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Using the G-Model to Calculate the
Market-Implied Growth Rate of a Company
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SECURITY ANALYSIS AND VALUATION MODELING

One of the many new enhancements clients can look forward to in our 11.5 release is the ability to
quickly and easily view the Market-Implied Growth Rate of various companies.  This can be done either
graphically while using the G-Model or in a tabular format in StockSelect.

Users have always had the ability to graphically manipulate the assumed long-term growth rate until
the current appreciation potential equals zero, but now it is even easier with the addition of the MIG
Button found in the Net-Line Tool Box.  Users can also find the MIG button in the Net Line Operations
Menu listed under the G-Model.

In the example below, we can see that the market is pricing Harley-Davidson as an 8% grower.  We can
also check that Growth Rate against the Revenue Growth Rate found in the Prospective Growth and
Margin Check page.
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 Prospective Growth & Margin Check StockVal ®

HARLEY-DAVIDSON INCORPORATED (HDI)

Price  58.850  11/12/04 Earnings Adjustments

Percent Change Actual Year Profit Momentum %

Quarter Revenue REV RPS EARN EPS EPS Ago Margin % SF REV EPS

Dec 02   1,026.5   13   13   25   26   0.49   0.39  14.6 +1 +12 +22 

Mar 03   1,113.7   20   20   56   56   0.61   0.39  16.7 +2 +18 +47 

Jun 03   1,218.9   22   22   40   40   0.66   0.47  16.5 +1 +20 +36 

Sep 03   1,133.6     0     0   15   15   0.62   0.54  16.7 +1    0 +14 

Dec 03   1,158.1   13   13   22   22   0.60   0.49  15.8  0 +12 +18 

Mar 04   1,165.7    5    6   10   11   0.68   0.61  17.5 +1  +4 +11 

Jun 04   1,327.8    9   12   22   26   0.83   0.66  18.5 +1  +9 +27 

Sep 04   1,300.7   15   18   21   24   0.77   0.62  17.5  0 +14 +22 

T4Q   4,952.3   10   12   19   21   2.88  17.4 

Dec 04 E   1,313.6   13   17   12   15   0.69   0.60  15.5 +13 +12 

Mar 05 E   1,252.7    7    9   12   13   0.77   0.68  18.2  +7 +12 

Jun 05 E   1,420.0    7    7   11   11   0.92   0.83  19.2  +7 +12 

Sep 05 E   1,287.6   -1   -1   13   13   0.87   0.77  20.0  -1 +13 

F4Q E   5,274.0    6    8   12   13   3.25  18.2 

Point-to-Point Growth Rates (%) Long-Term Growth Rate Estimates (%)

Years REV RPS EARN EPS Median Estimate  15.0%

1   10   12   19   21 Number of Estimates 14

3   15   16   28   29 Standard Deviation  3

5   16   17   28   29 Default GRE Estimate  13.0%

10   16   16   25   25 Analyst GRE Estimate   8.0%

15   13   13   23   23 

20   15   10   31   25 Expected Report Date

The Market-Implied Growth Rate of 8% for Harley-
Davidson closely resembles the Forecast Revenue
Growth of 6% over the next four quarters as opposed
to the double digit Consensus Growth Estimate of
15%.

Users also have the capability to screen on the Market-Implied
Growth Rate using StockSelect, our screening and report writing
tool.  The Market-Implied Growth Rate Data Item can be found in
the Miscellaneous Category.  Below you can see a report of S&P 500
companies sorted by GICS Economic Sector which includes both the
Consensus Long Term Growth and the Current Market-Implied
Growth Rate.

Large discrepancies between a Market-Implied Growth Rate and a
Consensus Growth Rate Estimate should throw up a flag that indi-
cates the company may require further analysis.
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