
FEDEX CORPORATION (NYSE: FDX)
RECOMMENDATION: BUY

FedEx Corporation is the leader in global express delivery services. The company

provides a broad portfolio of transportation, e-commerce and business services

through companies competing collectively, operating independently and

collaboratively under the FedEx brand. The company is currently reporting primarily

through the FedEx Express, FedEx Ground, FedEx Freight, FedEx Services and other

segments. FedEx Express offers time-definite delivery to more than 220 countries

and territories, connecting markets that comprise almost the entire gross domestic

product of the world. FedEx Ground provides low-cost, day-certain service to any

business address in the United States and Canada and residential delivery in the

United States through its FedEx Home Delivery service. Through the FedEx Freight

segment, the company offers less-than-truckload ("LTL") freight services in the

United States. The division also provides freight delivery service to Canada, Mexico,

Puerto Rico and the U.S. Virgin Islands. The FedEx Services segment, which includes

FedEx office and print services, offers various services like sales, marketing,

information technology, billing, and collection.

FUNDAMENTAL/TECHNICAL OVERVIEW AND COMMENTS

On 17 March 2022, FedEx reported its third-quarter results. The company reported a

revenue increase of 9.77% year-over-year to $23.64bn (Q3 2021: $21.51bn). Third-

quarter adjusted operating income increased 37.74% to $1.46bn (Q3 2021: $1.06bn),

mainly due to higher revenue per shipment and a net fuel benefit in all

transportation segments. The quarter's results also benefited from lower variable

compensation expenses and less severe winter weather, resulting in favourable year-

over-year comparisons. The improved results were partially offset by the effects of

the Omicron variant and higher purchased transportation costs and wage rates. The

company's adjusted operating margin improved to 6.2% from 4.9% in the previous

corresponding period. Adjusted net income increased 30% to $1.22bn (Q3 2021:

$939mil). Earnings per share came in at $4.59, representing an increase of 32.3%

from the prior-year period. Total operating expenses increased 9% to $22.32bn (Q3

2021: $20.51bn).

FedEx Express, the group's largest segment, reported improved revenues of 5% from

the prior-year quarter to $11.3bn (Q3 2021: $10.79bn). Within the segment, package

revenues increased 6% to $8.88bn (Q3 2021: $8.35bn), while freight revenues

remained flat year-over-year, coming in at $2.078bn (Q3 2021: $2.074bn). Segmental

operating income increased 12% year-over-year to $520mil (Q3 2021: $463mil), with

the operating margin improving by 0.3pts to 4.6%. Segmental operating results were

driven by higher yields, a net fuel benefit and lower variable compensation expense.

FedEx Ground revenues increased 10% year-over-year to $8.80bn (Q3 2021:

$7.98bn), mainly due to higher fuel surcharges and additional ground commercial

operating weekdays. Revenue per package increased 9% to $10.62 (Q3 2021: $9.72).

Segmental operating income decreased 9% year-over-year to $641mil (Q3 2021:

$702mil), with the operating margin dropping by 1.5% to 7.3%. Purchased

transportation expenses increased 7% due to the challenging labour market

conditions. Other operating expenses increased 25%, primarily due to higher self-

insurance accruals, while rentals expenses increased 22% due to network expansion.

FedEx Freight revenues climbed 23% year over year to $2.25bn (Q3 2021: $1.84bn),

driven by higher revenue per shipment, increased average daily shipments and

higher fuel surcharges. The segment's operating income increased by 183% to

$337mil (Q3 2021: $119mil), driven by a continued focus on revenue quality and

profitable growth. The operating margin improved by 8.5% to 15%. Average daily

shipments in the unit and revenue per shipment increased 2% and 19%, respectively.

The company has a strong liquidity position as FedEx's current ratio, a measure of

liquidity, was 1.39 at the end of the third quarter. A current ratio of more than 1

indicates that the company's assets will cover its debts that are due at the end of the

year. At the end of the quarter, FedEx's cash and equivalents were $6.07bn, much

higher than its current debt of $116mil. The company repurchased 6.1 million shares

during the quarter. Management expects earnings growth to continue into the

fourth quarter and expects the full-year earnings to be between $20.50-$21.50. The

current price represents an attractive entry point for long-term investors.
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SHARE PRICE PERFORMANCE**
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VALUATION RATIOS **

Period P/E P/SALES EV/EBITDA

Last 12 Months 11.5x 0.6x 6.5x

Current Year Est 10.1x 0.6x 6.3x

Expected 9.2x 0.5x 5.8x

SHARE INFORMATION

Share Code FDX

Industry Freight & Logistics Services

Sector Industrials

Market Capital (USD m) 53 925

Current Price (USD) 208.06

1yr Target Price  263.00

Price - 52 Week High: 319.90

Price - 52 Week Low: 192.82

Dividend Yield 1.44%

Beta 5 Year 1.30
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The company’s price to sales is at 0.59, well below the long-term average

of 0.74.

Net profit margin has improved to 4.7% (Q3 2021: 4.13%).

Net debt to equity has been on a downward trend since its peak in 2020

and is currently at 59% (Q3 2020: 93%)

The enterprise value to sales ratio is currently at 0.75, which is more than

one standard deviation below the long-term average of 0.94,

The company’s forward price to earnings ratio is at 9.27, which is more

than one standard deviation below the long-term average of 13.23.

The company’s price to book ratio is at 2.22, which is more than one

standard deviation below the long-term average of 2.9.

**Data provided by Refinitiv Eikon
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Disclaimer:

This publication has been issued by PSG Wealth Old Oak and does not represent the official PSG Wealth view. It is confidential and issued for the information of clients only. It shall not be reproduced in

whole or in part without our permission. Any unauthorized use, duplication, redistribution or disclosure is prohibited by law. This publication is not to be construed as providing investment services in any

jurisdiction where the provision of such services is not permitted. It is provided for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security, and we

have no responsibility whatsoever arising here from or in consequence hereof. The user assumes the entire risk of any use made of this publication. Any decision to purchase securities mentioned in this

publication must take into account existing public information on such security or any registered prospectus. The information contained herein has been obtained from sources which and persons whom we

believe to be reliable but is not guaranteed for accuracy, completeness or otherwise. Opinions and estimates constitute our judgement as of the date of this material and are subject to change without notice.

This publication does not attempt to identify the nature of the specific market or other risks associated with an investment. Leveraged /Geared positions in securities have the ability to accentuate the

profit/loss made on investments. Geared /Leveraged positions are not recommended based on the information contained in this publication. Securities, financial instruments or strategies mentioned herein

may not be suitable for all investors and investors must make their own investment decisions using their own independent advisers as they believe necessary and based upon their specific financial situations

and investment objectives. Certain investments/recommendations may have tax implications for private customers. Investors should seek advice from a tax advisor before acting on information contained in

this publication. The securities described herein are subject to fluctuation in price and/or value and investors may get back less than originally invested. Past performance is not indicative of future results.

The employees responsible for the production of this report may from time to time own securities mentioned herein.

Analyst Certification:

The research analyst who prepared this report certifies that the view expressed herein accurately reflect the research analyst’s personal views about the subject security and issuer and that no part of his 

compensation was, is or will be directly or indirectly related to specific recommendations or views contained in this report.
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52 Week Total Return Value

MomentumQuality

Good Poor Actual

FedEx's 52-week high/low is $319.90/$192.82, respectively, currently trading at $208.06 per share. The company's year to date performance is -

19.56%. FedEx has been trading in a bearish trend since it reached the 52-week high of $319.90 on the 27th of May 2021. Short-term support can

be found at the 52-week low of $192.82. The 50-day moving average at $212.9, followed by the 23.6% Fibonacci level at $222.83, could be short-

term resistance levels. A break above these levels could test the 200-day moving average at $239.1, followed by the 38.2% Fibonacci level of

$241.46.

Daily FDX 2/17/2021 - 6/2/2022 (NYC)
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