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Sweeping tax reform winds swirling around the 
U.S. Capitol will likely leave few Americans un-
touched. Republican lawmakers in the House 
and Senate recently drafted separate versions 
of tax reform legislation, dubbed the Tax Cuts 
and Jobs Act, which is on a turbulent track to 
be “reconciled” into one bill, passed by both 
chambers and then signed by the President.  
Similarities between the two bills, highlighted 
below, represent the prevailing winds most like-
ly to be included in the final bill.  

For individuals, the legislation aims to create a 
fairer tax code that simplifies filing for taxpayers 
and lowers taxes for most folks. The standard 
deduction, or portion of income not subject to 
taxes, nearly doubles, thereby dramatically re-
ducing the number of people who itemize de-
ductions. As a result, many Americans may file 
their taxes on a postcard-size form. While most 
deductions will be eliminated—most notably, 
the state and local income tax deduction—the 
charitable donation deduction remains along 
with the mortgage interest deduction, albeit with 
limitations. Both House and Senate bills elimi-
nate the personal exemption for each family 
member, while doubling the per child tax credit. 
Top earners will continue to be subject to tax 
rates of nearly 40% with most tax brackets kick-
ing in at higher income levels. Both bills elimi-
nate the Alternative Minimum Tax, a law Con-
gress passed in 1969 to ensure wealthy house-
holds would pay at least 26% of their income in 
taxes.  In addition, the size of an estate exempt 
from the 40% estate tax, called the “death tax” 
by Republicans, is doubled to $11.2 million. 
Retirement saving incentives, taxation of in-
vestment income and treatment of tax-exempt 
bonds issued by municipalities remain mostly 
unchanged in both bills. 

The aim of corporate tax reform is to eliminate   
current tax provisions that provide incentives 
for U.S. companies to shift profits and manufac-
turing abroad and to help U.S.-based business-
es compete with companies based in countries 
with much lower tax rates. The top corporate 
tax rate would drop to 20% from the current 
35% rate, the highest in the industrialized 
world. In addition, both bills allow companies to 
repatriate cash held abroad at a favorable rate 
(between 10%-14%), down from the current 

35% rate. To spur investment spending, both 
bills allow full expensing of  investments in 
equipment and machinery during the next five 
years. Tax reform will add about $1.5 trillion to 
the deficit over ten years. However, tax reform 
proponents contend that lower taxes will fuel 
economic growth by putting more money in the 
hands of individuals and businesses, thereby 
boosting consumer spending and business in-
vestment leading to more jobs, higher wages for 
Americans and  more tax dollars for the U.S. 
Treasury’s coffers.  

Investors stand to profit from tax reform legisla-
tion. By some estimates, dropping the corporate 
rate to 20% will result in a 7% increase in after-
tax  profits for the S&P 500 Index, providing a 
tailwind for stock prices. HI-quality companies 
with a domestic focus paying the top tax rate, 
including Genuine Parts, Maximus, Ross 
Stores, TJX, Tractor Supply and T. Rowe 
Price, could see a gale-force boost in after-tax 
EPS should the top corporate rate drop to 20%.   
Moreover, shareholders may benefit from value 
created with repatriated cash. HI-quality compa-
nies hold about $655 billion in overseas cash, 
led by Apple with $246 billion, Microsoft with 
$132 billion, Cisco Systems with $67 billion, 
Alphabet with $60 billion and Oracle with 
$58 billion. Repatriated cash could unleash a 
flurry of new capital investments and acquisi-
tions, dividend increases and share buybacks 
thereby adding shareholder value. Indeed, Ap-
ple CEO, Tim Cook, has said he would  in-
vest more domestically with repatriated cash 
while Cisco Systems CEO, Chuck Robbins, in-
dicated the company would spend repatriated 
cash on a combination of dividends, share buy-
backs and acquisitions. UPS CEO, David Ab-
ney, stated, “UPS applauds the House on mov-
ing forward a tax reform bill that will lower the 
corporate tax rate and modernize the U.S. tax 
system making American companies more 
competitive in the global marketplace. For both 
big and small companies, a tax code that is sta-
ble and predictable is crucial for making strate-
gic business and investment decisions that will 
create jobs and grow their business.”  

Tax reform tailwinds have helped the stock mar-
ket soar to record highs. However, air pockets 
may lie ahead if reform efforts stall. 

TAX REFORM TAILWINDS 
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STOCK PERFORMANCE 
 
Stock-Symbol  

 
Business  

Purchase 
  Date(a)      Price(b)  

Price 
11-29-17 

Total (c) 
Return 

 
Advice* 

 
Comment 

AbbVie-ABBV Pharmaceuticals 03-09-10 
12-03-10 

28.57 
24.59 

95.82 281% HOLD Increased dividend 11%, with 
dividend yielding a healthy 3.0% 

Accenture-ACN Consulting 03-06-12 59.95 146.95 165% HOLD Increased dividend 10% 

Alphabet, Cl A-GOOGL 
Alphabet, Cl A-GOOGL 
Alphabet, Cl C-GOOG 

 
Technology 

06-10-11 
06-08-15 
06-10-11 

256.38 
546.47 
254.89 

 
1037.38 
1021.66 

 
131% 
301% 

 
BUY 

Third quarter sales +24%, EPS +32%; 
ended quarter with $100 billion in 
cash; investing $1 billion in Lyft 

 

Apple-AAPL Computers, iPhones 09-07-10 36.97 169.48 388% HOLD In fiscal 2017, paid $45.7 billion in 
dividends and share repurchases 

Automatic Data 
Processing-ADP 

Human capital mgmt. 03-09-16 85.62 113.33 36% HOLD Increased dividend 10.5%, marking 
43rd  straight year of higher dividends 

Baxter International-BAX Healthcare 09-09-09 
 

30.86 
 

65.18 114% HOLD Free cash flow doubled YTD; expect 
$1.2 billion in free cash flow in 2017 

Becton Dickinson-BDX Medical technology 03-13-02 
 

36.74 
 

226.88 580% SELL Selling position (see p. 4) 

Berkshire Hathaway-
BRKB 
  

Insurance/diversified  12-28-94! 
03-10-00 
03-17-00 

21.56 
27.45 
34.13 

189.85 612% HOLD Announced plans to acquire a 39% 
interest in Pilot Flying J travel centers 

with $20 billion in revenues 

Biogen-BIIB Biotechnology 09-09-15 286.19 319.96 12% BUY 3Q sales +4% and EPS +23% 

Bioverativ-BIVV Hemophilia products 09-09-15 48.15 49.01 2% BUY Holding $224 million in cash on 
healthy balance sheet 

Brown-Forman-BFB Liquor 03-10-00 5.32 59.20 1,199% HOLD Increased dividend 8%, marking 34th 
consecutive year of dividend hikes 

Canadian National 
Railway-CNI 

Railroad 06-28-15 58.05 76.36 36% BUY New C$2 billion share buyback 
program 

Cheesecake Factory-
CAKE 

Restaurants 09-02-16 51.25 49.14 -2% HOLD Expects 2018 EPS in range of  
$2.50-$2.75 

Cisco Systems-CSCO  Internetworking   03-12-97 
 

5.78 37.48 773% HOLD Acquiring BroadSoft for $1.9 billion; 
holding $72 billion in cash 

Cognizant Tech.-CTSH IT consulting 09-07-12 33.43 72.11 117% BUY Expanded share buyback program by 
additional $1.2 billion 

Express Scripts-ESRX  Healthcare mgmt.  12-13-96 
03-09-11 

1.18 
53.99 

62.86 173% BUY Acquiring EviCore for $3.6 billion 

F5 Networks-FFIV Network technology 09-09-15 121.84 129.86 7% BUY Generated 34% ROE in fiscal 2017 

FactSet Research-FDS Financial information 03-14-14 104.42 198.28 96% HOLD Generated 46% ROE in fiscal 2017 

Fastenal-FAST  Industrial supplies 03-10-00 
06-10-14 
09-07-17 

4.89 
50.50 
41.71 

51.24 30% HOLD Reported double-digit sales and 
earnings growth in 3Q with free cash 

flow up 66% 

Fluor-FLR Engineering 12-08-08 
03-11-09 
09-07-12 

51.15 
37.42 
54.91 

48.20 5% SELL Selling position (see p. 4) 

Gentex-GNTX Auto mirrors 12-08-15 16.29 20.17 28% BUY Ended quarter debt-free with $790 
million in cash 

Genuine Parts-GPC  Diversified distributor  03-10-00 
09-09-15 

 

20.81 
84.10 

 

91.50 46% BUY Acquiring Alliance Automotive Group 
for $2 billion 

*All recommendations made in this newsletter may not be suitable for every account, depending on an individual’s investment objective, 
risk-tolerance and financial situation.  It should not be assumed that recommendations will be profitable or will equal the performance of 
securities listed here or recommended in the past. Clients should contact Hendershot Investments, Inc. if there are any changes in your 
financial situation or investment objectives, or if you wish to impose, add or modify any reasonable restrictions to the management of your 
account.  (a) Date purchased for Hendershot IRA.  See personal trading restrictions footnote on  page 3.  ! Received  BRKB shares following acquisition of  
FlightSafety Int’l in Dec ‘96 and Int’l Dairy Queen in Jan ‘98 ( b) Price includes commissions paid.   (c) Total return includes dividends.   NI-Net Income, Q-quarter,  
H-half, YTD-year-to-date, ROE-return on equity 
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(continued) 
 
Stock-Symbol  

 
Business  

Purchase 
  Date(a)      Price(b)  

Price 
11-29-17 

Total (c) 
Return 

 
Advice* 

 
Comment 

Hormel Foods-HRL  Food  06-14-01 6.01 35.99 593% HOLD Increased dividend 10%, marking 52nd 
straight year of dividend increases 

Johnson & Johnson-JNJ  Healthcare products  03-10-00 35.48 139.81 386% HOLD Raised 2017 sales and EPS outlook with EPS 
expected in range of $7.25-$7.30 

3M-MMM Diversified 03-07-07 73.70 238.01 268% HOLD Increased 2017 EPS outlook to $9.00-$9.10 

MasterCard-MA Global payments 09-05-14 76.45 148.35 97% HOLD Third quarter sales +18%, EPS +24% 

Maximus-MMS Business services 06-02-16 57.54 68.11 19% HOLD Trimming position (see p. 4) 

Microsoft-MSFT Software 06-07-07 
12-03-10 

30.16 
26.94 

83.34 230% HOLD Increased dividend 8%; ended the quarter 
with $138.5 billion in cash 

Nike-NKE Shoes and apparel 03-07-17 56.55 60.36 7% BUY Increased dividend 11%, marking 16th 
consecutive year of dividend hikes 

Oracle-ORCL Software 09-05-13 32.32 48.52 58% HOLD 1Q sales +7% and EPS +21% 

Paychex-PAYX Payroll processing 12-03-10 
08-31-11 

29.49 
27.28 

66.58 174% HOLD Free cash flow +19% in 1Q to $326 million 

PepsiCo-PEP Food and beverages  03-14-14  81.89 116.84 74% HOLD Increased dividend 7%, marking 45th straight 
year of dividend pops 

Polaris-PII Vehicles/snowmobiles/
motorcycles 

09-09-15 
12-08-15 

129.09 
98.76 

129.06 9% HOLD Free cash flow +36% YTD; increased sales 
and EPS outlook for 2017 

Priceline Group-PCLN Online travel bookings 12-12-12 
12-10-14 

629.62 
1,119.68 

1734.45 98% BUY Free cash flow +20% YTD to $3.3 billion, 
ending quarter with $18.4 billion in cash 

Qualcomm-QCOM Wireless technologies 06-06-13 62.83 66.52 18% SELL Selling position (see p. 4) 

Ross Stores-ROST Off-price retailer 06-08-17 61.70 75.95 23% HOLD Expects to repurchase $875 million of stock 
in fiscal 2017 

Starbucks-SBUX Coffee retailer 06-14-14 37.26 57.51 61% BUY Increased dividend 20%,  adding to positon 

Stryker-SYK Medical technology 03-11-09 32.09 154.10 408% HOLD Plans to acquire Vexim, a French medtech 
firm, for 183 million euros 

T. Rowe Price-TROW Investment mgmt.  08-31-11 
09-05-14 

53.98 
80.59 

101.27 64% HOLD 3Q sales +12% and EPS +22%; ended quarter 
with $948 billion assets under management 

The TJX Companies-TJX  Off-price retailer  06-12-00 
09-09-15 

5.09 
72.35 

74.78 57% BUY Expects to repurchase $1.5-$1.8 billion of 
stock this fiscal year 

United Parcel Service-UPS Package delivery 05-27-05 
06-09-06 
08-31-11 

74.92 
79.57 
67.90 

119.04 94% 

 

BUY YTD generated $4.4 billion in operating cash 
flow and paid $2.1 billion in dividends and 

repurchased  $1.4 billion of stock 

United Technologies-UTX  Diversified-building 
systems/aerospace  

09-10-01 33.44 118.16 329% BUY Plans to acquire Rockwell Collins in 
$30 billion deal 

Walgreens Boots Alliance-
WBA 

Drugstores 09-12-08 
06-08-17 

36.38 
81.83 

71.92 6% BUY  Rite Aid deal approved for $4.4 billion; 
expanded share buyback by $1 billion 

Walt Disney-DIS Media/Entertainment 09-02-16 94.43 105.24 13% HOLD Plans to repurchase $6 billion of its stock in 
fiscal 2018; increased dividend 8% 

Wabtec-WAB Railway products 12-08-15 73.57 77.00 6% HOLD Backlog up 2% to record $4.5 billion 

Westwood Holdings-WHG Investment mgmt. 12-08-11 
08-10-15 

35.88 
59.72 

68.34 58% HOLD Increased dividend 10%, marking 15th 
straight year of dividend increases 

PERSONAL TRADING RESTRICTIONS FOR PRINCIPALS AND EMPLOYEES 
I take a long-term position in each stock recommended in this newsletter. Having earned the Chartered Financial Analyst (CFA) designation, I fully 
subscribe to the Code of Ethics and Standards of Professional Conduct of the CFA Institute. Accordingly, transactions for client accounts have priority 
over personal and employee transactions. To avoid any conflict of interest and to be fair to both my individual clients and subscribers, personal and 
employee trading is restricted to just four weeks a year. Personal and employee trading will occur only during the week following distribution of the 
newsletter to subscribers unless otherwise approved by the Chief Compliance Officer. The week following distribution of the newsletter will be measured 
as five business days after the mailing  date of the newsletter. Positions may be purchased or sold for individually managed client accounts at any time 
and without regard to recommendations made in this newsletter.  
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Fluor reported third quarter results 
with revenues up 4% to $4.9 billion. 
Consolidated ending backlog de-
clined 26% to $32.9 billion as of 
quarter end. The company is nar-
rowing its 2017 guidance for EPS to 
a range of $1.50 to $1.60. Due to 
challenging industry conditions and 
self-inflicted management issues, 
Fluor has grown earnings back-
wards over the last four years. With 
return on equity falling to subpar 
levels, we have decided to say fare-
well to Fluor by selling our posi-
tion with a flimsy 5% return over 
the last nine years. 

Qualcomm reported 2017 revenues 
declined 5% to $22.3 billion with net 
income and EPS each down 57% to 
$2.5 billion and $1.65, respectively. 
These results reflect the negative 
impact of significant regulatory and 
arbitration charges. In addition, ac-
tions taken by Apple and its con-
tract manufacturers as well as a 
dispute with another licensee have  
resulted in no royalty payments to 
Qualcomm from these parties. Due 
to the complex litigation, manage-
ment does not expect the disputes 
will be resolved anytime soon. Giv-
en the lower earnings, return on 
shareholders’ equity declined to a 
subpar 8% for fiscal 2017. Free 
cash flow also declined 42% for the 
year to $4 billion. In addition, the 
pending $38 billion acquisition of 
NXP Semiconductors N.V. has 
been challenged by a large investor 
who is seeking other buyers for 
NXP.  
 
In a surprise move, Broadcom en-
tered the picture with a hostile offer 
to acquire Qualcomm for $70 per 
share in cash and shares of Broad-
com which Qualcomm rejected. 
Given all the complex challenges 
adversely impacting the firm’s busi-
ness fundamentals, we decided to 
sell Qualcomm with a modest  
return over the last four years.  

PORTFOLIO REVIEW 

DIVIDENDS 
 

Since the last  issue, the following dividends 
per share were received: AbbVie ($.64), 
Acccenture ($1.33), Apple ($.63), ADP 
($.60), Baxter ($.16), Becton Dickinson 
($.73), Brown-Forman ($.18), Canadian 
National ($.33), Cheesecake Factory ($.29), 
Cisco ($.29),  Cognizant ($.15), FactSet 
Research ($.56), Fastenal ($.32), Fluor 
($.21), Gentex ($.10),  Genuine Parts ($.68), 
Hormel Foods ($.17), Johnson & Johnson 
($.84), MasterCard ($.22), Maximus ($.05), 
Microsoft ($.39), 3M ($1.18), Nike ($.18), 
Oracle ($.19), Paychex ($.50), Pepsi ($.80), 
Polaris ($.58), Qualcomm ($.57), Ross 
Stores ($.16), Starbucks ($.30), Stryker 
($.43), T. Rowe Price ($.57), TJX ($.31), 
United Parcel Services ($.83), United 
Technologies ($.70), Walgreen ($.40),  
Wabtec ($.12), and Westwood Holdings 
($.62).  

For fiscal 2017, Maximus reported 
revenues rose 2% to $2.45 billion 
with net income up 17% to $209.4 
million and EPS up 18% to $3.17 
which includes approximately $.14 of 
tax benefits. Return on shareholders’ 
equity for the year was 22%. Free 
cash flow more than doubled during 
the year to $313 million with the com-
pany repaying most of their credit 
facility and long-term debt, while also 
paying $11.7 million in dividends and 
repurchasing $28.9 million of its own 
shares. The company has $110 mil-
lion remaining authorized for future 
share repurchases. Management’s 
fiscal 2018 guidance is for revenue in 
the range of $2.48 billion to $2.55 
billion with EPS in the range of $2.95 
to $3.15, which includes the detri-
mental impacts from new contracts in 
startup of approximately $0.12 per 
share. With the stock appearing fully 
valued, we are trimming our position 
with a 19% gain over the past year. 

******* 
With the profits and proceeds from 
Becton Dickinson, Fluor, Qual-
comm and Maximus, we plan to 
buy Tractor Supply (see p. 10) and 
add to our Starbucks position. Per-
sonal and employee purchases will 
be made during the week following 
distribution of this newsletter. (See 
Personal Trading restrictions in the 
box on p. 3.) 

Becton Dickinson reported fourth 
fiscal quarter revenues of $3.2 bil-
lion, down 2% from last year’s fourth 
quarter, primarily due to the Respira-
tory Solutions business divestiture 
that was completed in October 
2016.  On a comparable, currency-
neutral basis, fourth quarter reve-
nues grew 4%. Becton Dickinson 
reported net income of $289 million, 
or $1.24 per share, compared to net 
income of $19 million, or $0.09 per 
share, reported last year. This in-
crease is primarily due to restructur-
ing and other charges incurred in the 
prior-year period related to the at-
tainment of cost synergies associat-
ed with the acquisition of Care-
Fusion.  
 
By business segment, BD Medical 
revenues fell 5% to $2.1 billion in the 
wake of the Respiratory Solutions 
divestiture. Comparable, currency-
neutral revenues increased 4% re-
flecting strong performance in the 
Medication Management Solutions 
and Diabetes Care units and solid 
performance in the Pharmaceutical 
Systems unit. BD Life Sciences 
sales of $1.1 billion increased 6% 
year-over-year, reflecting strong per-
formance across the Biosciences, 
Diagnostic Systems and Preanalyti-
cal Systems units.  
 
For the full fiscal 2017 year, reve-
nues decreased 3% to $12.1 billion 
with net income up 13% to $1.1 bil-
lion and EPS up 2% to $4.60. Man-
agement continued to execute on 
the CareFusion commitments and 
will leverage lessons learned during 
the process in the C.R. Bard acquisi-
tion, which is expected to close be-
fore calendar year-end. Becton Dick-
inson expects full fiscal year 2018 
revenues, excluding the C.R. Bard 
acquisition, to increase 5% to 6% 
and adjusted EPS is expected in the 
$10.55 and $10.65 range, up about 
12%. With Becton Dickinson’s 
stock fully valued, we are bidding 
bye-bye after 15 years with a 
healthy 580% total return.   

BYE-BYE, 
BECTON DICKINSON 

FAREWELL, 
FLUOR 

SO LONG, 
QUALCOMM 

TRIMMING 
MAXIMUS 
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(continued) 
 

REALIZED GAINS AND LOSSES OVER THE LAST 12 MONTHS 

 

COMPANY DATE  
PURCHASED 

DATE  
SOLD 

GAIN/
LOSS 

COMMENT* 

ABBOTT 03/09/10 
12/03/10 

06/08/17 
06/08/17 

+77% 
+106% 

Significantly increased debt and fully valued, 
sold position 

AUTOMATIC DATA PRO-
CESSING 

03/09/16 09/07/17 +27% Fully valued, trimmed position 

BAXTER INTERNATIONAL 09/09/09 
03/14/14 

06/08/17 
06/08/17 

+93% 
+61% 

Fully valued, trimmed position 

CISCO SYSTEMS 06/09/06 03/07/17 +70% Fully valued, trimmed position 

F5 NETWORKS 09/09/15 03/07/17 +17% Fairly valued, trimmed position 

FASTENAL 06/10/14 03/07/17 +2% Fairly valued, trimmed position 

GILEAD SCIENCES 12/03/10 
09/05/14 

03/07/17 
03/07/17 

+271% 
-32% 

Sold position as business fundamentals deteriorated with sales 
and earnings declining and debt rising 

MICHAEL KORS 03/12/15 03/07/17 -45% Sold position as business fundamentals deteriorated with sales 
and earnings declining 

Hendershot Investments, Inc. Investment Advisory Services  
Founded in 1994, Hendershot Investments’ personalized portfolio management service exists to help you improve your long-term fi-
nancial success and to conserve and grow your wealth. To that end, we invest in high-quality, well-managed companies at reasonable 
valuations and hold them for the long term. We extend a big “thank you” for the many client and subscriber referrals, as a referral is 
the biggest compliment you can pay us! 

We find great businesses at reasonable 
prices through extensive research. 

As long-time students of the stock market, 
we have developed valuation models to 
assess the relative merits of HI-quality 
companies. We scour annual reports, SEC 
filings and news to independently deter-
mine company valuations, thereby avoiding 
the pitfalls of herd-mentality investing. 
Quarterly earnings conference calls with 
management keep us abreast of corporate 
developments and give us insight into the 
heartbeat of corporate leadership.  

We adhere steadfastly to rigor-
ous buy and sell disciplines. 

Our number one rule on the buy 
side is “Don’t overpay for a stock.” 
We want to buy with a margin of 
safety. We would rather pay a “fair 
price for a great business than a 
great price for a fair business.”  

As Philip Fisher stated, “If the job 
has been done correctly when a 
stock is purchased, the time to sell 
is almost never.”  

 

We believe in patient investing for the 
long term. 

Quintessential investor, Ben Graham, de-
scribed the stock market in the short term 
as an imperfect voting machine where 
stock prices are based partly on emotion 
and partly on reason. In the long term, the 
stock market is a weighing machine where 
prices are driven by fundamentals.  
 
For this reason, we are willing to wait pa-
tiently until Mr. Market recognizes the value 
of our HI-quality firms. 

Our Investment Discipline 

 

*A stock meets our price target by reaching its near-term full value based on its expected price range over the next 12-18 months (see 
pages 6 and 7).  When a stock reaches our price target, we generally sell half the position and reinvest the proceeds into other promising 
opportunities. The remaining shares are held for further potential long-term gains as intrinsic value grows over time. Stocks are also sold if 
business fundamentals deteriorate or better investment opportunities are available.  
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COMPANY 
SYMBOL  

 
EXP. ** 
PRICE 

RANGE 

 
PRICE 

11-29-17 
 

This 
 year 

Actual 
EPS 

Next 
year 
Est. 
EPS 

 
Current 

P/E 

 
PRICE/ 
BOOK  
VALUE 

 
PRICE/ 
SALES 

 
DIV. 

YIELD 

 
SALES 
4-YR 

CAGR* 

 
EPS 
4-YR 

CAGR* 

 
Return 

on  
Equity 

 
Cash/ 
Equity 

 
Debt/ 

Equity 

 
Current 

Ratio 

 
SALES 
(000)  

AAPL 119-
185 

169.48 $9.21 $11.44 18.4 6.5 3.8 1.5% 8% 13% 36% 201% 73% 1.3X $229,234,000 

ABBV 72-113 95.82 3.63 4.29 23.3 22.9 6.0 3.0 9% 2% 28% 100+ 100+ 1.5 25,638,000 

ACN 111-
144 

146.95 5.44 6.56 27.0 10.2 2.6 1.8 5% 2% 39% 46 0 1.2 34,850,182 

ADP 80-105 113.33 3.85 3.92 28.8 12.7 4.1 2.3 7% 14% 44% 60 51 2.0 12,379,800 

BAX 48-70 65.18 .72 1.90 55.7 3.8 3.6 1.0 4% -1% 60% 37 37 2.8 9,968,000 

BF.B  45-58 59.20 1.71 1.91 32.7 16.0 5.9 1.3 0% 6% 49% 17 121 2.3 3,857,000 

BIIB 293-
419 

319.96 16.93 18.31 19.6 5.3 5.9 - 20% 31% 31% 51 46 2.2 11,448,800 

BIVV 51-78 49.01 4.07 3.04 12.0 7.1 6.0 - n/a n/a 16% 30 0 2.0 887,400 

BRK.B ! 151-
195 

189.85 10,693 9,400 30.2 1.5 2.2 - 8% 9% 6% n/a n/a n/a 215,825,000 

CAKE 46-73 49.14 2.83 2.60 18.1 3.8 1.0 2.5 6% 12% 23% 3 0 0.6 2,275,719 

CNI 69-94 76.36 4.67 4.94 15.0 3.8 4.8 1.7 32% 11% 24% 1 58 0.6 12,037,000 

CSCO  26-35 37.48 1.90 1.96 19.5 2.8 3.9 3.1 0% 1% 15% 109 40 2.9 48,005,000 

CTSH 61-87 72.11 2.55 3.32 22.3 3.9 3.2 .8 16% 10% 14% 45 7 3.3 13,487,000 

DIS 93-131 105.24 5.69 6.23 18.5 3.8 2.9 1.6 5% 14% 22% 18 46 0.8 55,137,000 

ESRX  66-88 62.86 5.39 5.34 10.4 2.2 0.4 - 2% 32% 21% 21 86 0.7 100,287,500 

FAST  44-58 51.24 1.73 1.93 27.3 7.3 3.7 2.5 6% 5% 26% 7 21 5.4 3,962,036 

FDS 166-
208 

198.28 6.51 8.19 30.5 13.9 6.3 1.1 9% 10% 46% 41 103 2.0 1,221,179 

FFIV 116-
162 

129.86 6.50 6.47 20.0 6.6 3.9 - 9% 17% 34% 106 0 1.6 2,090,041 

GNTX 17-25 20.17 1.19 1.27 15.1 2.8 3.4 2.1 11% 19% 18% 39 0 4.5 1,678,925 

GOOGL!! 985-
1253 

1,037.38 27.85 32.29 34.8 4.6 8.0 - 18% 13% 14% 64 3 5.8 90,272,000 

GPC  90-122 91.50 4.59 4.58 20.5 4.0 0.9 3.0 4% 3% 22% 6 16 1.3 15,339,713 

PORTFOLIO FUNDAMENTALS 

   ** Exp. price range—the expected price range for the stock in the next 12-18 months based on our valuation models and the 
historical trading range of the stock over the last five years.  If the current price is below the low end of the expected range, the stock 
appears undervalued. If the current stock price is above the high end of the expected range, the stock appears overvalued.  The 
expected price range will change based upon company developments.   Highlighted stocks appear undervalued or are new additions.        
!Berkshire price is for the class B shares, the class A shares approximate 1500 times the B shares. !!GOOGL (the original class A 
share price is used for the table. GOOGL will typically  trade slightly higher than the Class C non-voting shares (GOOG). 
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COMPANY 
SYMBOL  

 
EXP. ** 
PRICE 

RANGE 

 
PRICE 

11-29-17 
 
 

This 
Year 

Actual 
EPS 

Next 
Year 
Est. 
EPS 

 
Current 

P/E 

 
PRICE/ 
BOOK  
VALUE 

 
PRICE/ 
SALES 

 
DIV. 

YIELD 

 
SALES 
4-YR 

CAGR* 

 
EPS 
4-YR 

CAGR* 

 
Return 

on  
Equity 

 
Cash/ 
Equity 

 
Debt/ 

Equity 

 
Current 

Ratio 

 
SALES 
(000)  

HRL  31-42 35.99 1.57 1.64 22.9 3.5 2.1 2.2% 1% 13% 18% 9% 5% 1.9X $9,770,000 

JNJ  111-
146 

139.81 5.93 7.28 23.7 5.1 5.2 2.4% 2% 11% 24% 22 36 1.3 71,890,000 

MA 119-
167 

148.35 3.69 4.57 34.6 24.1 14.4 .9 10% 14% 72% 115 84 1.6 10,776,000 

MMM 160-
221 

238.01 8.16 9.07 26.6 11.6 4.7 2.0 0% 7% 49% 29 89 2.1 30,109,000 

MMS 47-68 68.11 3.17 3.04 21.5 4.7 1.8 .3 16% 17% 22% 18 0 2.1 2,450,961 

MSFT 50-68 83.34 2.71 3.39 29.4 7.2 7.2 2.0 4% 1% 29% 155 85 3.1 89,950,000 

NKE 55-73 60.36 2.51 2.33 25.7 3.5 2.9 1.3 8% 17% 34% 56 29 2.7 34,350,000 

ORCL 41-54 48.52 2.21 2.54 21.1 3.6 5.3 1.5 0% -1% 17% 119 86 3.6 37,728,000 

PAYX 49-63 66.58 2.25 2.38 29.2 12.3 7.6 3.1 8% 10% 42% 44 0 1.9 3,151,300 

PCLN 1689-
2470 

1,734.45 42.65 71.23 24.3 6.6 7.9 - 20% 11% 22% 143 65 2.2 10,743,006 

PEP 100-
125 

116.84 4.36 5.22 24.1 12.4 2.6 2.8 -1% 3% 56% 136 234 1.4 62,799,000 

PII 87-144 129.06 3.27 4.48 40.6 9.0 1.8 2.2 9% -7% 25% 15 98 1.0 4,516,629 

ROST 61-86 75.95 2.83 3.28 24.3 10.2 2.1 .9 7% 12% 41% 40 14 1.6 12,866,757 

SBUX 56-78 57.51 1.97 2.32 29.2 15.1 3.7 2.1 11% 15% 53% 59 72 1.3 22,386,800 

SYK 120-
160 

154.10 4.35 5.32 32.9 5.5 5.1 1.1 7% 6% 17% 26 63 2.6 11,325,000 

TJX  81-103 74.78 3.46 3.93 20.2 10.2 1.4 1.8 6% 8% 51% 62 48 1.5 33,183,744 

TROW 75-104 101.27 4.75 5.97 16.6 4.4 5.8 2.3 9% 9% 24% 58 0 5.5 4,222,900 

TSCO 55-94 69.36 3.27 3.28 20.6 6.4 1.3 1.9 10% 15% 30% 5 31 2.0 6,779,579 

UPS 109-
136 

119.04 3.87 6.01 29.2 67.3 1.7 3.2 3% 47% 100% 100+ 100+ 1.1 60,906,000 

UTX 108-
141 

118.16 6.13 6.61 18.3 3.2 1.6 2.4 3% 6% 20% 29 81 1.3 57,244,000 

WAB 77-109 77.00 3.34 3.17 29.2 2.7 2.5 .4 5% 6% 14% 8 67 1.6 2,931,188 

WBA 67-99 71.92 3.78 4.07 19.0 2.7 0.7 2.2 13% 9% 14% 12 45 1.1 118,214,000 

WHG 52-72 68.34 2.77 3.00 22.9 3.9 4.9 4.1 12% 14% 16% 64 0 4.0 123,021 

(continued) 

* CAGR-Compound Annual Growth Rate. n/a-not applicable due to financial stock or equity less than zero.  Estimated EPS reflects consensus 
earnings estimate for current fiscal year. The valuation  measures (P/E, price-to-book value, price-to-sales  and dividend yield) are calculated using 
the closing price on the date listed in column 3.  Balance sheet ratios (cash/equity, debt/equity and current ratio) reflect the latest quarterly 
financial statements. Return on equity and sales figures are as of the company’s most recent fiscal year end.   
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During the past three months, the 
S&P 500 index soared 7.5% on 
encouraging  economic  news and 
tax reform tailwinds. The following HI
-quality stocks all generated 17% or 
better gains during the same period.  

Polaris reported third quarter 
revenues rose 25% to a record $1.5 
billion with EPS up 156% to $1.28, 
reflecting, in part, the Transamerican 
Auto Parts acquisition. Free cash 
flow increased 36% during the first 
nine months of the year to $368 
million with the company paying 
$109 million in dividends and 
repurchasing $89 million of its  
shares. The company increased its 
full year 2017 sales guidance with 
adjusted sales expected to increase 
18% to 19% with adjusted EPS 
expected in the range of $4.75 to 
$4.85, representing 36% to 39% 
growth over depressed adjusted 
EPS of $3.48 in 2016. Polaris’ stock 
roared up a 36% gain during the 
past three months. Hold. 

Ross Stores reported third quarter 
sales rose 8% to $3.3 billion with 
comparable store sales up a strong 
4% and EPS up a dressy 16% to 
$.72. Free cash flow increased 11% 
year-to-date to $898.8 million with 
the company paying $186.5 million in 
dividends during the same period.  
Management remains on track to 
repurchase a total of $875 million of 
its stock for the full fiscal 2017 year. 
Given better than expected third 
quarter trends, the company raised 
its sales outlook with fourth quarter 
EPS expected in the range of $.88 to 
$.92, up 14%-15% over the prior 
year period. For the full fiscal year, 
EPS are expected in the range of 
$3.24 to $3.28. Ross Stores’ stock 
rang up a 28% gain over the past 
three months. Cha-ching!  Hold. 

Fastenal reported solid third 
quarter results with revenues up 
12% to $1.1 billion and net income 
up 13% to $143.1 million. Free 
cash flow increased 66% during 
the quarter to $373.2 million driven 
by the higher earnings and good 
inventory management. During the 
first nine months of the year, 
Fastenal paid $277.1 million in 
dividends and repurchased $82.6 
million of its shares. Fastenal’s 
stock is up more than tenfold 
over the last 17 years. Hold. 

T. Rowe Price reported third 
quarter revenues rose 12% to $1.2 
billion with  EPS jumping 22% to 
$1.56. Assets under management  
increased 17% from the prior year 
period to $947.9 billion. T. Rowe 
Price maintains a strong balance 
sheet which is debt-free and 
boasts more than $4 billion in cash 
and investments. During the first 
nine months of the year, the 
company repurchased 2.7% of its 
outstanding shares for $456.7 
million.  T. Rowe Price’s stock 
rose 21% over the last three 
months. Hold. 

Brown-Forman announced that its 
Board of Directors increased its 
quarterly cash dividend by 8.2%, 
marking the 34th consecutive year 
of dividend increases. The 
company has paid dividends for 72 
straight years. Brown-Forman's 
strong cash flow generation 
underpins the consistency and 
quality of the firm’s successful 
dividend program. Brown-
Forman’s stock has served up a  
1,199% total return over the last 
17 years. Hold. 

Cisco Systems reported first fiscal 
quarter revenues declined 2% to  
$12.1 billion with net income 
increasing 3% to $2.4 billion.  During 
the quarter, Cisco’s operating cash 
flow increased 13% to $3.1 billion.  
Cisco returned more than $3 billion to  
investors during the quarter through 
$1.4 billion in dividends and $1.6 
billion in share repurchases,  ending 
the quarter with $72 billion of cash on 
its balance sheet. Cisco’s stock has 
netted a 773% total return over the 
last 20 years. Hold.  

3M posted record third quarter sales 
of $8.2 billion, up 6%, with net 
income and EPS each up 8% to $1.4 
billion and $2.33, respectively. Sales 
growth was broad-based across all 
geographies and business groups. 
Given the strong year-to-date 
performance, 3M increased its 
guidance for 2017 with EPS expected 
in the $9.00 to $9.10 range, 
representing 10% to 12% growth. 
Free cash flow is expected in the 
$4.9 to $5.6 billion range for the full 
year. 3M’s stock has provided a 
mmm-mmm good 268% total 
return over the last decade. Hold. 

Paychex reported first fiscal quarter 
sales increased 4% to $816.8 million 
with EPS increasing 5% to $0.63.  
During the quarter, Paychex 
generated free cash flow of $325.6 
million, up 19%, and returned $273.2 
million to shareholders through $94.1 
million in share repurchases and 
dividends of $179 million. In fiscal 
2018,  revenue is expected to 
increase 6% with a 5% to 6% 
increase in EPS. Paychex’s stock 
has more than doubled over the 
last seven years.  Hold. 

PORTFOLIO HI-LITES 
QUARTERLY  

MOVERS AND SHAKERS 

FASTENAL 
DOUBLE-DIGIT GROWTH 

POLARIS 
FREE CASH FLOW UP 36% 

CISCO SYSTEMS 
$72 BILLION OF CASH 

3M INCREASED  
EPS OUTLOOK 

PAYCHEX 
FREE CASH FLOW UP 19% 

T. ROWE PRICE 
DOUBLE-DIGIT GROWTH 

ROSS STORES 
$875 MILLION BUYBACK 

BROWN-FORMAN 
INCREASED DIVIDEND 8% 
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(continued) 

AbbVie reported third quarter 
revenue rose 9% to $7 billion with 
net income up 2% to $1.6 billion and 
EPS up 4% to $1.01. Adjusted 
revenue and EPS rose 9% and 17%, 
respectively. Third quarter global 
Humira sales increased 16% to $4.7 
billion, driven by 19% sales growth of 
Humira in the U.S. Third quarter 
global Imbruvica revenues increased 
37% to $688 million.  
 
AbbVie remains committed to 
returning cash to shareholders 
through growing dividends and 
substantial share repurchases. 
Accordingly, the firm announced an 
11% increase in its dividend to an 
annualized rate of $2.84 for fiscal 
2018, which represents a healthy 
3.0% dividend yield based on current 
valuations. Since its inception in 
2013, AbbVie has increased its 
dividend more than 77%. 
 
AbbVie raised its 2017 EPS outlook 
to $4.27-$4.29 with sales expected 
to increase 10% and adjusted EPS 
expected to grow 15% at the 
midpoint of an expected $5.53 to 
$5.55 range. Cash flow from 
operations is expected to exceed 
$8.5 billion in 2017. For 2018, 
adjusted EPS guidance was forecast 
in the range of $6.37 to $6.57, 
reflecting growth of about 15%-19%.  
 
AbbVie provided an update on its 
long-term strategic and financial 
objectives with total sales expected 
to approximate $37 billion by 2020. 
Operating margin is expected to 
increase 100-200 basis points per 
year to 50% by 2020 with double-
digit annual adjusted EPS growth 
expected. The pipeline is expected to 
contribute nearly $30 billion to 
revenues by 2024 with the company 
on track to launch more than 20 new 
products by 2020. AbbVie’s stock 
rose a healthy 32% in the last 
three months. Hold.  

Walt Disney reported fourth quarter 
revenues declined 3% to $12.8 
billion with net income down 1% to 
$1.7 billion and EPS up 3% to 
$1.13 on lower shares outstanding. 
Earnings in the fourth quarter were 
adversely impacted by $275 million 
or $.11 per share due to the impact 
of the hurricanes on Disney World 
which closed for two days, a 
cancelled animated movie and a 
valuation adjustment for the 
BamTech acquisition.  
 
For the full fiscal 2017 year, 
revenues declined 1% to $55.1 
billion with net income down 4% to 
$9 billion and EPS off 1% to $5.69. 
Return on shareholders’ equity for 
the year was a magical 21.7%.  
 
Parks and Resorts were the bright 
spot during the year with revenues 
up 8% to $18.4 billion and operating 
income up 14% to $3.8 billion.  On 
the other hand, the company’s 
other business segments all 
experienced declines in revenues 
and operating earnings both in the 
fourth quarter and for the full year.  
 
Free cash flow increased 4% to 
$8.7 billion during the year. The 
company invested $3.6 billion in 
capital expenditures in 2017 with 
management planning to bump the 
capital expenditures up by another 
$1 billion in fiscal 2018 as they 
develop Star War Lands and a new 
Toy Story Land at the theme parks. 
In addition, the company paid $2.4 
billion in dividends and repurchased 
89.9 million of its shares for $9.4 
billion at an average cost of 
$104.56 per share in fiscal 2017. 
Management is planning on 
repurchasing  at least $6 billion of 
its stock in fiscal 2018 and recently 
increased the semi-annual dividend 
8% to $.84 per share. During the 
past year, Walt Disney has 
provided a 13% total return. Hold.   

FactSet reported fiscal 2017 
revenues increased 8.3% to $1.22 
billion and adjusted EPS rose 14.2% 
to $7.31. Return on equity for the 
year was a stellar 46%.  Free cash 
flow totaled $283.7 million for 2017 
which was relatively flat from the 
prior year. For the full year, FactSet 
paid $81 million in dividends and 
repurchased $261 million of its 
shares, including 270,000 shares 
repurchased in the fourth quarter for 
$44.1 million at an average price of 
$163 per share. The company has 
$244.1 million remaining authorized 
for future share repurchases. During 
the first quarter of fiscal 2018, 
management expects revenues to be 
in the range of $327 million to $333 
million with EPS expected in the 
range of $1.75-$1.81. On an 
adjusted basis, first quarter EPS is 
expected in the range of $1.93-
$1.99, representing approximately 
12% growth. Over the past three 
years, FactSet has provided a 96% 
total return. Hold. 

Westwood Holdings reported third 
quarter revenues rose 5% to $33.5 
million primarily related to higher 
average assets under management 
(AUM) due to market appreciation. 
AUM at 9/30/17 totaled $23.6 billion.  
Net income declined 30% to $4.1 
million in the third quarter as 
Westwood Holdings recorded a $2.5 
million legal settlement charge.  Free 
cash flow increased 4% year-to-date 
to $38.9 million with Westwood 
paying $16.8 million in dividends. 
Westwood increased its dividend 
10% to $2.72 on an annualized 
basis, marking the 15th consecutive 
year of dividend increases. The 
dividend currently yields an attractive 
4.1%. Westwood Holding’s stock 
gained 14% over the last three 
months. Hold.  

QUARTERLY RATING CHANGE 
FROM  BUY TO HOLD 

ABBVIE 
INCREASED DIVIDEND 11% 

WALT DISNEY 
$6 BILLION BUYBACK 

FACTSET 
46% RETURN ON EQUITY 

WESTWOOD 
INCREASED DIVIDEND 10% 
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MARKET LEADER 
In 1938, Charles E. Schmidt Sr. of 
Chicago, Illinois, established a mail 
order tractor parts business. The 
next year, the first Tractor Supply 
store was opened in Minot, North 
Dakota, and generated $125,000 in 
business. In 1964, the company 
opened their 100th store and 
increased the count more than 
tenfold over the next 50 years. 
Today, Tractor Supply Company is 
the largest operator of rural lifestyle 
retail stores in the United States 
with sales of about $7 billion.  
 

NICHE MARKET 
Tractor Supply  Company caters to 
the unique lifestyle needs of 
recreational farmers, horse owners, 
ranchers, part-time and hobby 
farmers, contractors,  suburban and 
rural homeowners,  do-it-yourselfers 
(DIYers) and tradesmen. By 
focusing their product assortment 
and customer service on these core 
customers, Tractor Supply stores 
are differentiated from general 
merchandise and big-box retailers. 
TSCO offers a wide-ranging 
selection of merchandise: equine, 
livestock, pet and small animal 
products; hardware, truck, towing 
and tool products; seasonal 
products, including heating, lawn 
and garden items; power 
equipment; gifts and toys; work/
recreational clothing and footwear; 
and maintenance products for 
agricultural and rural use – 
everything except tractors. The 
unique product mix coupled with 
stores located primarily in towns 
outlying major metropolitan markets 
and in rural communities allows 
core customers to harvest all their 
“Life Out Here” items under one 
roof. Products tailored to the DIYers 
are often needed immediately or 

NEW STOCK 
TRACTOR SUPPLY COMPANY (TSCO-$69.36) 

200 Powell Place, Brentwood, TN 37027  www.tractorsupply.com 

difficult to ship insulating Tractor 
Supply from being “Amazoned.”  
 

STEADY GROWTH 
Tractor Supply Company has 
continued to cultivate steady growth 
during the past five years with 
revenues compounding at a 10% 
annual rate. Comparable store sales 
and comparable store average 
transaction count increased each 
year over the same period. Store 
count increased 48% to 1,738 during 
the period while store square footage 
increased 40% based on a smaller 
footprint for new locations and 
Petsense stores. Management 
expects total Tractor Supply and 
Petsense store count to grow to 
around 2,800 locations over the next 
decade as the company expands in 
the western half of the United States. 
 

STRONG CASH FLOWS 
During fiscal 2016, TSCO generated 
$413 million in free cash flow to 
fertilize the company’s dividend and 
share repurchase programs. The 
company repurchased $333 million 
of its shares in 2016 with projected 
future repurchases expected in the 
range of $300-$400 million annually. 
The dividend compounded at an 
average 26% annual rate during the 
past five years. Management is 
targeting a 30% payout ratio for 
future earnings.  TSCO increased its 
dividend 13% in 2017 to an annual 

rate of $1.08 per share, marking the 
seventh consecutive year of dividend 
increases. The dividend currently 
yields a bountiful 1.9%. Through the 
first nine months of 2017, the firm 
generated $189 million in free cash 
flow, paid dividends of $100 million 
and repurchased $327 million of its 
shares.  
 

SOLID PROFITABILITY 
Tractor Supply’s business is very 
profitable with a  2016 gross margin 
of 34% and operating margin of 10%. 
For the past five years, net income  
and EPS compounded at 12% and 
15% annual rates, respectively.  
 
TSCO is driving profitability through 
higher margin private label products 
such as 4health, Traveller, American 
Farm Works and Dumor. Exclusive 
brand products account for around 
30% of sales, and TSCO continues to 
promote them through branding 
videos on social media. Tractor 
Supply’s return on shareholder equity 
plowed through the 30% mark in 
fiscal 2016 and has averaged more 
than 29% since 2012.  
 
Long-term investors seeking to sow 
the seeds of steady growth, strong 
cash flows, a rapidly growing 
dividend and solid profitability should 
consider driving HI-quality Tractor 
Supply Company into their portfolio. 
Buy.  

Tractor Supply Company is the largest rural lifestyle retail store chain in the United States. Tractor Supply stores are 
focused on supplying the lifestyle needs of recreational farmers and ranchers and others who enjoy the rural lifestyle, as 
well as tradesmen and small businesses. The Company operates 1,665 Tractor Supply stores in 49 states and 162 
Petsense stores, a small-box pet specialty supply retailer focused on meeting the needs of pet owners in small and mid-
size communities. 

Fiscal Year  
Dec. 

4-YR 
CAGR 

 

 
2016 

 
2015 

 
2014 

 
2013 

 
2012 

Sales 
(000) 

9.8% $6,779,579 $6,226,507 $5,711,715 $5,164,784 $4,664,120 

Net Income 
(000) 

12.1% $437,120 $410,395 $370,885 $328,234 $276,457 

EPS 14.5% $3.27 $3.00 $2.66 $2.32 $1.90 

Dividend 26.4% $.92 $.76 $.61 $.49 $.36 

Profit Margin  6.4% 6.6% 6.5% 6.4% 5.9% 
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CONSISTENT GROWTH 
Genuine Parts was founded by 
Carlyle Fraser in 1928 when Fraser 
bought a small auto parts store in 
Atlanta. With six employees and 
capital of $40,000, sales reached 
$75,000 the first year. After 89 years 
of steady progress, Genuine Parts’ 
sales should motor over $16 billion 
this year. 
 
With about half of the company’s 
revenues coming from auto 
replacement parts, Genuine Parts 
boasts the largest auto parts network 
in the world. The company provides 
parts to thousands of National Auto 
Parts Association (NAPA) stores 
across the United States and 
Canada. The auto part business has 
also expanded through acquisitions 
in Mexico, Australasia and most 
recently in Europe.  
 
After selling only auto parts for 
almost 50 years, Genuine Parts 
began to diversify its product lines 
into several other large and 
fragmented end-markets which 
provide market share growth 
opportunities, including industrial 
replacement parts and office 
supplies in the mid-1970s and 
wholesaling electrical and electronic 
materials in the 1990s.  
 
During the third quarter, the 
Automotive Group accounted for 
53% of sales, the Industrial Group 
represented 30% of sales, the Office 
Products Group accounted for 12% 
of sales and the Electrical/Electronic 
Group made up 5% of total sales. 
 
A hallmark of Genuine Parts has 
been the company’s consistent 
growth in sales, earnings and 
dividends. Sales have increased in  
84 of the last 89 years while profits 
have risen in 73 of the last 89 years.  

UNDER THE SPOTLIGHT 
GENUINE PARTS (GPC-$91.50) 

2999 Wildwood Parkway, Atlanta, GA 30339   www.genpt.com  

Genuine Parts has paid dividends to 
shareholders every year since going 
public in 1948. In February 2017, the 
company increased the dividend by 
3% to an annual rate of $2.70, which  
marked the 61st consecutive year of 
increased dividends, a record 
matched by few other companies. 
The dividend currently yields an 
attractive 3.0%. 
 

CAPITAL ALLOCATION 
Management is committed to 
creating shareholder value through a 
disciplined capital allocation strategy.  
With the business generating 
significant free cash flow, priorities 
for cash are to reinvest in existing 
businesses, make acquisitions to 
spur future growth, steadily increase 
the dividend as they have done for 
more than six decades and 
repurchase shares.  
 
Over the last five years, the 
company has returned $2.5 billion to 
shareholders through dividends and 
share repurchases.  
 
Over the last 23 years, the company 
has opportunistically repurchased 
57.6 million of its own shares for 
about $2.6 billion at an average price 
of about  $44.67 per share. There 
are 17.4 million shares remaining 
authorized for future share 
repurchases. 

Genuine Parts targets investments 
with returns on invested capital 
greater than 15%. Genuine Parts 
recently completed the $2 billion 
acquisition of Alliance Automotive 
Group (AAG), a leading European 
distributor of vehicle parts, tools and 
workshop equipment. The deal was 
financed with debt and is estimated 
to contribute $1.7 billion to revenues 
and be immediately accretive to 
earnings and cash flow. 
 

LONG-TERM GROWTH GOALS 
The company’s outlook for 2017 is for  
sales to grow 4%-5% with a slight 
decline in operating margin resulting 
in flat adjusted EPS in the range of 
$4.55 to $4.60. Cash flow is targeted 
in the $750 million to $800 million 
range.  
 
Management’s key long-term growth 
goals are to increase sales by 6%-
8%, expand the operating margin, 
grow EPS by 7%-10%, generate solid 
cash flows and maintain a strong 
balance sheet.  
  
Genuine Parts is a HI-quality firm 
with a long track record of consistent 
growth in sales, earnings and 
dividends, a disciplined capital 
allocation strategy and solid long-
term growth goals which should 
generate future value for investors 
hopping on for the ride. Buy.  

Genuine Parts Company is a distributor of automotive replacement parts in the U.S., Canada, Europe, Mexico and 
Australasia.  The Company also distributes industrial replacement parts in the U.S., Canada and Mexico through its 
Motion Industries subsidiary.  S. P. Richards Company, the Office Products Group, distributes business products in the 
U.S. and Canada. The Electrical/Electronic Group, EIS, Inc., distributes electrical and electronic components throughout 
the U.S., Canada and Mexico.   

Fiscal Year  
December 

4-YR 
CAGR 

 

 
2016 

 
2015 

 
2014 

 
2013 

 
2012 

Sales 
(000,000) 

4.2% $15,340 $15,280 $15,342 $14,078 $13,014 

Net Income 
(000,000) 

1.5% $687 $706 $711 $685 $648 

EPS 2.6% $4.59 $4.63 $4.61 $4.40 $4.14 

Dividend 7.4% $2.63 $2.46 $2.30 $2.15 $1.98 

Profit Margin  4.5% 4.6% 4.6% 4.9% 5.0% 
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UNDER THE SPOTLIGHT 
 

MARKET LEADER  
In 1907, 19-year old Jim Casey 
borrowed $100 from a friend and 
established the American Messenger 
Company in Seattle, Washington. 
Jim’s slogan for the business was 
“best service and lowest rates.” In 
1919, the growing company made its 
first expansion beyond Seattle and 
adopted the United Parcel Service 
name. Jim’s strict policies of 
customer courtesy, reliability, round-
the-clock service and low rates are 
the principles which continue today to 
guide UPS, a market leader with 
more than $60 billion in sales. 
 
UPS’s first international operations 
started in 1975 when the company 
expanded its operations to Canada. 
Today, UPS operates an international 
network serving more than 220 
countries and territories, with 
international sales accounting for 
20% of total revenues in 2016.  
 
Global package and freight 
shipments are expected to continue 
to grow as global ecommerce 
accelerates in the retail, healthcare,  
manufacturing and aerospace 
sectors. As one of the largest 
transportation companies in the 
world, UPS is uniquely positioned to 
assist companies as they “go global.”  
 
Capitalizing on this, the company  is 
aggressively expanding international 
operations. The company has 
invested nearly $2 billion in their 
European infrastructure which is 
nearly half complete which will 
enable them to add to their capacity 

in Europe. UPS has built a massive 
international transportation network 
interconnected with one of the 
largest technological infrastructures 
in commercial history. Economies 
of scale, excellent customer service 
and operating efficiencies translate 
into high profitability for the firm. 
 

STRONG CASH FLOWS 
UPS has a flexible capital allocation 
strategy which enables the 
company to reinvest in its business, 
make dividends a priority and take 
a balanced approach to share 
repurchases. Since going public in 
1999, UPS has parceled out brown 
boxes of free cash flow to 
shareholders via dividends and 
share buybacks which have totaled 
more than $67 billion. UPS 
increased its dividend 6% in 2017  
to an annual rate of $3.32 per share 
with the dividend currently yielding 
an attractive 3.2%. UPS has either 
increased or maintained its dividend 
every year for nearly 50 years.  
 
Year-to-date in fiscal 2017, UPS 
generated $4.4 billion in cash from 

operations, paid dividends of $2.1 
billion and repurchased 12.2 million 
of its  shares for about $1.4 billion, or 
$114.75 per average share.  
 

SOLID GROWTH OUTLOOK 
UPS is targeting revenue growth of 
5%-7% for 2017 with adjusted  
earnings per share growth of 2%-6%. 
The company’s growth targets for 
2018-2019 include revenue growth of 
4%-6% with adjusted EPS growth of 
5%-10%.  
 
Operating margins are expected to 
expand with the company already 
boasting industry leading margins. 
The company has a strong history of 
returns on capital which have 
averaged more than 20%. 
Management is  increasing the return 
on capital target to a 23% to 28% 
range in the 2016-2019 time period.  
 
Long-term investors should package 
up UPS for their portfolio. UPS is a HI
-quality, highly profitable market 
leader with strong cash flows, an 
attractive dividend and a solid outlook 
for growth in 2017 and beyond.  Buy.   
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UNITED PARCEL SERVICE  (UPS-$119.04) 
55 Glenlake Parkway, N.E., Atlanta, GA  30328 www.ups.com 

United Parcel Service (UPS) is a global leader in logistics, offering a broad range of solutions including transporting 
packages and freight; facilitating international trade, and deploying advanced technology to more efficiently manage the 
world of business. Headquartered in Atlanta, UPS serves more than 220 countries and territories worldwide. In 2016, 
UPS delivered an average of  19.1 million pieces per day , or a total of 4.6 billion packages.  

Fiscal Year  
Dec. 
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CAGR 

 

 
2016 

 
2015 

 
2014 

 
2013 

 
2012 

Sales 
(000,000) 

 3.0% $60,906 $58,363 $58,232 $55,438 $54,127 

Net Income 
(000,000) 

 43.6% $3,431 $4,844 $3,032 $4,372 $807 

EPS 46.9% $3.87 $5.35 $3.28 $4.61 $.83 

Dividend 8.2% $3.12 $2.92 $2.68 $2.48 $2.28 

Profit Margin  5.6% 8.3% 5.2% 7.9% 1.5% 


