
 
 

 
ANALYST QUICK NOTES 
New products, M&A announcements, management shakeups, earnings surprises. Whatever the news, 
you want to know what Argus thinks. Our Quick Notes fill this need by providing real-time analysis of 
current news about Argus-covered companies or other market-moving events. Please check back 
regularly for new Quick Notes. Important disclaimer information is on the last page of this document. 
 

 
Gentherm Inc. (NGS: THRM: BUY) 
Target Price: $54 
Bill Selesky 
5/11/2015 
 
Event: Gentherm’s 1Q15 Earnings Results 

 1Q15 revenue of $206.9 million (versus $193.9 million in 1Q14) 

 1Q15 EPS of $0.55 per share (versus $0.47 per share in 1Q14) 

 Gross margin of 32.2% (versus 29.4% in 1Q14) 

 Outlook for 2015 reaffirmed (10%-15% y-o-y revenue growth) 
 
Our Takeaways: 

 We expect THRM to formally adopt a sustainable gross margin (GM) rate of 28%-30% 

 The current GM rate of 26%-27% trending higher on product launches & efficiencies 

 We expect sales guidance of up 10%-15% to be raised as year progresses (ex: currency) 
 
Recommendation: 

 BUY-rated (Industry fundamentals positive and operations performing strongly) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



Whole Foods Market Inc. (NGS: WFM: HOLD) 
Target Price: NA 
Chris Graja, CFA 
5/11/2015 
 
Roadmap for our Recommendation 
 
What’s New? 

 After the close of trading on May 6, Whole Foods reported fiscal 2Q15 earnings of $0.44 per 
share, up 16% year-over-year.  

o The GAAP profit included a benefit of $0.01 per share from a non-routine credit from 
suppliers. This isn’t a major issue, but with the exclusion of this penny. 

 Shares down almost 10% on Thursday and more than 1% on Friday. 

 Adjusted profit was just below our estimate of $0.44 and in line with the Bloomberg consensus 
forecast of $0.43. 

 Comparable sales were below consensus. 
o Comparable-store sales rose 3.6% in constant currency based on a 0.8% increase in the 

number of transactions and a 2.8% increase in basket size.  
o The consensus called for a comp increase of 5.2%, according to StreetAccount, and a 

5.3% increase according to Bloomberg.  

 The company announced that it would launch a new store concept that would be smaller than 
existing stores and targeted to younger, more value-conscious shoppers.  

 
What are the Debates? 

 New store concept 
o There seemed to a bit more analyst skepticism about the company’s belief that it can 

operate more than 1,200 Whole Foods stores while also introducing a new line of 
smaller, value-focused stores. 

 Comps 
o Deceleration from 4.5% in 1Q to 3.6% in 2Q 
o Deceleration in transactions: 

 Through Feb 8, transactions up 2.9%. 
 Transactions up just 0.8% for the quarter. 

 
What Happened? 

 Management “Difficult to quantify it…a lot of factors involved.” 

 Likely Issues: 
o Cannibalization in Florida and Chicago from store openings. 
o Management: “More competition than ever before.” 
o Store closures from weather. 

 
 
 
 
 
 
 



Our Roadmap 

 Reminder: 
o We reduced our rating from BUY in January 2015 after the shares surpassed our $50 

price target and reached our assessment of fair value. 
o The shares outperformed the S&P 500 by approximately 25 percentage points, returning 

about 33% during the period that we rated them BUY -- between May 2014 and January 
2015. 

 Any future decision to upgrade WFM will depend on the outcome of our store visits and our 
judgment that competitive pressures are already factored into the share price.  

 We will also consider the potential of the company’s new retail store concept, which will focus 
on offering “value prices.”  

 While we remain optimistic about the company’s prospects, we will need to consider the impact 
of the new value-priced business on existing stores and the possibility that it will have lower 
margins than the current business. 

 Believe that the shares’ current valuation remains fair to attractive. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

 
DISCLAIMER 
This Note reflects the current thinking of an Argus analyst anticipating or responding to corporate 
earnings reports or other news relevant to covered companies. This Note may be an initial, real-time 
response to developments that are expected to impact stocks under coverage; as such, it does not 
imply that the information in it is correct as of any time after its preparation or that there has been no 
change in the business, financial condition, prospects, creditworthiness or status of a covered 
company. The views or opinions expressed in this Note are subject to change pending further analysis. 
This Note is produced and copyrighted by Argus, and any unauthorized use, duplication, redistribution 
or disclosure is prohibited by law and can result in prosecution. The opinions and information 
contained herein have been obtained or derived from sources believed to be reliable, but Argus 
makes no representation as to their timeliness, accuracy or completeness or for their fitness for any 
particular purpose. This Note is not an offer to sell or a solicitation of an offer to buy any security. The 
information presented in this Note is for general information only and does not specifically address 
individual investment objectives, financial situations or the particular needs of any specific person 
who may receive this Note. Investing in any security or investment strategies discussed may not be 
suitable for you and it is recommended that you consult an independent investment advisor. Nothing 
in this Note constitutes individual investment, legal or tax advice. Argus may issue or may have issued 
other reports that are inconsistent with or may reach different conclusions and opinions than those 
represented in this Note, and all opinions are reflective of judgments made on the original date of 
publication. Those reports may reflect the different assumptions, views and analytical methods of the 
analysts who prepared them and Argus is under no obligation to ensure that other reports are 
brought to the attention of any recipient of this Note or to update or keep current the information 
contained in other reports so that such information is consistent with, or not contrary to, the 
information contained in this Note. Argus Research is an independent investment research provider 
and is not a member of the FINRA or the SIPC. Argus Research is not a registered broker dealer and 
does not have investment banking operations. None of our research is attributable to Argus Investors’ 
Counsel, a registered investment adviser and the asset management arm of Argus Research. Argus 
shall accept no liability for any loss arising from the use of this report, nor shall Argus treat all 
recipients of this report as customers simply by virtue of their receipt of this material. Investments 
involve risk and an investor may incur either profits or losses. Past performance should not be taken 
as an indication or guarantee of future performance. Argus has provided independent research since 
1934. Argus officers, employees, agents and/or affiliates may have positions in stocks discussed in this 
report. No Argus officers, employees, agents and/or affiliates may serve as officers or directors of 
covered companies, or may own more than one percent of a covered company’s stock. 
 

 


