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COMPANY OVERVIEW NEUTRAL

Forecasted Upper Limit 1.70$       STARBUCKS CORP

Best Estimate 1.36$           Ticker SBUX

Forecasted Lower Limit 1.09$           Last Price $11.82

SBUX Price Chart (Dividends Reinvested)

Components of risk/reward rating are percentile scores for the stock relative to all other stocks in the

Ativo Universe. Scores that are blank indicate that there is not enough information to compute the

score at this time. In such cases, the overall score is derived from the available components.
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Ativo Research’s Investment
Conclusion 
Ativo Research projects as of  this date that 
SBUX will PERFORM IN LINE WITH the 
market averages over the next 6 to 12 months. 
Our decision is based on the stock's relationship 
to its intrinsic value as well as an assessment of 
the momentum of the company's fundamentals. 

Ativo Investment Philosophy 
Ativo's valuation framework is based on the 
financial economics research pioneered by 
Merton Miller, Franco Modigliani and others at 
the University of Chicago. Ativo's contribution 
is the empirical validation and practical 
application that make these principles useful in 
making investment decisions.  
 
The Ativo framework incorporates two 
dimensions. The fundamental valuation 
dimension recognizes that stock prices are 
primarily determined by future cash flows and 
discount rates. Painstaking fundamental 
analysis improves the quality of these forecasts 
and the resulting valuation insights. Ativo's 
focus is to adjust for the effects of inflation and 
remove other accounting distortions, thereby 
providing a more reliable measure of a firm's 
economic performance and future prospects. 
   
The second dimension is focused on 
momentum. Adding a momentum overlay to 
fundamental data like sales and profits 
improves the quality of the resulting forecasts. 
Incorporating price momentum along with 
volatility estimates improves investment 
performance, recognizing that while 
fundamental valuation is the most important 
long-term measure, short-term and medium-
term performance is often dominated by market 
trends, sector rotation, and investor sentiment. 
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VALUATION COMPONENTS NEUTRAL

SBUX
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Overa ll S core 
The composite score, which determines Ativo's 

investment recommendation, incorporates each 
of the seven individual component scores. 
Scores above 80 are rated as strong buys, 
between 71 and 80 are rated as buys, between 
21 through 70 are rated as holds, between 11 
through 20 are rated as sells, below 11 are 

rated as strong sells. All factors incorporated in 
the overall score are assigned a ranking 
between 0 (low) and 100 (high) based on each 
firm's position relative to other firms in the 
Ativo forecast universe. The following panels 
present a detailed analysis of each of these 
factors. In each one, the line chart represents 

the score of the component in the last year. The 
bar chart shows the range of the score in the 
last three years. The red stripe indicates the 
current/latest value and the dark blue bars 
bracketing the stripe indicate the maximum and 
minimum values of the score in the three years. 

Intrinsic F a ir Va lue
This factor compares the current price with 
Ativo's intermediate term target, which is 

based on cash flow, profitability, discount rate 
forecasts, sales growth and asset growth over a 
three-to-five year period. Ativo's discount rate 
estimates are continuously revised such that at 
any given time approximately 50% of firms 
(capitalization weighted) will be overvalued 
and 50% will be undervalued. 
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EARNINGS COMPONENTS NEUTRAL

SBUX

Unfavorable

Unfavorable
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Growth Adjusted Earnings Multiple (PEG)
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Growth Adjusted Earnings 
Multiple (PEG) 
To derive this factor, the current P/E ratio is 
divided by the per-share, inflation-adjusted 

asset growth. This ratio incorporates a 52- 
week-out earnings forecast which is updated on 
a weekly basis, and it differs from the typical 
PEG ratio. The traditional PEG ratio divides 
the earnings multiple by the unadjusted 
earnings growth forecast, which includes 

anticipated inflation, so it can not be used to 
compare values from different time periods and 
it can not be used to compare firms in different 
countries. 

Earning s S urprise
The earnings surprise component compares the 
average of earnings surprises relative to 

forecasts for the past two quarters. 
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MOMENTUM COMPONENTS NEUTRAL

SBUX
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Average
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Price Momentum 
This is a weighted ranking which combines 
both price trend and short-term deviations.  
 

The price momentum component is based on a 
total-return index incorporating both price 
appreciation and dividends. The actual 
momentum statistic compares the latest 39- 
week moving average versus the moving 
average thirty-nine weeks earlier. This statistic 

is also adjusted for company-specific volatility 
relative to the S&P 500.  
 
The deviation component compares the firm's 
current price with the 39-week volatility-
adjusted moving average. 

Sales growth 
This component is based on the percentage 
change over the last two quarters of trailing 
four-quarter sales per share. 
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TREND COMPONENTS NEUTRAL

SBUX

Average

Most Favorable
    This indicator recognizes that different 
    firms can do better or worse in different 
    types of markets. Performance is measured
    since the last market turning point, which 
    is identified by Ativo's ongoing review as
    representing a fundamental change in the 
    character of market conditions. These 
    turning points typically unfold once or
    twice a year, often around quarter-end
    dates. For a look at the most recent turning
    point, see page 7.
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Return On Investment (ROI) Trend
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Return on Investm ent
(ROI) Trend 
This indicator measures the degree to which 
the firm is improving its real economic 
performance relative to the corporate sector as 
a whole. The calculation evaluates the 

forecasted trend in ROI over the next five 
fiscal years and then compares that trend with 
actual performance over the past three fiscal 
years. 

Return Since Last Turning Point 
This indicator recognizes that different firms 
can do better or worse in different types of 
markets. Performance is measured since the 
last market turning point, which is identified by 

Ativo's ongoing review as representing a 
fundamental change in the character of market 
conditions. These turning points typically 
unfold once or twice a year, often around 
quarter-end dates. For a look at the most recent 
turning point, see page 7. 
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INDUSTRY OVERVIEW NEUTRAL

SBUX Restaurants

TICKER SBUX SDXAY DRI THI BKC WEN

Overall Score 27 7 31 24 3 5

Expected Shareholder Return 24 20 29 28 18 12

Growth Adjusted Earnings Multiple (PEG) 16 37 28 37 11 101

Earnings Surprise 15 0 55 73 73 0

Price Momentum 47 79 67 65 80 42

Sales Growth 37 0 58 85 69 4

Return On Investment (ROI) Trend 25 93 29 73 60 1

Return Since Last Turning Point 82 30 90 35 15 57
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Industry Short Term Returns
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Industry Analysis 
Investment decisions regarding individual 

firms should be considered within the context 
of industry sectors. Although a specific stock 
may be highly rated, investors will often wish 
to consider other similar firms that may be 
rated even more highly.  
 

 
The  horizontal bar chart compares SBUX to 
the firms in its GICS sub-industry group 
closest in market capitalization. In cases where 
five firms are not available in the same GICS 
sub-industry we picked firms in the same GICS 

industry group closest in market cap. They may 
or may not be direct competitors and therefore 
may not be alternatives as investments.  
  
 
 

The table compares the selected firm with the 
five representative firms in the industry, 
showing both the overall score and the 
indicators that comprise that score.  

Industry Short Term Returns 
 
The graph on the left shows overall investment 
performance for the selected firms, as well as 
indicating the degree to which individual 
stocks are moving together or apart. Firms in 
the upper-right corner of the graph have been 
consistent positive performers, while those in 
the lower-left corner of the graph are persistent 
underperformers. Firms in the upper-left corner 

have been weak in the medium term, but strong 
more recently, and vice versa for firms in the 
lower-right corner. The sizes of the circles 
indicate the relative market capitalizations of 
the firms. 
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MARKET OVERVIEW

 Return Rankings
Since Last Weekly 13 Weeks 1 Year

1. Cost of Capital Factors* Turning Point Gain/Loss Gain/Loss Gain/Loss 

Low Asset Size 15 12 2 7

Low Trading Volume 6 1 3 5

High Price Volatility 5 15 4 16

Low Dividends 8 7 1 6

High Asset Growth Forecast 7 8 6 2

High Q ratio 16 14 7 13

Low Cost of Capital 13 13 8 10

2. GDP Factors*

Low Q Ratio 1 3 10 4

High Debt Usage 3 11 5 14

Low Asset Growth Forecast 10 9 11 15

High Cost of Capital 4 4 9 8

3. Flight to Safety Factors*

High Asset Size 2 5 15 11

High Trading Volume 11 16 14 12

Low Price Volatility 12 2 13 1

Low Debt Usage 14 6 12 3

High Dividends 9 10 16 9

* As of 4/2/2009
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ATIVO Market Sentiment Indicators
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Market Sentiment Indicators
Ativo measures market sentiment by 
categorizing factors affecting market 

performance. A number of factors are 
combined into three indexes. The Cost of 
Capital Factors Index is comprised of stocks 
that benefit from a drop in the cost of capital. 
The stocks in the GDP Factors Index thrive in 
response to a rise in economic activity. The 
Flight to Safety Index measures  the 
performance of stocks in response to financial 
strains and other crises. The goal of tracking 

these indexes is to capture major changes in the 
market trend in order to make strategic 
decisions going forward. These indexes are 
updated and plotted weekly, as shown in the 
chart on the left. Within three to five weeks the 
change in market trend becomes obvious. The 
most recent turning point was 3/6/2008. 

Return Rankings 
The table on the left shows return rankings of 
the components of each index. Portfolios of 
stocks for each component have industry 
weightings that are reflective of the market. As 
an example of one attribute, stocks are ranked 

across the Ativo forecast universe according to 
their asset size. A selection of stocks with low 

asset size rankings are included in the Low 
Asset Size Portfolio in the Cost of Capital 
Factors, since firms with low asset bases 
relative to others are more sensitive to changes 
in the cost of capital versus firms that have a 
larger base of assets. The relative performance 
of the low asset firms versus the high asset 
firms is tracked. For each of time period, each 
component portfolio is ranked versus the others 
(1 is best and 16 is worst) to provide a picture 
of which attributes have been rewarded by the 
market. 
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STRATEGIC PLANNING CHARTS

SBUX
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DCFROI (Columns) and Real Cost of Capital (Line)
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Economic Value and Stock 
Performance 
The first chart shows DCFROI (real cash return 
on investment) relative to the firm's real cost of 

capital. Firms that earn a return above the cost 
of capital create value for shareholders, and 
often create additional value by  increasing 
their rate of profitable growth. Firms that earn 
a return below their cost of capital may still be 
profitable, but are often destroying value for 

shareholders. Firms neither add nor destroy 
value when they are earning at or near their 
cost of capital. Such firms do not add value by 
growing, and instead should devote 
management attention to improving operating 
performance. 

 
The second chart depicts the relationship 
between the net DCFROI and the Q ratio, 
another measure of value creation. Net 

DCFROI is inflation-adjusted CFROI. The Q 
ratio is the current market value of the firm 
(debt plus equity) to inflation-adjusted book 
value of the firm. The Q ratio indicates the 
ability of the firm's management to extract 
value from the firm's current asset base. A Q 

ratio of 1 indicates that market value of the 
firm is equal to its book value. Therefore a 
ratio lower than or equal to 1 is not desirable. 
 
The last chart shows total investor return 
relative to the S&P500 during the period. Total 

return is calculated with dividends and other 
distributions reinvested, and the starting value 
is indexed to 100. 
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IMPORTANT DISCLOSURES
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Ratings 
Definitions 
Strong Buy 81 + Expected to significantly outperform the S&P 500 producing above 

average returns. 
Buy 71 - 80 Expected to outperform the S&P 500 producing above average returns. 

Neutral 21 - 70 Expected to perform in line with the S&P 500 with average returns. 

Sell 11 - 20 Expected to underperform the S&P 500 producing below-average 
returns. 

Strong Sell 1 - 10 Expected to significantly underperform the S&P 500 producing below 
below-average returns. 

 
Based on traditional non-weighted percentiles, a stock would be assigned a percentile of X because it had 
an Overall Score greater than the Overall Score of X% of the stocks.  Our approach is based on weighted 
percentiles under which a stock is assigned a percentile of X because the sum of the market cap of all firms 
with a worse or equal Overall Score is equal to X% of the total market cap of all firms. 
 
 
Coverage: As of the date this report was published, Ativo Research, LLC covered and rated 

4287 companies with 5.6 % rated Strong Buy, 3.8% rated Buy, 38.6% rated 
Neutral, 20% rated Sell and 31.9% rated Strong Sell. 

 
 
Disclosures and Disclaimers – Ativo Research, LLC 
Ativo Research, LLC (“Ativo”) produced this report in its entirety. The information presented in this 
report has been obtained from sources deemed to be reliable, but Ativo does not make any representation 
about the accuracy, completeness, or timeliness of this information. This report was produced by Ativo for 
informational purposes only and nothing contained herein should be construed as an offer to buy or sell or 
as a solicitation of an offer to buy or sell any security or derivative instrument. This report is current only 
as of the date that it was published and the opinions, estimates, ratings and other information may change 
without notice or publication. Past performance is no guarantee of future results. Prior to making an 
investment or other financial decision, please consult with your financial, legal and tax advisors.  Ativo 
shall not be liable for any party’s use of this report. 
 
Ativo is not a broker-dealer and does not buy, sell, maintain a position, or make a market in any security 
referred to herein. Ativo has not sought, nor does it intend to seek investment banking revenues from any 
company discussed or referred to in this report.  During the past 12 months, Ativo has not received 
compensation  from any company discussed or referred to in this report. An affiliate of Ativo may buy or 
sell the securities referred to herein. 
 
COPYRIGHT © 2008 Ativo Research, LLC. – Unauthorized duplication and distribution of this report is 
strictly prohibited. 
 



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveEPSInfo true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /Unknown

  /Description <<
    /FRA <>
    /ENU (Use these settings to create PDF documents with higher image resolution for improved printing quality. The PDF documents can be opened with Acrobat and Reader 5.0 and later.)
    /JPN <FEFF3053306e8a2d5b9a306f30019ad889e350cf5ea6753b50cf3092542b308000200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e30593002537052376642306e753b8cea3092670059279650306b4fdd306430533068304c3067304d307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e30593002>
    /DEU <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


