
 

Stock Selection Guide

FY 2022 Q3

1 VISUAL ANALYSIS of Sales, Earnings, and Price

Latest Quarter

Year Ago Quarter

Percentage Change

Sales ($M) Earnings Per Share

49,360

41,706

18.4%

2.22

2.03

9.4%

(1) Historical Sales Growth

(2) Estimated Future Sales Growth

(3) Historical Earnings Per Share Growth

(4) Estimated Future Earnings Per Share Growth

16.3%

15.0%

37.3%

13.3%

Industry

Data taken from

05/16/22Microsoft Date

BI Stock Data 
Service

NAS

Reference

Software - Infrastructure

FITTS

Company

Prepared by

Where traded

Capitalization --- Outstanding Amounts

0.0 % Insiders % Institution

(M Shares) 7,534.0 6.1 73.3

($M) 61,283.0 % to Tot Cap 27.3 % Pot Dil 0.5

($M)Preferred

Common

Debt

Symbol: MSFT



This combines price appreciation with dividend yield to get an estimate of total return.  It provides a standard for comparing income and 
growth stocks.

5 5-YEAR POTENTIAL

A Indicated Annual Dividend

Closing Price

2.19

261.50 = Current Yield 

B AVERAGE YIELD - USING FORECAST HIGH P/E

C COMPOUND ANNUAL RETURN - USING FORECAST HIGH P/E

Avg. % Payout
= =

Annualized Appreciation
Average Yield
Annualized Rate of Return

0.0095 0.9 %

1.9 %

12.2 %
1.8 %

14.0 %

46.3 %

COMPOUND ANNUAL RETURN - USING FORECAST AVG P/E

Annualized Appreciation
Average Yield
Annualized Rate of Return

10.9 %
1.9 %

12.8 %

=

Forecast High PE
=

26.00
1.8 %=

AVERAGE YIELD - USING FORECAST AVERAGE P/E
46.3 %Avg. % Payout

Forecast Average PE 24.50

Microsoft2 EVALUATING Management

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 Last 5 Year Avg.

Pre-tax Profit on Sales 30.2% 34.7% 32.0% 19.8% 23.1% 25.7% 33.1% 34.7% 37.1% 42.3% 34.6%

% Earned on Equity 24.4% 28.0% 24.8% 13.2% 21.9% 30.0% 20.6% 40.8% 38.1% 45.0% 34.9%

% Debt To Capital 15.3% 16.5% 20.1% 30.6% 42.7% 54.4% 49.7% 43.4% 37.5% 32.3% 43.5%

This shows how stock prices have fluctuated with earnings and dividends.  It is building block for translating earnings into future stock prices.

3 PRICE-EARNINGS HISTORY as an indicator of the future

A B C D E F G H

Year Price Earnings Price Earnings Ratio Dividend % Payout % High Yield

High Low Per Share High A / C Low B / C Per Share F / C * 100 F / B * 100

2017 72.9 50.4 2.71 26.9 18.6 1.53 56.5 3.0

2018 102.7 68.0 2.13 48.2 31.9 1.65 77.5 2.4

2019 138.4 94.0 5.06 27.4 18.6 1.80 35.6 1.9

2020 204.4 130.8 5.76 35.5 22.7 1.99 34.5 1.5

2021 271.7 196.3 8.05 33.7 24.4 2.19 27.2 1.1

AVERAGE 107.9 34.3 23.2 46.3

CURRENT/TTM 9.58 2.48 25.9

AVERAGE PRICE EARNINGS RATIO: 28.8 CURRENT PRICE EARNINGS RATIO: 27.3

261.50 (05/16/22)CLOSING PRICE HIGH THIS YEAR LOW THIS YEAR349.67 238.60

Assuming one recession and one business boom every 5 years, calculations are made of how high and how low the stock might sell.  The 
upside-downside ratio is the key to evaluating risk and reward.

4 EVALUATING RISK and REWARD over the next 5 years

A HIGH PRICE - NEXT 5 YEARS

B LOW PRICE - NEXT 5 YEARS

Avg. High P/E X Estimate High Earnings/Share Forecasted High Price $

(a) Avg. Low P/E

(b) Avg. Low Price of Last 5 Years

(c) Recent Market Low Price

(d) Price Dividend Will Support

X Estimate Low Earnings/Share Forecasted Low Price $

Indicated Dividend

High Yield =
2.48

3.04% =

Selected Forecasted Low Price $

26.0 17.89 465.0

23.0 9.58 220.3

107.9

130.8

81.7

220.3

=

=

C ZONING
Forecasted High Price Minus Forecasted Low Price Range. of Range

Buy Zone
Hold Zone
Sell Zone

to
to
to

Present Market Price of is in the Zone

465.0 220.3 244.7 61.2

220.3 281.5
281.5 403.9
403.9 465.0

261.50 BUY

=

D UPSIDE DOWNSIDE RATIO (POTENTIAL GAIN VS. RISK OR LOSS)
High Price

Present Price

465.0

261.50
= = To 1

Minus Present Price

Minus Low Price

261.50

220.3

203.54

41.20
4.9

using 25%-50%-25%
25%

E PRICE TARGET (Note: This shows the potential market price appreciation over the next five years in simple interest terms.)

High Price
Closing Price

465.0
261.50 = X    100      = -     100     = % Appreciation1.7783 177.83 77.8



 
Company: Microsoft

Symbol: MSFT

Notes: MSFT 5/17/22

Date Subject Description Type

05/11/22 Microsoft prospects Microsoft is presently being dumped by the public to raise 
emergency cash in spite of stellar sales performance and 
internet stability. This is a conservative example of a 12% 
discount on a stock in our portfolio that was on it's way toward 
reaching a 10X purchase price.

Community

04/08/22 MSFT Review The "Adding Judgment to the SSG" series is reviewing 
Microsoft.  14% selected for sales growth.

Community

10/14/21 VC MSFT Notes Sales.  New CEO started in 2014.  Only considering 2015 and 
onward in analysis

Community

08/12/21 Updated SSG 8/12/21 I just lost an excessive set of notes.  M* Notes summary based 
mostly on my memory
--Had an new CEO starting in 201
--Developed Azure software, a products allowing companies to 
move to the cloud at their speed
--Moved key product software to subscription basis, Like Office 
365
--Moved the number of users of Linkedin up by 36% since 
purchase of Linkedin.
--Improved and taking advantage of their SQL software.
--Gaming console has been expanding but is realistically still a 
4-6 year time horizon
--We believe revenue growth will be driven by Azure, Office 
365, Dynamics 365, and LinkedIn. Azure, in particular, is the 
single most critical revenue driver over the next 10 years, in 
our view, as hybrid environments (where Microsoft excels) 
drive mass cloud adoption. We believe the combination of 
Azure, DBMS, Dynamics 365, and Office 365 will drive above-
market growth as CIOs continue to consolidate vendors
--FV =$325, Current price =$286.95
--Net Margins 36.45%
--ROA 19.3%
-+-+  I think there is more potential than what my SSG shows, 
and we should hold on to our position in MSFT

Community

05/04/21 MSFT Update 4 May 21 
LO

Update study incorporating May 7, 2021 VL Data.  Adjusted 
Sales Growth % so that it would achieve 240,000 ($mill) 
Revenues projection. This resulted in a 10.9% growth rate. 
Adjusted Earnings Growth % so that it would achieve 11.00  
EPS projection, which resulted in a 14% growth rate. I used 
VL's 28% Payout projection.  I left unchanged SSG's High PE 
of 33 and Low PE of 22.1. Current PE is 37.1. I reduced MSFT 
price at time of study, $246.38, which gave me a Low Price of 
$197.10 resulting in an U/D ratio of 2.1:1 and Hold 
recommendation with a Buy below $239.30. CAR using High 
PE is 8.6% CAR using Average PE is 6.9%.

Community

04/12/21 4.12.2021 update Microsoft is in the hold range.  The company bought AI 
software company Nuance.  This company serves the 
healthcare industry with 55% of doctors and 75 % of 
radiologists using the application.

Community
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10/12/20 update Oct 2020 Microsoft is a stable growth company, increasing productivity in 
Business processes by 12% in 2020.  The intelligent cloud 
increased by 24% as Azure revenue grew 56%.
Microsoft also won 13 slots in the European Android auction,  
That translates into Google and the winner displaying their 
search engines at the same time in European countries. That 
also should increase earnings.

Community

08/04/20 8.4.20 Microsoft aim to finish TikTok deal by Sept 15
Stock up 5% as a result of the news 8/3
Added 90 billion to market cap
TikTok 50 billion acquisition 
High performers on enterprise side; dominate office suites 
(also linked in) but opportunity on consumer side
Poor performers on personal devices/phones etc.
Exception- XBOX which targets similar demographic 
Best tech company to buy because they aren’t under antitrust 
scrutiny (FB, Amazon)
US, Canadian, Australia, New Zealand; not entire company
TikTik forecasted 1 bil this yr n 6 bil revenue in 2021
Get up and linked were great acquisition; CEO Kevin Mayer 
getting smart risky deals right
Compete/threat to Facebook
Trump lifted ban of TikTok

Community

2 of 2


