Quarterly report for AFAM    4th Quarter



Date:
03/14/2011
Percentage change in Sales from year ago quarter: 8.5%
Percentage change in Earnings per Share from year ago quarter: 2.8%
Is company meeting our target sales & earnings estimates at bottom of p. 1 of SSG? No. 14/7 in Jan; 13.8/7.4 in Mar.  Dichotomy ‘tween estimated analysts growth rates and EPS quotes. 
Pre-tax Profit on sales trend?   UP at 15.3%
Return on equity trends?  DOWN; still above 20%
Debt?  DOWN at 0.7% debt to equity; 1.6% debt to total capital
Current P/E ratio is: 11.2   

 Where does the P/E fall in my estimated High/low range of PE's? 18% below Hi; 33% above Lo.
Signature PE is: 

Off 10yr Median: 13.9; 
Off 5yr avg: 14.05; 
EllisT: 12.1
Club cost basis for this stock is $34.98                  Current price is $36.65
Has stock met S&P's 12-month target price from a year ago? Not estimated by S & P
Current fair value:  Morningstar:  Not Stated by M*        S&P: Not Stated by S & P   
GURUFocus Fair Value: $73.74 w/Margin of Safety of 50%
My SSG Total Return is:  16.5%

Projected Average Return is: 9.1%
What will drive future growth?  Internal efficiencies; complete assimilation of recent acquisition will directly impact revenues and earnings. These companies know their margins are under pressure and they are working hard internally to become more efficient company wide plus working externally together to prove that home health care is the most cost efficient answer to many intermediate and long term care costs. AFAM is looking to use their cash and debt access to find good, small, local companies with excellent management and strong local repuations that can be immediately accretative to revenues and earnings. They expect to grow from internal efficiencies, unit growth in clients and acquisitions. They feel strongly that now is a time of consolidation in the industry and they intend to be a consolidator.
Additional comments:  Recommending a hold vice buy due to size of holdings in portfolio PLUS I’d like to see improvement in ROE and Pert % Change columns for PTP, EPS and Sales. The company is a good value right now but will not improve much in the near future until the health care industry stabilizes. 
Recommend: Hold        
