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• Sector Review

• Discussion of Stocks

• Business Analysis

• Financial Analysis

• Valuations

• Final Recommendation
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Sector Review
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Industrials within SIM Portfolio
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Sector S&P 500 Weight SIM Weight +/-
Information Technology 27.94% 25.37% -2.57%
Financials 11.41% 13.02% 1.61%
Health Care 13.02% 13.65% 0.63%
Consumer Discretionary 12.82% 11.75% -1.07%
Consumer Staples 5.60% 5.63% 0.03%
Industrials 8.03% 8.07% 0.04%
Energy 2.86% 4.19% 1.33%
Utilities 2.41% 1.89% -0.52%
Materials 2.49% 3.23% 0.74%
Communication Services 10.83% 11.23% 0.40%
Real Estate 2.59% 1.98% -0.62%

Total 100.00% 100.00% 0.00%

Securities Allocation
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SIM Industrials 
Stock Analysis
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Business Analysis,
Financial Analysis,
& Valuation
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Business Comparison
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Farm & Heavy 
Construction Machinery

Farm & Heavy 
Construction Machinery

Integrated Freight & 
Logistics

Airlines

LTM Gross Margin:
32.4%

LTM Gross Margin:
26.5%

LTM Gross Margin:
27.8%

LTM Gross Margin:
2.1%

LTM Revenues:
$44.0B

Market Cap:
$108.3B

LTM Revenues:
$48.4B

Market Cap:
$107.0B

LTM Revenues:
$86.6B

Market Cap:
$64.0B

LTM Revenues:
$19.9B

Market Cap:
$13.1B
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Business Comparison
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Business Overview – Deere and Co.
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Financial Overview - Deere & Co.
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Income Statement (In Millions) 10/30/16 10/29/17 10/28/18 11/3/19 11/1/20 10/31/21

Total Revenues 26,549 29,071 37,318 39,233 35,514 44,024
   % Change YoY -7.80% 9.50% 28.40% 5.10% -9.50% 24.00%
Cost of Goods Sold -18,183 -19,835 -25,571 -26,787 -23,460 -29,124

Gross Profit 6,154 6,778 8,985 9,187 8,955 14,257
   % Change YoY -9.30% 10.10% 32.60% 2.20% -2.50% 59.20%

   % Gross Margins 23.20% 23.30% 24.10% 23.40% 25.20% 32.40%
Selling General & Admin Expenses -2,275 -2,494 -2,897 -3,008 -2,747 -3,243

R&D Expenses -1,394 -1,357 -1,658 -1,782 -1,589 -1,587

Other Operating Expenses -131 -1 -271 -87 -71 -988

Other Operating Expenses -3,800 -3,852 -4,826 -4,877 -4,407 -5,818
Operating Income 2,354 2,926 4,159 4,310 4,548 8,439
   % Change YoY -10.00% 24.30% 42.10% 3.60% 5.50% 85.60%

   % Operating Margins 8.90% 10.10% 11.10% 11.00% 12.80% 19.20%
Interest Expense -227 -230 -268 -232 -305 -845

Interest And Investment Income 16 17 14 25 26

Income (Loss) On Equity Invest. -2 -24 27 21 -48 21

Currency Exchange Gains (Loss) 75 -107 196 97 122

Income Tax Expense -700 -971 -1,727 -852 -1,082 -1,658

Net Income 1,524 2,159 2,368 3,253 2,751 5,963
Preferred Dividend and Other Adjustments -1

Net Income to Common Incl Extra Items 1,523 2,159 2,368 3,253 2,751 5,963
   % Net Income to Common Incl Extra Items Margins 5.70% 7.40% 6.30% 8.30% 7.70% 13.50%
Net Income to Common Excl. Extra Items 1,523 2,159 2,368 3,253 2,751 5,963
   % Net Income to Common Excl. Extra Items Margins 5.70% 7.40% 6.30% 8.30% 7.70% 13.50%
Supplementary Data:

Diluted EPS Excl Extra Items 4.81 6.68 7.24 10.15 8.69 18.99

   % Change YoY -16.60% 38.90% 8.40% 40.20% -14.40% 118.50%
Weighted Average Diluted Shares Outstanding 317 323 327 321 317 314

   % Change YoY -5.80% 2.10% 1.20% -2.00% -1.20% -0.80%
Weighted Average Basic Shares Outstanding 315 320 323 317 314 312

   % Change YoY -5.50% 1.40% 1.00% -1.90% -0.90% -0.60%
Dividends Per Share 2.4 2.4 2.58 3.04 3.04 3.61

   % Change YoY 7.50% 17.80% 18.70%

Payout Ratio % 50.00% 35.40% 34.00% 29.00% 34.80% 17.40%

Basic EPS 4.83 6.76 7.34 10.28 8.78 19.14

EBITDA 3,812 4,524 5,941 6,179 5,450 10,489

   % Change YoY -2.10% 18.70% 31.30% 4.00% -11.80% 92.50%

Deere & Co. Income Statement
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Valuation – Deere & Co. 
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Deere and Co. (DE)

Analyst: Frank Geib Terminal Discount Rate: 8.5%
Date: 12/6/2021 Terminal FCF Growth: 3.5%

Numbers in millions except per share amounts
Year 2022E 2023E 2024E 2025E 2026E 2027E 2028E 2029E 2030E 2031E

Revenue 47,200        48,500       50,925       53,471           56,145           58,391           60,726           63,155           65,681           68,309           
  % Growth 2.8% 5.0% 5.0% 5.0% 4.0% 4.0% 4.0% 4.0% 4.0%

Operating Costs (Includes COGS & Interest Payments) 38,704        40,013       41,249       43,312           46,039           47,880           49,796           52,419           54,516           56,696           

Income Before Taxes 8,968          9215 9,676         10,160           10,106           10,510           10,931           10,736           11,166           11,612           
   Margin 19.0% 19.0% 19.0% 19.0% 18.0% 18.0% 18.0% 17.0% 17.0% 17.0%

Taxes 1,784          1,782         2,032         2,134             2,122             2,207             2,295             2,255             2,345             2,439             
  Tax Rate 19.9% 19.3% 21.0% 21.0% 21.0% 21.0% 21.0% 21.0% 21.0% 21.0%

Net Income 6,712          6,705         7,644         8,026             7,984             8,303             8,635             8,482             8,821             9,174             
  % Growth -0.1% 14.0% 5.0% -0.5% 4.0% 4.0% -1.8% 4.0% 4.0%

Add Depreciation/Amort 2,360          2,425         2,546         2,674             2,807             2,920             3,036             3,158             3,284             3,415             
  % of Sales 5.0% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0%
Plus/(minus) Changes WC (100)            (100)           (102)           (107)              (112)              (117)              (121)              (126)              (131)              (137)              
  % of Sales -0.2% -0.2% -0.2% -0.2% -0.2% -0.2% -0.2% -0.2% -0.2% -0.2%
Subtract Cap Ex 3,540          3,638         3,819         4,010             4,211             4,379             4,554             4,737             4,926             5,123             
  Capex % of sales 7.50% 7.50% 7.50% 7.50% 7.50% 7.50% 7.50% 7.50% 7.50% 7.50%
Free Cash Flows 5,432          5,393         6,269         6,582             6,468             6,727             6,996             6,777             7,048             7,330             
  % Growth -1% 16% 5% -2% 4% 4% -3% 4% 4%

NPV of Cash Flows 41,773        36%

NPV of terminal value 72,808        64% Terminal Value 151,721         
Projected Equity Value 114,581      100%
Free Cash Flow Yield 4.91% Free Cash Yield 4.83%

Current P/E 16.48 16.48 16.49 Terminal P/E 16.5
  Projected P/E 17.07 17.07 17.09

Shares Outstanding 311.5

Current Price 355.00$      Sensitivity Analysis on Share Price
Implied equity value/share 367.84$      
Upside/(Downside) to DCF 3.6% Terminal Discount Rate

367.84$         7.5% 8.0% 8.5% 9.0% 9.5% 10.0% 10.5%
Debt 46,295        Terminal 2.0% 368.23$         337.41$         311.29$         288.87$         269.41$         252.37$         237.30$     
Cash 7,707          FCF 2.5% 392.22$         356.67$         327.00$         301.85$         280.26$         261.51$         245.09$     
  Cash/share 24.74$        Growth 3.0% 421.54$         379.79$         345.56$         316.99$         292.77$         271.97$         253.91$     

3.5% 458.19$         408.04$         367.84$         334.88$         307.36$         284.03$         263.99$     
4.0% 505.31$         443.35$         395.06$         356.35$         324.61$         298.10$         275.62$     
4.5% 568.13$         488.75$         429.09$         382.59$         345.31$         314.73$         289.19$     
5.0% 656.09$         549.29$         472.85$         415.40$         370.61$         334.69$         305.23$     
5.5% 788.02$         634.04$         531.19$         457.57$         402.23$         359.08$         324.48$     
6.0% 1,007.91$      761.16$         612.86$         513.80$         442.89$         389.58$         348.00$     
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Overview of Caterpillar's Business Segments
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Construction Industries
43% of sales in 2020

Resources Industries
18% of sales in 2020

Energy and Transportation
34% of sales in 2020
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Competition of Caterpillar
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Market Leader in Size and Cash Flow.
Absolutely No.1 in Construction Equipment Manufacturing industry
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Investment Thesis: A NEW INDUSTRIAL REVOLUTION 
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Short-term: Economic Growth
• Recovering economy
• Rising commodity prices and miners' expenditure plan 

Mid-term: Infrastructure Plan
• 33% of total CAT revenue will be benefited directly or indirectly

Long-term: Technology Revolution
• $35 Billion from Autonomous in 10 years
• 120K unites potential sales from green energy products sales in China (5 years)
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Short-term Economic Growth:
Increasing Needs in Emerging Market 
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Short-term Economic Growth:
Rising Commodity Price Spurs Mining Business Demand 
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Mid-term Infrastructure Plan:
33% of the total revenues of CAT will benefit from the bill
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Long-term Technology Revolution:
Automation Brings $35 Billion Opportunities in 10 years 
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Why Automation? Safe and Save! Working 24*7 without fatal accidents 

• The global mining equipment market: $130 billion by 2050 (9% CAGR)
3% Related to Automation 

• The global construction equipment market: 5% CAGR in the next 5 years
2%-4% Related to Automation 

• Energy & Transportation business might approach $5 billion by 2030 
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Long-term Technology Revolution:
The Chinese Electrical Products Market Looks Promising 
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China: “carbon emission peak” goal by 2030, and the “carbon neutral” pledge 
by 2060

As government guidance, electric-powered car sales must have reached 60% 
and 50% of all heavy vehicle sales must be electric by 2035 

We anticipate that by 2025, electric manufacturing and sales of those four 
categories of construction vehicles would reach 120,000 units, with a 25% 
penetration rate 
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Comparable Company Valuation: $239.56 
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DCF Valutaion: $241.24, Up 17.9% - HOLD
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Target: $241.24
Range: $135.18 – $2791.8

Current: $204.49
52W Range: $151.16 – 244

Potential: Up 17.9%

Risk:
Economic Growth
Lower Demand
More Competition in tech
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Overview FedEx
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FedEx Overview
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FedEx Valuation
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Business Overview – United Airlines
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Key Business Drivers
• Pandemic – Omicron variant

The newest variant is concerning for many reasons. Even if it does not 
cause another lockdown, cautious travelers will be less inclined to travel. 
With Biden's current requirements in place for air travel that travelers be 
masked and get tested within a day of traveling

• Demand – Business travel down
Business travel accounts for only 12% of airline passengers, but it makes 
up over 50% of profits, with some airlines seeing as much as 75% of 
profits from business travel. This has not rebounded since the start of 
the pandemic, as more companies are choosing Zoom over expensive 
trips.

• Economic – Infrastructure bill
One positive driver for the airline industry is the recent infrastructure bill 
that was passed which sets aside $20 million for airlines to update their 
infrastructure over the next five years. However, this does not seem to 
outweigh the current turmoil related to the pandemic.
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Financial Overview - United Airlines
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Valuation – United Airlines

32

Target Price: $47.27
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SIM 
Recommendation
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Recommend Maintaining Industrials In Line w/ S&P at ~8%
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Current Price $355 $204 $247 $44.73

Current SIM Weighting 1.28% 1.01% 4.15% 1.64%

Recommendation Hold Hold Hold Hold

Proposed SIM Weighting 1.28% 1.01% 4.15% 1.64%

Target Price $368 $241 $281 $47.27

Expected Return 3.7% 18.1% 13.8% 5.7%

Key Catalyst Rising Crop Prices
Rising Infrastructure 

Spend
Continual E-commerce 

Growth
No International Travel 

Restrictions

Primary Risk
Equipment demand 

cyclically softens after 
strong buying period 

Equipment demand 
cyclically softens after 
strong buying period 

Slowing Economic 
Activity

Sustained COVID 
restrictions in the future

SIM Industrials Recommendation Table
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Questions?
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