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CIF Sector Update Report (Spring 2014) 

Sector: Industrial                                                        Analyst: Ian McCauley 

Presentation Date: 4/17/14  

Review Period:  Start Date: 3/20/14  End Date: 4/14/14 

Section (A) Sector Performance Review 

(A-1) Sector Performance Relative to SP500 

 

 

Copy/paste a one-month price chart  
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The Industrial sector outperformed the S&P 500 by 9.32% during the review period from March 

20th to April 14th. With the S&P starting at $1860.77 and dropping to $1830.61 (-1.62%) while 

the XLI ETF saw a rise from $47.53 to $51.19 (7.20%) over the review period.  

In the broader market overview we have seen a fairly volatile market with recent dip coming 

around March 26th after the Obama announced they will not intervene directly in the Ukraine 

crisis rather choosing to go with a more diplomatic approach. This has gained more help with 

most of the Eurozone following through with trade sanctions against Russia however investors 

are still unsure what will happen over there with moves from both sides changing Dailey. Than 

we saw a rally in the markets from late March through April 4th in which we begun to see a 

large sell off caused by a mix of different economic numbers from foreign markets, and tax 

season coming where the upper 1% are seeing higher tax rates than ever before. Now in the 

past couple days we have begun to see a rally again in the market.  

Overall the Industrial sector is very cyclical and is going to move with market and the macro 

environment we see. This being said the recent market volatility has been one not really based 

on base line economic numbers and more based on inventor’s interpreting news and different 

market issues such as high frequency trading. Overall the Industrial sector has been one of the 

best performing ETF’s of resent with PMI seeing growth in March up .5% and expected growth 

to come in April. We have also seen very good numbers in the aircraft sector which has helped 

some of the large Industrial stocks. With Weather finally clearing up across the country we can 

expect housing numbers to begin to improve and some bullish sentiment coming back to the 

industrial sector. With Earnings season coming over the next few weeks I believe we could see 

some good number from the Industrial sector and some very positive growth to continue. With 

S&P 500 ending up .10% from the begging over the review period when written.  

 

 

(A-2) Big Sector Movers 

Top Gainers One-Month: 
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Joy Global INC (JOY) (8.91%) 

 
Joy Global has seen a nice growth over the one month period due to increase demand in mining 

equipment of recent, and announcement of upward revisions in profit forecast for 2014. They 

also announced the acquisition of Canada-based hard rock mining equipment manufacturer 

Mining Technologies International (MTI) for $46.4 million on April 14th which sent their stock up 

1.25% closing at $60.90.  

 

CH Robinson Worldwide INC. (CHRW) (8.72%) 

 
I could not find any real reason why CHRW is up this month other than on March 19th it closed 

at its 53 week low of $50.21 and since then has begun to rally a bit. So I believe it is the second 

top gainer due to the fact the stock was oversold and is now rebounding due to this fact.  
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Biggest Losers One-Month: 

 

Equifax INC. (EFX) (-6.88%)  

 
Equifax is a database management company for consumer. Commercial and workforce 

information solutions. They is no real reason why they are the biggest loser during the one 

month period other than the fact they hit their 53 week high on March 12th and have dipped 

since than partially due to the recent tech stock sell off and market decline through the 

beginning of April.  

 

Allegion PLC (ALLE) (-6.27%) 

 
AllE just joined the S&P 500 on November 22, 2013 replacing J.C. Penney. Once again they are 

only trading down due to the recent market selloff especially in the tech sector as they are a IT 

security firm.  
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3 Month Biggest Gainers:  

Quanta Services, Inc. (PWR) (12.2%) 

 

PWR hit their 52 week high on March 3 and held fairly steady over the past month. This has 

been realized due to the large increase in demand for the companies Electric Power services 

during the harsh weather and improve system reliability and deliver renewable electricity. Also 

they are one of largest service providers of natural gas and oil pipeline infrastructure services in 

North America which is an industry that has seen high gains of recent.  

 

General Dynamic Corp. (GD) (11.62%) 

 

GD has been one of the biggest gains of late due to the fact it has won numerous DOD contracts 

for its high end sophisticated satellite and communication technology. With roughly 

$49,615,000 in defense contract money over the next five years along with a strong backlog of 

orders for its large cabin aircraft.  
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3 Month Biggest Losers: 

 

ADT Corporation (ADT) (-23.13) 

 
ADT is in a lot of trouble of late with Earnings miss of 11% sending the stock dropping to 52 

week low than gaining a little before dropping again as they have continued to make bad 

investments trying to buy back shares vs investing in growing their dying business. Also being 

accused of Federal Securities laws that led to an investigation starting January 31st. They also 

are carrying $4.4 billion in debt.  

 

Kansas City Southern (KSU) (-16.78) 

 
KSU also missed Q4 earnings by 7 cents and saw their stock plummet coupled with the recent 

bill in Mexico which might cut much of their profits in down there by losing exclusive rights to 
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the two longest railroads in Mexico. However recent news suggest the Senate is likely to strike 

the bill down now after passing the House.  

 

 

(A-3) Two Largest Stocks in the Sector 

General Electric (GE) (4.02%) 

 

GE dipped at the begging of the year, but has seen a fairly decent recover of late, and has 

outperformed the sector ETF and S&P 500 of late. GE has seen growth in its core manufacturing 

business segments (aerospace & energy) and has a strong backlog of orders. However they 

have seen a downgrade in EPS and Revenue, and everything will come down to their earnings 

report that comes our Thursday April 17th.  
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United Technologies Corp. (UTX) (4.86%) 

 
UTX has outperformed both the sector ETF and S&P 500 over the one month period. They have 

also been leading the way of recent for the industrial sector with many analysis having a 

positive outlook for them. Especially with their new business partner UTC in china expanding 

and expected to beat Earnings estimates coming April 22.  

 

 

 

 

(A-4) Short-term (up to Three Months) Outlook of the Sector 

The sector in the next 3 month I believe is poised to see some very positive growth. With 

probably the most important industrial macro indicator PMI up over the past two months now 

sitting at 53.7% which is fairly bullish. The weather and summer months coming which should 

see an increase in manufacturing, also home building growth expected in the coming month 

coupled with Feds Janet Yellen coming out and sounding less likely to cut the quantitative 

easing as much as she had first mentioned. However the current market volatility is hard to 

gauge how things will go and the Ukraine problem could uptick again seeing the market take 

some large hits causing the industrial sector to dip along with it due to its highly cyclical nature. 

I believe this earnings season will be very crucial for the growth of the economy going into the 

future and we if can begin to see some better numbers from some of these major 

manufacturing companies we could begin to see a strong economic recovery start taking effect 

and push of the market in to territory un seen before. However if we begin to see more misses, 

without weather to really blame we could see harsh dip of the markets and another year of 

struggles for the market.    
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Section (B) Sector Holding Updates 

Company #1: FedEX Corporation (FDX) 

Date Recommended: 02/24/2014 

Date Re-evaluated:   04/16/2014 

(B-1) Company Updates and Stock Performance 

Company Update 

FDX has seen a rough start to this year with their March earnings report coming out and missing 

the estimates which they contributed to bad weather. This has then been followed up by 

litigation in New York over the illegal delivery of unmarked cigarettes to people’s homes and 

not paying the proper taxes and causing the state to lose money. Than on April 11th a FedEX 

truck crashed into a charter bus killing ten people in Northern California. Both these incidences 

causing FedEX stock price to dip. Though the price has seen no movement over the review 

period it is currently down -1.07% capital gains compared to when we purchased the stock.  

Relative Performance 

The one price chart we can see the FedEX has vastly outperformed the S&P 500 and the XLI ETF 

as stated in the stock report done previously. Even with the beginning of year hardships I still 

believe that FedEX is sitting in a good spot to grow and should have plenty of cash on hand to 

deal the litigation they are now facing. As we can see the price has currently been rising the 

past couple of days.  

1-Year Price Chart 
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 (B-2) Valuations, Estimates and Recommendations 

Original Analysis 

 
 

Re-evaluation Analysis 

 
All the ratios have dropped since the original report done seeing as the stock as dipped also this 

makes since. However the Industry and Sector rations have all gone up during this time.  
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Historical Surprises 

Original Analysis  

 
Re-evaluation Analysis  
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The largest ever historical miss by FedEX was the last quarter which say a -1.17% revenue miss 

and -15.37% EPS miss. This was said to be contributed to the harsh weather and long winter we 

have seen in the east and parts of the south.  

 

 

 

Consensus Estimates 

Original Analysis 
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Re-Evaluation Analysis 

 
Estimates for Revenue for Quarter ending May-14 is up and EPS is the same however all the 

other estimates are down compared to the original estimates.  

 

 

 

Estimate Revision Analysis 
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Original Analysis (02/24/2014) 
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Re-Evaluation Analysis 

 
There are many more downgrades than upgrades in the last 4 weeks compared to the original, 

and this can be contributed to the earnings and revenue miss that FedEX just experienced.  
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Analysts’ Recommendations 

Original Analysis 

 
Re-Evaluation Analysis  

 
The analysis opinions are essentially the same as before with same mean rating there have 

been less analysis of recent.  
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(B-3) Technical Indicators (“Moving Average” and “Relative Strength Index”) 

 

 
For the 6 month 50-10 day MA there has been a death cross in April after the NY litigations, but 

is closing in on a golden cross. The 50/200 day MA we see a golden cross in December 2012 and 

have not crossed since.  
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Stock #2: Union Pacific Corp (UNP) 

Date Recommended: 3/28/2014 

Date Re-evaluated:   04/16/2014 

(B-1) Company Updates and Stock Performance 

Company Update 

There has been really no new news about UNP since we have bought the stock, other than a 

little bit of insider trading. Nothing really to note, and the stock is currently up since we bought 

it 2.12% capital gains.  

Relative Performance 

UNP has seen 2.12% gain since we first bought it, and has outperformed both the S&P 500 and 

sector ETF over the past year.  

1-Year Price Chart 
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 (B-2) Valuations, Estimates and Recommendations 

Original Analysis 

 
Re-evaluation Analysis 

 
All the ratios have stayed relatively the same with a few shifts up and down. Most notably P/E 

has gone up .2 and P/CF down .2 

 

Historical Surprises 

Original Analysis  
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Re-evaluation Analysis  

 
Nothing has changed 
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Consensus Estimates 

Original Analysis  
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Re-Evaluation Analysis 

  
Revenue and EPS estimates have increased number of analysis have decreased by one or two, 

but the close earrings come I believe you will see this number increase to original numbers.  
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Estimate Revision Analysis 

Original Analysis (03/28/2014) 

 
Re-Evaluation Analysis  
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There have been an increase in upward revisions over all with upward revisions vastly out 

numbering downward 22/3 in the last week and 87/15 in the last 4 weeks. More than double 

the number of revisions overall compared to original due to earrings coming up.  

 

Analysts’ Recommendations 

Original Analysis 

 

Re-Evaluation Analysis  

 
There has been a trend of one analysis moving from buy to Hold, and one less analysis overall. 

Changing the mean rating from 1.81 to 1.88, slightly less bullish.  
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(B-3) Technical Indicators (“Moving Average” and “Relative Strength Index” from  

 

 
There was a golden cross in late 2013 in the 10/50 day MA and since then it has been smooth sailing for 
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UNP.   

 

 

Stock #2: Precision Castparts Corp (PCP) 

Date Recommended: 04/4/2014 

Date Re-evaluated:   04/14/2014 

(B-1) Company Updates and Stock Performance 

Company Update 

There has been not notable new or changes in the last ten days. We paid $253.63 for PCP and it 

is not trading at $253.79.  PCP has still outperformed the S&P 500 and XLI ETF by about 10% 

over the last year.  

1-Year Price Chart 

  

(B-2) Valuations, Estimates and Recommendations 

Original Analysis 
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Re-evaluation Analysis 

 
There has been a dip in P/E .63 whole p/s has fallen .13, P/B has dropped .66, and P/CF has 

dropped 1.36. I think this is due to the recent acquisitions being processed.  

 

 

 

Historical Surprises 

Original Analysis  

 
Re-evaluation Analysis 



28 
 

  
No changes.  

 

Consensus Estimates 
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Original Analysis  
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Re-Evaluation Analysis 

 
Quarter ending Jun-14 has added and estimate and gone up 40 roughly. Year ending Mar-14 

has also added an analysis and gone down by 1 roughly so has year en Mar-15. EPS estimates 

analysis has increased by 2 for the quarter ending Jun-14 and EPS raised by .4, while all other 

number have stayed the same.  
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Estimate Revision Analysis 

Original Analysis (04/01/2014) 

 
Re-Evaluation Analysis 
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Due to earnings coming out soon we have seen a lot more estimates than before. With two up 

revisions in last 4 weeks for revenue estimates one in each year endings-14, 15. Than for EPS 

we have seen 1 down revision from Q-ending September 14, and both year endings. We have 

also seen one up for each of the quarters and 3 for year ending Mar-15 in the last 4 weeks. One 

week chart we have seen 1 up revisions in every Q and Year, along with one down in Q-Sep-14 

and Year ending Mar-14.  

 

Analysts’ Recommendations 

Original Analysis 

 



33 
 

Re-Evaluation Analysis  

 

No Change 

 

 

 

(B-3) Technical Indicators (“Moving Average” and “Relative Strength Index”) 
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So we still see the death cross in the 10/50 day MA after PCP missed Quarter earnings ending 

Dec-13. The 200/50 day MA has still not crossed sine back in late 2012.  

Section (C) Sector Holding Recommendations 

 

 
 

Company Name 

 
 

Ticker 
Symbol 

 
Date 

Recommended 

 
Date Re-

evaluated 

 
Recommendation 

 

 
Sell 

Adjust 
“Target 
Price” 

Adjust 
“Stop-

loss 
Price” 

FedEX Corp. FDX 2/24/14 4/16/14 N/A N/A N/A 

Union Pacific UNP 3/28/14 4/16/14 N/A N/A N/A 

Precision CastParts PCP 4/4/14 4/16/14 N/A N/A N/A 

       

 


