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23% ROIC

I. Strong historical dividend yield and growth with an average 
growth rate of 6.5% 

II. Depressed share price due to recent lawsuit investigation. 
The lawsuit does not undermine ADM’s core value and the 
price is not reflective of long-term damage

III. Short time horizon on investment to account for negative 
macro headwinds

32 shares (~$2,000)

Limit @ $65



Company Overview
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Timeline
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 Archer Daniels Midland: Global leader in human and animal nutrition 
and the world's premier agricultural origination and processing 
company.

 Core Business: ADM buys, stores, transports, and processes 
agricultural commodities like oilseeds, corn, wheat, and cocoa to 
produce ingredients for human and animal nutrition.

 Strategy: ADM's strategy is focused on expanding the volume and 
diversity of crops merchandised and processed, expanding global 
reach, expanding value-added product portfolio, and expanding 
sustainable agriculture programs and partnerships.

 Robust Dividend: Long term stock with consistently growing 
dividend

Invasion of Ukraine 
causes surge in 

agricultural 
commodity prices

ADM faces 
investigation for 

inter-unit accounting

ADM acquires natural 
flavors producer

ADM announces 
construction of first 

wholly owned 
biodiesel plant

65%

22%

7%
6%

ADM Operating Segment Profits

Ag Services &
Oilseeds

Carbohydrate
Solutions

Nutrition

Other



Industry Overview
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Industry Overview

Porter’s Five Forces

SubstitutesPower of BuyersPower of SuppliersNew EntrantsCompetitive Rivalry SubstitutesPower of BuyersPower of SuppliersNew EntrantsCompetitive Rivalry

HighHighModerateLowLow

 Consumers can 
switch to other oil 
alternatives (palm 
oil, avocado, etc.)

 For products like 
animal feed, 
consumers will 
always use the 
cheapest 
commodity.

 Narrow economic 
moat and low 
switching costs

 Dependence on 
commodity prices

• Highly fragmented 
suppliers –
thousands of 
individual and 
commercial farms

 Significant capital 
requirements for 
infrastructure

 Global vegetable 
oil processing 
industry 
dominated by just 
5 companies

 Agricultural products companies procure, transport, process, 
and store crops. 66.2% of the agricultural industry is driven 
by seeds, cocoa, and grains

 Agriculture, food, and related industries contributed 5.5% to 
U.S. GDP and 10.4% of U.S. employment in 2022

 The U.S. is the world’s leading agricultural exporter, with 
foreign sales totaling $179 billion in 2023.

Sources: GICS, ADM Investor Relations, McKinsey,

Agricultural Processing Market Share: Key Players
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Financial Overview
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Revenue and Profit Summary

Historical Performance

Note: Dividend Payouts Included

 ADM is stable even amidst global economic 
disruption and has generally benefited from 
increased demand for food products caused by 
macro-economic disruptions and market volatility

 2020-2022: War in Ukraine heightened demand 
for agricultural products produced distributed by 
ADM.  ADM capitalized on this opportunity leading 
to an increase in revenue and profit.

 Beginning in 2022, agricultural commodity prices 
began to fall as heightened demand from the 
Ukrainian war began to normalize. 
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Sustainable Competitive Advantage
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Advantage - Strategic Dimensions & Distinctives

Generic Business Unit Strategy

Customer Responsive

Customer Intimacy
1:1 Bonding; Specific Customer Needs

Loyalty thru Broad Marketing/Service Focus

Product Leadership

Product Differentiation
Leapfrog of New Products: Innovation

Unique Features, Product, and/or Service

Operational Excellence

Operational Competency
Unmatched Focus; Quality, Price & Ease

Std Product, Good Quality, Capable Delivery

(Economic Moat)

ADM's competitive strategy focuses on driving productivity improvements, innovation, and building a high-
performance culture to support its strategic pillars of sustainable growth.

Supply Chain/Operations - ADM has a comprehensive global transportation network to efficiently move 
commodities and products worldwide, including trucks, rail, barges, and vessels. This efficiency adapted to fulfill 
global demand despite supply shocks during the COVID pandemic and Russia-Ukraine conflict. 

Robust Financial Position - ADM prioritizes a strong balance sheet and returns to shareholders through 
dividends and buybacks. It targets maintaining an investment-grade credit rating. Low

Growth Strategy - ADM has three strategic pillars to drive growth:

• Productivity - Partnering across procurement, supply chain, operations, and commercial teams to optimize costs 
and volumes. Continued business transformation through standardized processes and technology/automation.

• Innovation - Improving customer experience by leveraging producer relationships and digital capabilities. 
Sustainability-driven innovation across products, solutions, and commitments. Growth initiatives through 
expanded capacity.

• Culture - Building capabilities through process standardization, digitalization, and diversity/inclusion to enable 
collaboration and agility.

EM0



Slide 5

EM0 In the Strong Dividend section, mention the appendix which has a good graph to illustrate the point 
Elijah L Mendoza, 2024-01-26T06:42:14.125
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Historical Valuation Target Prices

Investment Thesis
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We recommend ADM as a BUY for 2 reasons:

 Strong historical dividend performance and growth – Since 2014 ADM’s dividend has seen an average 6.5% growth 
rate. ADM’s current yield is 3.18%. This yield is especially attractive considering ADM’s low cost of equity (7.8%) which 
yields the high DDM valuation (see football field below).

 Depressed share price – In January, the Department of Justice began investigating ADM’s inter-unit accounting 
processes. We believe that the resulting share price drop (which destroyed $8 billion in market cap) was disproportional 
to actual damages to the company. While the price has partially corrected, we still believe there is upside to investing 
now. (See appendix slide 1.)

 Short Time Horizon – We anticipate exiting our position in ADM in the near term, as soon as the price corrects following 
the ongoing lawsuit.

Sources: Google Finance, 10k

Target Price: 
$75.00

(23% upside)



Appendix: Archer Daniels-Midlands (ADM) 

1) Lawsuit Timeline

2) Seed Oil Processing Supply Chain

3) Discounted Cash Flow

4) Relative Valuation

5) Dividends



Patrick Henry Investment Group

• ADM’s board changed one of performance 
metrics from adjusted earnings to the growth of 
average operating profit in the Nutrition Segment 

• Executives would receive target payout if the 
segment’s 3-year average growth >10%, and 
double share awards if growth was  >20% 

• Executives collected $7mill from growth

• ADM investigating asset sales between segments 
at prices below market value

Sources: Reuters, ADM, Bloomberg, Feed & Grain,

• CFRA cuts its 12-month price target 
from $76 to $61

• Margins already thin due to the crop 
oversupply in recent years 

• ADM is already adjusting sales prices 
between segments and placed the 
CFO on leave. 

• Lawsuit does not undermine ADMs 
fundamental operations

Lawsuit Timeline and Explanation

ADM’s board ties 
performance metric 
to growth of 
Nutrition Segment 

Stocks drop 24% after ADM 
announced voluntary SEC 
investigation 

ADM sued in 
class action 
lawsuit by 
shareholders 

Three employees 
subpoenaed 

2020-2021

Jan 2024 March 2024

Details

Impact and Moving Forward

Timeline

Key Facts



Seed Oil Processing Supply Chain

Sources: Usfarmdata.com, unl.edu, American Soybean association Patrick Henry Investment Group
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Discounted Cash Flow Model
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Relative Valuation
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Dividend History
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Dividend Payout Ratio

• ADM’s dividend has grown consistently 
every quarter over the past 18 years. 

• The dividend payout ratio has been 
decreasing, which means that ADM’s ability 
to pay its dividends is not particularly 
impaired given its current level of earnings.

A strong track record
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Questions

Health foods have become increasingly affordable and prioritized, particularly 
along the coasts. Have health trends impacted ADM? Will they?

1. ADM sells oils and agricultural products to a wide range of customers/uses, including 
commercial husbandry, biofuels, and consumer food products. They also sell into more 
markets than just the U.S. While health trends may hurt some of their core products, we 
believe they are sufficiently diversified (both in products and geography) that they can 
withstand the pressure.

2. ADM is diversifying into more nutritional product lines, via their animal and human 
nutrition segments. Growth in these segments may help offset these downturns.

How will a potential end of the Ukraine war impact commodity prices?

1. The market for agricultural commodity prices has already corrected since the beginning 
of the war.  Additionally, there are few indications that the ongoing war in Ukraine will 
end in the near future.  

2. Based on our pitch of ADM as relatively short term investment, it seems unlikely that a 
drastic decrease in agricultural commodity prices will occur and present a threat to ADM.  
In fact, over the next year or so, agricultural products such as soybean futures are 
expected to increase in price before decreasing again which is attractive towards a 
current investment in ADM.
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Questions

How will a potential end of the Ukraine war impact commodity prices?

The commodity forward curve is an indicator of expected future prices. These are the 
forward curves for soybeans and soybean oil, which are highly correlated with ADM. 


