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BUSINESS: American Express Company is a leading global pay-
ments, network, and travel firm established in 1850. Its business
segments are: Global Consumer Group and Global Business-to-
Business Group. Divested AMEX Life, 10/95; American Express
Bank, 2/08. Spun off Lehman Brothers to shareholders, 5/94; Amer-
ican Express Financial Advisors, 9/05. Had approximately 54,000

employees at 12/31/14. Officers and directors own approximately
1.0% of the company's common stock; Berkshire Hathaway,
14.9%; Capital World Investors, 5.6%; BlackRock, 5.5% (3/15
Proxy). Chrmn. & CEO: Kenneth |. Chenault. Incorporated: New
York. Address: 200 Vesey Street, New York, New York 10285. Tel-
ephone: 212-640-2000. Internet: www.americanexpress.com.
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Shares of American Express have con-
tinued to slump. As we mentioned in our
February report, AXP registered a 2014 to-
tal return of just 3.7%, which ranked in
the bottom half of the Dow 30. So far in
2015, the situation has deteriorated fur-
ther. More specifically, year to date, the
stock price has declined approximately
15%. By comparison, the Dow is up slight-
ly over the same period. The poor perform-
ance of late mostly stemmed from the an-
nouncement that in 2016, Amex will lose
transaction exclusivity with Costco, the
wholesale membership warehouse chain.
Transactions at Costco stores represent a
sizable percentage of Amex’s total.

Looking ahead, we have reduced our
near- and long-term earnings expecta-
tions. Along with its loss of Costco, we
think that results will continue to be hurt
by unfavorable currency exchange rates
and, in particular, the stronger U.S. dol-
lar. For instance, in the first quarter, card
member spending increased just 3%,
though that figure would have been 7% on
a constant-currency basis. Higher reward
costs will probably also hamper the bottom

line. On that note, for 2015, we have

lowered our share-net estimate by 7%, to
$5.60. For 2016, we expect an earnings in-
crease of less than 3%, to $5.75. Finally,
out to 2018-2020, we have trimmed our
earnings projection to $7.00 per share.
That said, the situation is not all bad.
We still expect that card member spending
will increase this year and in 2016, and
that the provision for loan losses will
remain at manageable levels. In fact,
credit quality should remain at record
highs. Also helping matters is that Amer-
ican Express’ customers generally possess
above-average credit scores, so healthy
spending patterns ought to persist.

As for the stock, it does hold some
worthwhile investment attributes.
First off, it is ranked favorably for both
Timeliness and Safety. What's more, due
to the recent underperformance, the issue
is trading at a very reasonable P/E ratio,
which may interest some bargain hunters.
The stock also offers decent total return
potential to 2018-2020. All that said, some
risks, like the loss of Costco’s business, are
present, so conservative investors should
probably proceed with caution.

lan Gendler May 15, 2015

(A) Fully diluted earnings. May not sum to total | (B) Divid's historically paid in mid-Feb, May,
due to rounding. Next earnings report due mid- | Aug., and Nov.= Div'd reinv. plan available.

July.
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