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Income Statement

1999

2000

2001

2002E

2004E

2005E

Revenue:

U.S. Air Express

7,934

$    

 

8.1%

8,574

$    

 

-2.9%

8,325

$    

 

3.1%

8,583

$      

 

3.0%

8,841

$    

 

3.0%

9,106

$    

 

U.S. Ground

14,379

$  

 

7.3%

15,427

$  

 

1.6%

15,671

$  

 

3.7%

16,251

$     

 

5.2%

17,096

$  

 

6.0%

18,122

$  

 

International (Package & Cargo)

3,718

$    

 

9.7%

4,078

$    

 

4.1%

4,246

$    

 

7.1%

4,547

$      

 

9.8%

4,993

$    

 

12.0%

5,592

$    

 

Logistics

771

$       

 

32.4%

1,021

$    

 

32.6%

1,354

$    

 

25.0%

1,693

$      

 

19.0%

2,014

$    

 

2.0%

2,054

$    

 

Forwarding & Brokerage

12

$         

 

633.3%

88

$         

 

411.4%

450

$       

 

60.6%

723

$         

 

6.4%

769

$       

 

8.0%

830

$       

 

Other

238

$       

 

144.5%

582

$       

 

3.1%

600

$       

 

7.2%

643

$         

 

8.4%

697

$       

 

9.0%

760

$       

 

Total Revenue

27,052

$  

 

10.0%

29,770

$  

 

2.9%

30,646

$  

 

5.9%

32,440

$     

 

6.1%

34,410

$  

 

6.0%

36,465

$  

 

Operating Expenses:

Compensation and Benefits

15,285

    

 

8.2%

16,546

    

 

5.1%

17,397

    

 

4.4%

18,162

      

 

5.7%

19,198

    

 

6.0%

20,350

    

 

Repairs and Maintenance

945

         

 

1.4%

958

         

 

9.6%

1,050

      

 

9.3%

1,148

        

 

9.0%

1,251

      

 

9.4%

1,369

      

 

Depreciation and Amortization

1,139

      

 

3.0%

1,173

      

 

19.0%

1,396

      

 

0.1%

1,397

        

 

0.2%

1,400

      

 

0.2%

1,403

      

 

Purchased Transportation

1,679

      

 

16.3%

1,952

      

 

1.3%

1,977

      

 

7.9%

2,133

        

 

5.0%

2,240

      

 

6.4%

2,383

      

 

Fuel

681

         

 

40.1%

954

         

 

4.8%

1,000

      

 

-4.7%

953

           

 

8.5%

1,034

      

 

8.0%

1,117

      

 

Other Occupancy

373

         

 

10.5%

412

         

 

27.2%

524

         

 

-20.0%

419

           

 

6.9%

448

         

 

9.8%

492

         

 

Other Expenses

3,045

      

 

6.9%

3,254

      

 

3.8%

3,377

      

 

18.1%

3,988

        

 

4.2%

4,156

      

 

4.7%

4,351

      

 

Total Operating Expenses

23,147

    

 

9.1%

25,249

    

 

5.8%

26,721

    

 

5.5%

28,201

      

 

5.4%

29,727

    

 

5.8%

31,464

    

 

Operating Profit

3,905

      

 

15.8%

4,521

      

 

-13.2%

3,925

      

 

8.0%

4,239

        

 

10.5%

4,683

      

 

6.8%

5,000

      

 

-

                

 

-

              

 

-

              

 

Other Income and (Expense):

-

                

 

-

              

 

-

              

 

Investment Income

197

         

 

167.5%

527

         

 

-69.8%

159

         

 

62.0%

258

           

 

62.0%

417

         

 

62.0%

676

         

 

Interest Expense

(228)

        

 

-10.1%

(205)

        

 

-10.2%

(184)

        

 

36.0%

(250)

          

 

36.0%

(340)

        

 

36.0%

(463)

        

 

Other, Net

-

              

 

-

              

 

9

             

 

-

                

 

-

              

 

-

              

 

Tax Assessment

(1,786)

     

 

-

              

 

-

              

 

-

                

 

-

              

 

-

              

 

(1,817)

     

 

-117.7%

322

         

 

-105.0%

(16)

          

 

7

               

 

77

           

 

213

         

 

Pretax Income

2,088

      

 

131.9%

4,843

      

 

-19.3%

3,909

      

 

8.6%

4,246

        

 

12.1%

4,760

      

 

9.5%

5,214

      

 

Income Taxes

1,205

      

 

57.7%

1,900

      

 

-20.4%

1,512

      

 

9.5%

1,656

        

 

12.1%

1,856

      

 

9.5%

2,033

      

 

Net Income

883

         

 

233.3%

2,943

      

 

-18.6%

2,397

      

 

2,590

        

 

2,904

      

 

3,180

      

 

Diluted Earnings Per Share 

0.77

$      

 

223.7%

2.50

$      

 

-16.3%

2.10

$      

 

9.9%

2.30

$        

 

12.6%

2.59

$      

 

9.9%

2.85

$      

 

Shares Outstanding

1,141

      

 

3.0%

1,175

      

 

-2.6%

1,144

      

 

-1.7%

1,125

        

 

-0.4%

1,120

      

 

-0.4%

1116

United Parcel Service

Common Size

1999

2000

2001

2002E

2003E

2004E

Revenue:

U.S. Air Express

29.3%

28.8%

27.2%

26.5%

25.7%

25.0%

U.S. Ground

53.2%

51.8%

51.1%

50.1%

49.7%

49.7%

International (Package & Cargo)

13.7%

13.7%

13.9%

14.0%

14.5%

15.3%

Logistics

2.9%

3.4%

4.4%

5.2%

5.9%

5.6%

Forwarding & Brokerage

0.0%

0.3%

1.5%

2.2%

2.2%

2.3%

Other

0.9%

2.0%

2.0%

2.0%

2.0%

2.1%

Total Revenue

100.0%

100.0%

100.0%

100.0%

100.0%

100.0%

Operating Expenses:

Compensation and Benefits

56.5%

55.6%

56.8%

56.0%

55.8%

55.8%

Repairs and Maintenance

3.5%

3.2%

3.4%

3.5%

3.6%

3.8%

Depreciation and Amortization

4.2%

3.9%

4.6%

4.3%

4.1%

3.8%

Purchased Transportation

6.2%

6.6%

6.5%

6.6%

6.5%

6.5%

Fuel

2.5%

3.2%

3.3%

2.9%

3.0%

3.1%

Other Occupancy

1.4%

1.4%

1.7%

1.3%

1.3%

1.3%

Other Expenses

11.3%

10.9%

11.0%

12.3%

12.1%

11.9%

Total Operating Expenses

85.6%

84.8%

87.2%

86.9%

86.4%

86.3%

Operating Profit

14.4%

15.2%

12.8%

13.1%

13.6%

13.7%

Other Income and (Expense):

Investment Income

0.7%

1.8%

0.5%

0.8%

1.2%

1.9%

Interest Expense

-0.8%

-0.7%

-0.6%

-0.8%

-1.0%

-1.3%

Other, Net

Tax Assessment

-6.6%

-

          

 

-

          

 

-

            

 

-

          

 

-

          

 

-6.7%

1.1%

-0.1%

0.0%

0.2%

0.6%

Pretax Income

7.7%

16.3%

12.8%

13.1%

13.8%

14.3%

Income Taxes

4.5%

6.4%

4.9%

5.1%

5.4%

5.6%

Tax court ruling 

unfavorable to UPS 

resulted in a pretax 

charge of $1,786 billion.
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Original Purchase Rational
The Educational Investment Fund (EIF) purchased 500 shares of United Parcel Service, Inc. (NYSE: UPS) on March 10, 2000 at a price of $53 5/8 per share.  Nicholas Finn, the EIF analyst who brought UPS to the EIF cited the following reasons supporting his buy recommendation:
· Largest and most profitable carrier
· Most global reach
· Offers the most diverse product mix
· AAA/Aaa credit rating by Standard & Poor and Moody’s
In November of 2001, EIF analyst Ajay Jamuar added the company’s ability to perform during a difficult economy, the growth in the logistics segment of the company, risk management of fuel costs, and a loyal customer base as reasons to hold this stock.

Portfolio Considerations
UPS is classified as a capital appreciation and income stock in the industrials sector.  At the time of this report, the summer targets for capital appreciation have not been set, but we were satisfactorily close to our most recent target of 75% with a current weighting of 75.88%.  Based on a spring target of 11% we are underweighted in our industrials sector by 180 basis points.  UPS represents 33.3% of our current holdings in the industrials sector and is accompanied by Automatic Data Processing (ADP), Convergys (CVG) and Fastenal (FAST).   

The current portfolio holdings, date acquired, shares purchased, purchase price, gain (or loss), and portfolio and sector weights is shown below.

Table 1: Industrials Sector Holdings
	Ticker
	Date
Acquired
	Shares
Purchased
	Purchase

Price
	Gain/Loss
	Class %
	Equity %

	ADP
	04/93
	500
	12.19
	326%
	28.6%
	2.63%

	CVG
	02/02
	625
	29.85
	-12%
	18.1%
	1.66%

	FAST
	11/01
	460
	60.09
	-34%
	20.0%
	1.84%

	UPS
	03/00
	500
	53.63
	12%
	33.3%
	3.06%


Source: EIF

Industry Profile
Transportation stocks are generally cyclical as they depend on the shipping needs of their customers.  UPS is highly sensitive to the U.S. economy with 86% of 2001 revenue tied directly to the U.S. market, compared to FedEx’s 80% dependence.
  Shipping volumes dropped after the September 11th attacks but this has begun to recover.
  Some analysts believe that the cargo industry will continue to improve, but most give cautious expectations.  Exports are expected to remain week until the fourth quarter of 2002.
  
If the economy recovers the shipping industry will benefit as inventory begins to move from the stores to the customers.  Currently inventory levels remain below traditional levels, but are continuing to improve.  Another factor that will affect the bottom line for many companies will be the rising fuel costs.
  Although most companies hedge away major swings in fuel costs, incremental changes inevitably increase costs.  UPS and FedEx have surcharges that they will implement as fuel costs rise, but there is usually a 4 to 8 week lag before those surcharges help margins.

Company Profile
United Parcel Service, Inc. founded in 1907 in Seattle, Washington; is the world’s largest express carrier, the world’s largest packages delivery company and a leading global provider of specialized transportation and logistics service.  Each day UPS delivers over 13 million packages for over 2 million customers.  
UPS also offers the most extensive range of e-commerce and supply-chain solutions for the movement of goods, information, and funds.  The company seeks to position itself as the world’s premier enabler of global commerce.  The company’s growth strategy is to build its leadership position in its domestic package business, continue international expansion focusing on Asia, and continue to pursue strategic acquisitions and global alliances.
  

UPS boasts the following competitive strengths:

Cost Management

· Management has been able to maintain its cost structure during the recent economic turmoil.  The company’s low-cost parcel network allows it to generate solid financial returns on a consistent basis.
  

Global Reach and Scale

· UPS serves more than 200 countries and territories, through alliances and international operations.  The company carries goods having a value in excess of 6% of the U.S. GDP with a ground fleet of 150,000 vehicles, and more than 500 airplanes.
  

Technology Systems

· UPS offers more on-line service operations than any other delivery company and is beginning to install more sophisticated sorting systems.  The company was listed among the top 10 for its ability to leverage the latest technology to maximize value to the shareholders.

E-Commerce Capabilities

· UPS has created strategic alliances with SAP, Oracle and eBay to offer fully-integrated web-enabled e-commerce solutions to its customers.  UPS Shipping and UPS Signature Tracking™ were introduced in 2001.  UPS.com has reduced calls to service centers by 13.2%.

Customers Relationships & Brand Equity

· UPS continually surveys its customers for 17 key service factors.  The company is known for its friendly delivery employees in familiar brown delivery vehicles, reliable service, a wide range of delivery options, and competitive pricing.

UPS has three operating segments: U.S. domestic package, international package, and non-package operations are discussed below the following figure.
Figure 1: Operating Segments
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Source: Company 10K

Domestic Package Operations
U.S. domestic package is the cash cow for UPS.  In 2001 this segment accounted for 78% of revenue and 91% of the company’s operating profit.  The familiar brown trucks service virtually all U.S. businesses and residences for packages under 150 pounds.  The core product offerings within this segment are the Next Day Air and the 2nd Day Air services.

International Package Operations
International package accounted for 14% of 2001 revenues and 3% of operating profit.  The division reached profitability in 1997 and will continue to grow as the company expands into new markets.  Management has recently intensified its focus on China in particular where they see significant growth opportunities.  Operating margins are expected to improve as the business matures and UPS gains incremental market share.

Non-Package Operations

In the first quarter, UPS announced the restructuring of its non-package businesses which include: UPS Logistics, UPS Freight Services, UPS Capital, UPS Consulting, and UPS Mail Innovations; these business units have been combined to form a new division called UPS Supply Chain Services.  The sales, marketing, IT, and finance resources of these groups have been combined to increase efficiencies.  This group accounted for 8% of 2001 revenue and 6% of operating profit.  The main component of the Supply Chain Services group is UPS Logistics.  The Logistics group, which was formed in 1995, has remained unprofitable.  Originally management expected the Logistics group to achieve profitability for the business unit in the fourth quarter of 2001.  In the first quarter of 2002 management revised their expectations to achieve profitability by the middle of this year.  Management plans to leverage the core brand and customer relationships to provide additional supply chain services to the company’s customer base.  


Recent Performance
UPS reported first quarter EPS of $0.50 versus the consensus of $0.47.  Management remains cautious with its guidance for the coming year based on economic factors and negotiations with the Teamsters.  Total operating revenue growth was lower than expected, but operating income was higher than expected, this was due to continued cost control measures.  International volumes continue to slow, but the company is seeing strong growth in its logistics revenue.  Management plans to see the breakeven point for the Logistics group in the near future.    

Recent News
May 31, 2002 – FedEx announced its first-ever cash dividend of $0.05 per common share and its plans to repurchase up to 5 million shares of the outstanding stock.

May 30, 2002 – According to the Air Transport Association, Air-Cargo volumes increased in April for the first time since January 2001.  Data comes from 18 carriers including FedEx and UPS.
 

May 21, 2002 – The Teamster’s voted to enable the union to strike if a contract cannot be reached with UPS.

March 20, 2002 – The European Court of Justice ruled in favor of UPS, fining Deutsche Post €24 million for engaging in predatory pricing.
 

Competitive Analysis
Competition:  High

UPS competes with FedEx Corp., the United States Postal Service, Airborne Express, Union Pacific, DHL Worldwide Express, Deutsche Post and TNT Post Group; as well as other smaller companies on a local regional, national and international basis.  With a market capitalization of $68 billion, UPS is the only true large-cap transportation company.  In addition, the Priority Mail rates of the USPS have increased sharply over the past two years, making UPS increasingly competitive with lighter packages.


The current market share that UPS holds for both ground and air express segments is shown in the figure below.

Figures 2a and 2b: Market Share 
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Source: Company 10K (2001)

Threat of New Entrants: Low

UPS’s extensive domestic air and ground small package network creates high barriers to entry that over time, will allow it to profitably offer a comprehensive menu of supply-chain solutions such as forwarding, supply-chain logistics, service parts logics, and financial products (from UPS capital).
  The company has a significant competitive advantage from its extensive ground network and integrated ground and air package delivery operations.

Threat of Substitutes: Moderate

With e-mail, fax machines, site accessibility, and new laws validating electronic signatures, the threat of substitutes is high in the document delivery industry.  But, most of UPS’s volume comes from parcel delivery which cannot be substituted.  In the first quarter of 2002 domestic package volumes were down 1.5% year-over-year.
  UPS is combating this by entering compatible markets like the transportation and logistics industries.  UPS has created a new Supply Chain Services group that will integrate the company’s forwarding, customer brokerage, logistics, and financing operations.  UPS is well positioned for this strategic effort and should continue to see growth.

Power of Buyers: Moderate

The power of buyers is high, not only do buyers have several choices when it comes to how to move information; they also have several choices for who will move their information.  Although with just a few players in the transportation industry customers have few options.  Recently the large companies have refused to sacrifice margins to increase volume.  Lower volumes both domestically and internationally have hurt UPS’s bottom line. 


Power of Suppliers: Low

UPS is often able to negotiate the best prices from a multitude of suppliers because of the company’s size.  Fuel prices are offset in part by hedging activities and the airplanes and ground vehicles are purchased through a competitive bidding process.

Critical Issues
Contract Negotiations

The Teamster’s National Master United Parcel Service Agreement signed in 1997 expires July 31, 2002.  The contract is the largest single employer collective bargaining agreement in the U.S.
  In 1997, UPS experienced a strike before the contract was signed; this strike was attributable to several factors that do not exist today.  See attached Merrill Lynch article.  Most analysts feel that a strike is highly unlikely based on the current financial standing of the Teamster’s, the fact that UPS does not guarantee jobs, and the positive relationship between the current leadership of the two entities.  Although, FedEx and Airborne expect to gain some package volume as shippers worry about the risk of a Teamster’s strike.
  

Fuel Costs

As we enter the “gas season” the margins for UPS’s ground transportation segment will be lower.  UPS has surcharges in place to offset fuel costs, but they do not completely offset increases in costs because they have a lag time before going into affect.  Hedging is used only moderately as more aggressive policies come with higher costs and only offset major swings in fuel costs.  Hedging costs are charges to the fuel expense account.

Interest Rates

On May 7, 2002 the Federal Open Market Committee decided to keep its target for the federal funds rate unchanged at 1 3/4 percent, which is the lowest in 40 years.
  But as the economy recovers rates are likely to increase. The potential for higher interest rates could lead to decelerated operating income for transportation stocks in 2003.  

S & P 500 Inclusion

UPS is a candidate for inclusion in the S & P 500, and meets all the key criteria (float, industry weighting, etc.) except trading volume as a percentage of total shares.  If UPS were added to the S & P 500 it would be No. 38 in the index, which as S & P has estimated, would trigger demand for 80-100 million shares.  Once the Teamster negotiations subside the company is expected to seek to improve trading liquidity in order to accelerate its inclusion in the index.


Underpricing of Express Services

In European Union, UPS faces what it feels is the underpricing of express services due to subsidized mail profits.  UPS has recently won a lawsuit against Deutsche Post and management continues to pursue legal and regulatory remedies to correct the situation.  The EU is one of UPS’s fastest-growing regions, the company offers guaranteed service to 700 cities compared to less than 50 for its closest competitor.  UPS seeks to serve the needs of the newly integrated EU.

Analytical Conclusion
Based on my analysis I believe that UPS is fairly valued.  The company is well positioned with a strong balance sheet and I see potential growth from both the Logistics group and from international expansion.  UPS has several competitive advantages that will carry it forward including its global scale, debt rating, product mix, cost management, and brand equity. 

Investment Recommendation
I recommend we hold all 500 shares of United Parcel Service.

Pros to Recommendation
· UPS is currently not included in the S&P 500 index, when it is eventually added, the company should see favorable price movement relative to the index.  Although, the company said that it has no reason to believe that this is a near-term event.

· As the only “true” large-cap transportation company, UPS is included in many large-cap mutual funds as part of their transportation segments.  According to analysts at Bear Sterns this could prove to provide some downside protection. See Market Cap Comparison Chart
· UPS is the only domestic integrated airfreight carrier to consistently generate substantial free cash flow and strong financial returns.

CONS to Recommendation
· Many analysts believe that at least part of the upturn in the U.S. economy is already priced in most stocks, if the economy takes another dip so will UPS.

· The negotiation with the Teamsters is expected to put some price pressure on the stock at some point over the next three months, but analysts for Bear Sterns feel that a strike is unlikely.

Financial Ratio Analysis
I selected FedEx as the main competitor for UPS.  UPS and FedEx are the most widely held stocks in the airfreight sector.

Table 2: Ratio Analysis

[image: image8.wmf]Ratio Analysis

FedEx

Industry

Market

2000

2001

2001

2001

2001

Liquidity

Current Ratio

1.58

1.64

1.14

1.69

1.37

Quick Ratio

1.12

1.22

0.99

1.50

0.90

Asset Utilization

Inventory Turnover

-

           

 

-

           

 

27.36

81.10

8.40

Total Asset Turnover

1.37

1.24

1.47

1.60

0.40

Debt Utilization

LT Debt/Equity

0.31

0.45

0.32

0.47

1.37

Total Debt/Total Assets

0.35

0.38

0.56

-

           

 

-

           

 

Profitability (%)

Gross Margin

74.7%

74.3%

62.5%

61.7%

47.3%

Operating Margin

15.2%

12.8%

5.5%

8.2%

5.1%

Net Profit Margin

9.9%

7.8%

3.0%

5.1%

2.3%

Return on Assets

13.6%

9.7%

4.4%

7.3%

0.9%

Return on Equity

30.2%

23.4%

9.9%

17.8%

5.0%

DuPont Analysis

Profit Margin

9.9%

7.8%

3.0%

61.7%

47.3%

Total Asset Turnover

1.37

1.24

1.47

1.60

0.40

Return on Assets

13.6%

9.7%

4.4%

7.3%

0.9%

Leverage Ratio

2.23

2.40

2.26

2.44

5.58

Return on Equity

30.2%

23.4%

9.9%

17.8%

5.0%

UPS

(from Hoover's)

United Parcel Service, Inc.


Source: Company 10K, Hoover’s Online.
Liquidity

UPS is more liquid than FedEx and is inline with the industry.  Both the Current and Quick ratios are higher for UPS, reflecting the company’s strong balance sheet.  This is also reflected in the company’s AAA/Aaa debt rating by Moody’s and Standard and Poor.

Asset Utilization

UPS does not hold any inventory, but its asset turnover is slightly below FedEx and both companies are below the industry average.

Debt Utilization

UPS has considerably less debt than FedEx which is incredible considering the market capitalizations of the two companies.  It is unlikely that UPS will loose its debt rating and in this difficult economic environment that cannot be said for many companies.  Management has indicated that it will use the company’s free cash flow to continue to pay down debt, so the debt utilization ratios should continue to improve.

Profitability

UPS manages its operating and fixed costs very effectively and takes advantage of economies of scale.  The company’s profit margin is much higher than both FedEx and the Industry.  

DuPont Analysis

UPS has a much higher ROA and ROE than both FedEx and the industry.  FedEx lags the industry in these areas.  

Pro Forma Assumptions
Revenue

In 2001, UPS generated revenues of $30.6 billion and delivered more than 3.4 billion packages and documents worldwide.  Management indicated in its February conference call that it expects a 50-60% increase in international profitability.  In 2001, Operating income was higher than expected due to strong cost control, this offset the lower operating revenue growth.

Expenses

· Fuel Costs - UPS has surcharges in place to offset fuel costs, but they do not completely offset increases in costs because they have a lag time before going into affect.  Hedging is used only moderately as more aggressive policies come with higher costs and only offset major swings in fuel costs.  Hedging costs are charges to the fuel expense account.

Capital Expenditures

Capital expenditures for 2002 are expected to be under $2 billion.

The following figure breaks down the 2002 estimated capital expenditures into four categories: aircraft, buildings, information technology, and vehicles.

Figure 3: Estimated Capital Expenditures
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Source: Company 10K (2001)
Share Repurchases

Management repurchased about 4 million shares of stock during the first quarter and planes for an additional $950 million.

Excess Capacity

The company has excess capacity, if package delivery picks up, the company will benefit by higher margins.

Accounting Changes

UPS is now reporting its logistic revenues on a net instead of gross basis.  This change reduced both the revenue and expense reported in the first quarter by $75 million.  The reclassified revenue categories will enable investors to more accurately track year-over-year revenue growth for UPS freight forwarding and logistics operations.

Debt Rating

UPS has a AAA debt rating.

Conservative Accounting

UPS has a slightly more conservative accounting policy with regards to pension costs and stock options as compared to FedEx.  UPS uses a lower discount rate and a lower expected rate of return for its pension assets.

Valuation Assumptions
Risk Free Rate – 4.5%

Historical Risk Premium – 6.6%

Beta – 0.765 (Bloomberg)

Price/Earnings Ratio – 29 

· Relative to FedEx, UPS’s P/E is near an all time low.  The current relative P/E suggests that the market is not rewarding UPS for the higher returns and its margins, which are 100% higher than FedEx’s.  The analyst for JP Morgan stated that once labor negotiations subside, this temporary situation will diminish.  UPS still carries an above market P/E ratio, I agree with the S&P analysts who said that this reflects UPS’s “image as an Internet play, rather than the Big Brown Giant freight company of old.”
  Today airfreight stocks are trading at an average P/E ratio of 24.1; I assume UPS will maintain a premium over the group.  

JP Morgan expects a renewal of the Teamster’s contract to put pressure on FedEx’s valuation and to prove a catalyst for UPS’s stock price.  In 1997, FedEx declined 26% from, a high of $41.28 to a year-end price of $30.53 following the UPS/Teamster’s settlement in August 1997.

The following figure compares the market capitalization of UPS to one of its rivals, FedEx.

Figure 3: Market Capitalization
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analysts’ Estimates
The following table reports the most recent analysts’ estimated for UPS.
Table 3: Analysts’ Estimates
[image: image11.wmf]United Parcel Service

EPS Estimates

2002

2003

2004

Bear Sterns

$2.30

$2.50

BB&T Capital Markets

$2.27

$2.59

Buckingham Research Group

$2.45

$2.75

Goldman Sachs & Company

$2.26

$2.57

JP Morgan

$2.25

$2.65

Lazard Freres & Company

$2.22

$2.50

McDonald Investments, Inc.

$2.32

$2.70

Beta Estimates

Merrill Lynch & Company

$2.30

$2.65

2001

Quicken

High 

$2.45

$2.75

CNN Money

Low

$2.03

$2.50

Bloomberg

0.765

Consensus

$2.26

$2.61

Hoovers

0.60

Vanguard

EIF Analyst:

EIF Analyst:

Nicholas Finn

$2.95

Nicholas Finn

1.00

Benedict Braus

$2.86

$3.02

Benedict Braus

0.70

Joy Davis

$2.70

$3.01

Joy Davis

1.00

Ajay Jamuar

$2.29

$2.71

Ajay Jamuar

0.805

Wendy M. Jeffus

$2.30

$2.59

$2.85

Wendy M. Jeffus

0.765


Source: Various Reports, FirstCall

Pro Forma & Common Size Income Statements

Valuation Model
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