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Company Overview:
ASGN is one of the several companies on the Russell 2000. This is a great company to invest in for several reasons that we will cover in this report. They were established in 1985 and went public in 1992. A little background as to what this company does is it provides information technology and professional services in several different sectors including: digital, creative, healthcare technology, and government, among others. They are extremely diverse and provide services to many different industries.  This is extremely advantageous to ASGN as they have an increased client base. ASGN also has an emphasis on information technology staffing. This means that they contract employees out to work in their clients’ technology department. They pride themselves on training all of their 4,300 employees, as they have some of the most highly skilled employees in the industry. This is good because they send their highly skilled employees to improve productivity and utilization in corporations throughout North America and Europe. ASGN has several locations already and have the opportunity to continue to expand worldwide.
It is also worth noting that ASGN has several subsidiaries. First, Apex Systems is one of these subsidiaries. When combined with ASGN, the two of these companies are the second largest IT staffing firm. This is huge because it allows ASGN to dominate the industry and take more control over the market. CyberCoders is another subsidiary. CyberCoders is a little different than Apex and ASGN in that it is mainly a permanent placement recruiting firm. This pairs well with the IT staffing and services that ASGN and Apex provide. They complement each other nicely and aid in the overall success of ASGN. Finally, the last subsidiary to touch on is the recently acquired ECS Federal. We will go more into detail on the acquisition later in this report, but ECS is a leading provider of cloud, cybersecurity, and artificial intelligence. All of these subsidiaries show just how well versed ASGN is in the IT industry. They provide so many different types of services which allows them to be so successful and reach so many clients.
The final part about the overview of ASGN is their competitors. Kforce is their main competitor who provides professional staffing services and has revenues of $360 billion.  Ranstad is the second largest competitor with revenues of $23 billion.  They are an employment recruitment agency for temporary and permanent staffing. Infosys Limited is another competitor who is a global leader in technology services and staffing and has revenues of $10 billion.  Lastly, VMware is a competitor with revenues of $6 billion, providing cloud infrastructure and digital workspace technology for IT environments.  These numbers are compared to ASGN’s revenue of $3.4 billion.  So comparatively, ASGN has smaller revenues, but it does not stop them from being a leader in the industry.  In the end, ASGN is a great company and a promising investment.  










SWOT Analysis:

	Strengths
· Large number of outlets in almost every state
· Skilled labor force - ASGN invested extensively in the training of its employees
· Strong relationship with its dealers
· Large asset base, which provides it with better solvency
· Diversified workforce, with people of many geographical, racial, cultural and educational backgrounds that help the company by bringing in diverse ideas and methodologies of doing things


	Weaknesses
· Smaller research and development budget than their competitors
· The time it takes for products to be purchased and sold are higher than the industry average 
· The workload is a high per worker as there are fewer workers than the actual work required



	Opportunities
· Ever growing demand for new technology
· Local collaboration in international markets
· Increased government regulations
· Possibilities for expansion are endless
· There has been a new trend and a growth in sales of the e-commerce industry
· Technology enables better data to be collected on customers and improves on marketing efforts


	Threats
· High demand for good employees, larger companies have the upper hand
· There is a skill gap between employees and the positions in demand
· Changing demographics
· US and China Trade War
· The bargaining power of suppliers has increased over the years with the decrease in the number of suppliers





ASGN’s SWOT analysis shows good promise for the company. There are several threats and weaknesses, but the strengths and opportunities are more convincing than those aspects of the SWOT analysis. 









Strengths and Weaknesses:

With the weaknesses, ASGN showed that they have a smaller research and development budget than their competitors. This can cause problems because the competitors could get the upper hand on what the consumers want and need for the trends. Also, ASGN showed that the workload is high per worker as there are fewer workers than the actual work required. Workers can get sick of having to do too much work and could move to different companies that provide a more stable and less stressful job. 
For the strengths, ASGN has a large number of outlets in almost every state. This is helpful to them because even with a smaller research and development budget, ASGN is all over the country so they can visually see trends of the regions and be able to get an early start into research and development. Also, ASGN has a skilled labor force and has invested extensively in the training of its employees so even with a heavy workload, most of the employees can handle the workload efficiently. Another strength is that ASGN has a diversified workforce, with people of many geographical, racial, cultural and educational backgrounds that help the company by bringing in diverse ideas and methodologies of doing things. All of the strengths seen for ASGN are very good strengths to have in the industry and put them ahead of the rest of the industry.

Opportunities and Threats:

 Looking at the threats, there is a high demand for good employees and larger companies have the upper hand. This can affect the hiring of good employees by ASGN.This threat can be overlooked due to the fact that they invest a lot in the training of their employees so that attracts good employees to come for the work experience. Also, in the industry the bargaining power of suppliers has increased over the years with the decrease in the number of suppliers. This can affect a lot of companies, but with ASGN one of their strengths is that they have a strong relationship with these dealers and suppliers so they do not have to worry about the industry struggle of getting good suppliers. 
The threats that ASGN have all can be dealt with by their strengths and opportunities. With the opportunities, there is an ever growing demand for new technology. ASGN is all about technology, IT staffing, and IT services so their services will always be needed. Also, ASGN has local collaboration in international markets. This shows how ASGN services are needed worldwide and can expand endlessly. Another opportunity is that technology enables better data to be collected on customers and improves on marketing efforts. ASGN can use the technology advances that they have to help with their knowledge of the trends in the market. The opportunities for ASGN and their IT services is endless.







Balance Sheet:
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Income Statement: 
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Growth Potential:

After deep analysis, we have found ASGN Incorporated to be a growth company. The company is a large player in the U.S. staffing industry, an industry that is growing. In 2019 the industry is expected to grow revenues by 4% and by 2020 it is expected to grow by 3%. A piece of this revenue growth is the increase in prices of the services. As technology prices increases, so does the servicing. The staffing industry is highly correlated with the technology industry. 

Not only is ASGN part of a growing industry, they have been a leader of growth. Due to their size and service offering, they have grown faster than any of their competitors for 16 consecutive quarters. The company has not only been focusing on growing organically. They have sped up the growth through acquisitions. The most recent acquisition was ECS, a leader in advanced technology, science, and engineering solutions. 
	
In February of 2019 the new subsidiary signed two contracts. One of the contracts was a  five-year agreement with the US Mint Enterprise for $70 million. The other contract was six-year contract with the FBI for $38 million. The addition of ECS’ government services solutions have expanded ASGN’s business portfolio and helped it enter into the $130 billion federal IT services market. ASGN has a revenue goal of $5 billion by 2022, and we believe this is attainable. We looked back at past revenue goals the company has set and they have had  solid results in the past. 

Stock Mispricing: 

As shown in the graph below, ASGN’s revenues have been growing quickly. However, the graph also shows the stock price growing at a fairly slow rate compared to these revenues. This chart lead us to believe ASGN’s stock may be mispriced. 

There are a few key points to make on this graph. We looked into how ASGN’s operating margin has changed over the years, to make sure earnings follow about the same path as revenues. We found that the operating margins have not changed from 2016 to 2019 and are not projected to change. 

We think an explanation for this large gap between revenues and stock price could be due to market overreaction. Acquisitions can be risky, and ECS was a large acquisition for the size of ASGN. However, ECS works primarily with the government, and we believe this alone takes a lot of risk away from the acquisition. The new subsidiary has also already proven to be successful by signing two large contracts. Risk also increased with the announcement of the fifteen-year CEO, Peter Damirist, stepping down from his role due to his son’s battle with cancer. He will however, remain on the board and the current president will be stepping up to take the position. 
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Free Cash Flow from Equity: 

Looking at the free cash flow from equity, last year ASGN received $57.3 million or approximately 6% of their revenue through equity cash flows. FCFE displays the remaining funds after all expenses and debts have been paid for that period. ASGN has a quite strong free cash flow from equity, and this allows the company to consider new ventures and finance acquisitions such as the ECS company. This cash flow strength doesn’t show signs of slowing down either. Over the past five years, ASGN’s free cash flow has grown over 240%, and 50% from 2017 to 2018 alone. This happens to be a great tool for measuring ASGN’s value, especially since the dividend discount model can’t apply here since the company pays no dividends. Although, while on the topic, this cash flow can also present an opportunity to consider paying steady dividends to their shareholders. 

Key Ratios: 

	Ratios 

	ASGN Inc.
	Industry Average

	ROA

	6.38%
	5.38%

	ROE

	13.34%
	17.91%

	Asset Turnover

	1.38
	0.66

	Working Capital 

	2.38
	1.54




As the chart portrays, ASGN is outperforming the industry in nearly every one of these categories. The only exception to this is the return on equity measure. But we don’t see this as weakness per se, but more as room to grow. Let’s say ASGN wants to expand, but they’re lacking in the funds to do so, using debt financing will raise their ROE, while providing additional financial leverage. The most significant ratio in the chart above is that of asset turnover. ASGN has over double that of the industry average. This essentially means that ASGN makes twice as much revenue per asset, compared to the industry averages. 








Pro Forma Financials: 

	Looking at ASGN’s balance sheet and income statement, we can see that they are financially stable. Over the last few years ASGN has spent a large part of their budget on improving their equipment, expanding their service offering and acquiring other firms. For those reasons, we can see that the financial statements have been affected greatly, reducing their free cash flows and profit margins while increasing assets and book value. To see what ASGN would look like in the coming years, our team did an analysis to forecast their holdings at the end of 2019 and 2020. Through these pro forma financial statements, we get a number of interesting and useful ratios that help us along the investment decision-making process. We can also use these pro forma statements to make future estimates for stock price and annual revenues.

Unfortunately, with ASGN’s business strategy of large-scale investing and acquisitions, it makes it more difficult to accurately forecast those numbers without any inside knowledge of the company’s intentions. The information technology staffing industry is expected to grow at 4 percent in 2019 and 3 percent in 2020, given those numbers we were able to estimate an expected growth rate for ASGN. As a leader in the IT Staffing industry and through its recent acquisition of ECS, it is reasonable to expect that ASGN will grow at 13 percent in 2019 and a lower rate of 8 percent in 2020. Using those percentages, we systematically adjusted the balance sheet and income statement to reflect the appropriate increases.

 The acquisition of ECS greatly affects ASGN’s equity accounts, leaving them with a smaller retained earnings balance at the end of the year. ECS was taken over in early 2019 for a cash consideration of $775 million. With those adjustments to their equity accounts, we were able to provide a more accurate forecast for the coming years. With revenues estimated to be at $3.8 billion in 2019 and $4.2 billion in 2020 we see rather significant increases in our operating and net profit margins, as well as in our return on equity and return on invested capital. Please see below for those forecasted ratios. With these numbers, we have more evidence to support our claim that ASGN is in a transitionary period before their big break that would make it the optimal time to invest. 




	
	2018
	2019
	2020

	Operating Margin
	7.65%
	11.74%
	13.37%

	Profit Margin
	4.64%
	8.73%
	10.37%

	Return of Net Equity
	13.34%
	23.07%
	36.46%

	Return on Invested Capital
	21.24%
	32.82%
	37.55%


[bookmark: _GoBack]Conclusion: 

The current market price of ASGN is $62.76. We have a 12-month target price of $70 based on 5-year history. We see huge growth potential in the staffing industry, and ASGN is a leader of that growth. The company has continuously grown since going public in 1992. The stock appears to be mispriced when compared to the companies quickly growing earnings. We believe that the Winona State Student Managed Fund should consider investing in ASGN Incorporated stock. 
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'CONSOLIDATED BALANCE SHEETS - USD ($) $ in Thousands  Dec. 31, 2018

Current Assets:
Cash and Cash Equivalents
Accounts receivable, net

Prepaid expenses and income taxes
Workers' compensation receivable
Other current assets

Total current assets

Property and equipment, net
Identifiable intangible assets, net
Goodwill

Other non-current assets

Total assets

Current i
Accounts payable

Accrued payroll and contract professional pay
Workers' compensation loss reserves

Income taxes payable

Other current liabilities

Total current liabilities
Long-term debt

Deferred income tax liabilities

Other long-term liabilities

Total liabilities

Commitments and contingencies (Note 7)
stockholders’ equi
Preferred Stock, Value, Issued

Common Stock, Value, Issued

Paid-in capital

Retained earings

Accumulated other comprehensive loss
Total stockholders’ equity

Total liabilities and stockholders’ equity

$41,82
613,85
11,886
15,011
4,260
686,372
79,123
488,691
1,421,076
12,589
2,687,851

43,125
194,807
17,382
3,411
49,524
308,249
1,100,424
79,833
17,283
1,505,789

525
601,754
586,125

(6,382)
1,182,062
$2,687,851

Dec. 31,2017

$36,667
428,536
18,592
12,702
3,02
499,523
57,99
352,766
894,095
5,749
1,810,129

6,870
114,832
14,777
1,229
29,009
166,717
575,213
69,436
7372
818,738

)
521
566,090
428419

(3,639)
991,351
$1,810,129
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INCOME STATEMENT - USD ($) shares in Thousands,

Income Statement [Abstract]

Revenues

Cost of services

Gross profit

selling, general and administrative expenses
Amortization of intangible assets

Operating income

Interest expense

Income before income taxes

Provision for income taxes

Income from continuing operations

Income (Loss) from Discontinued Operations
Netincome

Earnings per share:

Basic

Diluted

Number of shares and share equivalents used to calculate earings
Basic (in shares)

Diluted (in shares)

Reconciliation of net income to comprehensive income:
Netincome

Foreign currency translation adjustment
Comprehensive income

12 mo. End

Dec.31,2018  Dec. 31,2017

$3,399,781
2,376,130
1,023,651
708,957
58,506
260,148
(55,973)
208,175
46,191
157,984
(278)
$157,706

$3.02
$2.98

52,333
53,061

$157,706
(2,703)
$155,003

$2,625,924
1,775,851
850,073
591,893
33,408
228,736
(27,643)
197,093
39,219
157,674
(199)
$157,675

$3.01
$2.97

52,503
53,205

$157,675
6,384
$164,059
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