discussions in this section should address all of the following valuation 
metrics: forward P/E, PEG, P/B (MRQ), P/S (TTM), and P/CF (TTM). If you made a 
decision excluding a competitor from calculation of median of a particular valuation 
multiple, you must justify your decision (i.e., reasons why you feel strongly that 
particular valuation multiple from a particular competitor is not a good indicator). 

1) Discuss various valuation multiples of your stock and its peers. Comment if any of these 
stocks have multiples far off from the others and explain whether it makes sense.  
Kinder Morgan has a good P/B compared to competitors at 2.6 vs the next lowest of 2.9. 
They have a lower ROE that their competitors. They have a P/S that is in the middle of the 
pack between the lowest and highest. It also has the lowest P/CF ratio. The exclusion of ROE 
we feel is justified because they are a high dividend stock and so that eats into its return as 
the stock will typically fall by the amount of the dividend each time. It holds the highest 
value ratio of 0.4 of its closest competitor and the highest forward P/E. Its PEG of 1.56 is 
good but lower than spectra energy and Energy transfer equity LP and higher than EPD AND 
WMB who hold ratios of .91 and .60 respectively.   

2) Discuss the various implied prices of your stock derived from peers’ (“Comparables”) 
multiples. Compare these implied prices to current price and 52-week high and low. How 

AGN

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 SE Spectra Energy Corp 23,500.00$    35.26$                 1.38$                               25.50 4.20% 6.07 2.90 12.51% 0.23 4.00 10.6
2 ETE Energy Transfer Equity LP 34,700.00$    64.40$                 3.14$                               20.50 1.06% 19.34 52.40 43.98% 1.19 0.60 11.1
3 EPD Enterprise Products Partners LP 63,000.00$    32.55$                 1.47$                               22.22 24.40% 0.91 3.50 14.65% 0.24 1.30 14.8
4 WMB Williams Companies Inc 65,800.00$    49.15$                 1.55$                               31.80 52.67% 0.60 4.20 10.65% 0.39 4.60 16.7

KMI Kinder Morgan Inc 87,400.00$    41.04$                 1.25$                               32.90 21.10% 1.56 2.60 6.47% 0.40 2.90 10.4

Implied Price based on: P/E (forward) PEG P/B Value P/S P/CF
1 SE Spectra Energy Corp $31.81 $159.80 $45.78 $23.67 $56.61 $41.83
2 ETE Energy Transfer Equity LP $25.58 $509.18 $827.11 $121.68 $8.49 $43.80
3 EPD Enterprise Products Partners LP $27.72 $23.97 $55.25 $24.40 $18.40 $58.40
4 WMB Williams Companies Inc $39.68 $15.89 $66.30 $40.28 $65.10 $65.90

High $39.68 $509.18 $827.11 $121.68 $65.10 $65.90
Low $25.58 $15.89 $45.78 $23.67 $8.49 $41.83
Mean $31.20 $177.21 $248.61 $52.51 $37.15 $52.48

Cougar Investment Fund Relative Valuation Template

Please download and save this template to your own storage device
You only need to input values to cells highlighted in "yellow"

The rest of  the spreadsheet is calculated automatically

Please read "Stock Recommendation Report Guidelines" document carefully
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different are the prices derived from the various valuation metrics? Note any valuation 
metrics that seem to yield outlier prices and explain whether it makes sense.  
The implied prices are all extremely undervalued compared to the 52 week low and high. 
Because this is a high dividend stock, its price is expected to be lower and thus more costly 
per unit of earnings and growth. This is because these ratios don’t take dividend payout 
ratios into account so while it has a Forward P/E that is almost twice that of the S&P500’s, it 
also has twice the dividend payout and expects to see that increase by 10% this year. We 
believe that if accounted for then the implied prices calculated would be higher.   
 

3) Compare your findings with comments from analysts from Morningstar Direct and other 
online resources.  

It was fairly off from what morning star had. The calculated ratios were all different than 
what was pulled off of reuters suggesting that they make use of a more advanced future 
valuation ratios. The calculated Forward P/E was very high compared to Morningstar’s 
estimate of 32.9 and its PEG ratio calculated was almost double at 2.01 vs Morningstar’s 
1.1.  

 
4) Other observations worth noting?  

Energy Transfer Equity’s P/B and ROE is extremely high compared to industry or sector 
averages. This could have caused the relative values to be skewed. 

 

Kinder Morgan’s dividend payout ratio is far higher than all 4 companies and has a big but 
unrecognized effect on its relative valuation and performance multiples.  
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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 the surprises positive(actual greater than estimate) or negative (actual 
less than estimate)? (3) Were the surprises more notable for revenue or earnings? (4) Look up 
the stock chart to see how the stock price reacted to the “surprises.  
 (1) The company demonstrates a pattern of surprising the market with numbers different than 
analyst estimates.  
(2) For both earnings numbers and revenue/sales numbers the pattern is one of negative 
surprises across the board for the last five quarters.  
(3) The surprises are more notable for earnings, with the smallest surprise being -5.72% and the 
greatest being -23.12%. The negative surprises for sales are growing more and more significant, 
with the trend moving steadily from -1.59% to -8.09% over the last five quarters.  
(4) For the most part, KMI has reacted poorly to these negative earnings surprises, which is 
expected. However there have been instances like October ’14 when the stock has gone up 
after a negative earnings surprise. 
Overall the content of these tables are consistent with analyst reports and opinions on 
Morningstar. 
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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? 
(1) Sales: Mar-15 23.19%, Jun-15 21.42%, Dec-15 19.04%, Dec-16 19.63% 
      Earnings: Mar-15 31.43%, Jun-15 34.38%, Dec-15 31.06%, Dec-16 30.22%                                 
(2) Sales: Mar-15 13.13%, Jun-15 12.75%, Dec-15 13.23%, Dec-16 13.56%          
      Earnings: Mar-15 20.83%, Jun-15 19.05%, Dec-15 14.29%, Dec-16 45.36%                           
(3) For sales the divergent aren’t more notable across quarters or years, the highs are all 
around 20% different and the lows are around 13% different. Earnings differences are much 
more notable at the 2 year estimate for the lows where it jumps from around 18% to 45%, but 
the highs are right around 32% different across all times periods. Over all the Earnings 
differences are more notable than sales.   
(4) The number of analysts is relatively the same between long-term growth estimates and 
revenue and earnings estimates. 
Overall the content of these tables are consistent with analyst reports and opinions on 
Morningstar. 
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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? 

(1) Consensus estimates for revenues are trending up, and earnings consensus estimates are 
trending down. 
(2) The trend is more notable for FY2 in both earnings and revenue consensus estimates. 
This table with its trends and predictions goes along with the Morningstar estimates and 
analyst opinions. 
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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? 

(1) For revenues, there are literally no revisions of estimates. For earnings there are only two 
revisions and there is one up and one down. 
(2) The revisions, which only take place in the earnings, are not directional because they are 
even with only one up and one down. 
(3) There is no notable difference between last week and last 4 weeks, other than the only two 
revisions that take place are in the last 4 weeks sections. 
These numbers are consistent with other analyst opinions because Morningstar analysts 
haven’t changed opinions in a big way in the last four weeks. Also according to CNBC there 
hasn’t been a revision since early February. 
 
 

 

 

14 
 



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

Go to http://www.cnbc.com/, “news”, “earnings”, “calendar”, “consensus revisions”. Look 
for whether your stock had consensus earnings revision today. Copy/paste the information, if 
any, to the following table. Go back one day, copy/paste the information if there was 
consensus earnings revision. Repeat the process back one month. Add rows to the table if 
needed. 
 

 
Revision 

Date 

 
Revision 

Type 

 
Revision 

Up/Down 

 
Current 

 
Previous 

 
% Change 

# of 
Analysts 

Reporting 
2/6/15 Down 4/6 $0.240 $0.242 -.83% 13 
2/4/15 Up 3/7 $0.242 $0.238 1.68% 12 
2/3/15 Down 4/6 $0.243 $0.247 -1.62% 10 

 
1) Make note of the company’s (1) last earnings reporting date, and (2) next earnings 

reporting date. The last earnings report date was January 21, 2015 and the next date is 
April 15, 2015 

2) Review revisions day by day, and comment on (1) whether they tend to be clustered, and 
(2) if clustered, were they near earnings reporting date? The revision dates are clustered 
and very uncommon, but are relatively near earnings dates; a little over a week afterwards. 

3) Were there any greater than 10% consensus revisions? What is the maximum % 
consensus revision? There weren’t any consensus revisions near 10%, with the maximum 
revision being 1.68% 

4) Observe stock price chart, how did the stock trade around dates of greater than 10% 
consensus revisions? There weren’t any greater than 10% consensus revisions recently. The 
largest revision of February the stock dropped $.46 

5) Other observations worth noting? I would like to note that revisions are very uncommon 
and aren’t big, which suggests that analysts aren’t jumping around and have pretty solid 
opinions/confidence in the stock.  
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Section (F) Analysts’ Recommendations 

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

 

1) Review the trend of analyst recommendations over the last three months. Is there a 
notable change of analyst opinions, turning more bullish or bearish? There is a very small 
trend, not quite notable, shifting towards bearish. But overall the mean is still very bullish 
which matches up with Morningstar analyst attitudes. 

2) How many different ratings out of the five possible ones did the company receive 
currently, one, two, and three months ago? For all of the periods, KMI received 3 different 
types of ratings. 

3) Is there a notable trend of opinion convergence or divergence? There aren’t any real 
trends of convergence or divergence, the mean remains around 1.8 

4) Cross check (1) Morningstar analyst’s research report; and (2) media or other analysts’ 
comments from online financial sites. Is what you see here consistent to comments 
elsewhere? Morningstar and CNBC analysts are mostly bullish as well. The opinions on 
Reuters are slightly more bullish, but match up pretty well with other analysts. 

5) Other observations worth noting? There are no recommendations below hold, so no 
analysts are completely bearish on the stock, which is a good sign. 

 

 
 
  

16 
 



(F-2) Most Recent One Month Analysts Upgrades/Downgrades from CNBC  
Go to http://www.cnbc.com/, “news”, “earnings”, “calendar”, “upgrades” and 
“downgrades”. Look for whether your stock was up- or down-graded by one or more analysts 
today. Copy/paste the information, if any, to the following table. Go back one day, copy/paste 
the information if there was (were) upgrades or downgrades. Repeat the process back one 
month. Add rows to the table if needed. 

Revision 
Date 

Current 
Recommendation 

Previous 
Recommendation 

Firm Last 
Revision 

1/6/15 Buy Strong Buy Uscasec 1 Month 
ago 

 

1) Make note of the company’s (1) last earnings reporting date, and (2) next earnings 
reporting date. Last Earnings report date was January 21, 2015 and the next earnings report 
date is April 15, 2015. 

2) Add up the number of upgrades on weekly basis. Do the same for downgrades. Were 
there more up- or down-grades? Were there any consistent trend you observe in the 
recent month? Were there any up- or down-grades of more than “one grade”? This stock 
is very rarely up or down graded, I had to go back 2-months to find a change in grade and 
before that announcements were expired so I couldn’t find any more data. There weren’t 
any grade changes more than one grade, only the one of just one grade. 

3) Were there clustering of up- or down-grades? If so, were they clustered around earnings 
report date? There were no clustering of dates because there was just one in the last two 
months, and it was about two weeks before an earnings announcement so relatively close 
to the announcement.  

4) Observe stock price chart, how did the stock trade around dates of up- or down-grades? 
Following the down grade the stock dropped a significant amount over the next two days, 
dropping $2. 

5) Other observations worth noting? Once again analysts don’t change their opinion or 
estimates very often, so we can really value their grading system because it is consistent 
and lasts long enough for investors to act on it. 
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Section (G) Institutional Ownership (Guidelines Have Been Updated) 

 

 

 
Combine information provided in all three sections to discuss: 

1) Whether institutions, on net basis, have been increasing or decreasing ownership and 
whether the change can be considered as substantial. Institutions have been increasing 
positions a substancial amount, there is a net increase in positions of 994. 
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2) Whether the stock has sizable institution interests/support. The stock does in fact have 
sizable interests/support from institutions, with 1.18 billion shares going to institutions at 
56.02% total ownership. 

3) The extent of the (> 4%) owners by adding up all >4% ownership, and make an effort to 
identify those that are mutual funds. There is only one > 4% owner, and it is The Vanguard 
Group, Inc. who offer mutual funds. 

4) Other observations worth noting? There are not very many high percentage owners, but 
the institutions own a majority of the company, which is interesting.  
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Section (H) Short Interest (Guidelines for H-2 Have Been Updated) 

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

KMI 
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EPD 
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WMB 
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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 

14,225,100   8,841,040 2.13B   1.82B 

Shares Short Short Ratio Short % of Float Shares Short 
(Include as of date) (Include as of date) (Include as of date) (Prior Month) 

 73.24M as of 2/13/15 6.60 as of 2/13/15  11.10% as of 2/13/15  80.39M  

 
 
 
1) Make note of the company’s (1) last earnings reporting date, and (2) next earnings 

reporting date. The last earnings report date was January 21, 2015 and the next report date 
is April 15, 2015. 

2) Discuss market sentiment on the stock based on the short interest statistics, recent trend 
reported in in (H-1) and (H-2)? Has the sentiment turned more bullish or bearish over the 
last year? How about in more recent month and why? Market sentiment is a little bearish, 
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as the short ratio is over 5 at 6.6. Recently the short interest was much higher for KMI, 
reaching up to 200M shares, but has come back down to 73M which shows sentiment is 
getting more bullish in the market. Even in the last month the amount of short shares has 
dropped, so this is a good sign that investors are growing more bullish towards KMI. This 
trend is more company specific because its competitors aren’t experiencing the same trend. 

3) From (H-1), observe “short interest” and “# of days to cover” values for two reporting 
dates immediately before and one reporting date immediately after earnings report. (1) 
Were there notable increase or decrease in the values, right before or right after earnings 
report? (2) Observe stock price chart and comment on how stock traded around those 
dates. For two days before KMI earnings, short interest decreased coming up on earnings 
and # of days to cover increased notably. Immediately following KMI earnings Short interest 
went down notably again and # of days to cover slightly increased. Around these dates the 
stock experienced two major dips in price, coming back up to previous levels in time for 
earnings and then dropping significantly again. 

4) Other observations worth noting? KMI has way more short interest than its competitors. 
However, because of the challenges and huge cost of pipeline operations, KMI doesn’t have 
very many direct competitors and they are the largest of their kind in the US. 
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Section (I) Stock Charts (Guidelines for I-4 Have Been Updated) 

For (I-1) – (I-3), the stock price charts should include (1) your stock, (2) 1 competitor, (3) 
sector ETF, and (4) SP500  

(I-1) A three months price chart 
 

 
 
(I-2) A one year price chart 
 

 
 
 
 
 
 
 

25 
 



(I-3) A five year price chart 
 

 
 
1) (I-1) – (I-3) Discuss what you observe from the above stock price charts. This should 

include comparing your stock to competitors, sector, and SP500 over the three different 
time horizons. KMI has been outperforming EPD and the XLE in the last few months, in the 
one year it has been out performing both the S&P and the XLE, and has been 
underperforming all three comparisons in the 5-year time frame. Hopefully the stock can 
continue this trend of doing better recently, but over all the stock has been pretty close to 
the XLE and the overall market, which is a good sign considering many other oil stocks have 
had a much rougher go recently. If this continues we could see the stock growing to 
outperform the market and competitors over longer time frames.  

 
 
 
 
 
 
(I-4)  Technical Indicators (“Moving Average” and “Relative Strength Index” from 
https://www.google.com/finance?tab=we 
Short-term moving average and relative strength index indicators 
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Long-term moving average and relative strength index indicators 

 
1) Discuss your findings from these sets of technical indicators. Compare your findings here 

to findings from fundamental analysis. Are findings from technical analysis supportive of 
your other findings? For short term moving average we see the 10 day SMA dropping below 
the 50, which is a sign of downward momentum for the stock. Long term is hard to get a fix 
on because pricing information of the stock only goes back 4 years. But the small technical 
lines that we can see on the long term chart show the 50 SMA line moving away from the 
200 SMA line which is a sign of upwards momentum. We would like to see the long term 
upwards momentum pull the short term momentum out of its slump, which looking at the 
chart seems likely as the stock is showing signs of bottoming out of its current dip. This 
upward long term momentum is both supportive of our fundamental findings and analyst 
opinion from several sources. 
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