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Koninklijke Ahold NV  

AHONY  

Price: $14.85 ($12.50 - $14.75) 

Fiscal Year Ends: December 31 

 

April 24, 2008                                          Ashley Nguyen 

Russell 2000 Index: 39.93 (37.67 ï 44.32)                    Consumer Services Sector 

                 

Koninklijke Ahold (AHONY) is an international group of supermarket and foodservice operators 

based in the U.S.A. and Europe. AHONY also finances, develops, and manages store sites and 

shopping centers primarily to support its retail operations. AHONY's retail and foodservice 

operations are presented in seven business segments: Stop & Shop/Giant-Landover Arena, 

Giant-Carlisle/Tops Arena, Albert Heijn Arena, Central Europe Arena, Schuitema, Other retail 

and U.S. Foodservice. Some of Co.'s brands are Stop & Shop, Giant-Landover and Peapod, 

Etos, Gall & Gal,l and Ahold Coffee Company.  AHONY provides an easy, convenient and 

appealing shopping experience through continuous customer focus. They are committed to 

offering their customers the best value, the highest quality and healthy choices. 

  

Recommendation   

AHONY is one of the worldôs largest grocery retailer 

and a leading supermarket operator along the east 

coast of the U.S.  The Company is the number one 

food retailer in the Netherlands with Albert Heijn and 

Schuitema.  The company was hurt in 2003 by the 

accounting scandal of it former CEO, but after 

replacing him, the company has shown strong growth 

from the disaster.  With the Companyôs knowledge of 

local markets and consumers, it gives them a strong 

competitive position.  The new plan to reduce cost by 

500m will enable them to build two Continental 

platforms to simplify their structure.  The plan to cut 

cost will make executing their strategy easier.  I am 

recommending the addition of AHONY to the AIM 

equity portfolio with a $14.00 target price.  

 

Investment Thesis  

 Improving product and service offering.  Ahold 

holds a number one position in the United States and Europe with clear prospects for 

sustainable profitable growth.  In saying so, the Company has the resources to excel in fresh 

foods by improving quality, selection, and presentation.  They also have the ability to 

improve and expand the existing general merchandise assortment. 

 Additional Store Openings. Ahold will continue to reach new customers in areas where it 

can achieve an attractive return.  It will open stores in new format concepts and upgrade 

existing stores.  The Company will also continue to look at targeted fill-in acquisitions to 

provide opportunities to reach new customers. 

Key Statistics  Apr. 24, 2008 

Market Cap $18,092.36m 

Shares Outstanding 1,244.54 

Average Volume 119,965** 

Beta .820* 

EPS (TTM) $2.75 

F2009 Estimated EPS $1.16 

PEG Ratio 0.4 

P/E (TTM) 13.6 

P/S (TTM) 0.3 

WACC 9.11% 

Debt/Assets 40.79 

ROE 18.57% 

Gross Margin 20.82% 

Operating Margin  3.29% 

Target Price $14.00 
Source: Morningstar, Bloomberg*, Yahoo! 

Finance** 
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 Customer Insight. Their proven repositioning strategy and knowledge of customers, 

superior to their competition, will help them serve customers better and keep them at the 

front of the industry.  They are able to provide customers with the best choice by focusing on 

fresh private label and general merchandise.   

 Online Business. The Company is looking into furthering the development of their online 

business.  The online business is a fast-growing segment where they already have a leading 

position.  This will enable them to reduce cost, simplify the business by improving 

technology. 

 

Valuation 

The discounted cash flow valuation for Koninklijke Ahold indicates an implied share price of 

$13.42, compared to the current price of $13.23. Adjusting for WACC assumptions leads to a 

price range of $11.34-$14.75 and adjusting for varying scenarios reflects a price range of $12.55-

$14.12 for the stock. Taking into account all metrics, a target price of $14.00 is reasonable.  

 

Risks 

 Competitors.  In an increasingly competitive world, people have countless choices about 

where to shop.  To compete in their industry, the company has to be able to make an 

emotional connection with customers and develop a powerful consumer brand.  Falling short 

of the strategy will cause the company to lose customers to their competitors. 

 Strategic Risks.  The Company adopted a strategy that includes a realignment of its portfolio 

to focus on core retail business in its restructured continental organizations: the United States 

and Europe, the continued roll-out of value repositioning programs, and the reduction of 

costs.  They may incur unanticipated costs and may not be able to achieve these targets. 

 Financial Risks.  Ahold is exposed to foreign currency translation risks and currency 

transaction risks.  A substantial portion of its assets and liabilities are denominated in foreign 

currencies, primarily the U.S. dollar.  As a result, the Company is subject to foreign currency 

exchange risks due to exchange rate movements.   

 Operational Risk.  Ahold is a low-margin business and its operating income is sensitive to 

price fluctuations.  The Company makes a significant portion of its sales at prices that are 

based on the delivered price of products it sells plus a percentage markup. As a result, 

Aholdôs absolute levels of profit may decline during periods of food price deflation, even 

though the gross profit percentage may remain relatively constant.  

 

Management 

John Rishton assumed the position of Executive Vice President and CFO on January 2, 2006.  

Ahold's shareholders appointed him to the Corporate Executive Board in the position of CFO on 

May 18, 2006.  On April 27, 2007 he was appointed President and CEO. 
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Ownership 

% of Shares Held by Insiders: 0% 

% of Shares Held by Institutional & Mutual Fund Owners: 100% 

                         Source: Bloomberg 

Top 5 Shareholders 

Holder Name Shares Held Percent of Share Outstanding 

Brandes Investment Partners 39,110,412 3.21% 

Sasco Capital Inc. 14,596,880 1.20% 

Phoenix Investment 2,739,800 0.22% 

Contravisory Research & Management 718,693 0.06% 

Oechsle International Advisors 625,668 0.05% 

                                           Source: Bloomberg 
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Bio-Reference Laboratories, Inc. 

BRLI  

Price: $25.02($23.61-$35.80) 

Fiscal Year Ends: October 31 

 

April 24, 2008                                                                             Lauren Grebe 

Russell 2000 Index: 703.71 (643.28- 856.48)                             Healthcare Sector 

 

Bio-Reference Laboratories, Inc. provides clinical laboratory testing and esoteric testing 

services primarily to the greater New York area. Their customers are governmental units, 

clinics, employers, and doctors. Routine clinical tests include cholesterol checks, pap smears, 

pregnancy tests, and blood cell counts. In 2006 BRLI purchased GeneDx, which uses DNA 

sequencing technology to diagnose genetic disorders. The GenPath business unit performs 

esoteric testing in endocrinology, genetics, immunology, microbiology, oncology, serology, and 

toxicology.  CareEvolve is a physician-based connectivity portal for clinical labs, and 

PSIMedica provides health information analytics for insurers, clinical trial companies, and 

health plans. BRLI was founded in 1981 in Elmwood Park, New Jersey and currently has 1,243 

employees. 

 

Recommendation   

Bio-Reference Laboratories, Inc. (BRLI) is the largest 

regional lab testing corporation of its kind. They have 

experienced incredible growth, with a 29.2% increase in 

net income for 2007, as compared to the industry 

median of 13.9%. ROE of BRLI is 17.8% while the 

industry median is 10.7%. ROA is 9.8%, compared to 

the industry median is 2.2%.   They intend to further 

expand laboratory operations through marketing and 

diversify through acquisitions. GeneDxôs esoteric 

testing will be the main driver of growth as they 

continue to develop tests for diagnosis of developmental 

disorders. These new gene tests will create increased 

margin growth. While core clinical lab testing is 

continuing to gain regional market share, esoteric 

testing is taking over lab testing as a percentage of 

sales. Esoteric testing was 25% of sales in 2001, 45% in 

2007, and is expected to surpass clinical lab testing in 

2008. Considering the above factors and a target price 

of $35.91, a recommendation has been made to buy Bio-Reference Laboratories, Inc. 

 
Investment Thesis 

 Growth Potential of GeneDx. GeneDx has the potential for nationwide expansion in 

esoteric testing. The unique nature of testing, and experienced clinicians and researchers have 

made GeneDx the major source of growth in 2007 and is expected to continue in the future.  

Development of new tests and platforms in esoteric areas will result in a unique product with 

high margins.  

Key Statistics Apr. 24, 2008 

Market Cap $344.529M 

Shares Outstanding 13.781M 

Average Volume 106.751 M 

Beta 0.55 

EPS (TTM) $1.02  

2008 Estimated EPS* $1.01  

P/E (TTM) 24.51 

PEG 1.00 

WACC 8.79% 

Debt/Equity* 40.00% 

ROE 17.80% 

Gross Margin* 47.81% 

Operating Margin 9.84% 

Target Price $31.28  
Source: Yahoo! Finance, *Thompson 

Financial 
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 Increasing Regional Market Share. Patient count is up 15% and net revenue per patient is 

up 9% for the first quarter of 2008 over the first quarter of 2007.  They have over 50 clinics 

in the greater New York area. BRLI attributes their high customer retention to superior 

marketing representatives and service. 

 Gross Profit Margin . BRLI has a gross profit margin of 47.81%, as compared to the 

industry median of 40.8%.  This will remain stable or increase over time through the 

development of new esoteric tests and platforms, and through decreasing costs in clinical lab 

testing. 

 

Valuation 

A discounted cash flow model with a WACC of 8.79% gives a target price of $31.28, and a 

potential upside of 25.01%. Adjusting the WACC assumptions leads to a price range of $28.50-

$34.55.  
Terminal Growth Rate

31 2.50% 2.75% 3.00% 3.25% 3.50%

8.20% 33.05$                34.25$                35.57$              37.02$              38.62$              

8.50% 31.07$                32.13$                33.28$              34.55$              35.93$              

8.79% 29.32$                30.26$                31.28$              32.39$              33.60$              

9.10% 27.66$                28.50$                29.40$              30.37$              31.44$              

9.40% 26.19$                26.93$                27.73$              28.60$              29.54$              

W
A

C
C

 
 

Risks 

 Accounts Receivable. BRLI is paid by government entities, insurance companies, Medicare, 

and Medicaid. The billing system is very complex where kickbacks and uncollectible 

accounts have been an issue. AR collection time is currently 133 days, making collections a 

large area for improvement. The industry days for salesô outstanding is 56. 

 Highly Regulated Industry.  Breaking laws or regulations can result in large fines or loss of 

license. To date, BRLI has no history of compliance issues. Any future issues could result in 

large losses. Changes in laws regarding Medicare and Medicaid could also negatively impact 

earnings. 

 Acquisitions. As BRLI delves further into esoteric testing, nationwide expansion will occur 

partially through acquisitions. Though management has been very selective in acquiring 

companies, having recently backed out of an acquisition, smooth integration will be an issue. 

 

Management 

Marc Grodman M.D. has been the founder, chairman, CEO, and president since BRLIôs 

founding in 1981. BRLI cites dependence on Gorman as one of their potential weakness if he 

were ever to leave the corporation. 

 

 

 

 



Marquette University AIM Fund                                May 5, 2008      Page 8 

 

 

 

 

Ownership 

% of Shares Held by All Insider and 5% Owners: 16% 

% of Shares Held by Institutional & Mutual Fund Owners: 72% 

                        Source: Yahoo! Finance 

Top 5 Shareholders 

Holder Name Shares Held Percent of Share Outstanding 

ARBOR CAPITAL MANAGEMENT, LLC 732,900 5.32% 
NORTHPOINTE CAPITAL LLC 597,306 4.33% 
OPPENHEIMER FUNDS, INC. 567,433 4.12% 
WASATCH ADVISORS INC 527,135 3.83% 

EMERALD ADVISERS 499,660 3.63% 

     Source: Yahoo! Finance 
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Cross Country Healthcare 

CCRN 

Price: $11.99($10.11-20.12) 

Fiscal Year Ends: December 31 

 

April 24, 2008                                                                 Caitlin Gerdes 

Russell 2000 Index: 708.11 (643.28 ï 856.48)                                          Business Services Sector 

                

Cross Country Healthcare is a leading provider of nurse and allied staffing services (80% of 

FY07 revenues), clinical trials services (13% FY07 revenues), and other human capital 

management services (7% FY07 revenues) focused on healthcare. CCRN currently serves a 

national client base of approximately 4,000 hospitals, healthcare organizations, and other 

pharmaceutical and biotechnology companies.  In July 1999, an affiliate of Charterhouse Group 

International, Inc. and members of management acquired the assets of Cross Country Staffing.  

A few months later, they acquired TravCorps and changed the name to Cross Country 

TravCorps. In 2003, the company changed its name to Cross Country Healthcare. It is currently 

headquartered in Boca Raton, Florida with additional offices in Massachusetts, Florida, and 

Pennsylvania.  

 

Recommendation   

CCRN has a major advantage over other staffing 

firms because of its diversification of service 

segments to the healthcare industry.  Over the last 

year, the company has recorded strong top-line 

growth while consistently beating guidance and 

analyst expectations (Q407 EPS up 29.4%, above 

guidance by 9.4%).  Based on a strong demand for 

professional services, a diversified business product 

offering, strong acquisition history, and the ongoing 

demand for medical staff, it is recommended that 

CCRN be added to the AIM fund with a target price 

of $15.30.  

 

Investment Thesis 

 Nursing Demand.  The demand for registered nurses has been strong for the past ten years 

due to an increasing demand and an undersupply.  In addition, the aging population, 

including nurses who will soon retire, will require more medical attention, ensuring the 

continued need for nurses in the upcoming years.   

 Nurse Staffing Regulation.  The Nurse Staffing Standards and Patient Safety Quality Care 

Act (H.R. 1222) is currently pending a study of licensed practical nurses staffing levels.  The 

bill would establish minimum registered nurse-to-patient ratios in acute care settings that 

CCRN has contracts with. 

 Acquisitions providing diversified position. CCRNôs recent additions of companies in the 

human capital management segment, including Assent Consulting in July 2007 for $19.6M 

Key Statistics Apr. 24, 2008 

Market Cap 387.34M* 

Shares Outstanding 31.60M*  

Average Volume 236,546* 

Beta 1.528* 

EPS (TTM) $0.74* 

2008 Estimated EPS $0.83** 

P/E (TTM) 14.99 

PEG 0.88* 

WACC 12.35%**  

Debt/Assets 7.37** 

ROE(TTM) 6.42%* 

Gross Margin 3.42%* 

Operating Margin 5.86%* 

Target Price $15.30 
Sources: Yahoo! Finance*, Bloomberg** 
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cash, have increased segment revenue by 8% compared to the same period the year before.  

These recent acquisitions have provided for diversified services to its existing clients. 

 Expansion in Healthcare. Healthcare spending in the U.S. increased 6.7% in 2006, 31% 

of which was attributed to hospital services. In order to staff this increased expansion, 

hospitals are utilizing temporary staffing for more than 5% of their workforce. 

 

Valuation 

Currently, Cross Country Healthcare is trading at 15.04x current EPS.  Due to CCRNôs strong 

growth and acquisition power, we believe that the company can trade at 18x.  Using 18x 2008 

estimated EPS of $0.83, a $14.94 target price was yielded.  Alternatively, a ten year DCF Model 

found the price of the stock to be $15.68.  The assumptions used in this valuation were an 

average growth rate of 10% for 2008-2011 and 11% from 2012-2017.  A terminal growth rate of 

4% and a WACC of 12.35% were used.  Under a bullish assumption (5.00% terminal growth, 

10.35% WACC), a $23.93 target price was found.  On the contrary, a bearish valuation (2.5% 

terminal growth rate, 14.35% WACC), an $11.51 price was found.  A price target of $15.30 is 

set on CCRN.  

 
Figure 1: Sensitivity Analysis for CCRN 

LT-G WACC

15.68$         10.35% 11.35% 12.35% 13.35% 14.35%

2.50% $18.56 $16.17 $14.28 $12.76 $11.51

3.00% $19.34 $16.73 $14.70 $13.08 $11.75

3.50% $20.24 $17.36 $15.16 $13.42 $12.02

4.00% $21.27 $18.09 $15.68 $13.81 $12.31

4.50% $22.49 $18.91 $16.27 $14.24 $12.63

5.00% $23.93 $19.87 $16.93 $14.72 $12.99  
 

Risks 

 Employee Retention.  CCRNôs ability to retain its high experienced professionals and 

effectively recruit new talent is key to the companyôs growth and success, which may come 

at a higher cost of providing more attractive compensation and benefit packages.   

 Inability to satisfy demand.  The continued shortage of nurses will make it difficult for 

Cross Country Healthcare to fully satisfy the needs that its clients possess. 

 Competition for acquisition.  The competitive environment and low barriers to entry in the 

nurse and allied staffing segment will make it more difficult for CCRN to acquire new 

business segments, which has been its major growth strategy for the last few years. 

 Reimbursement from clients. Some clients are reimbursed under the Medicare and 

Medicaid programs for the services they provide.  In recent years, federal and state 

governments have made changes in these programs that have reduced the reimbursement 

rates to healthcare agencies.  As a result, CCRN may not receive payment as quickly as 

desired. 

 

Management & Board Members 

Joseph Boshart has served as President and CEO since July 1999.  Before becoming President 

and CEO, he worked for their predecessor, Cross Country Staffing.  
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Ownership 

% of Shares Held by All Insider and 5% Owners: 9% 

% of Shares Held by Institutional & Mutual Fund Owners: 102% 

    Source: Yahoo! Finance 
Top 5 Shareholders 

Holder Name Shares Held Percent of Share Outstanding 

Dimensional Fund Advisors Inc. 2,715,610 8.76% 

Royce & Associates, Inc. 2,505,100 8.08% 

Dawson-Herman Capital Management, Inc. 1,746,395 5.63% 

Barclays Global Investors UK Holdings 1,558,782 5.03% 

Vanguard Group, Inc. 963,621 3.11% 

            Source: Yahoo! Finance 
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China Medical Technologies Inc. (ADR) 

CMED 

Price: $38.04 ($22.81 ï $57.50) 

Fiscal Year Ends: March 31 

 

24 April 2008                                                  Katie Wycklendt 

NASDAQ Global Mkt Composite: 921.63 (840.80 ï 1,242.77)     International Healthcare Sector  

                 

China Medical Technologies is a leading provider of healthcare diagnostic systems and cancer 

treatment devices in China. Through its wholly owned subsidiaries Beijing Yuande Bio-Medical 

and Beijing GP Medical Technologies, CMED develops, manufactures, and markets two 

different product groups. The in-vitro diagnostic (IVD) line includes Enhanced 

Chemiluminescence Immunoassay (ECLIA) and Florescent in situ Hybridization (FISH) 

technologies that detect a wide range of disease and disorders. The second line involves High 

Intensity Focused Ultrasound (HIFU) commonly used as therapy for solid cancers and benign 

tumors. Among its customers are large and medium-sized hospitals in China. Incorporated in 

1999 in China as Beijing Yuande Bio-Medical Engineering Co. Ltd., CMED was renamed at its 

2004 IPO and is headquartered in Beijing, China. 

 

Recommendation   

China Medical Technologies, with its location in the 

budding Chinese healthcare market, is positioned for 

major growth. As the standard of living improves in 

heavily populated China, there will be increased 

demand for healthcare diagnostics and cancer 

treatments. With experience in operating in the 

Chinese environment, CMED is prepared to serve the 

growing market and may become an attractive 

takeover target in the future. Given these conditions, a 

target price of $54.00, and the current market price of 

$38.04, CMED appears to be highly undervalued. 

However, commentaries are lacking on the historical 

information and management of this company. 

Results for fiscal year 2007 (ended March 31, 2008) 

will be reported in June 2008. The companyôs form 

20-f should provide insight into the direction of the 

company as well as the performance of the newly 

acquired FISH line. Therefore, until FY2007 results 

can be incorporated into the valuation, it is recommended that CMED be kept on the AIM watch 

list for possible addition into the international portfolio in fall of 2008. 

 

Investment Thesis  

 Major Growth Opportunities.  The Chinese healthcare sector is one of the fastest growing 

markets in the world. Easing economic controls are increasing discretionary income available 

for spending on health assessment services and therapies. 

Key Statistics  Apr. 24, 2008 

Market Cap $1.06b 

Shares Outstanding 27.4M 

Average Volume 0.674M 

Beta 1.20
+
 

EPS (TTM) $1.69 

2007 Estimated EPS $1.52* 

P/E (TTM) 22.97 

P/S (TTM) 9.29 

PEG Ratio (5 yr exp.) 0.63 

WACC 12.36% 

Debt/Assets 0.435 

ROE 16.48%* 

Gross Margin 45.08% 

Operating Margin  46.82% 

Target Price $54.00 
Source: Yahoo! Finance, Thomson*, 

Bloomberg
+
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 Chinese Business Expertise. CMED is the market leader in China and familiar with the 

cultural, political, and business environment. Established infrastructure gives CMED cost 

and distribution advantages within China that larger competitors do not have. 

 Consumable Reagents. The FISH and ECLIA diagnostic systems require the use of a 

disposable reagent for each diagnosis. Those used in the ECLIA system must be CMED 

manufactured. This portion of the business can drive growth even when system sales are 

weak. 

 Patents and Pipeline. Current products have overseas patent protection through 2022. At the 

same time, CMED continues developing new reagents to assess infectious disease, infertility 

disorders, and cardio-vascular diseases. 

 

Valuation 

Based upon projected 2008 EPS of 1.82 RMB, the current exchange rate of 0.14 USD/RMB, and 

an industry multiple of 22.72, a value of $59.22 per ADR (at 10 shares per ADR) is reached. 

Additionally, using on a discounted cash flow model with a calculated WAAC of 12.36%, a 

value of $51.28 is reached using a 3.50% terminal growth rate. It should be noted that this 

valuation uses conservative revenue projections. Adjusting assumptions leads to a price range of 

$42.08 ï 65.82. Accounting for both valuation techniques results in a target price of $54.00. 

 

Risks 

 Promotion Efforts. The growth opportunities available in China also mean the market is 

highly underdeveloped. Extensive promotion is needed to inform the Chinese public about 

the benefits of CMED's product lines. 

 Chinese Concentration. A host of risks are associated with operating almost exclusively in 

China. These include lack of intellectual property protection, prevalence of kickbacks, 

government price controls on HIFU treatment fees, and operating in a restricted currency. 

CMED relies on limited dividends from subsidiaries for cash in foreign currencies. 

 Integration of Acquisitions. The company is relatively young and made acquisition of their 

HIFU and FISH lines as recently as 2004 and 2007, respectively. The success of these 

additions remains to be proven. 

 Lack of Distributor Contracts.  Products are sold on a unit-by-unit basis through a select 

few distributors. CMED thus assumes all risk in the event that sales slow. 

 High Unit Prices. The HIFU line is the largest portion of sales and has a high unit price. 

Thus, a small number of unit sales can have a heavy impact on the top line. This can cause 

fluctuating and unpredictable results. 

 International Competitors. CMED has extensive worldwide competition from well-

established firms, including Abbot Laboratories, GE, and EDAP. Two of these (ABT and 

GE) are significantly larger with much greater capital resources than CMED. 

 

Management 

Xiaodong Wu founded the company in 1999 and continues to serve as CEO and chairman of the 

board. He also serves on the board of Beijing Chengxuan, an investment holding company with a 

major interest in CMED, and two other medical technology companies. CFO and director 

Takyung (Sam) Tsang, CPA, was an accounting and finance advisor to CMED before joining the 

company in 2005. 

 




