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5 year returns to 31 March 2003y
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returns from 1991 to 31 May 2008y
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ALSI total annual returnsS tota a ua etu s
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sector returnssecto etu s
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industrial index and earningsdust a de a d ea gs
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industrial index PE ratiodust a de at o
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balance sheet statement ratiosba a ce s eet state e t at os

h h ld  it   % t t l t∼ shareholder equity as % total assets
∼ serviced debt as % shareholder 

equity
∼ working capital / salesg p
∼ roce

roe∼ roe



shareholder equity as % total 
tassets

70

60

70

40

50

30

40

10

20

0

10

7
7

7
8

7
9

8
0

8
1

8
2

8
3

8
4

8
5

8
6

8
7

8
8

8
9

9
0

9
1

9
2

9
3

9
4

9
5

9
6

9
7

9
8

9
9

0
0

0
1

0
2

0
3

0
4

0
5

0
6

0
7

1
9
7

1
9
7

1
9
7

1
9
8

1
9
8

1
9
8

1
9
8

1
9
8

1
9
8

1
9
8

1
9
8

1
9
8

1
9
8

1
9
9

1
9
9

1
9
9

1
9
9

1
9
9

1
9
9

1
9
9

1
9
9

1
9
9

1
9
9

2
0
0

2
0
0

2
0
0

2
0
0

2
0
0

2
0
0

2
0
0

2
0
0



serviced debt / shareholders’ 
itequity
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working capital /saleso g cap ta sa es
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return of capital employedetu o cap ta e p oyed
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return on shareholder equityetu o s a e o de equ ty
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income statement ratiosco e state e t at os

ti  i∼ operating margin
∼ interest coverinterest cover
∼ corporate tax rate



operating marginope at g a g
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interest coverte est co e
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tax rate (published or calculated)(p )
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current considerationscu e t co s de at o s

l  i  th l  ∼ slower economic growth – slower 
turnover

∼ rising input prices
∼ declining productivityg p y
∼ softer currency

higher interest rates∼ higher interest rates
∼ falling pricing power



real industrial index and CPIXea dust a de a d C
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conclusionco c us o

h d t it  t   i  ∼ had great equity returns over various 
periods

∼ balance sheet structures very strong
∼ balance sheet ratios are excellent
∼ income statements very profitable

reversion to the mean and economic ∼ reversion to the mean and economic 
head winds will slow equity returns
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