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CIF Sector Update Report (Spring 2015) 

Sector: Financial XLF     

Analysts:  Brandon Clement and Thien Cong 

Presentation Date: 4/27/2015 

Review Period:  Start: 1/09/2015  End: 4/23/2015 

**Refer to Sector Update Report Guidelines for Definition of Review Period** 

Section (A) Sector Performance Review 

(A-1) Sector Performance Relative to SP500 

Copy/paste “Sector Performance Review Spreadsheet” (the entire spreadsheet) here 

 

 

 

 

 

 

Sector Financial
Review Period

Start Date 1/9/2015
End Date 4/23/2015

Ticker Recommend CIF Current Beg. Stop-loss Target Capital Shares Current Perf. Vs. Perf. Vs.

Date Y/N Price Price Price Price Gain Held Value ETF SP500

S&P 500 $INX 2117.69 2044.81 3.56%

Sector ETF XLF $24.15 $24.32 -0.70% 15300 $369,495.00 -4.26%

Current Holdings

Capital One COF 3/11/2015 N $81.86 $79.37 N N 3.14% 0 $0.00 3.84% -0.43%

State Street STT 4/10/2015 N 76.03 78.19 N N -2.76% 0 $0.00 -2.06% -6.33%

The rest of the  spreadsheet is calculated automatically

Please  read "Sector Update  Guidelines" document carefully

Cougar Investment Fund Sector Performance Review Spreadsheet Template

Please download and save this template to your own storage device

You only  need to  input values to  ce lls highlighted in "yellow"
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Copy/paste price chart (from http://finance.yahoo.com/ or http://www.google.com/finance) 

of both sector ETF and SP500 for the review period here.  

 

How did the sector perform relative to the broad market (SP500) during the review period? 

What might have caused the out-/under-performance of the sector in relation to the broad 

market? You should weigh in macro, sector/industry, and company-specific factors that might 

have contributed to sector’s out-/under-performance 

 

The financial sector (XLF) in comparison to the S&P 500 consistently underperformed the S&P 

500 over the review period. This could be due to better than analyst estimates of 4th quarter 

earnings which gave the overall S&P 500 a better performance than what the financial sector 

specifically experienced. Also, the financial sector is heavily dependent on interest rates and the 

FOMC has stated that interest rates will not be raised until mid-late 2015. This has led to 

investors not investing as heavily in the financial market right now as they would like to see an 

increase in interest rates to get a higher return. Finally, currency exchange rates, particularly 

the strengthening of the U.S. dollar throughout the review period, has effectively led to the S&P 

500 outperformance in sectors such as consumer discretionary and Energy which trumps the 

financial sector’s performance in comparison.  

 

 

 

 

 

http://finance.yahoo.com/
http://www.google.com/finance
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What are some of the noteworthy news/events from the sector during the review period? 

These news/events can be either specific to the company or relevant to the industry/sector 

Over the review period, the financial sector experienced a glitch in the NYSE Arca which 

prevented the trade of ETF’s for about an hour on March 31st. This led to investors not being 

able to buy or sell ETF’s in the financial sector ETF specifically, among other ETF’s. Other 

noteworthy events already mentioned have been the increase in the US dollar and the 

speculation of the rise of interest rates in the nearby future. Both of these have led to increased 

performance in the financial sector and a steady incline in its performance. 

 

(A-2) Big Sector Movers 

Identify two largest sector gainers and two largest sector losers (exclude stocks 

recommended in this class) of the recent 3 month. Copy/paste 3 month price chart with the 

four stocks here.  

 

 
What might have contributed to big price moves in the period examined (recent 3 month) of 

each of the named big gainers/losers?  

 

CBRE Group Inc. and McGraw Hill Financial Inc. are this sector’s two biggest gainers 

throughout the review period of the past 3 months. CBRE Group Inc. (world’s largest 

commercial real estate services firm) has had a +5.54 (+16.81%) gain in the last 3-months 

mostly due to its new purchase of Johnsons Control’s workplace solutions for $1.48 billion. The 

CBRE Group Inc. will now be handling Johnsons Control’s (largest U.S. auto parts maker) 

business of helping corporates manage their real estate energy needs. McGraw Hill Financial 
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has seen a +14.41 (+15.69%) gain mostly within the last few weeks. McGraw Hill Financial has 

agreed to a settlement to pay back $1.5 Billion in a collection U.S. lawsuits that accused their 

ratings of mortgaged backed securities that led up to the 2008 financial crisis. However, there 

ratings have not been affected and in furtherance they recently appointed Robert Mackay as 

corporate controller and vice president which has shot the stock up from $103.14 (4/20/2015) 

to $105.26 (4/23/2015).   

 The biggest losers were two REIT’S, Host Hotels and Resorts Inc with a -3.44 (-14.26%) 

loss and HCP Inc. with a -5.7 (-11.84%) loss. Host Hotels and Resorts had missed revenue 

estimates and as a result analysts downgraded the stock back on Feburary 20th, 2015. More 

recently, Host Hotels and Resorts has announced that it will be restructuring the leadership of 

its investment team (4/15/2015). This has led to a continual decrease in its stock price. Lastly, 

HCP Inc. has been experiencing like most other REIT’S this year, the speculation of interest rates 

increasing and as a result less investors have been putting their money into REIT’S. This has led 

to HCP’ poor performance these last 3-months.  

 

(A-3) Two Largest Stocks in the Sector 

Identify two stocks with the largest weight (exclude stocks recommended in this class) in the 

sector ETF. Copy/paste 3 month price chart with the two stocks, sector ETF and SP500 here.  
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Highlight noteworthy news, announcements, or events relevant to the two stocks that took 

place in recent 3 months. 

 

Berkshire Hathaway and Wells Fargo hold the largest weights in the financial sector portfolio. 

Berkshire Hathaway recently purchased a small group of newspapers near Tulsa, Oklahoma and 

before that purchased 2 newspapers in Virginia. These activities have helped expand Berkshire 

Hathaway’s publications business. Wells Fargo, who Berkshire Hathaway also has a large stake 

in has beat analyst estimates for 1 quarter earnings. For the last 5 earnings, Wells Fargo has 

consistently met or beaten analyst estimates for that matter. In March, Wells Fargo cut 1,000 

jobs when it cuts its Milwaukee office.  

 

 

(A-4) Technical Indicators of the Sector ETF (“Moving Average” and “Relative Strength Index” 

from https://www.google.com/finance?tab=we) 

Short-term moving average and relative strength index indicators 

Follow instructions in the guidelines to generate price chart. Copy/Paste to the report 

https://www.google.com/finance?tab=we
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Long-term moving average and relative strength index indicators 

Follow instructions in the guidelines to generate price chart. Copy/Paste to the report 

 

Any golden or death cross on either set of moving average chart? Any “oversold” or 

“overbought” signal from RSI? Do these technical indicators signal bullish or bearish 

sentiment on the sector?  

On the short-term moving average chart, there was one death cross back on January 13th that 

was pretty significant followed by a golden cross on February 17th. This period of growing 

prosperity lasted until April 6th, when a second death cross occurred and has since been the 

current standpoint of the XLF sector with slow improvements. There was one point of 

“oversold” according to the RSI on April 10th which significantly dropped after that point. Long-

term analysis shows that there hasn’t been a death since 2012 and that the financial sector has 

a bullish outlook. This is further reaffirmed by the technical indicators which are showing a 

steady but slow growth both in the short and long-term analysis.   
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(A-5) Short-term (up to Three Months) Outlook of the Sector 

What is your short-term (up to three months) outlook of the sector? Provide arguments in 

support of your view.  

 

The short-term outlook of this sector is that financials will continue to increase as we approach 

summer and fall 2015. It is around these times the FOMC has stated previously that interest 

rates are subject to increase and therefore will positively affect the performance of this sector 

of the better. Interest rates are the main driving force of this sector and as consumers 

experience increases in purchasing power from the strengthening of the U.S. dollar, and low 

energy costs, spending and therefore loans are expected to increase and overall improve the 

performance of this sector.   

 

Section (B) Updates on Stocks recommended 

Stock #1: Capital One - COF 

Date Recommended: 3/8/2014  

Date Re-evaluated:  4/25/2014 

(B-1) Company Updates and Stock Performance 

Company Update 

During the review period Capital One release their first quarter earnings on 4/23/2014. Capital 

One reported earnings at 1.2 billion, 1.97 earning per share beating the estimates of 1.88 with a 

4.79% surprise. Net Income was up 154 million dollars, which is due to the higher provision 

earnings and lower provision expense versus compared to the previous quarters. Capital One 

has reduced net shares counts by 54 million dollars in that last quarter reflecting the buyback 

plan of April 2013. Overall, shares have been reduced by 4%. Capital One is planning to increase 

quarterly dividends from 0.30 to 0.40 per share.   
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Relative Performance 

 

 

The graph above illustrates Capital One (COF) volatile stock trend in the last three months. It’s 

clear that that Capital One was under performing the S&P 500 and the financial sector this 

could be contributed to Capital One missing fourth quarter earnings on 1/22/15. Since then 

they we’re able to rally back and outperform both the S&P and sector in mid-March. As the first 

quarter earnings date approach Capital One stock begins to fall once again because of the 

analysis expectation of earnings report.  
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 (B-2) Valuations, Estimates and Recommendations 

Valuations  

Original Analysis 03/08/2015 
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Re-evaluation Analysis 

 

 

When comparing the two tables there have been some changes over review periods.  The 

changes that can be seen are P/E ratio (+0.02), Price to Book (-0.02) and Price to Cash flow( 

+2.43) respectively. Capital One also had a drastic change in the P/S ratio.  The changes in 

industry were P/E ratio (-1.82), Price to Book (+0.61) and Price to Cash Flow (-1.82). As for the 

sectors there also changes in P/E ratio (+0.50), Price to Book (+0.03) and Price to Cash Flows 

(+0.30).  
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Consensus Estimates 

Original Analysis 03/08/2015 

 

 

Re-Evaluation Analysis 04/25/15 
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Overall, we see a slight upward trend in both sales and earnings but not too significant. The 

sales means in both quarters are now up. This is also true for the two earnings quarters. There 

was a 0.03% increase in LT Growth rate that supports slight positive increase.   

 

Estimate Revision Analysis 

Original Analysis 03/08/14 

 

 

Re-Evaluation Analysis 04/25/2015 
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In the latest Estimate Revision there are a variety of different analyst stating their opinions 

compared to a month ago. This is possible due to Capital One reporting their first quarter 

earnings on April 23, 2015. In the last four weeks we see several upward revisions in revenue, 

but there were more down revisions in the same period. As for earning there was also a drastic 

increase of analyst opinions. The last four weeks there has a great number of upward revision 

possible linked to Capital One strong first quarter earnings.  

 

Analysts’ Recommendations Original Analysis 03/08/2015
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Re-Evaluation Analysis 04/25/2015 

 

 

 

There have been some minor changes compared to last month’s Analyst Recommendations. As 

shown in the table above two analysts has changed the recommendation to HOLD and one 

analyst has stopped following Capital One. The mean has increase by 0.16 to 2.12. This is still a 

good sign for Capital One being still on the bullish side of the spectrum. When comparing 

analyst recommendation on different site we see a similar trend of analyst switching to a HOLD 

or OUTPERFORM. Once again this is due to Capital One’s earning report releasing in April 

therefore analyst were preparing for the results.  
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(B-3) Technical Indicators (Module I4 from stock research report)  

Short-term technical indicators 

 

Long-term technical indicators 

 

In the charts above we can see that Capital One stocks follows closely to the short-term SMA. 

There are several death crosses in the short-term indicator in the whole period. However, 

there’s a golden cross right around March 2015 this is a good indicator of bullish trend for 

Capital One Stocks. This is also true for the long-term indicator with the most recent golden 

cross close to the end of 2010.  The short-term SMA is above the long-term SMA in the long run 
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Capital One seems have a positive outlook. When looking at the long-term indicator RSI it 

seems to be around the middle point among the range therefor a neutral condition.  

 

Stock #2: State Street Corp -STT 

Date Recommended: 04/08/15 

Date Re-evaluated:   04/25/15 

(B-1) Company Updates and Stock Performance 

Company Update 

In the review period the State Street recently release first quarter earnings reports on April 23, 

2015. State Street reported a 1.17 earnings per share beating first quarter estimates of 1.05. 

The 1.17 earning per share is up 18% up on revenue and up 4.6% compare to last year’s first 

quarter earnings. They contributed first quarter earning to the surge in foreign-exchange 

trading and stronger fee revenue. In the first quarter State Street was able to complete the  

final phase of the $1.7 billion common stock purchase program with the purchase of 6.3 million 

shares of common stock. State Street’s 2015 capital plans include the increasing dividends to 

$0.34 per share.   

Relative Performance 

 

The chart above shows the State Street stock trend for the last three months. State Street has 

been volatile for the last three months, but has been following the trend of the financial sector. 
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In the month we see that State Street outperforming both the S&P 500 and sector. However, 

towards the end of the month both State Street and sector take as dip due to upcoming 

earnings release.  

 (B-2) Valuations, Estimates and Recommendations 

Valuations  

Original Analysis 04/08/15 

 

 

Re-evaluation Analysis 04/25/15 
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When comparing the two tables we can see that they’re some changes in occurred in the 

review period. The changes that occurred are P/E ration (+0.34), Price to Sale (+0.05), Price to 

Book (+0.03) and Price to Cash flow (+0.26) respectively. There was as slight increase in all 

major ratio for State Street during the review period. This is also true for the both the sector 

and industry seeing an upward trend.  

Consensus Estimates 

Original Analysis 04/08/2015 
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Re-Evaluation Analysis 04/25/15 

 

 

 

Overall, we see a slight downward trend in both sales and earnings we comparing the two 

tables, but not too significant. The sales means in both quarters are slightly down. However, 

earning is up by 0.01 and the same for the two quarters. The LT Growth Rate is down by 0.05%.  
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Estimate Revision Analysis 

Original Analysis 04/08/15 
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Re-Evaluation Analysis 04/25/15 

 

 

In the current Estimate Revision we see a variety of different analyst stating their opinions 

compared to a month ago. State Street reporting their first quarter earnings on April 23, 2015 

causes this because more analysts began to follow their stock. In the last week there have been 

more downward revisions in revenue compare to what it was a month ago. As for earning we 

see there’s been much more up grade and only one down grade. State Street just beat 

estimates in earnings this past week therefore analysis have been upgrading their stocks.  
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Analysts’ Recommendations 

Original Analysis 04/08/2015 

 

 

Re-Evaluation Analysis 04/25/15 

 

When comparing the two table the result are exactly similar, beside the current table has one 

more UNDERPERMORM 1-month ago than the last table. This indicates State Street hasn’t done 

anything to change minds of the any analysis opinions from a month ago. State Street stocks 

should be performing similar to how it was a month ago.  
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(B-3) Technical Indicators (Module I4 from stock research report)  

Short-term technical indicators

 

Long-term technical indicators 
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In the short-term chart table there are a few death crosses and golden crosses in the one year 

span. The latest death cross seemed to have happen in end of March of 2015, but the line 

began to overlap as they continued. We’re now seeing a bullish trend after the golden cross in 

mid-April. For the long-term chart State Street follows the short-term SMA closely over the past 

10 years. There was a death cross in mid-2008 and the bearish trend lasted into the line 

overlapped in 2012. Since then we see golden cross and a bullish outlook for State Street as the 

stock continue to climb up. The RSI seem to lie in center, State Street stock being more neutral.  

 

Section (C) Update Stock Recommendations 

(C-1) Update on Stock(s) CIF Did Not Buy 

Based on your sector update research, would you have recommended a “buy” or a “do not 

buy” on the stock? Provide justifications to support your recommendation for each stock CIF 

did not buy. Repeat if more than one stock 

 

Both of the stocks we recommended at a buy were not purchased by the CIF. However, 

both of the stocks we recommended at a buy, we still believe would be a good buy now. 1st 

quarter earnings have been released for both of these stocks and the market has adjusted their 

prices accordingly. Capital One for instance, still shows a bullish outlook and they beat their 

analyst earnings estimates for this 1st quarter. With consumer spending still expected to 

increase even further as the business cycle enters summer time, we believe COF will prove to 

be profitable as we progress further into the next quarter. With interest rates speculated to be 

on the rise later on this year, Capital One will show further growth as a result. Currently COF is 

trading at $81.86 and we believe a good adjusted target price would be $87 with a new 

adjusted stop-loss price of $75.  

 

State Street was recommended to the class on April 8, 2015 with a limit buy price of  

$73 dollars. State Street was trading at $75.78 when recommended to the class and is now 

trading at $78.19 at the end of the review period. We still recommend a buy at the end of the 

review period. State Street stock has dropped down in the previous weeks and has flattened 

out without reaching the limit buy. State Street is still performing similar to how it was when 

we recommended the stock. They have just released first quarter earnings beating analyst 

predictions and last year’s numbers. State Street is currently performing with a combination of 

a surge in foreign-exchange trading and stronger fee revenue which can lead to profits if 

investing in State Street takes place now. 
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Provide summary of your recommendations in the following table 

 

 

 

 
 

Company Name 

 
 

Ticker 
Symbol 

 
Date 

Recommended 

 
Date Re-

evaluated 

Recommendation 

 
As Is 

Adjust 
“Target 
Price” 

Adjust 
“Stop-

loss 
Price” 

Adjust 
“Limit 

Buy 
Price” 

Sell/  
Do Not 

Buy  

Capital One  COF 3/11/2015 4/26/2015 Buy $87 $75   

State Street STT 4/10/2015 4/26/2015 Buy $85 $75   

         

         


