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General Electric Co. is a global high-tech industrial company
that operates through various business segments: 

 

 
The company was founded in 1892 and is headquartered in Boston,

Massachusetts.
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The Power segment offers technologies, solutions, and services related
to energy production, including gas and steam turbines, generators, and
power generation services. 
The Renewable Energy segment provides wind turbine platforms, and
hardware and software; offshore wind turbines; solutions, products, and
services to hydropower industry; blades for onshore and offshore wind
turbines; and high voltage equipment.
The Aviation segment provides jet engines and turboprops for
commercial and military airframes; maintenance, component repair, and
overhaul services, as well as replacement parts; integrated digital
components; and additive machines and materials, and engineering
services.
The Healthcare segment provides healthcare technologies in medical
imaging, digital solutions, patient monitoring, and diagnostics; drug
discovery; biopharmaceutical manufacturing technologies; and
performance enhancement solutions to hospitals, medical facilities,
pharmaceutical and biotechnology companies, and life science research
markets.
The Capital segment leases and finances aircraft, aircraft engines, and
helicopters; provides financial and underwriting solutions; and manages
its run-off insurance operations which provides life and health insurance
and reinsurance products.

Let's begin by breaking down GE's business. 
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ANALYSIS



Gas Power – offers a wide spectrum of heavy-duty and aeroderivative
gas turbines for utilities, independent power producers and numerous
industrial applications, ranging from small, mobile power to utility scale
power plants. Gas Power also delivers maintenance, service and upgrade
solutions across total plant assets and over their operational lifecycle.
Their gas turbine installed base was approximately 7,700 units as of
December 31, 2019.
Power Portfolio – offers steam power technology for fossil and nuclear
applications including boilers, generators, steam turbines and Air Quality
Control Systems (AQCS) to help efficiently produce power and provide
performance over the life of a power plant. Power Portfolio also applies
the science and systems of power conversion to provide motors,
generators, automation and control equipment and drives for energy
intensive industries such as marine, oil and gas, renewable energy,
mining, rail, metals, test systems and water. It also offers advanced
reactor technologies solutions, including reactors, fuels and support
services for boiling water reactors, through joint ventures with Hitachi
and Toshiba for nuclear fleets.

GE's Power Business is broken up into two parts:
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GE Power Business



GE's Power Business continues to bleed as revenues have fallen from
$29.4B in 2017 to $18.6B in 2019 alongside super slim margins of 2.1%.

 
Even before COVID19, GE expects continued cash burn.
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Guidance Issued Before COVID19*
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GE Renewable Energy Business

Gas remains the No. 1 source of U.S. power generation, and will
continue in that spot for several more years, but the rise of

renewables threatens gas’ market share, just as it has coal and
nuclear power. Renewable energy sources are set to account for
nearly 21% of the electricity the United States uses for the first
time this year, up from about 18% last year and 10% in 2010.

 
According to other studies, climate change requires a 45%

reduction of carbon emissions across all sectors by 2030, which
means 70 to 80% reduction from the power sector as

transportation, building and industrial sectors catch up. Keeping
nuclear and hydro in place, solar needs to grow from 2% to 25%

quickly and wind from 9% to about the same share at 25%.
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GE Renewable Energy Business

Onshore Wind – delivers technology and services for the onshore
wind power industry by providing smart turbines that are uniquely
situated for a variety of wind environments. Wind services help
customers improve availability and value of their assets over the
lifetime of the fleet. The Digital Wind Farm is a site level solution,
creating a dynamic, connected and adaptable ecosystem that
improves our customers’ fleet operations. Onshore Wind turbine
installed base was approximately 45,000 units as of December 31,
2019.
Offshore Wind – leads the industry in offshore wind power
technologies to be used in offshore wind farm development with
the Haliade X-12MW prototype, the most powerful offshore wind
turbine in the world.
Grid Solutions Equipment and Services (Grid) – equips power
utilities and industries worldwide to bring power reliably and
efficiently from the point of generation to end customers through
offering products, such as high voltage equipment, power
electronics, automation and protection equipment, and servicing
the generation, transmission, distribution, oil and gas,
telecommunication, mining and water industries.
Hydro – represents more than 25% of the total installed
hydropower capacity worldwide through a portfolio of solutions
and services, including the design, management, construction,
installation, maintenance and operation of both large hydropower
plants and small hydropower solutions, as well as offering a
comprehensive asset management program to hydro power plant
operators.



Renewable Energy segment revenues represent 18% and 16% of total
industrial segment revenues and total segment revenues, respectively,
for the year ended December 31, 2019.
For the year ended December 31, 2019, segment orders were up $1.6
billion (10%), segment revenues were up $1.0 billion (7%) and segment
profit was down $1.0 billion.
Backlog as of December 31, 2019 increased $3.9 billion (16%) primarily
driven by increases at Onshore Wind of $3.0 billion due to larger
installed equipment base and a large scale 6MW turbine order in
Offshore Wind.
Orders increased $1.9 billion (12%) organically due to increased demand
in domestic and international Onshore Wind markets, partially offset by
lower re-power unit orders and lower orders at Grid and Hydro.
Revenues increased $1.6 billion (11%) organically.

Equipment revenues increased due to 933 more wind turbine units
shipped, or 40% more megawatts
Services revenues increased primarily due to an increase in repower
units pricing and volume at Onshore Wind.

Profit decreased $1.0 billion organically due to $0.3 billion higher losses
in Grid, Hydro and Offshore Wind resulting from no longer allocating
losses to noncontrolling interest holders
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GE Renewable Energy Business
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GE Renewable Energy Business

Guidance Issued Before COVID19*

Renewable Energy is not
expected to be cash flow

positive in 2020. In fact, GE is
expecting worse cash flow in
this space (-$1.0B+) in 2020

and will probably
downgrade their forecast

even more on their
upcoming earnings report
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GE Aviation Business

Commercial – manufactures jet engines for commercial airframes.
Our commercial engines power aircraft in all categories; regional,
narrowbody and widebody. They also produce and market
engines through joint ventures with Safran Group of France and
United Technologies Corporation. Commercial provides
maintenance, component repair and overhaul services (MRO),
including sales of replacement parts. Our commercial engine
installed base was approximately 37,800 units as of December 31,
2019.
Military – manufactures jet engines for military airframes. Their
military engines power a wide variety of military aircraft including
fighters, bombers, tankers, helicopters and surveillance aircraft,
as well as marine applications. They also provide maintenance,
component repair and overhaul services, including sales of
replacement parts. Their military engine installed base was
approximately 26,600 units as of December 31, 2019.
Systems & Other – provides engines components, systems and
services for commercial and military segments. This includes
engines and components for business and general aviation
segments, along with avionics systems, aviation electric power
systems, flight efficiency and intelligent operation services, aircraft
structures and Avio Aero
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GE Aviation Business

Aviation segment revenues represent 38% and 34% of total industrial
segment revenues and total segment revenues, respectively, for the year
ended December 31, 2019.
For the year ended December 31, 2019, segment orders were up $1.2
billion (3%), segment revenues were up $2.3 billion (8%) and segment
profit was up $0.4 billion (5%).
Revenues increased $2.6 billion (9%) organically.

Equipment revenues increased primarily due to 43 more military engine
shipments and 38 more commercial units, including 618 more LEAP
units
Services revenues also increased primarily due to increased price, a
higher commercial spare parts shipment rate and increased revenues
on long-term service agreements.

Profit increased $0.4 billion (6%) organically mainly due to services
increased volume and increased price on commercial spare parts, and
increased profitability on long-term service agreements



Backlog as of December 31, 2019 increased $49.7 billion (22%) primarily due to
an increase in long-term service agreements.
Orders increased $1.4 billion (4%) organically primarily driven by $1.9 billion of
orders in the fourth quarter of 2019 for our newly formed Aeroderivatives joint
venture between GE Power and Baker Hughes. 

 
Excluding the Aeroderivatives orders, total orders actually decreased $0.9 billion

mainly due to a decline in LEAP engine orders as a result of the 737 MAX
grounding. Boeing will continue to be a drag on this business segment for the

foreseeable future on top of COVID19 as GE makes the LEAP-1B engine exclusively
for the 737 MAX. As we know, Boeing still has a lot of regulatory headwinds before
any 737 MAX planes are made and ordered. COVID19 sure isn't helping either as
the industry braces itself for less travel demand. For example, earlier this month
aircraft lessor Avolon canceled an order for 75 Boeing 737 MAX planes that were

due to be delivered by 2023 - an order for $11B. 
 

This is a big issue because Aviation is GE's crown jewel. GE was initially expecting
more than $4.4B in free cash flow from this segment but CUBE anticipates their

new guidance to below $4B.
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GE Aviation Business

Guidance Issued Before COVID19*
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GE Healthcare Business

Healthcare Systems – develops, manufactures, markets and services a
broad suite of products and solutions used in the diagnosis, treatment
and monitoring of patients that is encompassed in imaging,
ultrasound, life care solutions and enterprise software and solutions.
Imaging includes magnetic resonance, computed tomography,
molecular imaging, x-ray systems and complementary software and
services, for use in general diagnostics, Women’s Health and image-
guided therapies. Ultrasound includes high-frequency soundwave
systems, and complementary software and services, for use in
diagnostics tailored to a wide range of clinical settings. 
Life Sciences – delivers products, services and manufacturing solutions
for drug discovery, the biopharmaceutical industry, and cellular and
gene therapy technologies, so that scientists and specialists can
discover new ways to predict, diagnose and treat disease. It also
researches, manufactures and markets innovative imaging agents used
during medical scanning procedures to highlight organs, tissue and
functions inside the human body, to aid physicians in the early
detection, diagnosis and management of diseases.

 
As of March 31st, GE actually announced some really good news. The

company completed the sale of its BioPharma business to Danaher and
received approximately $20 billion in net cash proceeds. This is something
CUBE thinks GE should continue to do as deleveraging the balance sheet

is essential for the company over the next several years. GE should be
"shrinking to grow" by doubling down on their focus on where it's most

profitable, which is Aviation, and letting go of anything that is not growing
or bringing in profits.
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GE Healthcare Business

Overall, CUBE believes this business will be one of the brighter
spots for GE in 2020/2021 as it the second best in regards to cash
flow and makes up a strong portion of revenues. GE expects low

single digit revenue growth and $2.0-2.3B+ in free cash flow in 2020
after the $20B unit sale to Danaher.

Guidance Issued Before COVID19*
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GE Capital Business

GE Capital Aviation Services (GECAS) - is an aviation lessor and
financier with over 50 years of experience. GECAS provides a
wide range of assets including narrow- or widebody aircraft,
regional jets, turboprops, freighters, engines, helicopters,
financing and materials. GECAS offers a broad array of financing
products and services on these assets including operating leases,
sale-leasebacks, asset trading and servicing, and airframe parts
management. GECAS owns, services or has on order more than
1,700 aircraft and serves approximately 225 customers in 75
countries from a network of 20 offices around the world.
Energy Financial Services (EFS) - a global energy investor that
provides financial solutions and underwriting capabilities for
Power and Renewable Energy to meet rising demand and
sustainability imperatives.
Industrial Finance (IF) 
Insurance - more on this below

GE Capital is broken up into 4 segments:
 

 
 

Everything up to this point has been fairly easy to analyze but GE
Capital, which CUBE purposefully saved for last, is one big

pandora's box that is excruciatingly difficult to understand.
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GE Capital Business

Let's walk through some history.
 

GE's CEO, Jack Welch, from 1981 to 2001, turned the company "into a
closet bank," providing tens of billions of dollars in business loans,

credit cards, and mortgages each year without much regulatory
oversight and at one point the division made up 60% of GE's total

profits. 
 

GE Capital grew assets to $160 billion by 1995. It doubled in size by
the year 2000 when assets grew to $332.6 billion, and nearly doubled

again by 2008 when it topped out at a peak of $637 billion before
being strangled by the impact of the credit crunch when the market

for commercial paper all but dried up. 
 

At year end 2014, GECC assets were just over $500 billion, positioning
GE Captial as the 7th largest bank holding company in America just
behind Goldman Sachs and Morgan Stanley, and just ahead of U.S.

Bancorp, Bank of New York Mellon and PNC.
 

Jeff Immelt, who was CEO from 2001-2017, made the decision
towards the tail end of his tenure to sell off GE Capital’s assets as best

as possible in an effort of "exorcising the financial demons” of his
predecessor Jack Welch, as Reuters once put it.
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GE Capital Business

GE Capital Sponsor Finance was sold to Canada Pension Plan Investment
Board and Sumitomo Mitsui Banking Corporation[
GE Capital Real Estate was sold to The Blackstone Group and Wells Fargo.[8]The
majority of GE Commercial Lending & Leasing was sold to Wells Fargo.[
Operations in Germany and France were sold to Crédit Mutuel.
Operations in Australia were sold to Sankaty Advisors.
Mubadala GE Capital, a joint venture with Mubadala Development Company,
was sold to MidCap Financial, a portfolio company of Apollo Management.
GE Capital Rail Services was sold to First Union Rail, a subsidiary of Wells Fargo,
and Marmon Group
GE Capital Bank was sold to Goldman Sachs.
GE Healthcare Finance Services was sold to Capital One.
GE Capital Equity was sold to Ardian
GE Capital Transportation Finance was sold to BMO Financial Group.
GE Capital Corporate Finance - Aircraft was sold to Global Jet Capital, a portfolio
company of AE Industrial Partners, the Carlyle Group and GSO Capital Partners.
GE Capital's Mexican equipment lending and leasing operations were sold to
Linzor Capital Partners.
GE Trailer Fleet Services was sold to Element Financial and Arval.
GE Capital's Japanese capital finance, fleet service and vendor finance
businesses were sold to Sumitomo Mitsui Financial Group
GE Capital's American restaurant finance operations were sold to First Horizon
National Corporation, Wintrust Financial and Sterling Bancorp.
GE's hotel franchise operations were sold to Western Alliance Bancorp.

On April 10, 2015, Immelt announced that GE would sell most of GE Capital over
the next two years. 

 
The following events occurred:

 



While a good chunk of GE Capital was sold there still remains quite a bit left. Their
biggest problems right now are in the LTC, or long-term care insurance, reinsurance

portfolios. Many providers of LTC insurance have underestimated the cost of
servicing policies, meaning premiums have been unable to cover the spiraling costs

of healthcare and longer life expectancy.
 

What this means is that GE has been having to put tons of money aside in reserves
to make up for this need of cash. Below is a diagram of how reinsurnace works.

Essentially, reinsurance is insurance for insurers. Reinsurance is the practice
whereby insurers transfer portions of their risk portfolios to other parties by some
form of agreement to reduce the likelihood of paying a large obligation resulting

from an insurance claim. The party that diversifies its insurance portfolio is known
as the ceding party. The party that accepts a portion of the potential obligation (GE)

in exchange for a share of the insurance premium is known as the reinsurer.
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GE Capital Business

The run-off insurance operations of North American Life and Health (NALH)
primarily include Employers Reassurance Corporation (ERAC) and Union Fidelity Life

Insurance Company (UFLIC). ERAC was formerly part of Employers Reinsurance
Corporation (ERC) until the sale of ERC to Swiss Re in 2006. UFLIC was formerly part
of Genworth Financial but was retained by GE after Genworth’s IPO in 2004. ERAC

assumes long-term care insurance and life insurance from numerous cedents
under various types of reinsurance treaties and stopped accepting new policies

after 2008. UFLIC primarily assumes long-term care insurance, structured
settlement annuities with and without life contingencies and variable annuities

from Genworth and has been closed to new business since 2004. The vast majority
of NALH’s reinsurance exposures are long-duration arrangements that still involve
substantial levels of premium collections and benefit payments even though ERAC

and UFLIC have not entered into new reinsurance treaties in about a decade.



Humans are living longer
Health insurance costs are rising
Around 84% of their policies have an inflation protection option

Despite not entering into any new business in a decade, there are still
many risks to GE's massive portfolio that still exist:

 
1.
2.
3.
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GE Capital Business

Expected average life span amongst both genders has hit an all-
time high of 70.3 years of age, up from 47 years in 1950. The

longer people live, the worse it is for GE.
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GE Capital Business
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GE Capital Business

Overall healthcare costs — including all private and public
spending — are anticipated to rise by an average of 5.5% per

year over the next decade — growing from $3.5 trillion in 2017
to $6 trillion by 2027. 

 
Healthcare spending is projected to grow faster than the

economy, increasing from 17.9% of gross domestic product
(GDP) in 2017 to 19.4% of GDP in 2027. This is a pro for their

healthcare business but a con for GE Capital.
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GE Capital Business

Just how sensitive is every single basis point? Take hospital care for
example, the largest component of national health expenditures. It is
anticipated to grow at an annual average rate of 5.6% over the next

decade, which is above its recent five-year average growth rate of 5%.
This seemingly small difference of 60 basis points can have a significant

impact. If hospital care expenses grew at a rate of 5% over the next
decade rather than 5.6%, the resulting savings would be a whopping $97

billion.
 

Our aging population will only make add to the growth rates as
individuals age 65 and older spend, on average, 3x more on healthcare

per person than working-age individuals and 5x more than children.
Furthermore, according to the U.S. Census Bureau, the population of

individuals age 65 and over is expected to increase by 16 million over the
next decade while the under-65 population will only increase by 5 million.

 
This does not bode well for GE as across their U.S. and Canadian life

insurance blocks, they reinsure approximately $100 billion of net amount
at risk (difference between the death benefit and any accrued cash value)

from approximately 2.2 million policies with an average attained age of
58. In 2019, their incurred claims were approximately $0.5 billion with an

average individual claim of approximately $48,000.
 

The largest product types covered are 20-year level term policies which
represent approximately 40% of the net amount at risk and are

anticipated to lapse (i.e., the length of time a policy will remain in force)
over the next 2 to 4 years as the policies reach the end of their 20-year

level premium period.
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GE Capital Business

Life insurers' earnings are typically derived from the spread between their
investment returns and what they credit as interest on insurance policies and
products. During times of persistent low interest rates, life insurers' income from
investments might be insufficient to meet contractually guaranteed obligations to
policyholders which cannot be lowered.
Lower yields change their discount rate on their models for their books which
leads to an increase in reserve requirements. Straight from GE's 10K on page
38/132

"In calculating our future policy benefit reserves, we are required to consider
the impact of net unrealized gains and losses on our available-for-sale
investment securities supporting our insurance contracts as if those unrealized
amounts were realized. To the extent that the realization of gains would result
in a premium deficiency, an adjustment is recorded to increase future policy
benefit reserves with an after-tax offset to Other comprehensive income." Put
simply, a lower discount rate would increase the current value of the obligations
on insurers’ balance sheets.
 The company realized an impact to their reserve margin by $1.34 billion in 2019
based off the 3 rate cuts of approximately 0.75-100bps. This will likely take an
even larger hit in 2020 considering rates have fallen 150 bps.
Studies also show during the low rate environment after the financial crisis from
2008-2016, total industry reserves grew from $1.98 trillion in 2006 to $3.3
trillion by the end of 2016 as a result of the low interest rates during that
period.

Lower rates on top of massive stimulus will most likely lead to higher inflation in
the coming years. In normal circumstances this would lead to an increase in
interest rates, but given the fact that the economy was unable to handle the rate
increases in 2018, it may become very difficult for the world, not just the U.S., to
see higher rates anytime soon. This is a problem for GE as many of the policies are
hedged against inflation which will hurt their spreads even more.

To make matters worse, lower rates for longer are terrible for insurance companies
for many reasons.

 
1.

2.

a.

b.

c.

3.



As we can see above, GE Capital, with all of its risks, doesn't produce any rewards for
the company. The segment lost -$500M in 2019 and 2018 and $6.8B in 2017. The
insurance side of the business has brought in $2.9B in revenue consistently but

continues to operate at a loss with -$600M in 2019. 
 

GECAS, GE Capital Aviation Services, has been GE Capital's silver lining generating
$4.9B in revenue and $1.0B in profits but this will undoubtedly take a hit as COVID19

has virtually grounded all forms of transportation. CUBE would like to see EFS
become a larger contributor in supporting energy financing services but they don't

appear to be capitalizing in this regard. CUBE sees this as a huge missed
opportunity. 

 
Also, the need to allocate more reserves for their insurance business in the coming
years can skew GE's debt-to-equity ratios massively so there is a good chance that

3.86:1 is not truly indicative of what the actual number may be.
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GE Capital Business



More stable business segment.
CUBE is a fan of the divestment of
their BioPharma business to
Danaher which provides them with
$20 billion in net cash proceeds.
Should see slightly lower cash flow
generation vs. Aviation in 2020

GE HEALTHCARE

CUBE believes GE should continue with
asset sales, deleverage the company, and
double down on only profitable and
growing areas. While Aviation will see
some headwinds for the next 12 months
or so, it remains their best segment
alongside GECAS in their Capital business.
GE should also consider ways of making
better use of EFS and IFS as the economy
is in desperate need of upgrades in energy
and infrastructure.

SUMMARY

GE Recap

CUBE is long-term bullish on GE's
renewable business segment as large
industry tailwinds should push growth for
many years to come.  While the business
isn't consistently profitable yet, segment
orders were up 10% in 2019 and segment
revenues were up 7% Y/Y

GE RENEWABLE

Generally a strong area for GE,
but COVID19 has materially
impacted this business and we
therefore aren't nearly as
bullish on the segment as it
could be a while before
airliners return to normal

GE AV IAT ION

OVERVIEW

There is very little to get excited about
in the Power segment with razor thin
margins, lackluster growth, and free
cash flow burn.
 
CUBE expects continued cash burn and
single digit percentage declines in
revenue

GE POWER

This remains CUBE's largest concern for
GE. Current low interest rates coupled
with a massive portfolio that will most
likely require greater reserves makes
GE very risky. On top of this, GECAS
should see a slowdown as well as
aviation financing takes a pause 

GE CAP ITAL



CUBE'S TOP
PROS FOR 
GE

 

DIVERSIFIED
BUSINESS

WINDING DOWN
BALANCE SHEET

SHORT-TERM
STABLE/LONG-
TERM FRAGILE
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CUBE'S TOP
CONS FOR 
GE

LEVERAGE

GE AVIATION
CONCERNS

GE CAPITAL
INSURANCE
PORTFOLIO
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BALANCE SHEET



In the short term, GE appears to be stable with cash and cash
equivalents around $36B vs. short-term borrowing of $22B. This

also does not include the $20B they are going to be collecting
from the Biopharma sale to Danaher. That will help GE

tremendously and is something they must continue to implement
if they want a successful turnaround.

 
It's when we look further out that the image gets a bit darker. GE
currently has another round of $67B in long-term debt pushing

their total debt to nearly $91B.
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 CUBEWEALTHGE REPORT

As previously mentioned, there is also risk with regard to their debt-
to-equity ratios as seen by their insurance liabilities of $39B. This

number rose by $4B in 2019 alone and CUBE believes this number will
rise for the coming years based on the previous points made.



GLOBAL GEOMETRY YEAR 2018

FINANCIAL

STATEMENTS

 

 CUBEWEALTH

INCOME STATEMENT

GE REPORT
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On the revenues and profits side of things, GE has been
contracting. Revenues have now come in under $100B for the last

3 years and 2020 will most likely be a fourth straight year of
revenue contraction.

The same applies to the bottom line. GE will probably see their 4th
straight year of losses as their most profitable segment in aviation

will take a material hit.



GLOBAL GEOMETRY YEAR 2018

FINANCIAL

STATEMENTS

 

 CUBEWEALTH

CASH FLOW

GE REPORT
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Below we'll see the cash flow breakout by segment. As we have
mentioned several times, GE's aviation unit is their golden egg at
$4.4B in 2019 followed by healthcare at $2.5B. In totality, GE saw

$2.3B in free cash flow.

GE expects $2-4B in free cash flow for 2020. CUBE anticipates this to
come in towards the lower end of the guidance mainly due to

Aviation headwinds from Boeing and COVID19.



GE
FUNDAMENTALS

 

We are going to compare GE to Honeywell (HON) and 3M (MMM).
 

On an enterprise value to sales basis, GE is the cheapest at rougly
1.4x vs. HON at 2.8x and MMM at 3.2x.



GE
FUNDAMENTALS

 

When looking at the set of companies on an EV/EBITDA (earnings
before interest, taxes, depreciation, amortization) basis, they are

much closer and this is because GE is struggling to turn their
revenues into profits. HON and MMM trade at 11.3-11.5x while GE is

at 10.2x.



GE
FUNDAMENTALS

 

Sliding all the way to the bottom line and now GE is in the middle of the
pack as HON and MMM are able to operate in the green much better than
GE. On a trailing 12 month basis, GE trades at 18.7x which is actually quite
expensive for a company that does not have any growth in their business

and is actually losing revs at an alarming pace. With COVID19 crushing
2020 GDP, GE is most likely trading at a significantly higher P/E ratio and

that's assuming they will be able to draw positive EPS out of their negative
net income due to one-off items.



GE
FUNDAMENTALS

 

On a price to book ratio, we are actually shocked that HON and MMM
trade at such high levels. Nonetheless, most companies in GE's financial
position don't trade at a premium to their book value so while 1.9x may
seem cheap, we actually view it as pretty expensive. Also note that if GE
has to allocate future reserves for GE Capital or take more impairments
to their subsidiaries similar to their stake in Baker Hughes, this number

is only going to get higher over the years.



GE
FUNDAMENTALS

 

To no surprise, GE not only has the most debt on their books vs. the
other two but also does not generate much more EBITDA which

places this multiple signficantly higher than its peers.



GE
FUNDAMENTALS

 

When looking at all three, neither are growing much if at all over the
last 5 years. HON has seen their revenues fall from $38B to $36B,

MMM has seen their revenues grow from $30B to $32B, and GE has
seen their revenues fall from $105B to $87B annually.



GE
TECH ANALYSIS

 



TECH ANALYSIS 

SUMMARY

Looking at the charts, we believe GE is
going to continue its downtrend as this is
about as ugly of a chart as you're going to
see. The stock has not participated in the
market bounce back and is now sliding to
fresh lows. 
 
While the stock is oversold on W%R, it is
not on MFI or RSI and CUBE thinks the
stock will visit the S1 level of $5.44 in the
near future. The stock has been denied by
its pivot point and 20DMA numerous
times and has been falling on higher than
normal volume.
 
If the stock is able to catch a bid, its first
level of resistance will be the 20DMA of
$6.93 followed by the upper BB and pivot
point. If it continues to slide as we expect,
$5.90 is the next support level (low made
on March 18th) followed the by the S1
which would hit quickly if $5.90 does not
hold.



BULLISH OR

BEARISH?

VS.

MORE BULLISH
(POSITIVE)

MORE BEARISH
(NEGATIVE)



Overall, CUBE is not a fan of General Electric. We believe it is

possible for the company to get out of this mess they are in but it

will take a couple of years of significant asset sales, cost cutting,

and excellent investments in high ROI areas to make that happen.

On a shorter time frame, there is little to be excited about as

COVID19 has also put a serious strain on any momentum they were

building up - especially in their healthiest segment, Aviation.

 

While CUBE does like turnaround stories, this one is far too risky

especially with the outstanding scam reports claiming that GE is

fudging their insurance metrics to the amount that it would make

Enron's debacle look small. We aren't making such bold claims but

most certainly find GE Capital, specifically their insurance division,

to be extremely difficult to dissect. We ultimately believe the

company will have to allocate much more reserves over the

coming years, especially in this low rate environment which also

crushes their spreads. 

 

Couple this with the rest of their debt, lack of growth, thin

margins, and cash flow issues and CUBE simply can't get behind GE

as a legitimate investment at this point in time.

GE
CONCLUSION



NOTHING IN THIS DOCUMENT, OR ANY DOCUMENTS FOR THAT
MATTER, SHOULD BE USED OR CONSTRUED AS AN OFFER TO SELL, A

SOLICITATION OF AN OFFER TO BUY, OR A RECOMMENDATION FOR ANY
SECURITY. NOR IS IT INTENDED AS INVESTMENT, TAX, FINANCIAL OR

LEGAL ADVICE. INVESTORS SHOULD SEEK SUCH PROFESSIONAL ADVICE
FOR THEIR PARTICULAR SITUATION. CUBE DOES NOT MAKE ANY

GUARANTEE OR OTHER PROMISE AS TO ANY RESULTS THAT MAY BE
OBTAINED FROM USING OUR CONTENT. NO ONE SHOULD MAKE ANY

INVESTMENT DECISION WITHOUT FIRST CONSULTING HIS OR HER OWN
FINANCIAL ADVISOR AND CONDUCTING HIS OR HER OWN RESEARCH
AND DUE DILIGENCE. TO THE MAXIMUM EXTENT PERMITTED BY LAW,

CUBE DISCLAIMS ANY AND ALL LIABILITY IN THE EVENT ANY
INFORMATION, COMMENTARY, ANALYSIS, OPINIONS, ADVICE AND/OR

RECOMMENDATIONS PROVE TO BE INACCURATE, INCOMPLETE OR
UNRELIABLE, OR RESULT IN ANY INVESTMENT OR OTHER LOSSES.

CONTENT CONTAINED ON OR MADE AVAILABLE IS NOT INTENDED TO
AND DOES NOT CONSTITUTE LEGAL ADVICE OR INVESTMENT ADVICE
AND NO ATTORNEY-CLIENT RELATIONSHIP IS FORMED. YOUR USE OF

THE INFORMATION IS AT YOUR OWN RISK. THIS CONTENT IS
CONFIDENTIAL AND MUST NOT BE DISTRIBUTED
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