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Recent Company Development

On November 14, 2006 a report was done on Hansen Natural Corporation.  Hansen had fallen to a price of $26.29 after failing to file documents providing information regarding its ownership change filings and stock option grant practices.  Hansen grew steadily all year reaching the current price of $57.35.  Growth is mostly because of the success of Monster Energy drinks.  Revenue growth has been great over the past three years, increasing 63.4%, 93.5%, and 73.6% through 2006, for an average of 76.8%.  Because of the Monster success, Hansen plans to expand Monster internationally.  The company recently signed distribution agreements with Anheuser-Busch and Cadbury Bebidas in Mexico to expand the brand's distribution.  The stock price recently hit an all-time high on Monday October 1, 2007.  
Industry Information

Hansen is a huge growth company.  The company keeps profits high by outsourcing manufacturing to third parties, so it functions primarily as a brand manager and developer.  However, there is currently several other competitors entering the energy drink market because of the category's high margins which will most likely lead to overall operating marginal expansion to be mitigated.  Also, commodity cost inflation and the use of more expensive ingredients are increasing costs and decreasing profits—third quarter profits were smaller than second quarter. Matthew Reilly from Morningstar.com predicts that Hansen will likely sell out to a larger competitor as management has considered a sale.  
Security Information

Ticker Symbol: HANS

Exchange: NASDAQ

52-Week Range: 24.75-57.96

3-Month Average Trading Volume: 1,505,890

Beta: 0.39

Financial Information

Earnings per Share: 1.09

Price/Earnings: 52.08

Price/Sales: 7.63

Dividend Rate: n/a

Current Yield: n/a

Company Analysis

Earnings Growth: 35.90%

Revenue Growth: 56.90%

Profit Margin:
14.47%

Return on Equity: 42.97%
Return on Assets: 29.72%
Peer Analysis

Hansen competes with companies such as Jones Soda Co., Castle Brands, Pepsi, and Coke.  It has the highest year to date stock performance in the beverage industry (Business Week). Hansen’s P/E ratio (52.08) is higher than the industry (23.54), but Hansen’s price/sales ratio is 7.09 which is higher than the industries p/s ratio of 4.04.  The return on equity for Hansen is 42.97 while the industry ROE is 30.74 (Reuters Investing).  Overall, Hansen is a leading company in its industry.  

Analyst Information

The Wall Street Journal ranks the stock as 1.86 (1 being a strong buy and 5 being a strong sell).  Yahoo Finance ranks the stock as a 1.8 with two of its top analysts giving it five stars and another analyst giving it four out of five stars.  Morningstar gives Hansen three out of five stars.  Morningstar says the valuation of Hansen is dependent on continued explosive growth, which depends almost entirely on sales of Monster energy drinks, and the longevity of the product category is unknown. The company's main competitors (Pepsi and Coke) are much larger and have vastly more capital available. Hansen must also forecast demand for products that are experiencing rapid growth.
Evaluation

Hansen group is a huge growth company that may be beginning to plateau and flatten out.  The stock has increased by 110.69% since we bought it last November.  Hansen is still a leading company in its industry, but as the industry is becoming more profitable it is also becoming more competitive.  There are more companies entering the market and cutting in on Hansen’s current market.  Expanding the market internationally may lead to greater revenue and profits.  Also, the price of the stock and the P/E ratio imply that Hansen is currently overpriced.  

