Principles of Finance - Dupont Assignment

Name ________________________________

On the Internet, go to www.moneycentral.com and type in WMT for the symbol. On the left hand side, click on financial results under research.  If you need to, upgrade to MSN deluxe.  It's free and only takes a minute.  After doing this, click on statements.  You will note that you can attain the income statement, balance sheet, and cash flow statement.  If they aren't immediately apparent, search around before coming to me.  Part of this exercise is getting you use to finding financial information.

Peruse through the consolidated financial statements and calculate WMT’s ROE using the Dupont Equation.  Place numbers under the equation. Check work, remember entire equation is nothing more than Income divided by equity.  Use annual statements.

1.  Simple Dupont Equation:  ROE = NI/Sales * Sales/(Tot. Assets) * (Tot. Assets/(Tot. Equity).  Net profit margin * total asset turnover * Leverage multiplier.

Write down all number in equation format.


For 2008:  

For 2007:  

2.  Can you point out using the Dupont equation why the 2008 ROE number is different from the 2007 number?  I.e. what improved or what got worse.  Could be a combination of things as well.  Write in complete sentences please.


3. What is WMT's 2008 operating cash flow? Show work.   Use the Cash flow statement to find depreciation.  Note operating cash flow is not the same as cash flow from operating activities so your numbers will not match up with anything on the cash flow statement.

EBIT _____________________ 

- Taxes _____________________ 

+ Depreciation. _____________________ 

= operating cash flow _____________________ 

4. What is WMT's Free Cash Flow? Show work.  Use Cash flow statement to find capital expenditures.

Operating Cash flow = __________________ 

minus change in current assets __________________ 

plus change in accounts payable __________________ 

plus change in accruals ___________________

minus change in gross fixed assets __________________ 
(this is plant and equipment, if net fixed assets are given, you will need to go to the cash flow statement and find capital expenditures, this is the value you will need to use).
equals Free cash flow __________________ 

Note:  Calculate changes as this year's value minus the previous year's value. 


5.  Although we haven't really talked about this, click on insider trading.  As a layman, look at who is buying or selling.  Assuming insiders know more about the likely direction of the stock price, what does the recent activity suggest about where WMT's stock price might be heading?  Explain your reasoning in a couple of sentences.








