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Executive Summary


Nowadays stock market is a most attractive place to invest. And it is able to earning more profit and to be successful. But to select which stock you want to buy for that you need to do fundamental analysis. By that you may easily understand which organization is better for you.
In this report, here I describe about the scope, background and the objective of studying fundamental analysis. This part clearly tells us why Fundamental analysis is important and how can be benefited from this analysis in stock market.
Here in Fundamental Analysis part I describe about the fundamental analysis of the four multinational industries. I I mention the most important part of that particular organization. I also calculate the most important ratio which is essential for analysis the company’s fundamental process.
Here I choose four different companies and then I describe their situation and then I calculate the relevant ratio. And then I judge either the organization are undervalued or overvalued. 
Then findings are prepared from above statement. This part will tell investor which stock is beneficial and which are not.
And after that I concluded with mention which one is important fotr general investor to choose the right stock.
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Chapter 01
Introduction











1.1 Introduction:
Nowadays investment in stock is a very profitable business. Here in this report I choose four company. Which all are multinational organization. Then I analyses there fundamental factor. And find out which one is undervalued and which one is overvalued. Among the four organization I mention here which one is more appropriate for choosing stock. 

1.2 Scope of the study:
It is very important to the investor which organization he will choose for invest. It helps them to select the right one by analysis it fundamentaly.so although there have some limitation but it is very helpful to the investor.

1.3 Methods of study:
Here I used secondary data for prepared my report. The data I found from companies web side their annual report and from the companies profile. Here my project supervisor helps me a lot to find out data. To ensure confidentiality, respondents were given self-addressed, stamped envelopes in which to return their completed questionnaires. I select the simple randomly to find out the organization.
1.4 Objectives of the study: 
The prime objective is to determine the value of the securities using the fundamental aspect of the firms.
Other Objectives:
1. To identify the companies fundamental process. 
2. It may predict the stocks future price.
3. May help to know about the company current situation.
4. We may able to take necessary steps after fundamental analysis.
5. Our buying and selling decision also may identify by fundamental analysis.
6. It helps us which company are involved in our economic betterment. 
1.4 Limitation of the study:
This study may be limited through the use of a questionnaire as a data collection instrument. Because questionnaires must generally be brief, areas that may have been affected by stress may not have been included in the questionnaire. Time factor is also a very important one. Here although I got a huge time but for my family problems I could not effort a lot at the first few days. But I may overcome the problems by the guideline of my supervisor.


























Chapter 02
Background of the Report









2.1 Background:
For any type of business we need to know about the current market position for that particular business. It is very essential to know about the probability to gain or loss for that particular business.
Here I choose four different business organization for my report preparation. Here I narrate a very short about that particular organization which Fundamental part I will narrate in the hole report.
Fundamental analysis is a system to measure a security or asset by calculate its transit value by examining related economic, financial and other qualitative factors. Fundamental analysts can easily measure which stock price will be reduce or which will be increases by seeing various symptoms. The fundamental approach is based an in-depth and all-round study of the underlying forces of the economy, conducted to provide data that can be used to approximate future prices and market developments.
Here I describe a very short briefing about the four organizations.

2.2 Company Overview:

· Grameenphone:
GrameenPhone is the largest telecommunication company in our country. It has the largest market share of this sector. It converted to public limited in the year 2007.The shareholding structure comprises of mainly two sponsor Shareholders namely Telenor Mobile Communications As (55.80%) and Grameen Telecom (34.20%). The rest 10.00% shareholding includes General public & other Institutions. 
[image: Image result for logo of gp]
· Vision: To provide the power of digital communication, enabling everyone to improve their lives, build societies and secure a better future for all.
· Mission: They are here to help their customers. They exist to help their customers to get the full benefit of being connected. The success is measured by how passionately they promote us.
· Bata Shoes:

Bata Shoes is a multinational shoe maker company based in Lausanne, Switzerland. It is a family owned global footwear company. The company has presence of over 5,300 shops in more than 70 countries and production facilities in 18 countries.


[image: Image result for logo of bata shoes]

· Mission: Bata delivers safe, high quality and efficiency and also reliable and comfortable footwear for the people. In this reason they link people jobs and community.

· Vision: Bata is a premier rational public transit authority an Michigan, continually developing and operating state of the art transit technology. Staff training performance metrics and also financial management to be a high level. Such as the Bata is able to abler to accept any larger mission that be required of it by its community region or state.

· Berger:
is the best paint brand in Bangladesh. It is also the most technology progressive company in the country.Berger Paints Bangladesh Limited is headquartered in Dhaka, with 14 strategically located sales depots, 11 Home Décor outlets across the nation and 2 factories in Dhaka and Chittagong. With an employee strength of about 1000 and a countrywide distribution network of above 3000 dealers.


[image: Image result for berger logo]




· Vision:To be the most admired Indian Paint & coating solutions. Company with global recognized competency.

· Mission:To maximize shareholder value by developing and delivering innovative and best solutions for our customers, consistently outperforming our peers and providing a dynamic challenging work environment for the employees.

· Nestle: 
Nestle is a Switzerland based multinational company in our country. It is a world class health and nutrition company. it run its business over 150 countries. It has a huge market share in our country.

[image: Image result for logo of nestle\]
· Vision: To bring consumers foods that are safe, of high quality and provide optimal nutrition to meet physiological needs. In addition to Nutrition, Health and Wellness, Nestlé products bring consumers the vital ingredients of taste and pleasure.
· Mission: Make better food so that people live a better life.





Chapter 03
About Fundamental Analysis








3.1 Fundamental analysis:
Fundamental analysis is a part of analyze the company information in fundamentally. It is a simple method but it may come of the cost of ignoring information. We need to calculate P/E ratio, P/B or P/s ratio. And also need to analysis the company sales, dividend, market share, earning per share and so on.
3.2 Process of fundamental analysis:
Here I show through a diagram about the fundamental process. I describe very shortly about the all part.
· Knowing the business: The understanding the business is a prerequisite to valuing business. It is important to know about the term of the particular business.

· Analyze the information: We need to analyze the business with the background data that may be available in the company’s profile.

· Developing the forecast: It has two options here.one is special payoff and the another one is forecasting payoff.

· Converting the forecast to a valuation: this is also a very important part to how it is converted into valuation so as an investor you need to invest less risky project to gain profit.

· The Investment decision: For investment you must follow the best organization for that you should follow the final result of fundamental analysis data. And obviously you should choose the right one to invest.
Knowing the business
· The product 
·  The competition
· The management




Analyze Information
· Financial statement
· Outside financial statement




Diagram of fundamental process
Developing Forecast
· Special payoffs
· forecasting payoffs






Converting forecast to evaluation



Trading of forecasting
· outside investor
· Inside investor








3.3 Fundamental analysis thus involves 3 steps:

· Economic analysis 

· Company analysis

· Industry analysis                                                                                                    

· Economic analysis:
· In a situation of Boom economy the company will be wealthy on the other hand in recession situation the performance of company will be poor 
· Investors are interested in studying those economic varieties, which affect the performance of the company in which they planned to invest. An analyzed of that economic variable would give an idea about future corporate income and the payment of dividends and interest to investors.

Boom economy
Income will be increased, demand will also high trend of company will also arise.



Recession economy
Income will fall or reduce, demand will also be decreases. Company’s trend will be in a bad situation








· Industry analysis:

 If we want to know about the industries analysis we should know about some question.First of all we need to know about the trends of the industries. We also identified what the competitor likes? What are the macro risk? Need to the information of market share.

· Company analysis:

We need to answer some question if we want to know about company analysi:

· Identify all types of risks. What will be my most probable risk?
· Probability of gaining market share
· How do they build money? What is the business model? What are their goods/services?
· Who are their clients? Is it B2B or B2C? How determined is their client base?
· Details about our supplier. Who are our main supplier?
· Upcoming year’s revenue, loss or gaining.


3.4Types of fundamental analysis: 
Two kinds of fundamental analysis given bellow-
· Macro fundamental analysis 
· The top down approach
We may able to know many economic factor by analysis macro fundamental analysis.it also known as fundamental analysis. It helps the company to identify the performance of the economic condition.

Classes of macro-economic policies:
· Fiscal policy- Government spending, stimulates the demand for goods

· Monetary policy-Manipulation of money supply in an company

· Micro fundamental analysis
· The bottom up approach 
It is also very important approach we may able to know about the value of stock. It also may identify the positive and negative stock price. It is absolutely helpful for the company who wanted to measure their performance of stock. 













Chapter 4
Key indicators of
Financial statements of four companies









4.1 Income statement analysis:

If we want to know about the income statement of the company we need to know about the following equation. It develop a companies income related information.
Revenues               –          Expenses                     =                Profit/loss
Sales revenue                         cost of sales                                       Gross 
Other income                          operating                                            operating
                                                Non-operating                                    net
                                                Tax

Company’s income statement is a mirror by which we may able to know about the companies incomes earnings savings and also the expenses.
It has mainly two dimensions:
· operating
· Non-operating.
Operating part is the most important part of a company. Without operating part company cannot do its main duty. Or main work. By assure the operating part then the company need to concern about the non-operating part.

· Gross profit analysis:
Sales – cost of goods sold = gross profit
· Sales analysis:

There are two factors for sales analysis. They are given below:


· Lagging factors:
Lagging indicator is an most important indicator for fundamental analysis. It has the ability in a pattern with how it occurring. Unemployment is one of the most popular about all other lagging factor. Highest rate of unemployment measure the economy is not in a good situation. If the unemployment rate is reduce it may indicates that the situation is good nowadays. CPI is also one of the most common and important indicator. It measure the change of inflation rate.
· sales run rate 
· seasonal analysis

· Leading factors:
For measuring the future events leading factors are more important. But it is less assure then the street light approach. It works as like as street light but the accuracy index is below then the street light system. The following analysis may be able to do by it..
· Industry analysis 
· Population growth
· Market shares 
· News and reviews
· Consumption frequency 



· Industry analysis:

Industry analysis is also known as porters five forces analysis. It is a very usefull tools for fundamental analysis. It is based on observation the profit margins.

· Categories:
· Cyclical (wants of society)
· It is most dependent on economy
· Real estate, expensive exosories and automobiles are the best examples.
· It is more or less depends our habits, personality.

Defensive (Needs of society)
· Is less dependent on economy.
· Health care and food are the best examples.
· It is basically our daily needs goods.

· Cost of sales analysis:
Cost of goods sold/sales
What we spend by selling the particular goods. It is also measurable to identify for the company need. By selling every categories what are the real spenditure of that particular product is essential to know. And every organization are curious to know about the cost of goods sold.

4.2 Balance sheet: 
The most important part of an organization is balance sheet. It is a mirror of companies overall situation. It indicates the company’s current year’s condition. What are the condition of the asset and liabilities? Who has liability with the company or who has liable all can be found in here. By measuring theses we can come to a decision either the company is solvent or not.here has three part Assets Liability and the Owners Equity.

The balance sheet equation:
Assets               =          Liabilities               +        Shareholders' Equity
-current                     =             -current                                            -share capital
-non-current              =            -non-current                                     -reserve

· Assets:
All the assets of the company are found in the company’s asset part. There are two types of asset in here:
· Current Asset.
· Fixed Asset.
 The asset which is not permanent or which are able to serve the organization for a limited time is known as current asset. The other hand which asset are able to serve of the company for a long time period is known as long term asset.
Some current assets-
· One of the most liquidate assets are known as cash and cash equivalent. 
·  Another is marketable securities, equity and debt securities 
· Accounts receivable is the money which is not cash. Sale is occurred and the cash will get later. 
· Inventory is those goods available for sale. 
· When we already paid for anything before getting any service or good s it’s known as prepaid expense. 
Some long term assets:
· That security which cannot liquidate within one year is known as long term investment. 
· Fixed assets are land, machinery, equipment, buildings and other durable assets. 
· Intangible assets are those which are non-physical. But these are as valuable as other tangible assets. Intellectual property and good will are the best example.

· Liabilities:
The company needs cash when it can not manage it from its own it need to owes from some other person or organizations.it basically known as the liabilities. There are two types of liabilities one is current liabilities and the another one is long term liabilities. Below then one year are known as the short term and more than one year is known as the long term.
Example of some current liabilities:
· Current portion of long term debt 
· Rent, tax, utilities
· Wages payable
· Dividend payable 
Example of some long term liabilities:
· Long term debt is interest and principle on bonds issued
· The money a company is necessary to give to its employees retirement account.
· That amount which has been accrued but won’t be paid for another year is known as deferred tax liabilities.


· Shareholders' equity
The amount which is spend by the shareholder for purchasing the share of that particular organization is known as shareholder equity. Shareholder is also known as the owner of the organization. The have the right to attend the general meeting and participate in the voting system of the organization.
4.3 Cash flow statement:
Cash flow is a process how amount of money is transferred into and out from the particular organization.
There are three option for cash flow :
· Cash flow from financing activities
· Cash flow from operating activities
· Cash flow from investing activities




The positive balance of cash flow identify that asset size of the company is in a good In position. And also the negatives indicates that the bad situations. By measuring this we may identify the liquidity of asset of the company.

· Cash Flows from Operations
The daily earnings of an organization is consider as cash flow from operating. It is as a regular process. Total income is increased by this. Sales revenue is one of the major component of cash flow from operation.
· Cash Flows from Investing
Some amount need to spend for property plant and equipment and investing for other purposes it is known as cash flow from investing. Positive cash flow of the organization indicates a positive sign for that particular organization. And also the negative is a bad sign for the organization. 
· Cash Flows from Financing
And the very last part is cash flow from financing activities. The amount which come from the financing site is include here. It also used to find the amount of dividends or buyback the selling share in the stock market.










Chapter 05
Quantitative Part 










5.1 Fundamental analysis:
In the study I applied the price multiple approach to determine whether the stock is undervalued or overvalued. In quantitative part I calculated the four company’s relevant ratio which help me to identify the company which will be a good decision to invest. It may able to find out the best organization which is a profitable to the selecting stock. It is a very important part of this report. Because all the quantitative part are here to identify the best organization among the four multinational organization.

5.2 Profitability Multiple:

· Gross profit is after deducted the cost the amount of income the company are generated. By calculate gross profit organization can easily understand its dross profit for that current period of time. We may calculated gross profit by:

· Gross profit margin = profit/ sales

	year
	Gp
	Bata
	Berger
	Nestle

	2015
	.1953
	.2008
	.2137
	.2500

	2016
	.2036
	.2309
	.1907
	.2132





We may estimate the net profit ratio from selling inventory. Highest the profit margin consider highest profit or earning. Here  in the year 20016 is better for Gp and Bata shoes then the year 2015. On the other hand Nestle and Berger is in a poor condition in the year 2016 then 2015 so here we may say that we maybe more benefited if we buy Bata shoes stock.

Profit Margin: Net profit indicates the company’s net income after deduction all cost. It is basically the company’s net profit for a certain period of time. We may calculate net income by following equation:
· Net Profit Margin = Net profit / sales

	Year
	Gp
	Bata
	Berger
	Nestle

	2015
	.0493
	.1423
	.1420
	.0876

	2016
	.0346
	.0998
	.0897
	.0658








Highest value is better for the company. Because the power is still in company hand.Decompose into. Here Bata shoes has the large profit merging.

5.3 Generating saving capacity:
  Return on equity indicates how the company return from the unit of equity they invested. It may calculated by:
· ROE= Net Income/ Shareholder Equity.

Return on asset indicates how much the organization feedback by invested its asset to the organization. Return on asset is very important for every organization. The equation of ROA is as follows
· ROA= Net income/Total asset.
	
	Gp
	Bata
	Berger
	
	Nestle
	Ranking

	year
	2015
	2016
	2015
	2016
	2015
	2016
	2015
	2016
	2015
	2016

	ROE 
	.0645
	.0621
	.0584
	.0856
	.0674
	.07467
	.1098
	.0987
	Nestle
	Nestle

	ROA 
	.1563
	.5645
	.6547
	.6164
	.5446
	.6464
	.4393
	.4352
	Bata
	Berger







 Here The Most return on equity is largest for the year 2015 is Nestle. And 2016 highest is also nestle. So we may say that nestle is the most return on equity generated company through the last two years. And also in 1015 the most return on asset generated company is Bata shoes and the year 2016 the most ROA generated organization is Berger group.

5.4 Price Multiple:

This is the relative form of valuation technique used to determine the stock value.
Price Earnings Multiple:  PE ratio is one of the most widely used tools for stock selection. It is calculated by dividing the current market price of the stock by its earning per share (EPS). It shows the sum of money you are ready to pay for each rupee worth of the earnings of the company.
	Company
	Gp
	Bata
	Berger
	Nestle

	Year
	2015
	2016
	2015
	2016
	2015
	2016
	2015
	2016

	P/E ratio
	15.7
	13.6
	14.92
	14.6
	18.5
	17.9
	19.60
	20.2

	
	
	
	
	
	
	
	
	




 Here the lower the price is undervalued the firm. The lower the better objectives is followed here so we may say that in the year of 2015 Bata shoes is consider as undervalued. And in the year 2016 it consider Gp as undervalued. So in 2015 we may buy Berger’s share. And in the year 2016 Nestle is good for investment.
Price to book Multiple:
The price-to-book ratio, or P/B ratio, is a financial ratio used to compare a company's current market price to its book value. It is also sometimes known as a Market-to-Book ratio. The calculation can be performed in two ways, but the result should be the same each way.
	Company
	Gp
	Bata
	Berger
	Nestle

	Year
	2015
	2016
	2015
	2016
	2015
	2016
	2015
	2016

	P/B ratio
	3.47
	2.8
	3.5
	3.8
	4.1
	3.98
	4.66
	4.01




Here the lower P/B ratio is good for an investor so where the price to book ratio is lower that is the good platform for a investor to invest. Here in 2015 the lowest price to book ratio belongs to grameenphone. So uit is a good sign for the organization as well as the investor also. And also in the year 2016 it is again belongs to GP. So here wre can say that for the both perspectives Gp is overall good at price to book analysis.
Price to cash flow multiple:
It is indicates the cash flow against the share. It measured market share per share/cash flow per share.
	Company
	Gp
	Bata
	Berger
	Nestle

	Year
	2015
	2016
	2015
	2016
	2015
	2016
	2015
	2016

	P/Cash flow
	77.9
	85.0
	88.6
	78.8
	88.76
	89.65
	90.55
	87.45




According to theory lowest the price to cash flow ratio is good for the organization. Here in the year 2015 grameenphone has the lowest amount of price to book ratio. But in the year of 2016 it is rises. So in 2016 Bata managed to reduce their price to book ratio. So in 2016 if we want to buy stock Bata will be the good one.


Price to earnings before income tax:
Here the company can measure its earning before the income tax and after paying the income tax the organization may be able to identify the net price to earning before income taxes.
	Company
	Gp
	Bata
	Berger
	Nestle

	Year
	2015
	2016
	2015
	2016
	2015
	2016
	2015
	2016

	P/EBIT
	3.8
	3.00
	3.5
	2.9
	2.76
	3.01
	4.1
	3.98




Here Price to earnings before income tax is lower the better. For this case in 2015 the investor need to choose Bata shoes for the investment. And in 2016 it goes for Berger paint ltd. because it has the lowest amount of P/EBIT. As we know that the lowest is the better. 


























Chapter 6
Findings and Conclusion










6.1 Findings
Here we choose four companies for the analysis and from analysis I found the variations of the performances of all companies in terms of value generated using the multiple approaches applied in the study.
P/E ratio:
	Company
	P/E ratio
	Stocks price

	GP
	22.37
	476

	Bata
	15.92
	821

	Berger
	18.5
	298.5

	Nestle
	19.6
	79.84





There are also some factors we need to keep in mind when we are going to buy a stock-
· Stock price:
In real life the more priced share measure the solvency of a company. But it is not always correct. All the time the price is not all for buying a share. But it help to choose a right share. Sometimes the insiders may be involve for rising the share price. Sometimes the good news or bad news may be open secret for that also the price may be rise or reduce.
· Management:
The management is also an important factor for buying a stock. Sometimes the success depend on here. Some management are not aware of the stock holder. They are not interested to pay the dividend or are not aware the interested part of the shareholder.
· Volatility:
Sometimes volatility indicates may fluctuation stock price. A stock price may high suddenly band also reduce on as sudden. So high volatility stock is very risky for the investor.
· Auditors report:
Company’s annual report are known as the auditor’s report. It is very important for the investor. Sometimes they may hide some information by that the investor may faces various problems. If the report are checked by the auditor then it may be more reliable. It may be authentic then.
· Inflation:
Inflation mean increasing the price of goods and services. Value of money will also decrees. The central bank always work for the betterment of inflation so that the economy may me smooth for the investor. In the term of inflation ones need to avoid invest.

6.2 Conclusion

At present people of the country are very eager to invest in the stock market for some profit. But if they able to analysis the market before purchasing the stock they may be very profitable. Because good investment lays in good decision. If they want to fundamentally analysis about the certain company they may be able to choose the right one. This report is about the fundamental analysis of the choosing stock.

 Without analysis a stock no one can be gain by pursuing stock. So our suggestion is to analysis first before invest.
This is also helpful to identify the company’s current situation and condition. Either the organization is good or not. This gives us an easy solution.
Finally we may summarized that if we want to buy stock we may buy undervalued stock and sell when it will be overvalued. And vice versa when the stock price will overvalued we will buy our holding stock.
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cash flow


Cash flow from financing activities


Cash flow from operating activities


Cash flow from investing activities













2015	GP	Bata Shoes	Berger	Nestle	0.1953	0.20080000000000001	0.2137	0.25008000000000002	2016	GP	Bata Shoes	Berger	Nestle	0.2036	0.23089999999999999	0.19070000000000001	0.2132	



2015	Gp	Bata	Berger	Nestle	4.9299999999999997E-2	0.14230000000000001	0.14199999999999999	8.7599999999999997E-2	2016	Gp	Bata	Berger	Nestle	20162	Gp	Bata	Berger	Nestle	3.4599999999999999E-2	9.98E-2	8.9700000000000099E-2	6.5799999999999997E-2	


Generating saving capacity
ROE 2015	GP	Bata	Berger	Nestle	6.4500000000000002E-2	5.8400000000000001E-2	6.7400000000000002E-2	0.10979999999999999	ROE2016	GP	Bata	Berger	Nestle	6.2100000000000002E-2	8.5600000000000107E-2	7.467E-2	9.8700000000000093E-2	ROA 2015	GP	Bata	Berger	Nestle	0.15629999999999999	0.65470000000000095	0.54459999999999997	0.43930000000000002	Roa 2016	GP	Bata	Berger	Nestle	0.5645	0.54459999999999997	0.64639999999999997	0.43519999999999998	




P/E Ratio  Analysis
2015	Gp	Bata	Berger	Nestle	15.7	14.92	18.5	19.600000000000001	2016	Gp	Bata	Berger	Nestle	13.6	14.6	17.899999999999999	20.2	




P/B Ratio Analysis
2015	GP	Bata	Berger	Nestle	3.47	3.5	4.0999999999999996	4.6599999999999957	2016	GP	Bata	Berger	Nestle	2.8	3.8	3.98	4.01	




P/Cash flow Analysis
2015	GP	BATA	BERGER	NESTLE	77.900000000000006	88.6	88.76	90.55	2016	GP	BATA	BERGER	NESTLE	85	78.8	89.65	87.45	




P/EBIT analysis
2015	Gp	Bata	Berger	Nestle	4.3	2.5	3.5	4.5	2016	Gp	Bata	Berger	Nestle	2.4	4.4000000000000004	1.8	2.8	




P/E	Gp	Bata	Berger	Nestle	22.37	15.92	18.5	19.600000000000001	Stock price	Gp	Bata	Berger	Nestle	476	821	298.5	79.84	






image2.jpeg
grameenphone




image3.jpeg




image4.jpeg
Since 1760

Berg’@”‘“

Paint youy jma gmauot\




image5.jpeg




image1.png
United International University
QUEST FOR EXCELLENCE




