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Company Information

General Electric (GE) is a worldwide technology, media, and financial services company.  GE provides an array of technological products, from jet engines, military and commercial aircraft parts and electric generators, to water treatment solutions for industrial and municipal water systems.  In the media, GE owns a segment of NBC Universal that generates movies, various TV channels and satellite networks.  GE also has several financing segments that provide loans, leases and other financial services to manufacturers, distributors, and end-users for various equipment and capital assets.  Additionally, the company offers credit cards, loans, mortgages, and deposit and savings products to consumers and retailers.

Historically, GE emerged after Thomas Edison started his first electric company.  In 1890, the Thomson-Houston Company became a dominant electrical innovation company through a series of mergers led by Charles A. Coffin, creating competition with Edison’s company.  In 1892 however, these two companies merged to become the General Electric Company.  Thus, GE has been in business for over a century, is one of the largest companies in America, and is in an essential industry for the modern world.

Currently, GE is further extending its services worldwide.  China, a country undergoing rapid industrialization and growth, recently signed a contract for 420 new jet engines from GE, a deal that is estimated to be worth $5 billion.  In research, GE focuses on developing more efficient and durable products for their industrial market as well as new, state of the art technologies to maintain an edge in their industry.

Industry Information

GE is involved in a conglomerate market. Its competition results from the ability of other companies to capitalize on the energy, technology and resources of this large conglomerate.  GE is significantly larger than its chief competitors, Citigroup Inc. and Siemens AG, giving it a safer position in its industry.  In recent years however, Exxon Mobil has moved past GE in the energy industry, also becoming one of the largest American companies.  This event was undoubtedly caused by the recent trends of energy and its related markets.  In general, we are entering an era in which the fuel used to create things is becoming more valuable than the things themselves.  To maintain its position, GE must invest in energy efficient methods of production.  Overall, GE holds a stable position in its industry and against its competitors, but the market for energy will in time substantially alter GE’s industry and give innovative competitors an edge.  This change however, is not anticipated for at least another decade.
Security Information

Ticker Symbol: GE

Exchange: NYSE

52-Week Range: 32.92 - 42.15
10-Day Average Trading Volume: 4.3 Mil

Beta: 
0.63 (Yahoo Finance)
Financial Information

Earnings per Share: 2.16
Price/Earnings: 15.15
Price/Sales: 1.92
Dividend Rate: 1.24
Current Yield: 3.74 %
Company Analysis

Earnings Growth: +24% (fourth quarter) 
Revenue Growth: +18 % (fourth quarter)

Profit Margin: 13.01%
Return on Equity: 19.79%
Return on Assets: 3.0
Considering these factors, GE is still a good investment.  GE may be performing averagely, but it also is performing close to or better than its chief competitors Citigroup and Siemens AG.  The industry and market in general has caused GE to suffer, however they have still grown as a company despite the current recession.  Also, GE’s beta indicates that it is nonvolatile and a safe stock, whereas some of its competitors are much more volatile. This explains short-term success of certain competitors but also signifies that the success of these competitors can easily change for the worse.

With respect to the WIC Investment Strategy, GE is a large cap value stock that we’ve invested in for long-term growth.  GE is still growing and earning more in its industry than all other competitors due to its size and global influence.  Although GE and its industry have been affected by the recent economic recession, GE has been relatively consistent in their growth over the past 5 years.  Thus, investing in GE is certainly still in accordance with our investment strategy for long term investment.

Peer Analysis
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GE’s performance has been average, following the general recessive trend of the market as seen in its comparison with the Dow Jones and Nasdaq.  Compared to its chief competitors, GE is outperforming Citigroup and slightly underperforming Siemens AG (SI).  The difference between the two companies however is not drastic and can be attributed to the higher volatility of Siemens AG stock.  Although in recent months Siemens has outperformed GE, the gap between the two has been closing and I believe GE still holds an edge over SI due to GE’s larger size and global influence.

Analyst Information

Consensus earnings estimates: 

03/08 – Average Estimate: 0.51

· Growth Rate: +16.14%

06/08 – Average Estimate: 2.43

· Growth Rate: +10.35%

Consensus recommendations:

50% Strong buy

25% Moderate Buy

25% Hold

*information collected from moneycentral.msn.com

Evaluation

Overall, GE is a good large cap value stock worth investing in for the long-run.  Although GE’s performance has been average in recent months, it is still experiencing growth and is a safe, nonvolatile stock.  Currently, Siemens AG is outperforming GE, however Siemens is a smaller company, with more volatile stock, and has recently been receding to average market levels.  GE is vastly larger than its competitors and consequently has a larger influence worldwide and in other industries, such as healthcare and the media.  Despite GE’s past performance, analysts anticipate GE to grow and perform well throughout 2008 and generally recommend a strong or moderate buy.  Moneycentral.com, StockPickReport.com, and TheStreet.com support this suggestion; and MultexInvestor says that GE will outperform the market in 2008.  Another factor to consider is that due to GE’s average/undesirable performance recently, sellers have entered the market and are pushing down the price of GE’s stock.  The current condition of GE stock is economically favorable to buy and is a good long-term investment for WIC, especially if WIC is looking to increase its holdings in large cap value stocks.

Motion

I make a motion to increase our holding of GE stock by 150 shares for long term investment, and recommend to buy as soon as possible while the value of GE stock is low.

