AGEC $424$

TERM PROJECT


The term project assignment is to do a detailed financial analysis and presentation for a company of your choice.  Students will present their reports in the last two lab sessions of the semester.  We will likely use the entire 2-hour lab time on presentation days. If your group has a real/legitimate reason for preferring the second week, please let me know.  Also, if your group wants to present the first week for any reason, let me know. 

There is no final paper required but you must hand in a copy of your PowerPoint slides at the time of your presentation.  All team members will present a portion of the project if possible.  You will have about 20 minutes per team, and assuming 4 people per team, this is no more than 5 minutes per person.  You are expected to use PowerPoint or other presentation software.

Term Project Components 

1. You are required to have data for your company for at least 5 years if possible (preferably more years), so it virtually has to be a publicly held corporation.  Great data sources have been (will be) discussed in class.  One purpose of the financial data assignment early in the semester is to get you familiar with the website we are using this semester.  Spend some time on that website looking at your company’s data. The Krannert librarians in the Parrish library are friendly helpers; so when you are looking for data, don’t be afraid to use them.  Links to the Parrish library data sources are on the course web site.  The data already mentioned are likely your main source of information.  However, there are many other sources of information on the web.  You can use Google with the company name and/or ticker symbol and find lots of interesting information from sources such as Yahoo, Quicken, and Big Charts (just to name a few of the many).
2. Start your presentation with an introduction giving the history and other interesting descriptive information about the company.  Tell the class about your company, what it does, who its competitors are, what is the outlook for the company, and the like.
3. Since you will ultimately forecast growth for your company, information about the industry it is in (and future prospects for that industry) is appropriate for inclusion.  You might find some information on this in the company’s recent annual report.  It is logical to relate your company’s prospects to those for its industry.  You are not required to do an in-depth discussion of Porter’s Five Forces (that is in AGEC 430).
4. You must do a financial ratio analysis.  Do not just present numbers -- reach conclusions and do comparisons (especially to industry averages).  Look at ratios in all five categories (the categories discussed in class).  Don’t forget that the proper way to do ratios is with average balance sheet values when there is a mix of Income Statement and Balance Sheet values in the ratio.  This is one reason that “already calculated” ratios can be useful, but you MUST carefully study how the source calculates the ratio and if it is a significant departure from what we do in AGEC 424, I suggest calculating the ratio yourself.  The idea is to develop a story about your company – tell what it does well and where it is weak. The Du Pont model and cash conversion cycle are ways of bring several ratios together.  The purpose of having 5 years of data is to study trends in key ratios, sales, stock prices, earnings, dividends, and the like (not to report 5-year averages). If you just study just one year in comparison to the industry, how do you know that you are not observing anomalies? Tell a story about the company’s financial condition, management, and prospects for the future. Be selective (you likely do not want to present every ratio you can find), and do not just let your audience reach conclusions on their own -- do some analysis.  Don’t forget that the growth rate in earnings is very important in determining the stock’s price.  This will be discussed in class and as always feel free to ask questions.
5. You absolutely must do a stock price evaluation applying the present value of dividend models from Chapter 7.  It makes no sense to recommend buying (or not buying) the stock of a company without having analysis of the fundamental value of the stock.  Great companies can be over priced and terrible companies can be under priced.  We will discuss some ideas in class and lab on how to apply the constant growth and super normal growth models.
6. Eventually you should give your recommendation regarding the stock as an investment (buy, sell, hold).   You should have reasons for your recommendations – mainly from your stock price evaluation. This would include an analysis of the company's strengths, weaknesses, opportunities, and threats (a SWOT analysis) or something similar. Often a SWOT analysis is used to summarize the presentation. 
7. Throughout the analysis think critically.  If something looks like it doesn’t make sense, investigate.  Don’t just throw each person’s materials together at the last minute without thought.  Each person on the team should review each other person’s work.  I see a lot of flat out mistakes every year and I think they should have been caught.
Term Project Grading

1. Content – 70%

· Includes all the components indicated above
· Uses the ratios to critically evaluate the company and tell a story about the company’s financial condition

· Brings ratios together with the DuPont model and CCC

· Numbers consistent in the presentation, absence of errors, and has investigated anomalous data
· The stock price evaluation is worth 10 points and you must apply the discounted dividend model (s) – constant growth and/or super normal growth.

2. Style – 30%

· Good slides

· Presentation skills

· Handle questions well

· Creativity

