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0 Executive summary

Argo Management Partners, Inc. (Argo) is a search fund founded by two Kellogg alums; Daniel Campbell and John Fitzgerald.  Our analytical finance project revolved around examining whether or not Argo should bid (shortly) for a specialty metal packaging (C&SD) division of a large industrial concern.  

After performing a detailed industry analysis (encompassing an external factor, demand, supply and competitor analysis), company evaluation (strengths, weaknesses, opportunities, threats) and financial valuation, we are of the view that Argo should bid between $10.1 ~ $11 Million on the conservative low-end or aggressively $12 ~ $14 Million if it may be deemed that certain performance initiatives can be realistically achieved.
· This company meets their investment criteria
 by: being privately held, having sales in the tune of $50 Million, EBITDA of at least $1.5 Million and concentrating on ‘niche’ manufacturing. 

· C&SD operates in an industry that exhibits a stable growth rate and has a market size of approx. $1.2 billion.  With sales of approx. $51 Million, C&SD has considerable room for growth in the future. 

· Steel prices (main raw material) are expected to continue their downward trend in the future, thereby, improving this industry’s performance. 

· C&SD’s SWOT analysis reveals that it may be a bit ahead of the competitive curve owing to its: lithographic capabilities, long term relationships with its clients and experienced sales managers.

· While C&SD lags behind the competition in terms of its financials, the ‘Performance Improvement Plan’ (PIP) being pitched by existing management is likely to correct this aberration in the future. 

· A thorough financial analysis, based on various approaches, provides a liquidation value (forced sale) of $10.1 Million while the DCF approach yields a $21 Million value based on the PIP.  

Therefore, we feel that if Argo is able to procure the C&SD division between the price ranges highlighted above, it would be able to recoup its investment if things don’t go according to the plan. On the other hand, it would be able to make a handsome gain if the workable PIP plan is indeed successful. 

1 Industry analysis

1.1 Industry characteristics

The metal packaging industry is highly fragmented with a mix of very large, multinational competitors and small, local companies. The industry can be segmented into three product lines that have different producer-consumer relationships.  These segments consist of beverage can production, food can production and specialty metal packaging.  Beverage cans and food cans tend to be high volume, commodity items with limited customization required.  However, specialty packaging tends to be low volume batch runs custom made to a customer’s specifications.  This difference in product requirements allows the large competitors to coexist in the marketplace with the smaller competitors.

Metal packaging is a mature industry that is very capital intensive.  It requires significant investments in machinery to produce the products.  This makes entry into this market difficult, especially with the weak economic climate of the past few years.  As a result, there has been a trend of consolidation within the industry.  Larger competitors are acquiring smaller companies and their customers’ in-house packaging divisions at a fast pace.  While much of the beverage and food can products are considered commodities and can benefit from economies of scale production, the cost of transporting empty containers prohibits the ability of can producers to manufacture all the cans in a centralized plant.  As a result, the can production plants have mushroomed throughout the country, located close to their principal customers.

For specialty metal packaging, customers require individualized attention and value the close proximity of the production plants to their facilities.  As with beverage and food cans, costs are minimized by avoiding the transportation of empty containers.  These companies are both publicly held and privately held, with the publicly held companies selling the highest volume of products.  Due to the cyclicality of the industry, there has been considerable consolidation within the industry and a glut of production capacity.

Industry characteristics synopsis: We distinguish in our analysis between metal packaging and specialty metal packaging. While the first segment is rather consolidated and the industry dynamic is cost driven, the latter segment is fragmented and the focus is set on differentiation. 

1.2 Business cycle reaction

The chart below compares various packaging companies
 with the S&P 500 index:
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Specialty metal packaging is closely linked to the market for cosmetics and candies. Therefore It can be assumed that special metal packaging is more reactive to trends in the overall economy than beverage cans or food cans. The charts below compare the stock price development of cosmetic
 and candy
 companies with the S&P 500 index:
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Business cycle synopsis: There is no data available for pure specialty metal packaging companies. It can be assumed that such packaging is more reactive to the business cycle than general packaging since its end-market is more volatile than the beverage and food can production.

1.3 Life cycle phase

Metal packaging is a mature industry
 and growth corresponds in general to expansion of the economy. In specialty metal packaging, above-average growth is still possible, but it has to come from differentiation (e.g. positioning in the upscale segment by developing very special design or manufacturing capabilities) or trough acquisitions.
Life cycle synopsis: Metal packaging is a mature industry and grows in line with the economy. In order to achieve higher growth the company needs to differentiate successfully within the specialty metal packaging industry.

1.4 External factor review

1.4.1 Technology – New developments in packaging

Technology drives the developments in the specialty packaging industry.  As customers demand more distinctive packaging for their products and promotions, packaging producers must invest in technology to stay competitive. The section below describes various technological trends within the industry:

Digital printing and laser engraving

Laser engraving is a special laser application to create high quality, fine detail designs on ‘filled in’ promotional tabs (first developed for Heineken Holland) combined with a software program for printing sequential or random numbers.  This technology is proving highly successful for building web linked promotions and competitions.

Self-heating and self-chilling packaging

Self-heating cans have been available for years, but a growing interest in specialty packaging can be observed. The general trend in food and beverage market is for packaging that offers differentiation through a combination of improved safety, additional functionality and added convenience.

Packaging that alerts the consumer to the condition of food

The food industry is adept at controlling conditions at the food plant and, to a lesser degree, at the supermarket. There is evidence that it is much less able to control the actions of consumers. Within the next few years the advent of packaging that alerts the consumer to the condition of food products is widely expected. 

Technological development synopsis: The most relevant technology trends for specialty packaging are the developments in printing. High quality and fine detail designs are critical for successful differentiation. 

1.4.2 Trends

Metal packaging may have been around for a long time, but today’s highly customer-focused approach and world class manufacturing techniques reflect modern values and responsiveness. Current trends in fashion and interior design reflect an on-going love affair with all things metallic and have brought potential for metal packaging in new markets, particularly cosmetics and promotions. Promotional metal packaging producers are aggressively pursuing these opportunities and persuading marketers to either use metal for the first time or to choose metal in the place of more traditional packaging materials. Traditionally, specialty and promotional packaging has relied on superb printing and embossing to enhance tinplate and aluminum containers. But recently, packaging shaping has proved valuable for product and brand differentiation. Now, texture and novelty finishes are providing new opportunities for brand enhancement. Customers are experimenting with new finishes and holograms to give a ‘wow’ factor to established shapes and colors. Tactile and novelty packaging for luxury items is expected to explode in 2003/2004, becoming a major trend that will move into new markets. In the 21st century there is much latent opportunity for metal.

Trends synopsis: The trend of using metal for promotional packaging and novelty packaging for luxury items is expected to grow. However, fashion trends and consumer taste is difficult to predict and can easily shift away.

1.4.3 Regulation - Recycling

The metal packaging chain has been working for many years to put in place an infrastructure to meet the logistical implications of recycling. Both the steel and aluminum industries have sufficient reprocessing capacity to meet even the most ambitious targets and are able to utilize all collection methods. However, the burden of environmental regulation will continue to rise and, as far as packaging is concerned, the industry must be prepared for substantial increases in direct and indirect costs. Nevertheless, the metal packaging industry is in an excellent position to respond to the challenge.

Regulation synopsis: New regulation within the metal packaging industry is likely to increase the targets for recycling. The industry is well prepared for new challenges and specialty packaging is less affected due to lower volumes and longer durability of products than general packaging.
2 Demand analysis

2.1 Market size

The firm being evaluated is currently a ‘custom & specialty’ metal packaging division (C&SD) of a large concern that produces specialty & food, tins & cans. A detailed break-up of its product line is as follows:  

1. Industrial tin line primarily consists of specialized rigid packaging for the chemical and military industry, in addition to the paint and general industry. 

2. Decorative product line is the largest unit and represents approximately 41% of sales for the company.  It features a wide array of shapes and sizes, including round and off-round tins that are used to package a wide variety of products from foods to cosmetics as well as apparel and toys.
3. Hermetic tins are used for coffee, infant formula, nuts, seafood and lubricants. These cans are predominantly employed in vacuum-packed applications in which an air-tight environment is essential.
4. Seamless tins are used for packaging mints, candies, spices ointments, caviar, coffee, tea, various food applications, candles, cosmetics, balms, bath & body products, compact disks, solder pastes, automotive waxes, ant & bait traps, promotional products and gift packaging.
The graph below breaks up C&SD’s product line to show their contribution to the overall sales revenue. 

[image: image4.emf]Custom & Speciality Unit Volumn

Seamless

13%

Industrial

13%

Decorative

42%

Hermetic

32%


Given the ‘niche’ specialty markets in which the firm is operating, it is difficult to estimate relevant market size.  However, we have tried to calculate this number using the following methodology: 

Step 1: Estimate size of packaging industry:  The size of worldwide packaging industry
 is estimated at approximately $200 billion with U.S. accounting for approximately $100 billion. 

Step 2: Estimate size of metal packaging industry: The packaging industry is further sub-divided into metal, paper, glass, flexible and polyethylene teryphthalate (PET) plastic packaging. The following pie chart gives a breakup of these segments and their relevant market size. 
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       Source: Lehman Brothers, Metal Packaging Report: April 2003

Step 3: Examine components of metal packaging industry: Thus we find that the total size of the metal packaging industry within the U.S. is approximately $11 billion ($100 Billion x 11%).  For the purpose of our analysis, we need to further break down the metal packaging market into its sub-components, eg. beverage cans, food cans, etc. 

As the graph (drawn below) depicts, the major metal packaging products include beverage (approx. $7 billion) and food cans (approx. $3 billion) that combined account for approximately $10 billion of the total $11 billion metal packaging industry.  The ‘other’ category is comprised of aerosol, specialty and ‘other’ types of metal cans, wherein aerosol containers account for approximately 50% of the ‘others' category.  Therefore, the size of the non-aerosol specialty packaging market is approximately $500 million. 
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                                                  Source: Lehman Brothers, Metal Packaging Report: April 2003

Step 4: Examine components of metal food cans industry: Since C&SD specializes in specialty and certain types of food cans, we also need to further examine the various components of the ‘Metal Food Can’ industry. 
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                                                Source: Lehman Brothers Report: April 2003

An examination of the above bar graph reveals that Vegetables / Juices account for 34% of the total food cans business, followed by Pet Products (22%), other food (14%), Dairy (8%), Fruit (7%), Meat (6%), Seafood (4%), Baby (3%) and Coffee (2%).  C&SD Corp. produces baby, coffee, seafood and other food cans; thereby, operating in approximately 23% ($3B x 23% = $700 Million) of the food cans market. 

Step 5: Estimate total market size: After performing the above analysis, we feel that the total market in which C&SD Corp. is competing is approximately $1.2 billion ($700 Million of Food Cans and $500 Million of specialty cans).  

2.2 Growth – Profitability Analysis: 

The diagram drawn below shows the expected growth rates and EBIT margins of various packaging products.  Flexible Packaging and Pumps /Sprays are in the High Growth and High Margin quadrant while Food & Beverage Cans lie in the Low Growth / Low Margin quadrant. We expect specialty packaging to exhibit High Margin and Low Growth characteristics.  The reason for high margins lie in the fact that specialty packages have more ‘value added’ attached to them compared to a simple commodity metal package. Likewise, the growth rate in this industry is quite low leading to the specialized nature of the product.
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 Demand Synopsis: C&SD, with of approximately $51 Million, is competing in an industry with a market size of approximately $1.2 billion. Thus, there lies an ‘upside’ potential for the firm to grow its sales in the future as they currently hold approximately 4.3% of the market share. 

3 Supply analysis

The primarily raw material for food and special metal packaging is tinplate.  It is a ‘low-carbon’ steel coated with a thin layer of tin.  Most major steel mills worldwide produce tinplate.

3.1 U.S. Steel Industry Overall 

The domestic steel industry is highly fragmented and competitive.  In 2001, the U.S. steel industry, with a total capacity of 125.5 million tons per year, comprised of 21 producing companies, of which the largest three accounted for 33% of total U.S. industry shipments.  This industry is undergoing a technological and structural transition and severe competition is forcing consolidation. Following significant downsizing, integrated steel makers accounted for a little more than half of U.S. raw steel production, with newer mini-mills representing the balance.

3.2 Recent Developments 

Following severe deterioration in 2001, domestic steel industry experienced a partial recovery in 2002.  However, as depicted below, the meager rebound in steel price in 2002 is not likely to continue into 2003 as the price of this metal has continued to fall during the current year. .
[image: image8.emf]Steel Prices ($ / Ton)

0

50

100

150

200

250

300

350

400

Apr-

97

Oct-

97

Apr-

98

Oct-

98

Apr-

99

Oct-

99

Apr-

00

Oct-

00

Apr-

01

Oct-

01

Apr-

02

Oct-

02

Apr-

03


                             Source: Metal Industry Commentary, McDonald Investment, April 2003

The current forecast of 3% GDP growth is not enough to overcome the negative impact of rising steel supply and expected weakness in the automotive market.  Currently, the industry is under pressure of overcapacity with an operating rate of only 79.2% and the supply is expected to increase even more due to the revival of bankruptcy facilities and rising imports as tariff pressures ease.  The Bush administration placed tariffs of up to 30% on most kinds of steel imported for three years under the Section 201.  However, the highest tariffs were only in effect for 2002.  Thereafter, the tariffs are set to decline.  For example, the tariff on carbon flat roll steel was 30% in 2002, but declines to 24% in 2003 and 18% in 2004.

3.3 Long-term Industry Trends

The three major long-term trends shaping the steel industry are new manufacturing technology, foreign competition and materials substitution. 

In the late 1980s, the advent of thin slab casting technology – a refinement of continuous casting- allowed mini-mills to compete in the carbon sheet and strip products market, the largest market fully controlled by the integrated producers.  Thin slab casting technology will make continued gains in the sheet market with its cost advantage.  Also, a permanent reduction in domestic steel production, especially with the high-cost traditional integrated steel makers, will be inevitable via mergers or through involuntary shutdowns or bankruptcy. 

Foreign steel has taken a substantial bite out of the domestic market.  In 2001, steel imports totaled 30.1 million tons, or 24.4% of the 123.4 million tons consumed.  As is depicted in the diagram drawn below, the world production of steel in 2001 totaled 908 million tons, of which U.S. production was approximately 99 million tons (11% of total).  If domestic production continues to contract, foreign steel will play an increasingly major role in supplying the U.S. market.  
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Another important factor in steel demand is the availability of substitute products.  Steel competes with other industrial metals such as aluminum and nonmetallic materials like plastics, glass, and ceramics.  In automotive and other manufacturing applications, competition among different kinds of materials is intense.   

Supply Synopsis: The rising steel supply (company’s primarily raw material) together with excess capacity and a down-ward pressure on tinplate prices will result in positive effects on C&SD’s financial performance in the future. 

4 Competition analysis

C&SD primarily faces two types of competitors.  One type comprises of private specialty packaging concerns that operate on a small scale and have a limited client base (like C&SD).  The other type comprises of large public concerns that produce an array of packaging, including specialty packaging.  

4.1 Private Companies:  

As mentioned earlier, the firms which fall into this bucket are privately held and operate on a small scale within a limited geographic region.  The five major players within this category include: C&SD, Independent Cans, J.L. Clark, Allstate Can and CMB.   C&SD is regarded as the biggest (in terms of revenue) within this particular category.  Since all these companies are privately held, we were unable to obtain their financial statements in order to evaluate their performance vis-à-vis CS&D’s. 

4.2 Public Companies:  

This bucket comprises of a number of concerns that produce a wide array of packaging.  After carefully analyzing each one of these, we have selected four companies that we feel are most comparable to C&SD.  A brief description of these follows.  Kindly refer to Exhibit 1 to examine key financials of these companies. 

AptarGroup: AptarGroup, Inc. (ATR) operates in the packaging ‘components industry’, which includes the development, manufacture and sale of consumer product dispensing systems made of metal. The Company is organized into five business units that sell value-added dispensing systems to global consumer product marketers. These business units all require similar production processes, sell to similar classes of customers and markets, use the same methods to distribute products, operate in similar regulatory environments and are similar in all aspects of business except historical economic performance. 

Ball Corporation: Ball Corporation (BLL) is a manufacturer of metal and plastic packaging, primarily for beverages and foods. The Company's businesses are comprised of two segments: North American packaging and international packaging. North American packaging consists of operations in the United States and Canada, which manufacture metal and polyethylene teryphthalate (PET) plastic containers, primarily for use in beverage and food packaging. International packaging, with operations in several countries in Europe and the People's Republic of China (PRC), includes the manufacture and sale of metal beverage container products in Europe and Asia, as well as plastic containers in Asia. 

Crown Cork & Seal: Crown Holdings Inc., formerly Crown Cork & Seal Company, Inc., (CCK) is engaged in the manufacture and sale of rigid metal and plastic packaging, including metal and plastic closures. Company's products include steel and aluminum cans for food, beverage, brewing, household and other consumer products; plastic containers for beverage, processed food (human and pet), household and other products; metal and plastic packaging products for health and beauty care applications including cosmetics and fragrances; metal specialty, promotional and industrial packaging products. The firm is organized on the basis of geographic regions with three reportable segments: Americas, Europe and Asia-Pacific.

Sealed Air: Sealed Air Corporation (SEE), operating through its subsidiaries, is engaged in the manufacture and sale of a wide range of food, protective and specialty packaging products. SEE operates in two business segments: Food Packaging, which provides a variety of flexible films, bags and associated packaging and absorbent pads, and Protective and Specialty Packaging, which include its cushioning and surface protection products and certain other products. Sealed Air conducts substantially all of its business through two direct wholly owned subsidiaries, Cryovac, Inc. and Sealed Air Corporation (US). 

4.3 Competitive Tactics:  

Can produce do compete on price, but with the introduction of lean manufacturing practices, customers also value reliability.  These customers won’t switch can suppliers without consideration of the costs and time of retooling required for the can manufacturer.  But, when new product lines or new package types are desired, the customers will shop around for a lower cost manufacturer that has the production and graphics capabilities which they desire.

5 Company analysis

C&SD is the smallest metal packaging division of its parent company, contributing less than 7% of total revenues. Company management has therefore deemed it to be a non-core asset that is not part of the company’s overall growth plans.  This assessment, however, does not mean that the division is devoid of profitable business opportunities given the appropriate business model & mgmt. structure.  In order to adequately examine the potential opportunities resulting from an acquisition of the C&SD, we performed a SWOT analysis to assess the relative strengths, weaknesses, opportunities and threats.

5.1 Strengths

CS&D’s strengths lie primarily within its newly developed state of the art lithographic
 printing capabilities.  Its parent company invested $2.4 Million in equipment during 2002 at its New Castle, PA facility to significantly enhance capacity and efficiency. The enhanced lithographic capacity will enable the firm to perform all of its printing in house and internalize a production step that was formerly outsourced.  

Subject’s strong customer base includes clients such as Liz Claiborne, 3M and Wal-Mart. Over 80% of C&SD’s total 2002 revenue is in long-standing relationships in excess of 5 years that provide it with a stable and predictable revenue stream.  Several of its key client relationships currently extend beyond 15 years.  Further strengthening the revenue stability are patents that it possesses on certain distinct cosmetic and food packages.

Another key strength of the C&SD is the geographic positioning of its two manufacturing plants.  The Baltimore, MD and Chicago, IL area facilities provide a presence in the highly populated Eastern seaboard and Midwestern areas of the U.S.  Key geographic locations will enable the C&SD to minimize transportation costs to its end customers. 

The highly experienced C&SD sales force comprises of six professionals who average over 20 years of service per employee.  This critical component provides an invaluable knowledge base on client needs and desires that may ultimately lead to future revenue growth and increased profitability.  The company also possesses a strong library of licensed artwork that provides an extensive selection of contemporary and traditional designs for printing on the packaging medium.  This artwork will serve as a means of product differentiation among the C&SD’s competitors and potentially lead to increased profit margins.

5.2 Weaknesses

The most glaring and prohibitive weakness of C&SD are the low profit margins of the metal packaging industry.  C&SD’s GM have been between 6.9% and 15.6% during the last 4 years.  This may be a sign of a declining industry which has too many competitors chasing a fixed or shrinking revenue pie. Until the least efficient members are flushed out of the competitive landscape through bankruptcy or consolidation, the prospects for future profitability may continue to be bleak.  In fact, C&SD’s EBITDA margin was hovering near zero for past two years (-1.3% and +1.3%).  Also of note is an actual decline in sales (8.1%) during the past year which has been traced to the U.S. recessionary environment and restructuring and profitability initiatives associated with the closing of its Columbiana, OH manufacturing facility.

Another item of concern is the seasonal nature of the sales for the firm (65% of all sales occur during the 3-month period of July, August, and September).  Such a heavy concentration of demand may create uneven and difficult to manage costs for labor, storage and machinery.

5.3 Opportunities

As evidenced in company’s investment prospectus, there are a substantial number of opportunities that exist within the Performance Improvement Plan (PIP) turnaround plan.  Approximately $3.3 Million in profit improvement is targeted for 2003 resulting from the rationalizing of C&SD operations and improved manufacturing efficiency.  Additional improvements should also result from the $2.4 Million investment in lithographic capabilities which may lead to outsourcing revenue opportunities. 
The metal packaging industry is highly fragmented with five key participants including C&SD, as well as numerous other niche players.  As is the case with other fragmented industries, the exit of an existing competitor may lead to the potential for significant growth for one of the remaining participants.  These opportunities for growth and gains in market share may result as the industry experiences a period of bankruptcies and consolidations from firms who are unable to compete on a competitive cost basis.

The potential also exists for improved gross margins through the target of higher end products that may view metal packaging as a more attractive than some of the less durable alternatives.  Product lines such as cosmetics, liquor or candies may contain such opportunities.  Currently, the EBITDA margins of 4%-5% for the C&SD significantly lag the industry average of 15%-16%.  Ultimately, though, it may come down to the elasticity of consumer demand.  If the metal packaging costs relative to the cost of the product are small, then the decision to opt for benefits provided by metal may be an easier choice.  This logic may also hold true during economic booms with higher consumer surplus versus recessionary periods.

5.4 Threats

Threats in the metal packaging industry are significant with alternatives such as paper, glass and plastic available.  Innovations within the industry could render metal packaging obsolete within a relatively short period of time.  Cost conscious customers will always be looking for cheaper alternatives which are readily available and place a constant downward effect on future growth and profitability.  Somewhat mitigating this threat, however, is the fact that the primary shift from metal to glass or plastic has already occurred, leaving a further significant decline from existing sales levels less likely. 

As the metal packaging industry may be viewed as a commodity product, points of differentiation between competitors will lie in operational efficiency and key employees who add value.  Retention of these employees (core management, sales staff etc.) will be critical following the sale and acquisition of the C&SD.  Since the C&SD will now be a much smaller stand-alone company, management may now view their growth opportunities as limited and unattractive.  Therefore, it is important that certain key employees view the sale in a positive manner to avoid the potential fallout and loss of knowledge and continuity should these employees happen to leave.

An acquisition of the C&SD by a smaller firm with limited resources may place them at a disadvantage in the event capital improvements are needed to keep pace with competitors who may have deeper pockets and the ability to take advantage of certain economies of scope.  Customers may also possess little or no supplier switching costs as the nature of the business is for specialized non-recurring orders.

Still another threat lies in the concentrated customer base of the C&SD.  The top 10 clients account for over 50% of the total revenue.  A loss of any of these top clients may have a significant impact on revenue and profitability.  To complete this analysis it is necessary to determine whether or not its resources are from a positional or resource based view of strategy.  Since it can be argued that the asset mix of the C&SD is neither different nor distinct from its competitors, the resource-based view is assumed to be appropriate.  A sustainable competitive advantage comes from having superior resources relative to rivals and exploiting those resources to develop additional value.  In the case of C&SD, the newly developed lithographic capabilities and experienced sales staff may in fact be those resources.  

5.5 Financial Performance

An analysis of C&SD’s key profitability measures indicate that it lags the competition, leaving considerable room for improvement.  Gross margins (GM) have ranged from 6.9% to 15.6% during the past 4 fiscal years with a GM of 10.8% in the last year.  Comparable analysis of 4 public firms (highlighted earlier) contained in Exhibit (1) show GM ranging from 12% to 36% of sales with an average of 23% in the past year.  Compound annual sales growth for C&SD shows a 4.7% average growth rate over the last 5 fiscal years, which includes an actual sales decline of 8.1% in the previous year attributable to restructuring and the recessionary economy.  Average industry sales CAGR’s over the same 5 year period for the 4 comparables was 8.75%.   EBITDA margins for the firm over the prior 4 fiscal years have averaged 3.5% and ranged from a low of (1.3)% in 2001 to a high of 7.5% in 2000 with a 2002 rate of 1.3%.  The prior year EBITDA margins for the four comparables range from 8.6% to 20.8% with an average of 15.4%.  

The bulk of the company’s sales are concentrated in coffee and baby food, two products that typically sell for well less than $10 to the retail consumer.  In fact, nearly all of the specialty tins manufactured by C&SD encase products that sell for $0.99 (small mint tins), $2.69 (shoe polish), $5.99 (cookie sheets and nut tins), and $9.99 (children’s games) to the end customer.  The cost of producing the tins to house these items typically averages about 15% of the ultimate retail price.  With such a large portion of the final price attributable to the cost of the metal tin, it is difficult to improve margins to cost conscious consumers.  Significantly greater room for improved margins lies in the more upscale items of candy, liquor and cosmetics.  Although the cost of the actual tin plate material needed to produce these items may not differ considerably than some of the lower-priced commodity goods, the percentage of the cost of the tin casing to the ultimate consumer sales price will be two or three times lower.  Higher end products will also provide opportunities for differentiation and enhancement through C&SD’s state of the art lithographic capabilities.

SWOT Synopsis: The C&SD’s lagging financial performance illustrate its need to shift its strategic focus from a volume oriented process flow to a niche oriented batch job approach that focuses on turn-around time, quality and service. However, the C&SD’s may be a little ahead of the competitive curve owing to its: lithographic capabilities, long term relationships with its clients, experienced sales managers and potential financial improvements envisioned in the realistic ‘Performance Improvement Plan’.
6 Valuation

6.1 Market-Based Valuation: 

Under this approach (used fairly common), the value of a company is based on some observed market value of a comparable company relative to its earnings. The selected multiples (of the comparable companies) are then applied to the operating data of the subject company to arrive at the range of values.   The following multiples are commonly used to value companies:

· Price/ EBITDA: This is the most frequent multiple used to value companies. Herein, earnings are measured by net income, operating income, or earnings before interest, taxes, depreciation and amortization (EBITDA). Please refer to Exhibit (2) for the valuation analysis for C&SD Corporation under this approach.  


As per our analysis, the average Price / EBITDA ratio for subject’s peer group is 5.45 (a number consistent with industry norms
). If we apply this multiple to C&SD’s FYE 2002 EBITDA of $2.155 Million, we get a company value of $11.75 Million. 

· Price / Earnings: Please refer to Exhibit (2) for the valuation analysis under this approach.  As per our analysis, the average Price / Earnings ratio for subject’s peer group is 17.47 (a number consistent with industry norms
). If we apply this multiple to C&SD’s FYE 2002 earnings of $0.655 Million, we get a company value of $11.44 Million. 

6.2 Free Cash Flow Valuation

For discounted cash flow valuation, we used Adjusted Present Value (APV) method, discounting unlevered free cash flow of the firm with the unlevered cost of capital and adding interest tax shields.  Future cash flow projections were mainly based on the management’s forecasts and historical pro forma financial results
 

Implementing APV analysis (refer to Exhibit (3)
 ~ (4)
), we get a firm value of $12 Million under base case scenario.  If we follow all of the management’s assumptions, the total firm value would increase to $22 Million.  The main driver of the value is gross margin as can be seen in sensitivity analysis in Exhibit (5).  

Key Assumptions for DCF Valuation

Unlevered cost of capital: Since most of metal packaging companies produce food and beverage cans and even the companies which have a specialty division do not provide separate financial data, our team used the weighted average of the metal packaging companies’ unlevered beta and cosmetic and candy companies’ unlevered beta as a proxy.  Please refer to Exhibit (6) for the beta calculation. 
[image: image10.wmf]Basic Parameters for Valuation

Risk-free rate*

3.5%

Market Risk Premium

8%

Unlevered Equty Beta**

0.67

           

 

Unlevered cost of capital 

8.9%

*Risk Free Rate is a Ten-Year Treasury Bond interest rate.  

**Weighted average of metal packaging companies and cosmetic and candy companies


Revenue growth rate: The compound annual sales growth rate for last four years was 4.7%, exhibiting a downward trend from 6.8% in year 2000 to -8.1% in year 2002.  The main cause of the sales decrease in 2002 was restructuring and management projected that the revenues would grow at 1.3% in 2003, 3.9% in 2004 and 2.4% in 2005.  Our team adjusted management’s revenue projections slightly downward because our sponsors are planning to continue restructuring.

Gross Margin: The average gross margin for last four years was 12% and management’s has projected that it will improve to 16.7% in 2003 and gradually increase to 18.6% in 2006.  Management has explained that the decreased margin in 2001 and 2002 is due to one-time costs relating to spoilage while developing two new products.  However, even considering one-time costs in 2001 and 2002, the average gross margin in 2000 and 2001 was only 15%.  Since it is not clear how the management team can justify such a high efficiency increase, our team adjusted the projected margin from 15% in 2003 to 17% in 2007.

Direct selling expenses: Direct selling expenses to sales ratio is assumed to stay at current level of 5.7%.

General and administrative expenses: G&A expenses to sales are assumed to be 4.7%, which is the ratio in 2002.  The four year historical average was 3.2%, however, considering the downward trend, our team followed the 2002 figure.

Indirect administrative expenses: We followed management’s projection, which is 3.0% to sales for indirect administrative expenses since we do not have any more detailed information on this item.

Cash for working Capital: Cash for working capital was assumed to be 5% to sales.  Since the target is not a stand-alone entity but a division, there is no historical data for this assumption.   

Account receivables, inventory and account payable: Accounts receivable, inventory and accounts payable turn-overs are assumed to be the same as their historical four year average.

Other assets and accrued expense: The other assets and accrued expense to sales ratios are assumed to be as same as historical.

Capital expenditures: Management expects that there will not be any significant capital expenditures in near future.  The historical fixed asset turn over was 3.2x. Our team assumed that the company would require current turn over ratio of 3.2x to maintain competitiveness.  

Debt Financing: Our sponsors had preliminary discussion with local banks and expect to get short-term financing of roughly 50% of target’s receivables and inventory balances and term-loan of 5 million which is roughly 30% of target’s net pp&e.  The rate for term loan would be prime rate plus 200 b.p. and the loan would be amortized over ten years.  Please refer to Exhibit (3&4) for the financing & repayment schedules. 
6.3 Liquidation value

 It is a subset of the Asset Valuation Approach
, wherein, the value of a firm is determined by examining its underlying assets, and its value is assessed as the difference between the amount that would be left if all its assets were liquidated and used to settle its liabilities. 

This valuation methodology is appropriate when assets of the company are worth more dissolved than as a part of a continuing operation.  Normally, there are at least two liquidation values: one based on a ‘forced sale’ of the assets or operations, and the other based on an ‘orderly disposition’ of the company’s assets and liabilities. A company’s lowest liquidation value is generally the amount its tangible and identified intangible assets will bring in a forced sale net of any liabilities. 
Please refer to Exhibit (7) for the ‘Liquidation Value’ analysis of C&SD Corp.  The following methodology was used to arrive at the expected value of $10.1 Million for the company. 

· The analysis is based on the un-audited balance sheet of the company for its FYE ’02. 

· The liquidation valuation multiples for each line item of the balance sheet is based on the industry averages.
 Given the fact that the receivables are generally more liquid in nature, a higher liquidation multiple is being assigned to them (in both the scenarios) compared to inventory.  

Based on this approach, expected value of CS&D comes to $10.1 Million and optimistic value is $11.4 Million.   The diagram below summaries the various C&SD’s valuations obtained under different methods.  
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It is interesting to note that:

· As expected, the liquidation method provides the minimum valuation (under either of the expected and forced sale methods) when compared to other valuation methods.  

· The DCF method provides the maximum valuation under the ‘management scenario’.

· Most of the valuation methods yield a value within the $11 ~ $11.5 Million range. 

6.4 Optionality

The downside risk of acquiring the C&SD is reduced as long as the purchase price is close to the liquidation value of the assets. If the new management is not successful in managing the restructuring or the market does not develop in the company’s favor, then there is a high chance that the company can be sold close to the original purchase price.  Our sponsors carefully tested the liquidation value of the target's fixed assets and concluded the value would not decrease significantly over time. 
Option value further arises for our sponsors due to the fact that their upside potential from a deal is high compared to the downside risk that is mainly borne by the principals.

6.5 Conclusion & Recommendation

Ideally, Argo Partners would be able to bid between $10.1 ~ $11 Million for this business.  By doing so, they would be able to recoup their investment (by liquidating the assets of the company) if they are not able to improve company’s financial performance. With no change in profitability, earnings and cash flow multiple analyses support a value of $11.4 Million ~ $11.75 Million. It should also be noted that Argo would gain management experience through the acquisition of the C&SD. Such experience may prove invaluable at the time they are in position for their next business search and acquisition.

Performance improvement initiatives could inflate the fair value of the C&SD to as much as $21 Million (DCF Model).  Therefore, Argo may wish to consider increasing their bid by $1~$3 Million in a competitive bidding situation for the right to take advantage of this opportunity with limited downside risk. 

� Based on discussion with sponsors of Argo Management Partners Inc. 


� Packaging Universe includes the following companies: AptarGroup, Avery Dennison, Ball Corp, Bemis, Crown Cork&Seal, Owens Illinois, Pactiv, Rexam PLC – ADR, Sealed Air Corp., Sonoco


� Cosmetic companies includes the following firms: Liz Claiborne, Elizabeth Arden, Estée Lauder


� Candy companies includes the following firms: Hershey and Wrigley


� Characteristics: mass market, replacement demand, commoditization, deskilling, cost efficiency, consolidation


� Based on information and articles provided by metal packaging manufacturers association


� Based on information and articles provided by metal packaging manufacturers association


� Lehman Brothers, Packaging Report, April 2003.


� Lithography The process of printing from a dampened, flat surface using greasy ink, based on the principle of the mutual repulsion of oil and water.


�  Based on information supplied by Prof. Rogers, Kellogg School of Management. 


� Based on information supplied by Prof. Rogers, Kellogg School of Management. 





� Since C&SD  is a division, the historical financials were pro forma financial statements and the company allocated indirect administration expenses which are estimated stand-alone costs of traditional corporate overhead functions.(see Exhibit 2)


� Represents Base Case Scenario. 


� Represents Management Scenario.


� Comprises of 3 techniques: a) Modified Book Value of Assets. B) Replacement Value. C) Liquidation Value. 


� Current Developments in Capital Mkts - Oct. 2002 ~ Howard Rrazier Barker Elliott Inc.
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S&P500

		Date		S&P 500		Liz Claiborne		Elizabeth Arden		Estée Lauder		Date		S&P 500		Cosmetics		Liz Claiborne		Elizabeth Arden		Estée Lauder

		12/95		615.93		12.74		4.88		16.69		12/95		100%		100%		100%		100%		100%

		01/96		636.02		12.86		6.62		17.65		01/96		103%		114%		101%		136%		106%

		02/96		640.43		14.59		5.5		17.53		02/96		104%		111%		115%		113%		105%

		03/96		645.5		15.93		6.56		17.15		03/96		105%		121%		125%		134%		103%

		04/96		654.17		16.91		7.38		17.57		04/96		106%		130%		133%		151%		105%

		05/96		669.12		17.32		6.88		18.23		05/96		109%		129%		136%		141%		109%

		06/96		670.63		16.15		6		20.31		06/96		109%		124%		127%		123%		122%

		07/96		639.95		15.22		6.06		18.51		07/96		104%		118%		119%		124%		111%

		08/96		651.99		16.26		7.38		20.68		08/96		106%		134%		128%		151%		124%

		09/96		687.33		17.43		7		21.62		09/96		112%		137%		137%		143%		130%

		10/96		705.27		19.77		8.88		20.71		10/96		115%		154%		155%		182%		124%

		11/96		757.02		19.89		8.5		24.09		11/96		123%		158%		156%		174%		144%

		12/96		740.74		18.13		7.75		24.55		12/96		120%		149%		142%		159%		147%

		01/97		786.16		19.77		7.88		23.1		01/97		128%		152%		155%		161%		138%

		02/97		790.82		19.06		7.75		22.44		02/97		128%		148%		150%		159%		134%

		03/97		757.12		20.53		7.75		23.38		03/97		123%		153%		161%		159%		140%

		04/97		801.34		21.29		7.25		22.12		04/97		130%		149%		167%		149%		133%

		05/97		848.28		21.52		8.88		25.2		05/97		138%		167%		169%		182%		151%

		06/97		885.14		21.99		9.25		24.33		06/97		144%		169%		173%		190%		146%

		07/97		954.31		22.58		8.5		22.3		07/97		155%		162%		177%		174%		134%

		08/97		899.47		21.07		8.5		23		08/97		146%		159%		165%		174%		138%

		09/97		947.28		25.97		11.69		22.43		09/97		154%		193%		204%		240%		134%

		10/97		914.62		23.96		10.69		21.55		10/97		148%		179%		188%		219%		129%

		11/97		955.4		23.81		9.81		25.98		11/97		155%		181%		187%		201%		156%

		12/97		970.43		19.81		9.12		24.99		12/97		158%		164%		155%		187%		150%

		01/98		980.28		19.19		11		26.69		01/98		159%		179%		151%		225%		160%

		02/98		1049.34		23.75		12.5		28.42		02/98		170%		204%		186%		256%		170%

		03/98		1101.75		23.69		17		33.02		03/98		179%		244%		186%		348%		198%

		04/98		1111.75		23.42		17		32.32		04/98		180%		242%		184%		348%		194%

		05/98		1090.82		24.13		17.19		31.07		05/98		177%		243%		189%		352%		186%

		06/98		1133.84		24.87		15.62		33.94		06/98		184%		240%		195%		320%		203%

		07/98		1120.67		18.39		14.19		31.29		07/98		182%		208%		144%		291%		187%

		08/98		957.28		13.61		6.25		28.68		08/98		155%		136%		107%		128%		172%

		09/98		1017.01		12.51		7.25		25		09/98		165%		132%		98%		149%		150%

		10/98		1098.67		14.03		7		31.99		10/98		178%		148%		110%		143%		192%

		11/98		1163.63		16.23		6.5		36.68		11/98		189%		160%		127%		133%		220%

		12/98		1229.23		15.12		7.25		41.76		12/98		200%		172%		119%		149%		250%

		01/99		1279.64		18.3		7.97		40.08		01/99		208%		182%		144%		163%		240%

		02/99		1238.33		16.2		6.56		42.4		02/99		201%		172%		127%		134%		254%

		03/99		1286.37		15.69		5.75		46.2		03/99		209%		173%		123%		118%		277%

		04/99		1335.18		15.95		7.56		48.95		04/99		217%		191%		125%		155%		293%

		05/99		1301.84		17.37		7.59		44.61		05/99		211%		186%		136%		156%		267%

		06/99		1372.71		17.61		7.31		49.06		06/99		223%		194%		138%		150%		294%

		07/99		1328.72		18.72		7.19		46.56		07/99		216%		191%		147%		147%		279%

		08/99		1320.41		17.93		7.62		44.97		08/99		214%		189%		141%		156%		269%

		09/99		1282.71		15		6.75		38.28		09/99		208%		162%		118%		138%		229%

		10/99		1362.93		19.36		6.69		45.69		10/99		221%		188%		152%		137%		274%

		11/99		1388.91		18.17		7.31		41.35		11/99		225%		180%		143%		150%		248%

		12/99		1469.25		18.26		6.44		49.49		12/99		239%		191%		143%		132%		297%

		01/00		1394.46		16.41		6.5		50.17		01/00		226%		188%		129%		133%		301%

		02/00		1366.42		18.23		8.38		42.56		02/00		222%		190%		143%		172%		255%

		03/00		1498.58		22.31		7.88		49.18		03/00		243%		210%		175%		161%		295%

		04/00		1452.43		22.55		8.44		43.41		04/00		236%		203%		177%		173%		260%

		05/00		1420.6		19.2		7.62		44.03		05/00		231%		190%		151%		156%		264%

		06/00		1454.6		17.2		8.19		48.61		06/00		236%		198%		135%		168%		291%

		07/00		1430.83		19.04		8		43.27		07/00		232%		191%		149%		164%		259%

		08/00		1517.68		21.52		7.12		40.26		08/00		246%		185%		169%		146%		241%

		09/00		1436.51		18.85		8.38		36.06		09/00		233%		179%		148%		172%		216%

		10/00		1429.4		20.81		11.5		45.73		10/00		232%		224%		163%		236%		274%

		11/00		1314.95		19.27		10.75		42.65		11/00		213%		209%		151%		220%		256%

		12/00		1320.28		20.43		12.06		43.19		12/00		214%		222%		160%		247%		259%

		01/01		1366.01		24.18		13.31		37.56		01/01		222%		229%		190%		273%		225%

		02/01		1239.94		23.96		13.94		38.09		02/01		201%		234%		188%		286%		228%

		03/01		1160.33		23.15		17		35.95		03/01		188%		248%		182%		348%		215%

		04/01		1249.46		24.19		18.3		39.24		04/01		203%		267%		190%		375%		235%

		05/01		1255.82		25.53		24.05		40.08		05/01		204%		311%		200%		493%		240%

		06/01		1224.38		24.88		24.41		42.59		06/01		199%		317%		195%		500%		255%

		07/01		1211.23		26.21		20		39.08		07/01		197%		283%		206%		410%		234%

		08/01		1133.58		25.92		14.05		38.39		08/01		184%		240%		203%		288%		230%

		09/01		1040.94		18.63		12.77		32.76		09/01		169%		201%		146%		262%		196%

		10/01		1059.78		22.49		13.19		31.87		10/01		172%		213%		177%		270%		191%

		11/01		1139.45		24.76		14.25		32.98		11/01		185%		228%		194%		292%		198%

		12/01		1148.08		24.64		15.27		31.73		12/01		186%		232%		193%		313%		190%

		01/02		1130.2		27.12		10.06		31.97		01/02		183%		204%		213%		206%		192%

		02/02		1106.73		30.09		7.4		30.88		02/02		180%		191%		236%		152%		185%

		03/02		1147.39		28.15		11.65		33.86		03/02		186%		221%		221%		239%		203%

		04/02		1076.92		31.06		11.89		35.83		04/02		175%		234%		244%		244%		215%

		05/02		1067.14		30.46		13.1		36.43		05/02		173%		242%		239%		268%		218%

		06/02		989.82		31.62		17.5		34.94		06/02		161%		272%		248%		359%		209%

		07/02		911.62		28.69		11.93		30.1		07/02		148%		217%		225%		244%		180%

		08/02		916.07		28.06		9.56		29.73		08/02		149%		198%		220%		196%		178%

		09/02		815.28		24.81		11.99		28.53		09/02		132%		204%		195%		246%		171%

		10/02		885.76		29.55		11.01		28.91		10/02		144%		210%		232%		226%		173%

		11/02		936.31		32.08		14.29		27.08		11/02		152%		236%		252%		293%		162%

		12/02		879.82		29.54		14.8		26.4		12/02		143%		231%		232%		303%		158%

		01/03		855.7		28.61		12.15		30.17		01/03		139%		218%		225%		249%		181%

		02/03		841.15		28.15		10.84		28.05		02/03		137%		204%		221%		222%		168%

		03/03		848.18		30.87		9.84		30.36		03/03		138%		209%		242%		202%		182%

		04/03		916.92		32.47		12.7		32.5		04/03		149%		237%		255%		260%		195%

		05/03		916.3		33.89		12.57		33.32		05/03		149%		241%		266%		258%		200%
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S&P500

		Date		S&P 500		Hershey		Wrigley		Date		S&P 500		Candy companies		Hershey		Wrigley

		03/93		451.67		22.02		14.18		03/93		100%		100%		100%		100%

		04/93		440.19		21.1		13.64		04/93		97%		96%		96%		96%

		05/93		450.19		21.88		15.07		05/93		100%		103%		99%		106%

		06/93		450.53		19.45		14.06		06/93		100%		94%		88%		99%

		07/93		448.13		18.37		15.43		07/93		99%		96%		83%		109%

		08/93		463.56		20.15		17.61		08/93		103%		108%		92%		124%

		09/93		458.93		20.72		19.3		09/93		102%		115%		94%		136%

		10/93		467.83		22.02		18.39		10/93		104%		115%		100%		130%

		11/93		461.79		21.26		18.28		11/93		102%		113%		97%		129%

		12/93		466.45		20.47		18.78		12/93		103%		113%		93%		132%

		01/94		481.61		20.16		19.25		01/94		107%		114%		92%		136%

		02/94		467.14		21.54		19.83		02/94		103%		119%		98%		140%

		03/94		445.77		19.49		21.64		03/94		99%		121%		89%		153%

		04/94		450.91		18.75		22.07		04/94		100%		120%		85%		156%

		05/94		456.5		18.2		21.86		05/94		101%		118%		83%		154%

		06/94		444.27		18.36		20.31		06/94		98%		113%		83%		143%

		07/94		458.26		17.93		17.68		07/94		101%		103%		81%		125%

		08/94		475.49		20.45		17.52		08/94		105%		108%		93%		124%

		09/94		462.71		19.18		17.46		09/94		102%		105%		87%		123%

		10/94		472.35		20.14		19.4		10/94		105%		114%		91%		137%

		11/94		453.69		20.06		20.1		11/94		100%		116%		91%		142%

		12/94		459.27		20.76		21.43		12/94		102%		123%		94%		151%

		01/95		470.42		20.97		19.32		01/95		104%		116%		95%		136%

		02/95		487.39		21.16		19.65		02/95		108%		117%		96%		139%

		03/95		500.71		22.08		19.32		03/95		111%		118%		100%		136%

		04/95		514.71		22.68		19.39		04/95		114%		120%		103%		137%

		05/95		533.4		22.44		19.72		05/95		118%		120%		102%		139%

		06/95		544.75		24.01		20.21		06/95		121%		126%		109%		143%

		07/95		562.06		25.05		19.45		07/95		124%		125%		114%		137%

		08/95		561.88		26.24		19.73		08/95		124%		129%		119%		139%

		09/95		584.41		28.15		22.08		09/95		129%		142%		128%		156%

		10/95		581.5		26.13		20.4		10/95		129%		131%		119%		144%

		11/95		605.37		27.16		20.84		11/95		134%		135%		123%		147%

		12/95		615.93		28.59		23.21		12/95		136%		147%		130%		164%

		01/96		636.02		31.07		26.34		01/96		141%		163%		141%		186%

		02/96		640.43		33.31		26.06		02/96		142%		168%		151%		184%

		03/96		645.5		32.92		26.01		03/96		143%		166%		150%		183%

		04/96		654.17		33.53		23.42		04/96		145%		159%		152%		165%

		05/96		669.12		32.3		23.3		05/96		148%		156%		147%		164%

		06/96		670.63		32.58		22.47		06/96		148%		153%		148%		158%

		07/96		639.95		36.41		22.99		07/96		142%		164%		165%		162%

		08/96		651.99		38.86		24.17		08/96		144%		173%		176%		170%

		09/96		687.33		44.83		26.9		09/96		152%		197%		204%		190%

		10/96		705.27		43.15		26.97		10/96		156%		193%		196%		190%

		11/96		757.02		44.67		26.14		11/96		168%		194%		203%		184%

		12/96		740.74		39.18		25.33		12/96		164%		178%		178%		179%

		01/97		786.16		37.95		26.26		01/97		174%		179%		172%		185%

		02/97		790.82		41.05		27.05		02/97		175%		189%		186%		191%

		03/97		757.12		44.98		26.37		03/97		168%		195%		204%		186%

		04/97		801.34		48.8		26.4		04/97		177%		204%		222%		186%

		05/97		848.28		50.67		26.85		05/97		188%		210%		230%		189%

		06/97		885.14		49.94		30.37		06/97		196%		220%		227%		214%

		07/97		954.31		49.88		34.97		07/97		211%		237%		227%		247%

		08/97		899.47		48.38		32.95		08/97		199%		226%		220%		232%

		09/97		947.28		51.21		34.23		09/97		210%		237%		233%		241%

		10/97		914.62		50.08		32.97		10/97		202%		230%		227%		233%

		11/97		955.4		55.84		36.05		11/97		212%		254%		254%		254%

		12/97		970.43		56.35		36.45		12/97		215%		256%		256%		257%

		01/98		980.28		57.94		33.96		01/98		217%		251%		263%		239%

		02/98		1049.34		60.88		35.07		02/98		232%		262%		276%		247%

		03/98		1101.75		65.39		37.54		03/98		244%		281%		297%		265%

		04/98		1111.75		66.87		40.88		04/98		246%		296%		304%		288%

		05/98		1090.82		63.31		44.31		05/98		242%		300%		288%		312%

		06/98		1133.84		63.19		45.11		06/98		251%		303%		287%		318%

		07/98		1120.67		57.81		41.37		07/98		248%		277%		263%		292%

		08/98		957.28		64.35		35.75		08/98		212%		272%		292%		252%

		09/98		1017.01		62.91		35.06		09/98		225%		266%		286%		247%

		10/98		1098.67		62.34		37.43		10/98		243%		274%		283%		264%

		11/98		1163.63		62.04		40.75		11/98		258%		285%		282%		287%

		12/98		1229.23		57.37		41.66		12/98		272%		277%		261%		294%

		01/99		1279.64		51.89		43.65		01/99		283%		272%		236%		308%

		02/99		1238.33		57.65		43.36		02/99		274%		284%		262%		306%

		03/99		1286.37		51.92		42.16		03/99		285%		267%		236%		297%

		04/99		1335.18		48.73		41.44		04/99		296%		257%		221%		292%

		05/99		1301.84		50.45		40.68		05/99		288%		258%		229%		287%

		06/99		1372.71		55.22		41.68		06/99		304%		272%		251%		294%

		07/99		1328.72		53.94		37.33		07/99		294%		254%		245%		263%

		08/99		1320.41		50.05		36.69		08/99		292%		243%		227%		259%

		09/99		1282.71		45.5		32.24		09/99		284%		217%		207%		227%

		10/99		1362.93		47.19		37.57		10/99		302%		240%		214%		265%

		11/99		1388.91		46.14		39.32		11/99		308%		243%		210%		277%

		12/99		1469.25		44.55		39.2		12/99		325%		239%		202%		276%

		01/00		1394.46		39.92		37.03		01/00		309%		221%		181%		261%

		02/00		1366.42		41.27		32.1		02/00		303%		207%		187%		226%

		03/00		1498.58		45.79		36.47		03/00		332%		233%		208%		257%

		04/00		1452.43		42.73		34.51		04/00		322%		219%		194%		243%

		05/00		1420.6		48.97		38.18		05/00		315%		246%		222%		269%

		06/00		1454.6		45.78		38.24		06/00		322%		239%		208%		270%

		07/00		1430.83		43.66		36.4		07/00		317%		227%		198%		257%

		08/00		1517.68		40.55		35.48		08/00		336%		217%		184%		250%

		09/00		1436.51		51.42		35.86		09/00		318%		243%		234%		253%

		10/00		1429.4		51.6		38.11		10/00		316%		252%		234%		269%

		11/00		1314.95		60.37		43.7		11/00		291%		291%		274%		308%

		12/00		1320.28		61.44		46.1		12/00		292%		302%		279%		325%

		01/01		1366.01		56.79		42.22		01/01		302%		278%		258%		298%

		02/01		1239.94		61.43		44.98		02/01		275%		298%		279%		317%

		03/01		1160.33		66.45		46.61		03/01		257%		315%		302%		329%

		04/01		1249.46		57.91		46.86		04/01		277%		297%		263%		330%

		05/01		1255.82		58.4		46.59		05/01		278%		297%		265%		329%

		06/01		1224.38		59.44		45.44		06/01		271%		295%		270%		320%

		07/01		1211.23		58.14		48.62		07/01		268%		303%		264%		343%

		08/01		1133.58		62.4		48.83		08/01		251%		314%		283%		344%

		09/01		1040.94		63.27		49.96		09/01		230%		320%		287%		352%

		10/01		1059.78		61.68		48.93		10/01		235%		313%		280%		345%

		11/01		1139.45		63.64		49.41		11/01		252%		319%		289%		348%

		12/01		1148.08		65.82		50.22		12/01		254%		327%		299%		354%

		01/02		1130.2		68.42		53.61		01/02		250%		344%		311%		378%

		02/02		1106.73		68.98		54.99		02/02		245%		351%		313%		388%

		03/02		1147.39		66.92		52.31		03/02		254%		336%		304%		369%

		04/02		1076.92		66.39		54.17		04/02		238%		342%		301%		382%

		05/02		1067.14		65.45		56.44		05/02		236%		348%		297%		398%

		06/02		989.82		61.3		54.51		06/02		219%		331%		278%		384%

		07/02		911.62		76.95		50.57		07/02		202%		353%		349%		357%

		08/02		916.07		74.62		50.33		08/02		203%		347%		339%		355%

		09/02		815.28		61.13		48.93		09/02		181%		311%		278%		345%

		10/02		885.76		64.1		52.38		10/02		196%		330%		291%		369%

		11/02		936.31		63.75		53.39		11/02		207%		333%		290%		377%

		12/02		879.82		66.77		54.47		12/02		195%		344%		303%		384%

		01/03		855.7		63.86		55.31		01/03		189%		340%		290%		390%

		02/03		841.15		64.3		53.42		02/03		186%		334%		292%		377%

		03/03		848.18		62.36		56.28		03/03		188%		340%		283%		397%

		04/03		916.92		64.93		56.71		04/03		203%		347%		295%		400%

		05/03		916.3		71.1		56.5		05/03		203%		361%		323%		398%
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		34029		34029

		34060		34060

		34090		34090

		34121		34121

		34151		34151

		34182		34182

		34213		34213

		34243		34243

		34274		34274

		34304		34304

		34335		34335

		34366		34366

		34394		34394

		34425		34425

		34455		34455

		34486		34486

		34516		34516

		34547		34547

		34578		34578

		34608		34608

		34639		34639

		34669		34669

		34700		34700

		34731		34731

		34759		34759

		34790		34790

		34820		34820

		34851		34851

		34881		34881

		34912		34912

		34943		34943

		34973		34973

		35004		35004

		35034		35034

		35065		35065

		35096		35096

		35125		35125

		35156		35156

		35186		35186

		35217		35217

		35247		35247

		35278		35278

		35309		35309

		35339		35339

		35370		35370

		35400		35400

		35431		35431

		35462		35462

		35490		35490

		35521		35521

		35551		35551

		35582		35582

		35612		35612

		35643		35643

		35674		35674

		35704		35704

		35735		35735

		35765		35765

		35796		35796

		35827		35827

		35855		35855

		35886		35886

		35916		35916

		35947		35947

		35977		35977

		36008		36008

		36039		36039

		36069		36069

		36100		36100

		36130		36130

		36161		36161

		36192		36192

		36220		36220

		36251		36251

		36281		36281

		36312		36312

		36342		36342

		36373		36373

		36404		36404

		36434		36434

		36465		36465

		36495		36495

		36526		36526

		36557		36557

		36586		36586

		36617		36617

		36647		36647

		36678		36678

		36708		36708

		36739		36739

		36770		36770

		36800		36800

		36831		36831

		36861		36861

		36892		36892

		36923		36923

		36951		36951

		36982		36982

		37012		37012

		37043		37043

		37073		37073

		37104		37104

		37135		37135

		37165		37165

		37196		37196

		37226		37226

		37257		37257

		37288		37288

		37316		37316

		37347		37347

		37377		37377

		37408		37408

		37438		37438

		37469		37469

		37500		37500

		37530		37530

		37561		37561

		37591		37591

		37622		37622

		37653		37653

		37681		37681

		37712		37712

		37742		37742



S&P 500

S&P 500

114.16

113.66

102.09

106.29

111.24

114.24

121.67

122.38

125.46

127.47

140.52

135.76

129.55

131.27

136

132.81

132.59

131.21

130.92

122.79

116.18

121.89

126.35

122.55

120.4

113.11

111.96

116.44

111.88

109.61

107.09

119.51

120.42

133.72

138.53

140.64

145.3

148.06

152.96

164.43

162.39

167.64

162.56

164.4

166.07

163.55

166.4

164.93

163.41

157.06

159.18

160.05

150.55

153.18

150.66

166.68

166.1

166.09

163.58

167.24

179.63

181.18

180.66

179.83

189.55

191.85

190.92

188.63

182.08

189.82

202.17

211.28

211.78

226.92

238.9

235.52

247.35

250.84

236.12

252.93

231.32

243.98

249.22

242.17

274.08

284.2

291.7

288.36

290.1

304

318.66

329.8

321.83

251.79

230.3

247.08

257.07

267.82

258.89

261.33

262.16

273.5

272.02

261.52

271.91

278.97

273.7

277.72

297.47

288.86

294.87

309.64

320.52

317.98

346.08

351.45

349.15

340.36

345.99

353.4

329.08

331.89

339.94

330.8

361.23

358.02

356.15

322.56

306.05

304

322.22

330.22

343.93

367.07

375.22

375.34

389.83

371.16

387.81

395.43

387.86

392.45

375.22

417.09

408.78

412.7

403.69

414.95

415.35

408.14

424.21

414.03

417.8

418.68

431.35

435.71

438.78

443.38

451.67

440.19

450.19

450.53

448.13

463.56

458.93

467.83

461.79

466.45

481.61

467.14

445.77

450.91

456.5

444.27

458.26

475.49

462.71

472.35

453.69

459.27

470.42

487.39

500.71

514.71

533.4

544.75

562.06

561.88

584.41

581.5

605.37

615.93

636.02

640.43

645.5

654.17

669.12

670.63

639.95

651.99

687.33

705.27

757.02

740.74

786.16

790.82

757.12

801.34

848.28

885.14

954.31

899.47

947.28

914.62

955.4

970.43

980.28

1049.34

1101.75

1111.75

1090.82

1133.84

1120.67

957.28

1017.01

1098.67

1163.63

1229.23

1279.64

1238.33

1286.37

1335.18

1301.84

1372.71

1328.72

1320.41

1282.71

1362.93

1388.91

1469.25

1394.46

1366.42

1498.58

1452.43

1420.6

1454.6

1430.83

1517.68

1436.51

1429.4

1314.95

1320.28

1366.01

1239.94

1160.33

1249.46

1255.82

1224.38

1211.23

1133.58

1040.94

1059.78

1139.45

1148.08

1130.2

1106.73

1147.39

1076.92

1067.14

989.82

911.62

916.07

815.28

885.76

936.31

879.82

855.7

841.15

848.18

916.92

916.3
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S&P 500

Candy companies

Candy Companies vs. S&P 500
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