The term project allows you to use many of the concepts learned during the semester.  Each chapter gives you a way of thinking about a problem or issue.  These “analytical frameworks” make it possible for you to do analysis.
Where many teams fall down is critical thinking. Don’t just take numbers from a website or numbers you or a member of you team calculate without thinking critically.  Question what they mean and ask if they are right.  Every semester I see numbers presented that are off by a factor of 10 or 100 and no one on the team has noticed.
If your team is poorly prepared, makes the mistakes mentioned below, or tries to use BS rather than sound information, the question and answer portion of the presentation will be unpleasant for you.  I do not intentionally try to hurt your feelings, but if you present questionable information you will have to defend it.  If your numbers have inconsistencies you will be asked about it.
I see a lot of the same “mistakes” year after year on the term project preparation and presentations.  I have sometimes typed up a few observations after presentations over the years.  Here are some examples of mistakes and ideas on improvements:
1. If you only present one year of data, how can you assess trends?  How can you answer the obvious question of whether or not that year was typical?
2. Don’t just read numbers and don’t put up a bunch of numbers and skip over them assuming the audience can figure out what you have in a matter of a couple of seconds.  Don’t put too much on one slide.  All asset management ratios for 5 years along with the industry is way too much information for one slide. Don’t forget to include your conclusions about the ratios.  Type them out and put them on the slide.
3. I want you to reach conclusions but it does not work well to put up a bunch of numbers on one slide and then jump to the next slide that has the conclusions.  Put the conclusions and numbers on the same slide if possible.
4. The DuPont model is not equal to ROE (so don’t prepare a table of ROE year by year and call that “DuPont Model”.  The purpose of the DuPont Model is not to provide an alternative way to calculate ROE.  You know how to calculate ROE -- net income divided by equity.  The DuPont model is to show how the company got their ROE.  If ROE is 10% -- how did they get that? Show PM, TAT, and EM and compare each to the industry.  What many teams present for the DuPont Model is very inadequate. The DuPont model comes after looking at individual categories of individual ratios.  It BRINGS TOGETHER ratios from different categories to make sense of them and see relationships (profit margin, asset management and debt management).  This is very fundamental.  During the semester I make a big deal out of saying that the DuPont model is NOT JUST REPORTING ROE.
5. I can’t count the number of times I find major inconsistencies between the ratio section of a presentation and the DuPont model.  How can ROE be negative when first presented and positive when the DuPont model is presented?  I’ve been told that the company has a 1% debt ratio, in an industry with a 48% debt ratio and later told that the company has an equity multiplier of 2. I know the connection between the debt ratio and EM I can do the math in my head (plus I have a calculator with me).   If your company has more debt than the industry, it will have a higher EM.   If you are way off, I will notice.
6. TAT is the “bottom line” of asset management.  If your company has TAT of 1.0 and the industry is 2.0, this is not “okay” asset management.  Hint: think about the effect in the DuPont model.
7. TAT is not just another asset management ratio like the others.  TAT is the summary or bottom line.  TAT is in some sense the total of the other asset management ratios.  Do not treat it “just” like the others – it is THE ratio for which you conclude something about asset management in total.
8. There are 5 categories of ratios. They answer the questions of:  Is this company Liquid? Does this company have the right amount of debt? Does this company manage assets well?  Is this company profitable? and What does the market tell us about the company? The answers to these questions are NOT some afterthought or footnote that comes after throwing a bunch of data up and flying on without the audience having a chance to see or comprehend even half of it.  The answers to those questions are primary and are the reasons you are looking at the data.  Use the data to answer the questions. It would not hurt to give the answer first and use the data to explain your conclusion.
9. Debt ratios that someone else calculated cannot be used without knowing exactly what they are.  Kimball, for example, does not have 3% TL/TA (as presented), it is closer to 40% (they have almost no long term debt so the 3% number is right for long term debt to total assets).  Companies that have 70, 80,or 90% debt have HUGE DEBT RATIOS.  Management is taking huge risks.
10. More on debt ratios:  I have been told that Wal Mart’s debt ratio is 12%.  I was also told that Wal Mart has a current ratio about one, so am I going to believe that current assets are only 12% of assets?  When you see a number, THINK.  Does it make sense?  Is it right?
11. I’ve been told that AGCO’s profit margin is 50% and that the “industry” PE ratio is 500 and no one in the group thought to question it.  I’ve been told that Wal Mart’s market to book is between 13 and 16. If I ask and the answer is “that is what it said on the website” then you are not thinking critically (the website could be way wrong) or following up.
12. Emphasize the most important facts in your presentation, summary, and/or SWOT analysis. Tyson has MAJOR profitability problems.  This problem has gone on for a LONG time. As of this date if you simply add up the last 6 years of net income you get pretty close to ZERO.  Look at the data.  In this year’s presentations, low profit did not appear in the SWOT analysis of either team doing Tyson.  If a company has a -12% ROE, you need to have some good idea of why!
13. I point out several times during the semester the fact that there is a slide in Chapter 8 giving the inputs for the SML plus you have to use your company's beta.  Every semester there are teams who do not use the SML, do not use the risk free rate and market risk premium I give to you, or who use the market risk premium I give to you as the expected market return.  It is around 25% of the groups who make these errors. This leaves me dumbfounded.  When I talked about these things during the semester, did anyone make any notes?  I’ve started making copies of the slide and making a joke about “putting your own personal copy of the information into your hand”’ and there still are groups who have no knowledge of this during their presentation.  Does it occur to you during the semester when I am talking about the term project that you would need to know this information?  If a boss directly hands you this much information on something you are to do, and when it comes time to use it, you can't remember or find the information, expect to get your rear chewed or probably fired.
14. [bookmark: _GoBack]Check ahead of time on the projector to have a clue if the slides can be read by an audience.  Black letters on a dark background does NOT WORK.  It makes no sense to me to put every asset management ratio for the last five years on one slide and then spend less than 60 seconds on it.
15. I went over the data you need to formulate a basis for judging growth in EPS and therefore growth in dividends at least three times in class (Chapter 7).  Dividends are not easy to forecast.  The data is not always easy to interpret.  Getting the data on the other hand is not that hard.  Only one or two teams that came in actually had the numbers.  Most teams that came in, came in multiple times without the numbers.
16. Many teams claim they can’t find ratios for comparison.  Most of the time they have not looked at the sources I have used in labs 2 and 3.  In lab 2 and 3 I tell you to start there and AT LEAST, at a minimum, you have data from there.  Pay attention.  Take some notes during the semester on things you might forget.
17. If you are doing a company in an extremely concentrated industry (say Coke or Pepsi) don’t be afraid to do a head to head comparison of ratios rather than use only D&B or eStatements industry averages.
18. Most of the SWOT analyses barely recognized the financial analysis or financial trends.  Don't you think that should have been a major part of the SWOT analysis in a Finance class?
19. Learn more about your company.  You had all semester. One random example: Does CNH primarily depend on farm sales?  Were farm machinery sales really off 25% like CNH revenue in 2009?  I know that kind of data are out there.  Research your company and its situation.
20. You can use ratios that we did not cover in class, BUT if you present it, you’d better know what it means and how to calculate it.
21. 1/2/2012 More tips on presentation slides:
If you have a table of numbers, you can increase the font size on the numbers to take up some of the white space in the table.  Try to make the numbers easy to read.
In general, I would not treat the trends in ratios separately from the comparison to the industry.  You can show five years of data for the company and industry on the same slide.  A graph is a good way to see trends.  You can have both numbers and a graph on the same slide and still have room for some summary points.  You cannot though, have many different ratios on the same slide.  I strongly recommend against a slide with, say, 5 asset management ratios over the last five years. That is way too much information and inevitably the presenter will rush through it before I can even figure out what is on the slide.
In general I am not big on only showing five year averages of ratios and comparing those to the industry. The average seems to mask too much.  The five years of data requirement is to see what is happening, not to cover up what is happening with an average.
The general tendency is to rush through slides with numbers on them, so slow down enough to point out what you want the audience to focus on.  Literally point it out, rather than assume they audience is automatically picking out the important numbers. While it seems silly to point out something the audience “can” see, keep in mind the audience probably “won’t” see it if you don’t point it out.

