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1Q Beats; Raising Estimates 

 
HOLD 

 

 Adjusted 1Q17 (Dec) EPS rose 13% YoY to $2.57 (vs $2.27 last year), 26 cents above our estimate due 
to higher-than-anticipated sales and gross margins; 

 Our FY17 EPS estimate is now $12.33 (from $12.12), up only 7% from FY16, as good operational 
performance (operating income modeled up 14%) is being held back by interest expense projected up 
over $100 million for the year as well as a higher tax rate; 

 Our FY18 EPS estimate is now $14.32 (from $14.10), up 16% from our FY17 projection. 
 

  EPS (September)   52-Week 
Symbol Price FY16 FY17E FY18E PE17E Div*/Yield Range 
TDG $246 $11.49 $12.33 $14.32 20.0x NA / NA $277 - $165 

*Special cash dividends of $24.00, $25.00, $22.00 and $12.85 per share were paid on November 1, 2016, June 26, 2014, 
July 25, 2013 and November 5, 2012, respectively.  

 
TransDigm, the highly engineered specialty aerospace components company, reported 1Q17 (Dec) adjusted EPS 
of $2.57 (vs $2.27 a year earlier - all comparatives in this report are for the year-over-year period [“YoY”] unless otherwise 
indicated), 26 cents above our projection.  Pro forma organic growth was 3.5% (vs down slightly last year) despite 
3% less shipping days in the quarter.  While TransDigm does not disclose pricing, it was indicated to not be 
“miles higher” than inflation (assuming inflation at 3%). Acquisitions added $88 million to revenues in the 
quarter. 

1Q17 (Dec) Income Statement Analysis  

Revenue increased 16% to $814 million.  Commercial OEM revenue (around 32% of the corporate total) was 
down 4% (vs up 1% last year) due to a slight decline in commercial transport sales (around 85% of Commercial 
OEM revenue) due to order timing, and a continued drop in business jet/helicopter revenue (the other 15% of 
revenue, mainly business jet). Commercial Aftermarket (38%), servicing the approximate 33,000-plane 
worldwide-fleet, rose 3.5% (vs flat last year).  Defense (30%) increased 2.5% (vs a 1% decrease last year) as 
strong aftermarket performance (55% of sales) was partially offset by lower OEM (45%) revenues due to 
program timing. Of TransDigm’s defense business, 12% is sold to domestic OEMs (Boeing, Honeywell, 
Raytheon, etc.), 6% to defense OEMs (Airbus Defense and Space, etc.), 5% to friendly foreign governments, 5% 
to the U.S. government (where TransDigm’s largest business is military parachutes through acquired Airborne), 
and 2% to the U.S. government through various brokers and distributors. 

Aided by continued productivity efforts and a favorable product mix, corporate adjusted operating profit rose 
20% to $356 million, and increased to 43.7% of sales (vs 42.2%).  Adjusted EBITDA increased 20.5% to $385 
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million, and rose to 47.3% of sales (vs 45.5%).  Interest expense was $146 million (vs $112 million) due to 
additional debt for acquisitions and the special dividend.  The adjusted tax rate was around 31% (vs 30%).  
Impacted by higher interest expense, adjusted net income increased 13% to $145 million, equal to an adjusted 
net margin of 17.9% (vs 18.3%).  EPS was up 13%.  

Balance Sheet and Cash Flow Analysis  

On December 31, 2016, cash was $972 million and debt totaled $10.9 billion.   Approximately 75% of the debt is 
at fixed/capped rates.  Unlike Great Lakes Review investment tenets, TransDigm desires a high level of debt given 
its belief that the historical and projected strong free cash flow, currently estimated at nearly $180 million per 
quarter, and EBITDA growth since the company’s 1993 inception will continue. Due to debt added to pay the 
special dividend in November 2016, net debt-to-pro-forma EBITDA-as-defined was 6.2x (vs the record 6.4x in 
4Q16 and as low as 3.5x in FY09). TransDigm’s credit agreement allows it to lever up to 7.25x. Cash is projected 
to be $1.40 billion-to-$1.45 billion at the end of FY17 with a projected net debt-to-pro-forma EBITDA ratio 
down to 5.6x, assuming no additional acquisitions.   

Accounts receivable were up 20% YoY (vs the 16% revenue increase) to $513 million due to the timing of 
shipments, equal to 52 days sales outstanding (vs 49).  Inventory rose 19% to $715 million, with inventory turns 
of 2.2x (vs 2.4x).   

Cash flow from operations (“CFO”) for 1Q17 was $226 million (vs $179 million a year earlier).  Cash/cash flow 
uses in order of importance are investing in the Company’s existing businesses, acquisitions, special 
dividends/stock buybacks and debt reduction.   

TransDigm is NOT capital intensive (typically around 2% of annual revenue is spent on CapEx annually), thus 
free cash flow usually exceeds net income.  However, the Company DOES rely heavily on acquisitions.  
TransDigm looks for targets with $25 million-to-$300 million+ in annual revenue out of a relevant population of 
1,600 businesses with the pipeline indicated to be reasonably active with no change in pricing, although timing 
and size are always uncertain (refer to the table later in this report for an historical perspective).  TransDigm can still make 
over $1.5 billion in acquisitions without having to issue additional equity.  

Due to the recent drop in the share price, subsequent to quarter-end TransDigm repurchased 666,755 shares for 
$150 million ($225 per share average) and would have bought more if not limited by its 12b5-1 plan. There is 
approximately $191 million remaining under Board authorization.   

Sales and Earnings Outlook 

In the Commercial Aftermarket (the main driver of TransDigm’s earnings) bookings (providing 3-to-4 months 
of order visibility) were up 12% YoY and also exceeded revenues by 12% for 1Q17, an encouraging sign.  
Commercial Aftermarket is still projected to be up in the mid-to-high single digits for FY17; Commercial OEM 
is still projected up in the low-to-mid-single-digits with a modest pickup in business jet from a depressed FY16; 
and Defense is still projected flat-to-slightly up.  For 2Q17 (March), our EPS estimate remains $3.01 (vs $2.86 a 
year earlier), on sales up 12.5% to $896 million.   

For FY17, our EPS estimate is now $12.33 (vs FY16’s record $11.49, Company raised guidance of $12.02-to-
$12.30 [from $11.84-to-$12.12], and our previous $12.12 projection). Acquisition-aided revenue is projected up 
12.5% to $3.567 billion (vs FY16’s record $3.17 billion and Company slightly raised guidance of $3.520 billion-
to-$3.570 billion [from $3.515 billion-to-$3.565]).  TransDigm spends 7% of operating costs (revenue minus 
EBITDA) on engineering, which drives new product development. TransDigm’s content (excluding M&A) has 
grown significantly than on previous platforms for the B787, with content up modestly on the B777X, B737Max 
and the A320neo. As in past economic downturns, we anticipate TransDigm to move quickly to reduce costs if 
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the markets were to soften, such as the 4%-to-5% reduction in employees in 1Q16 given concerns over the 
duration of the Commercial OEM cycle (TransDigm has not yet reduced its headcount so far in FY17).   

For FY17, we are modeling a 44.6% adjusted operating margin (vs 43.9% for FY16). While we are projecting 
operating income to rise 14% in FY17, EPS is projected up only 7% due to increased interest expense (modeled 
at $588 million in FY17 vs $484 million in FY16 – TransDigm is assuming LIBOR at 1% in its interest expense 
guidance [2% LIBOR would increase interest expense by $45 million) and a 31% tax rate (vs 29% in FY16).  
Regarding potential tax changes, TransDigm believes the current House plan would be beneficial to its results 
overall. The net margin is modeled at 19.4% (vs 20.3%). Our model incorporates a 56.1 million share count.  
Gross and free cash flow for FY17 are estimated at $14.21 and $12.70 per share, respectively, based on adjusted 
net income of $692 million, capital spending of as much as $85 million, and D&A of $105 million (excluding 
approximately $35 million in backlog amortization, which is already deducted from our adjusted net income 
figure).   

For FY18, our EPS estimate is now $14.32 (from $14.10), up 16% from our projected FY17 figure, on revenue 
of $3.92 billion. We have modeled a 44.7% adjusted operating margin and a 20.4% adjusted net margin. 
Company management operates TransDigm under a private-equity philosophy and may resort to further special 
cash dividends and increases in debt to return cash to shareholders if sufficient acquisitions are not available.  
(Refer to the earnings model at the end of this report for additional detail on our projections.) 

Valuation 

The shares are selling for 19.2x our 12-month forward EPS estimate of $12.78, or 137% of our 14% projected 3-
to-5 year EPS growth rate, and are rated HOLD given the valuation and projected slowdown in EPS growth in 
FY17.  Those accounts willing to look beyond FY17 may wish to be more aggressive. We remain positive on 
TransDigm’s fundamentals, including benefits from acquisitions and cost reductions, as well as TransDigm’s 
established positions on all major new aircraft platforms, a highly profitable Aftermarket business on a large and 
growing installed aircraft base, significant barriers to entry given stringent regulatory and certification 
requirements, new products, pricing power, and strong free cash flow generation. Since the 2006 IPO, the shares 
have sold in a range of 12x (in FY10) to 66x (in FY14), currently 26x trailing 12-months reported earnings and 
sell for 13.5x EV-to-projected FY17 EBITDA of $1.70 billion and 12.3x EV-to-projected FY18 EBITDA of 
$1.87 billion.  While we are well aware of the heavy debt, we believe the consistency of earnings growth, business 
fundamentals and cash generation at a quarterly rate of nearly $180 million should be adequate for debt service.   
 

Investment Risks 

Acquisitions have been, and are intended to be, a major component of future growth – the ability to find bigger 
and bigger deals that are meaningful to the bottom line becomes increasingly challenging.  Net debt-to-pro 
forma EBITDA at 6.2x and the very high level of goodwill/intangibles relative to equity and assets subject 
TransDigm to capital structure risks.  TransDigm’s business is sensitive to the number of flight hours that planes 
spend aloft, RPMs, the size and age of the worldwide aircraft fleet and customer profitability, which are 
historically correlated with the general economic environment, although national and international events play a 
key role.  OEM sales to large aircraft manufacturers are cyclical.  There is high reliance on certain customers, 
although there are numerous products, platforms and decision-makers involved at each customer.  U.S. military 
spending is dependent upon the U.S. defense budget.  Certain divisions and subsidiaries have been subject to a 
pricing review by the DOD Office of Inspector General.  TransDigm must be certified by the FAA, the DOD 
and similar agencies in foreign countries and by individual manufacturers to be able to sell its products.  
TransDigm could be adversely affected if one of its components causes an aircraft incident.   
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Fiscal YoY % EBITDA, YoY % EBITDA
Year Revenue Change as Defined Change Margin
1993 $48 $10 20.8%
1994 $52 8.3% $10 0.0% 19.2%
1995 $57 9.6% $13 30.0% 22.8%
1996 $63 10.5% $17 30.8% 27.0%
1997 $78 23.8% $25 47.1% 32.1%
1998 $111 42.3% $44 76.0% 39.6%
1999 $131 18.0% $51 15.9% 38.9%
2000 $151 15.3% $54 5.9% 35.8%
2001 $201 33.1% $72 33.3% 35.8%
2002 $249 23.9% $98 36.1% 39.4%
2003 $293 17.7% $124 26.5% 42.3%
2004 $301 2.7% $139 12.1% 46.2%
2005 $374 24.3% $164 18.0% 43.9%
2006 $435 16.3% $194 18.6% 44.7%
2007 $593 36.3% $275 41.3% 46.3%
2008 $714 20.4% $333 21.2% 46.6%
2009 $762 6.7% $375 12.5% 49.2%
2010 $828 8.7% $412 9.9% 49.7%
2011 $1,206 45.7% $590 43.3% 48.9%
2012 $1,700 41.0% $809 37.2% 47.6%
2013 $1,924 13.2% $900 11.3% 46.8%
2014 $2,373 23.3% $1,073 19.2% 45.2%
2015 $2,707 14.1% $1,234 15.0% 45.6%
2016 $3,171 17.2% $1,495 21.2% 47.1%

Averages '93-16 20.5% 25.3%

Please see important disclosures at the end of this report.

TransDigm Group Incorporated (TDG)

Source: Company Reports & Great Lakes Review Estimates
216.767.1340, Cleveland, OH - Elliott Schlang, Jason Rodgers & David Stratton
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Aftermarket Purchase Annual Est. Est.
Company Sales Price Sales PP-to- PP-to-

Date Acquired Location Business/Products to Total ($mm) * ($mm) Sales EBITDA
11/1/16 $24.00 per share special cash dividend
9/23/16 Young & Franklin Inc. Liverpool, NY Valves and actuators 70% $260 $75 3.5
6/23/16 Data Device Corporation Bohemia, NY Databus and power controls 70% $1,000 $200 5.0

1/4/16 Breeze-Eastern Whippany, NJ Rescue hoists and winches 70% $206 $98 2.1 9.3
10/19/15 PneuDraulics Rancho Cucamonga, CA Pneumatic and hydraulic components 35% $325 N/A N/A

5/14/15 Pexco LLC WA and CA, U.S. Extruded plastic parts and components 35% $496 N/A N/A
3/31/15 Franke Aquarotter Ludwigsfelde, Germany Proprietary lavatory products 65% $75
3/26/15 Telair Cargo Group Germany/Norway/U.S. Cargo handling equipment 45% $725 $300 2.4 12.1
6/26/14 $25.00 per share special cash dividend

3/6/14 Elektro-Metall Export GmbH (EME) Ingolstadt, Germany Electromechanical actuators, components 33% $50 $40 1.2
12/19/13 Airborne Systems Pennsauken, NJ Personnel parachutes, cargo aerial delivivery $264 $160 1.6

6/28/13 GE Aviation's Electromechanical actuation bus. Whippany, NJ Electromechanical motion control subsystems 40% $152 $80 1.9
7/25/13 $22.00 per share special cash dividend
6/11/13 Aerosonic Corporation Clearwater, FL air data sensing, test and display parts 60% $40 $31 1.3
6/5/13 Arkwin Industries Cleveland, OH Hydraulic & fuel system components 40% $286 $95 3.0

10/15/12 $12.85 per share special cash dividend
9/17/12 Aero-Instruments Cleveland, OH Air data sensors 60% $35 N/A
2/15/12 AmSafe Global Holdings Phoenix, AZ Safety & restraint equipment 65% $750 $260 2.9 12.3
12/9/11 Harco Laboratories Branford, CT Thermocouples, sensors, engine cables 60% $83 $37 2.3
8/31/11 Schneller Holdings Kent, OH Laminates, thermoplastics 67% $289 $84 3.4
4/8/11 Aero Quality Sales (AQS) sold to Satair (was part of McKechnie) DIVESTED $32 N/A
3/9/11 aerospace fasteners sold to Alcoa (was part of McKechnie) DIVESTED $240 N/A

12/31/10 Telair Actuation Simi Valley, CA Electro-mechanical actuators "significant" $94 $24 3.9
12/6/10 McKechnie Aerospace various Latches, motors, blowers, etc. 40% b4 sales $1,270 $300 4.2 13.0

9/3/10 Semco Instrument Valencia, CA Thermocouplers, sensors "significant" $74 $38 1.9
12/2/09 Dukes & GST Northridge, CA Valves, pumps, solenoids $96 $36 2.7
10/6/09 $7.65 per share special cash dividend
8/10/09 "Certain Assets" Fuel/pneumatic valves, surge suppressors  about 50% $49 $20 2.4
7/24/09 Acme Aerospace Tempe, AZ Batteries and related equipment > 60% $41 $18 2.3

12/16/08 Aircraft Parts Corporation Holtsville, NY Starter generators, starter control units "significant" $67 $33 2.0
9/26/08 "Certain Assets" Magnetos, harnesses, components "vast majority" $69 $17 4.1

5/7/08 CEF Industries Addison, IL Actuators, compressors, pumps $83 $30 2.8
8/10/07 Bruce Industries Dayton, NV Specialized fluorescent lighting "significant" $35 N/A
2/7/07 Aviation Technologies Seattle, WA Flight deck & passenger audio systems about 50% $430 $105 4.1

10/3/06 CDA InterCorp Deerfield Beach, FL Actuators, motors, transducers, gearing $45 N/A
6/12/06 Sweeney & Electra-Motion So. California Specialized valves $27 N/A

* Does not include potential earn-out payments.

Please see important disclosures at the end of this report.

TransDigm Group Incorporated (TDG)
Acquisition & Special Cash Dividend History

Source: Company Data & Great Lakes Review Estimates/Calculations - 216.767.1340, Cleveland, OH - Elliott Schlang, Jason Rodgers & David Stratton.
5 of 10



Mgmt's Difference ||| Mgmt's Difference
Adj. EPS Between ||| Revenue ($ in mm) Between
Guidance Initial ||| Guidance Initial

Fiscal at the Guidance ||| at the Guidance
Year start of Actual and Actual ||| start of Actual and

(Sept.) the year Adj. EPS Adj. EPS ||| the year Revenue Actual Rev.
2007 $1.65 $2.10 27% ||| $490 $593 21%
2008 $2.48 $2.79 13% ||| $690 $714 3%
2009 $2.83 $3.42 21% ||| $755 $762 1%
2010 $2.92 $3.35 15% ||| $785 $828 5%
2011 $3.13 $4.48 43% ||| $1,190 $1,206 1%
2012 $5.51 $6.67 21% ||| $1,450 $1,700 17%
2013 $6.76 $6.90 2% ||| $1,850 $1,924 4%
2014 $7.16 $7.76 8% ||| $2,185 $2,373 9%
2015 $8.16 $9.01 10% ||| $2,530 $2,707 7%
2016 $10.45 $11.49 10% ||| $3,095 $3,171 2%
2017 $11.98 $12.33E $3,540 $3,567E
2018 $14.32E $3,924E

GLR Estimates.
17% Average Outperformance '07-16 7%

Source: Company Press Releases and Great Lakes Review Calculations.

Please see important disclosures at the end of this report.

Great Lakes Review - 216.767.1340, Cleveland, OH - Elliott Schlang, Jason Rodgers & David Stratton

TransDigm Group Incorporated (TDG)
Annual Guidance
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First Quarter Second Quarter Third Quarter Fourth Quarter Full Year
December March June September September is fiscal year end

$ in MM's (except per share) 2015 2016 2017E 2016 2017E 2018E 2016 2017E 2018E 2016 2017E 2018E 2016 2017E 2018E

Net Sales 701.7 814.0 895.4 796.8 896.4 986.0 797.7 885.4 974.0 875.2 971.5 1068.6 3,171.4 3,567.4 3,924.1

  Cost of Sales 319.9 351.1 385.0 353.5 388.1 424.0 344.3 371.9 405.2 390.9 427.5 464.9 1,408.7 1,538.6 1,679.1

Adj. Gross Profit* 381.8 462.9 510.4 443.3 508.3 562.0 453.4 513.6 568.8 484.3 544.0 603.8 1,762.8 2,028.7 2,245.0

  Selling & Admin. 71.5 91.7 103.0 85.5 101.3 113.4 82.9 95.6 107.1 73.6 89.4 101.5 313.5 378.0 425.0

  Intang. Amort. 14.5 15.1 16.0 14.1 15.0 16.0 11.8 15.0 16.0 15.9 15.0 16.0 56.2 60.1 64.0

Adj. Oper. Profit* 295.8 356.1 391.4 343.7 392.0 432.6 358.7 402.9 445.7 394.8 439.7 486.3 1,393.0 1,590.7 1,756.0

  Interest Expense 112.0 146.0 147.0 111.3 147.5 148.0 120.8 147.5 149.0 139.8 147.0 150.0 483.9 588.0 594.0

Pre-Tax Earnings 183.8 210.1 244.4 232.4 244.5 284.6 237.9 255.4 296.7 255.0 292.7 336.3 909.2 1002.7 1162.0

  Income Taxes 55.1 64.8 75.8 72.0 75.8 88.2 65.6 79.2 92.0 71.4 90.7 104.2 264.1 310.5 360.2

Adj. Net Income 128.7 145.3 168.6 160.5 168.7 196.4 172.2 176.2 204.7 183.6 201.9 232.0 645.1 692.2 801.8
Adjusted EPS $2.27 $2.57 $3.01 $2.86 $3.01 $3.51 $3.09 $3.15 $3.66 $3.29 $3.61 $4.14 $11.49 $12.33 $14.32

Avg. Diluted Shares 56.8 56.5 56.0 56.1 56.0 56.0 55.8 56.0 56.0 55.8 56.0 56.0 56.2 56.1 56.0

Margin Analysis
Net Sales 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

  Cost of Sales 45.6% 43.1% 43.0% 44.4% 43.3% 43.0% 43.2% 42.0% 41.6% 44.7% 44.0% 43.5% 44.4% 43.1% 42.8%

Adj. Gross Margin 54.4% 56.9% 57.0% 55.6% 56.7% 57.0% 56.8% 58.0% 58.4% 55.3% 56.0% 56.5% 55.6% 56.9% 57.2%

  Selling & Admin. 10.2% 11.3% 11.5% 10.7% 11.3% 11.5% 10.4% 10.8% 11.0% 8.4% 9.2% 9.5% 9.9% 10.6% 10.8%

  Intang. Amort. 2.1% 1.9% 1.8% 1.8% 1.7% 1.6% 1.5% 1.7% 1.6% 1.8% 1.5% 1.5% 1.8% 1.7% 1.6%

Adj. Oper. Margin 42.2% 43.7% 43.7% 43.1% 43.7% 43.9% 45.0% 45.5% 45.8% 45.1% 45.3% 45.5% 43.9% 44.6% 44.7%

EBITDA Margin 45.5% 47.3% 46.3% 48.1% 48.4% 47.1%

Pre-Tax Earnings 26.2% 25.8% 27.3% 29.2% 27.3% 28.9% 29.8% 28.8% 30.5% 29.1% 30.1% 31.5% 28.7% 28.1% 29.6%

     Tax Rate 30.0% 30.8% 31.0% 31.0% 31.0% 31.0% 27.6% 31.0% 31.0% 28.0% 31.0% 31.0% 29.0% 31.0% 31.0%

Adj. Net Margin 18.3% 17.9% 18.8% 20.1% 18.8% 19.9% 21.6% 19.9% 21.0% 21.0% 20.8% 21.7% 20.3% 19.4% 20.4%

TransDigm Group Incorporated (TDG) - Earnings Model - February 7, 2017

Please see important disclosures at the end of this report.

Source: Company Reports & Great Lakes Review Calculations/Estimates - 216.767.1340, Cleveland, Ohio - Elliott Schlang, Jason Rodgers & David Stratton.
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First Quarter Second Quarter Third Quarter Fourth Quarter Full Year
December March June September September is fiscal year end

$ in MM's (except per share) 2015 2016 2017E 2016 2017E 2018E 2016 2017E 2018E 2016 2017E 2018E 2016 2017E 2018E

TransDigm Group Incorporated (TDG) - Earnings Model - February 7, 2017

Growth Analysis (Year-over-Year)
Net Sales 19.6% 16.0% 10.0% 28.7% 12.5% 10.0% 15.4% 11.0% 10.0% 8.1% 11.0% 10.0% 17.2% 12.5% 10.0%

Adj. Gross Profit* 18.2% 21.2% 10.3% 27.8% 14.7% 10.6% 22.0% 13.3% 10.8% 13.3% 12.3% 11.0% 20.0% 15.1% 10.7%

Adj. Oper. Profit* 18.3% 20.4% 9.9% 27.8% 14.0% 10.4% 25.1% 12.3% 10.6% 16.5% 11.4% 10.6% 21.7% 14.2% 10.4%

Adj. Net Income 26.3% 12.9% 16.0% 34.1% 5.1% 16.4% 34.5% 2.3% 16.1% 14.6% 10.0% 14.9% 26.5% 7.3% 15.8%

Adjusted EPS 25.8% 13.4% 17.1% 35.2% 5.4% 16.4% 36.3% 2.0% 16.1% 16.2% 9.6% 14.9% 27.5% 7.3% 16.1%

Avg. Diluted Shares 0.4% -0.5% -0.9% -0.8% -0.2% 0.0% -1.4% 0.3% 0.0% -1.4% 0.3% 0.0% -0.8% 0.0% -0.2%

Balance Sheet & Cash Flow Analysis
A/R Days (12 mos) 49 52 57 56 59
Inv Turns (times) 2.4 2.2 2.2 2.2 2.1
A/P Days (12 mos) 29 N/A 34 34 39
Debt-to-Total Cap. 113% 110% 113% 109% 107%
Intangibles-to-Equity -640% N/A -654% -905% -1143% full year
EBITDA as Defined $319 $385 $369 $384 $423 $1,495
CFO ($mm - YTD) $179 $226 $269 $444 $669
CFO ($mm - Qtr) $179 $226 $90 $175 $224 full year

CFO to Net Income 139% 155% 56% 102% 122% 104%

Return Calculations
6.7%

-76.4%

18.7%

Please see important disclosures at the end of this report.

Source: Company Reports & Great Lakes Review Calculations/Estimates - 216.767.1340, Cleveland, Ohio - Elliott Schlang, Jason Rodgers & David Stratton.

Pre-tax Return on Avg. Invested Capital

After-tax Return on Average Assets

After-tax Return on Average Equity
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RATING AND PRICE TARGET CHANGES 
Date Action Rating Price Price Target 

01/13/14 Downgraded Hold $169 $166 
02/04/14 Reiterated Hold $172 $175 
05/06/14 Reiterated Hold $178 $187 
06/05/14 Reiterated Hold $191 $176 
08/05/14 Reiterated Hold $175 $186 
11/13/14 Reiterated Hold $192 $187 
01/27/15 Reiterated Hold $204 $192 
03/26/15 Reiterated Hold $215 $201 
05/06/15 Reiterated Hold $215 $211 
08/04/15 Reiterated Hold $229 $237 
11/13/15 Reiterated Hold $230 $252 
02/09/16 Upgraded Gradually Accumulate $187 $240 
05/10/16 Reiterated Gradually Accumulate $249 $287 
08/10/16 Reiterated Gradually Accumulate $287 $302 
09/26/16 Reiterated Gradually Accumulate $288 $305 
10/04/16 Reiterated Gradually Accumulate $289 $297 
10/18/16 Reiterated Gradually Accumulate $280 $301 
11/14/16 Downgraded Hold $253 $255 

 
Unless otherwise specified, the time frame for price targets included in this report is 12 months. 
Our target prices are based on projected earnings for the following calendar year, and an assumed price/earnings ratio in line with the 
company’s historical valuation or those of other companies with similar businesses and prospects. 
The principal risks to the achievement of our price targets, in addition to general market trends, are disappointing earnings and a lower 
than expected price/earnings ratio. 
 
Guide to Investment Ratings and Target Prices: 

Buy.  Strong fundamentals; attractive price relative to growth. 
Gradually Accumulate.  Strong fundamentals; price near aggressive buy target. 
Hold.  Price reflects short-term fundamental uncertainties or premium over target price. 
Trading Sell.  Fundamentals still attractive for the longer term, but fully priced relative to short-term performance. 
Sell.  Deteriorating fundamentals; coverage to be phased out. 9 of 10



 

Important Disclosures, continued. . . 
 

Analysts’ Ratings Distribution 

  % Investment
Banking 

Buy* 25.9% 0% 
Hold 74.1% 0% 
Sell** 0.0% 0% 

  * Includes companies rated “Buy” and “Gradually Accumulate.” 
** Includes companies rated “Sell” and “Trading Sell.” 

Elliott Schlang and his household members hold positions in the common shares of the subject company in various accounts. 

 

Other Disclosures and Disclaimers 

This research report and recommendations agree with the personal opinion of the analyst who prepared this report.  Great 
Lakes Review operates as a division of Wellington Shields & Co. LLC.  

Any financial interest that the research analyst or member of the analyst’s household or any other individual directly involved 
with the preparation of this report has in the subject company, has been disclosed in the Important Disclosures section. 

Investing is a risky activity and can lead to substantial losses.  This report does not provide individually tailored investment 
advice.  It has been prepared without regard to the individual financial circumstances and objectives of persons who receive it.  
The securities discussed in this report may not be suitable for all investors.  Wellington Shields & Co. LLC recommends that 
investors independently evaluate particular investments and strategies, and encourages investors to seek the advice of a 
financial adviser.  The appropriateness of a particular investment or strategy will depend on an investor’s individual 
circumstances and objectives. 

This report is not an offer to buy or sell any security or to participate in any trading strategy.  Wellington Shields & Co. LLC 
and/or its employees not involved in the preparation of this report may have investments in securities or derivatives of 
securities of companies mentioned in this report, and may trade them in ways different from those discussed in this report.  
Derivatives may be issued by Wellington Shields & Co. LLC or associated persons.  The firm does not make a market in the 
shares of the companies mentioned, has no relationship with them, and has not received any compensation from them.   

Wellington Shields & Co. LLC makes every effort to use reliable, comprehensive information, but we make no representation 
that it is accurate or complete.  We have no obligation to tell you when opinions or information in this report change apart 
from when we intend to discontinue research coverage of a subject company. 

Reports prepared by Wellington Shields & Co. LLC and its research personnel are based on public information.  Facts and 
views presented in this report have not been reviewed by, and may not reflect information known to, professionals in other 
business areas. 

Wellington Shields & Co. LLC research personnel conduct site visits from time to time but are prohibited from accepting 
payment or reimbursement by the company of travel expenses from such visits. 
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