"Football Season Portfolio Playmakers to Fumble," Expert Says
by Brent Wilsey

With the 2006-2007 football season now underway, with the eagerly-anticipated October 8th standoff between the Raiders and the 49ers fast approaching, many investors are wondering if public companies poised to benefit from the seasonal bump are tuff-enough to tackle a bear market or if they will prove to be all guts and no glory. 
 
From pizza, to beer and other liquor, to gaming to programming, many public companies - and those who invest in them - benefit from game-related spending.  Even so, will this guarantee a financial touchdown for the investment community this year? And, with all of the competition for investment dollars on the stock market playing field, how can one determine which picks to draft into their portfolio and which to bench?
 
To answer these burning questions, below are odds on a few quintessential football-related stocks with nary a winning game plan in sight:
1. TiVo (NASDAQ:TIVO); RATING=SELL
"Silicon Valley-based TiVo is playing strong defense, having just recently announced they are going to offer another 8.2 million shares to the public - accounting for approximately 10% of the current shares outstanding. The company really needs this cash, as in the last year its equity has declined $32 million to a negative $33 million. The company continues to lose money, and currently maintains a net profit margin of -23%. Even looking ahead into January 2008, the mean of 14 analysts are projecting losses of 31 cents per share. The only bright side is sales growth year-over-year was up 11.4%, but at that rate it could take a long time for the company to realize profits, while the company continues to bleed red ink in the interim. Even with a fairly well established brand name, cable company-driven DVR systems are rapidly acquiring market share.”

2. Dominos Pizza, Inc. (NYSE:DPZ): RATING=WATCH
“This company looks tasty, indeed, at 15 times current earnings and 13.7 forecasted for 2007 earnings. In fact, earnings are up 52% year-over-year and the net profit margin has held steady at 7.5% for the past 12 months. This company has admirably paid off roughly $150 million of debt over the last 2-years, however, it still maintains total liabilities of $1 billion – with assets of only $400 million. A stronger debt-to-equity ratio is needed before delivering Dominos to your portfolio.”
 
3.  Anheuser-Busch Companies, Inc. (NYSE:BUD): RATING=SELL
“Unfortunately, this “bud” is not for you. While this company does pay a good 2.4% dividend, has a respectable forward PE of 17.6 and realizes a net profit margin of 8.5%, it has also seen earnings drop by 10.5% year-over-year and has flat debt-to-equity of 2.1. The stock has recently rallied on product price increases, but trouble is likely brewing for this company.”
 
4. Pepsi, Inc. (NYSE:PEP): RATING=PEP: RATING=SELL
“When considering football-related stock plays, you should punt on Pepsi.  While this unrelenting Super Bowl advertiser does own many leading brands, including Doritos, Lay’s potato chips and Rold Gold pretzels along with Pepsi and Mountain Dew, valuations are too high.  The company has grown it sales 12% year-over-year, pays a 1.8% dividend, is currently trading at 26-times earnings and maintains price to cash flow at 20. Even with a return on equity of 30%, I still can’t recommend this company as they could experience a large decline in stock price if they miss estimates by even just one penny.”

5. The DIRECTV Group (NYSE: DTV): RATING=WATCH
“This company’s stock is definitely worth ‘watching.’ DIRECTV has grown its sales 9% year-over-year and has a net profit margin of nearly 7%. It has returned 13% on its equity and, if they can meet the December 2007 mean estimate of $1.22 per share, the PE would drop to under 16.  There is a lot of competition in this space that carries with it much uncertainty, so I would pause on making a stock play here to see what happens later this year.” 

6. Under Armour, Inc. (NASDAQ:UARM): RATING=Sell
“Although this company was named as the NFL’s  authorized footwear supplier just last month as part of a multi-year and multi-faceted agreement, this stock is not for the faint of heart with trading currently at 67 times earnings and 38 times projected 2007 earnings. On the upside, this company increased sales 63% quarter-over-quarter with earnings for the same period also up 48%. The company carries almost no debt, with a debt to equity of 0.05. Interestingly, this company may actually have trouble on the supply side keeping up with demand, which will adversely affect the stock as sales growth slows accordingly.”
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