
 
 

 
ANALYST QUICK NOTES 
New products, M&A announcements, management shakeups, earnings surprises. Whatever the news, 
you want to know what Argus thinks. Our Quick Notes fill this need by providing real-time analysis of 
current news about Argus-covered companies or other market-moving events. Please check back 
regularly for new Quick Notes. Important disclaimer information is on the last page of this document. 
 

 
Pep Boys-Manny Moe & Jack (NYSE: PBY: BUY) 
Target Price: $15 
Bill Selesky 
4/20/2015 
 
Event: A recap of Pep Boys’ 4th quarter 2014 & takeaways 
Rating: BUY-rated with price target $15 

 Prior to 4Q14 release, our call was for a revenue and EPS shortfall for PBY 

 Pep Boy’s did MISS 4Q consensus and traded down more than 7%   

 PBY’s 4th quarter included the months of Nov14/Dec14/Jan15 

 As a whole, industry sales results for this time period was marginally below plan 

 February 2015 was a significantly better month for all the Auto-Parts companies 

 As PBY mentioned on 4Q call, sales/margins/tire sales now trending materially above plan 

 For PBY, their 1Q15 shaping up to be better-than-expected versus consensus 

 Setting the stage for a positive EPS and revenue surprise when they report quarterly results 
 
Recommendation 

 Remain a long-term BUYER of PBY at these levels 

 Also would be BUYER  in near-term heading into 1Q15 

 Finally, we anticipate a new CEO coming to PBY shortly (a positive catalyst) 
 
 
 
 
 
 
 
 
 
 
 
 



Williams-Sonoma Inc. (NYSE: WSM: BUY) 
Target Price: $90 
Chris Graja, CFA 
4/20/2015 
 
Attractive Entry Point for WSM 

 Opportunity to BUY a quality long-term grower at close to peer multiple 

 WSM shares have underperformed over the last month. 
o Shares down 5.5% since the 4Q earnings release on 3/18. 

 Underperforming by about 500 bp. 
o Remains a substantial outperformer, by 1,100 bp over the last year the 

 We see the recent underperformance as an attractive opportunity to BUY one of the best 
positioned stocks in our retail universe.  

 We remain very optimistic about the company’s growth potential and market position. 

 12-month BUY rating. 
o $90 target, represents 17% upside 
o + dividend yield of almost 2% 

 5-year BUY rating. 

 Valuation: 
o Trailing P/E 23.8 vs. 22.8x average for peer Home Products Stores. 
o FWD P/E 22x vs 21x peer average. 
o EV/EBIT: 13.6x vs peer average of 16x, peer median 14.5x 

 WSM has $220 million of cash 
 Essentially no debt < 1% of capital. 

 
Key Investment Insight From 4Q release 

 Maintained our target price at $90.  

 While we trimmed our FY16 estimate because of port delays, the business remains healthy and 
we did not changing our five-year outlook. 

 
Current Issues 

 Product differentiation at flagship brand. 

 Square Footage. 

 Port issues in 1Q/2Q. 

 Valuation. 
 
The One Thing Investors Need to Know 

 Williams-Sonoma is the retailer in my coverage universe that is best positioned to take 
advantage of consumers’ growing preference for e-commerce. 

o Big, Growing and Profitable Direct-to-Customer business. 
o Stores in “A” locations are billboards for brands. 
o Outstanding merchandising and state-of-the-art analytics. 

 Were selling direct to customers before Internet -- More than 40 years. 

 About 60 million households in database. 
 Efficient, targeted catalog/marketing. Really showcases brands. 

 
 



o Prominent social media presence. 
o Williams-Sonoma Inc. is a leading specialty retailer of products for the home under 

these brands: 
 Williams-Sonoma 
 Pottery Barn 
 Pottery Barn Kids 
 PBteen  
 West Elm  
 Rejuvenation  
 Mark and Graham 

 
Key Catalysts 

 Grow at a compound annual rate of 13% over the next 5 years.  
 Key catalysts for growth include: 

o Management’s initiatives to improve the company’s e-commerce infrastructure. 
o Unique Merchandise: About 90% of merchandise designed and created by company. 
o Supply chain efficiency. 
o Customer service. 
o International distribution.  

 Management believes that the sales opportunity outside North America is at 
least as big as the U.S. business and that it can more than double revenue over 
the next 10 years.  

o Believe that WSM’s industry-leading digital marketing and social media expertise 
represent a strong competitive edge.  

 Will help the company to sell broader product lines through its existing brands. 
 Provide a platform to incubate new growth businesses as it has done so effectively with West 

Elm, which posted 26% revenue growth in FY15 on top of 23% growth in FY14. Believe 
management can double the ten-year-old brand’s sales to $1 billion in the coming years. 

 West Elm had stellar 19.6% growth in 4Q on top of an 18.3% gain in prior year. The brand was 
strong across the board in 4Q. West Elm brought merchandise in early to support new stores, 
but the brand was still hurt by the port slowdown. 

 Investment Summary: 
o We see the recent underperformance as an attractive opportunity to BUY one of the 

best positioned stocks in our retail universe. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



AbbVie Inc. (NYSE: ABBV: BUY) 
Target Price: $85 
David Toung 
4/20/2015 
 
Earnings preview for ABBV, which reports Friday 
What to Watch 

 Strong growth from Humira. 
 Ramp-up in sales of Viekira Pak, hep C drug. On track to be approved in Japan, following in U.S. 

and Europe. 
 Update on new drug pipeline. 
 Additional details on Pharmacyclics acquisition. PCYC’s Imbruvica likely to be $1 billion drug in 

2015 and larger in future years.  Provides additional growth driver for ABBV. Deal likely to close 
in 2Q15. 

 Consensus is $0.85 for the quarter. 
 
ABBV +12.8% since I last commented on the stock on March 9. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

 
DISCLAIMER 
This Note reflects the current thinking of an Argus analyst anticipating or responding to corporate 
earnings reports or other news relevant to covered companies. This Note may be an initial, real-time 
response to developments that are expected to impact stocks under coverage; as such, it does not 
imply that the information in it is correct as of any time after its preparation or that there has been no 
change in the business, financial condition, prospects, creditworthiness or status of a covered 
company. The views or opinions expressed in this Note are subject to change pending further analysis. 
This Note is produced and copyrighted by Argus, and any unauthorized use, duplication, redistribution 
or disclosure is prohibited by law and can result in prosecution. The opinions and information 
contained herein have been obtained or derived from sources believed to be reliable, but Argus 
makes no representation as to their timeliness, accuracy or completeness or for their fitness for any 
particular purpose. This Note is not an offer to sell or a solicitation of an offer to buy any security. The 
information presented in this Note is for general information only and does not specifically address 
individual investment objectives, financial situations or the particular needs of any specific person 
who may receive this Note. Investing in any security or investment strategies discussed may not be 
suitable for you and it is recommended that you consult an independent investment advisor. Nothing 
in this Note constitutes individual investment, legal or tax advice. Argus may issue or may have issued 
other reports that are inconsistent with or may reach different conclusions and opinions than those 
represented in this Note, and all opinions are reflective of judgments made on the original date of 
publication. Those reports may reflect the different assumptions, views and analytical methods of the 
analysts who prepared them and Argus is under no obligation to ensure that other reports are 
brought to the attention of any recipient of this Note or to update or keep current the information 
contained in other reports so that such information is consistent with, or not contrary to, the 
information contained in this Note. Argus Research is an independent investment research provider 
and is not a member of the FINRA or the SIPC. Argus Research is not a registered broker dealer and 
does not have investment banking operations. None of our research is attributable to Argus Investors’ 
Counsel, a registered investment adviser and the asset management arm of Argus Research. Argus 
shall accept no liability for any loss arising from the use of this report, nor shall Argus treat all 
recipients of this report as customers simply by virtue of their receipt of this material. Investments 
involve risk and an investor may incur either profits or losses. Past performance should not be taken 
as an indication or guarantee of future performance. Argus has provided independent research since 
1934. Argus officers, employees, agents and/or affiliates may have positions in stocks discussed in this 
report. No Argus officers, employees, agents and/or affiliates may serve as officers or directors of 
covered companies, or may own more than one percent of a covered company’s stock. 
 

 


