
 
 

 
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. 
 

 
Goodyear Tire & Rubber Co. (NYSE: GT: BUY) 
Target Price: $35 
Bill Selesky 
5/26/2015 
 
Event: Goodyear 1Q15 Results 
Results: 

 1Q15 net sales of $4.02 billion (versus $4.47 billion in 1Q14) 

 The 10% y-o-y revenue drop largely due to negative FX (negative $393 million effect) 

 1Q15 (adjusted) EPS of $0.54 per share (versus $0.56 in 1Q14) 

 The 4% earnings decline also attributable to negative FX 

 Despite currency headwinds, North America division sets 1Q operating income record 

 1Q15 tire unit volumes up 2% (OEM up 3% and replacements up 2% 

 GT reaffirms 2015 guidance (Consolidated operating income up 10%-15% versus FY14) 
 
Our Takeaways: 

 Reaffirmed financial guidance and positive fundamentals should send shares higher 

 Despite a negative revenue performance, profit was up 15% y-o-y (excluding 1Q tax expense) 

 Recent restructuring efforts have meaningfully reduced cost profile; Improving sales will boost 
EPS 

 Industry reference points (PPG, THRM, X and NUE) all confirm strong industry fundamentals for 
Auto’s 

 Recent GT hike in share authorization program (from $100 million to $450 million) a positive 
sign 

 
 
 
 
 
 
 
 



Celgene Corp.  (NGS: CELG: BUY) 
Target Price: $155 
David Toung 
5/26/2015 
 
CELG underperformance over past three months (-5.8% vs. +4.7% for benchmark).  
What are the concerns? 

 Is Otezla ramping up more slowly than expected? 

 Worries about patent issues for Revlimid, which generates 70% of revenue.  

 Revlimid’s main patent expires October 2019 but may be extended to 2024. 
 
Drivers for CELG 
Otezla is potential block buster drug 

 Otezla sales continued to grow sequentially after 1Q15 as April sales stronger than March. We 
see sales likely to hit $80 million in 2Q15 and $400 million in 2015, its first full year on the 
market.  Company projects >$3 billion by 2020.  

 1Q15 revenue includes very little sales in Europe as it was just approved.  

 Otezla has convenience advantage - One or two pills daily, as opposed to injection for Humira 
and other competitors in immunology space. 

 Otezla approved in U.S. in 2014 for plaque psoriasis and psoriatic arthritis.   Otezla approved in 
Europe in January for plaque psoriasis and psoriatic arthritis.  

 7.5 million A mericans afflicted with psoriasis, the most common autoimmune disease.   
 

Celgene strategy is to create powerful immunology and inflammation platform with Otezla and GED 
301, which is in-licensed from Nogra Pharma 

 GED 0301 is about to enter Phase III trials for Crohn’s and colitis, and is on track for marketing in 
2017. 

 
Abraxane ($223 million or +20.5% sales growth in 1Q15) for solid tumors and Pomalyst ($198 million 
or +45.5% in 1Q15) for multiple myeloma. Both Abraxane and Pomalyst are growing faster than 
Revlimid.  

 Abraxane is approved for metastatic pancreatic cancer (FDA 2013) and non-small-cell lung 
cancer (FDA 2012). In trials for triple negative breast cancer and adjuvant pancreatic cancer.  
Approved in Europe for NSCLC in March. 

 Abraxane sales likely to accelerate following the recent NSCLC approval in Europe.   
 

Revlimid patent issues 

 Celgene has strong case for method of use patent (to 2024). Will litigate aggressively on this 
issue and has better than 50-50 chance to prevail or to settle on favorable terms. October 2019 
is still more than three years away and plenty can happen till then.  

 
Additional catalyst  for CELG 

 Additional indication approvals for Otezla (rheumatoid arthritis and Behcet’s disease, now in 
Phase III trials). These approvals could come in next 18 months. 

 Phase III read-outs on GED 0301 (Crohns and ulcerative colitis). 

 Clinical data read-outs on drugs in pipeline.  25 drugs in clinical trials; 15 in phase III.    
 



Williams-Sonoma Inc.  (NYSE: WSM: BUY) 
Target Price: $90 
Christopher Graja, CFA 
5/26/2015 
 
A Retailer We’d  Buy Now 

 14% upside to our $90 price objective. 

 Return potential enhanced by 1.8% dividend yield. 
o 5-year dividend growth > 22%. 

 Recent evidence of excellent management and strong product demand. 

 We expect 5-year earnings CAGR of 13%. 

 Big, Growing, Profitable Internet business trading at peer multiples. 
 
What’s New? 

 On May 20, Williams-Sonoma reported 1Q EPS of $0.48, flat with the prior year.  

 EPS topped the consensus forecast and our estimate, which were both $0.44.  
o This pause in the company's growth was anticipated and reflected in management's 

guidance.  
o In the 1Q release, management estimated that the lingering effects of the now-resolved 

slowdown at West Coast ports lowered 1Q revenue by $25-$30 million and EPS by 
$0.08-$0.10, as the company was out of stock in some items and incurred additional 
supply chain costs.  

o There is likely to be a continued, though much smaller, EPS drag of $0.01-$0.02 in 2Q. 
This is in line with the forecast provided by management on the 4Q15 call. 

 The company's better-than-expected 1Q results were driven by West Elm and strong 
operational and financial management. 

 Comparable brand revenue growth was up a very impressive 4.6% following a 10% increase last 
year. First-quarter comps were above the StreetAccount consensus, which called for a 3.1% 
increase. 

 West Elm had stellar 15.3% growth following an 18.8% gain last year. The brand is focusing on 
products tailored to local markets and is purchasing unique fair trade merchandise. We believe 
that the brand excels in social media and in building a community around its stores. 

 
Compelling Valuation 

 The shares are trading at 23-times our FY16 estimate and 20-times our FY17 estimate.  
o Home Products stores tracked by Bloomberg are trading at an average of 22-times 

current-year estimates.  
o We think that WSM is very attractive based on this comparison, especially with EPS 

depressed by the port issue. 

 At approximately 25-times trailing earnings, WSM trades above Bed Bath and Beyond at 14-
times and Pier 1 at 16-times. Home Depot trades at 23-times and below Lowe's at 24-times.  

o The average multiple for 15 peer companies is 24.  

 We believe that WSM is very attractively valued based on these comparisons because it has a 
high percentage of exclusive merchandise and the biggest online presence in the group. 

 
 
 



The One Thing We Believe 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 the 

following 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. 

Investment Summary 

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

 
 
 
 
 
 



 

 
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. 
 

 


