
The lyrics are from Tina Turner’s classic.  The theme is written from the perspective of those being oppressed and not 
wanting to get their hopes up in yet another “hero” who may or may not save them.  Stock market corrections, recessions 
and bear markets are no fun.  And there is no crystal ball.  But we’ll debate Tina on the merits of her argument.  While we 
agree that we don’t need another hero in the form of yet another guru/pundit/talking head, I think we need be our own 
heroes while extracting lessons of history and knowing the way “home.”  For many of us, preservation of capital is im-
portant.  Not only that, prudent allocation offers the potentially of incrementally superior returns.  What are cash equiva-
lents?  How does an investor decide what and when to take action?  Are there barometers that we can rely on? 

Can’t make the same mistake this time ... How many of us are weary of the roller coaster of buying a particular stock (or 
group of stocks) and riding them to a peak or apogee -- only to hang on, white-knuckled, while they plummet into the depths? 
Our own Tin Cup model portfolio remains fully invested at all times and serves as an example of one such roller coaster.  
We’ve talked about “getting back to even.”  (See Tin Cup update, April 2010)  Is there something we can rely on? 
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We Don’t Need Another Hero
Jeff Traeger noticed and shared something of an epic moment on the Manifest 
Investing Forum a couple of weeks ago.  Value Line raised their commitment to 
“cash equivalents” to 40% (from 35%) during July.  These shifts in guidance 
are rare and a bit “tectonic”, the last adjustment coming on April 2, 2012.  We 
also noted that one of our favorite market barometers, the median Value Line 
Low Total Return (VLLTR) forecast has dipped near historical lows (4.5%) last 
week.  Shelly Stokes noticed coverage of another similar Value Line metric (VL-
MAP) and shared that she was “becoming more convinced than ever that [pro-
tective] cash is possibly a good idea.”  Sunil Veluvali asked for a summary...

Value Line Low Total Return (VLLTR) Forecast vs. Actual Results.  Mark Hulbert recently 
featured our monitoring of this relatively reliable market indicator in his Wall Street Journal fea-
ture and CBS MarketWatch.  Prudent selectivity is more challenging than usual these days.

Out of the ruins, out from the wreckage 
Can’t make the same mistake this time 

I wonder when we are ever gonna change it 
Living under the fear till nothing else remains

We don’t need another hero 
We don’t need to know the way home 
Looking for something we can rely on 

There’s got to be something better out there 

                          ... continued on page 2 ...
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Time for Timing?

But our community of investors really doesn’t attempt to 
“time” the market, right?  And what about that long-held 
advice to investment clubs that they remain fully invested 
at all times?

  “Don’t give me timing, give me time.” -- Jesse Livermore

Jesse Livermore is regarded and hailed as one of the most 
successful traders of all time.  He also said, “There is a 
time for all things, but I didn’t know it. And that is precise-
ly what beats so many men in Wall Street who are very far 
from being in the main sucker class. There is the plain fool, 
who does the wrong thing at all times everywhere, but 
there is the Wall Street fool, who thinks he must trade all 
the time. Not many can always have adequate reasons for 
buying and selling stocks daily – or sufficient knowledge to 
make his play an intelligent play.”

A colleague of Joshua “Reformed Broker” Brown shared, “I 
am never fully invested.  There are reasons for this relat-
ing to risk management ...  [this] is about opportunity and 
the absolute, no exceptions, rule I have, that has served 
me well, to be ready with ammunition when opportunity 
arises. I never have to raise cash because I am never fully 
invested.  Ever.  Usually, [cash] is 20% of my portfolio but 
sometimes it is more.”

Speaking of The Reformed Broker, he’s (as usual) more 
direct: “All-In is a stupid investment posture, so is All-Out.”

Are the two schools of thought really at odds with each 
other?  Not really.  As with many things “investing,” it 
comes down to a matter of context.  In this case, the main 
consideration is time horizon.

In the case of the modern investment club, what is the 
theoretical time horizon or duration? Answer: Infinity.  (At 
least in theory)  This being the case, a club can choose 
to remain relatively fully-invested, not unlike our Tin Cup 
model portfolio.  This is also true for relatively young inves-
tors with long-term risk tolerance.  Timing is something 
that can be generally disregarded if so desired.

If you’re a human investor, you likely have a finite time 
horizon and each and every one of us has resource needs 
that could make capital preservation a very important con-
sideration.  George Nicholson allowed for this in some detail 
in his teachings, stipulating that it was fair and reasonable 
for investors to allocate between core holdings, non-core 
holdings and “cash equivalents” when conditions merit and 
to support the pursuit of the opportunities suggested by 
Jesse Livermore.  History does repeat.  Recessions and bear 
markets will come and they will take prisoners.  We’ll delve 
deeper into this subject and some details on the Manifest 
Investing Forum during August.

Potential Fly In The Ointment?

Mark Hulbert delivers yet another cause for concern, in ad-
dition to his trumpeting of things like low VLMAP (and our 
strong preference, VLLTR) levels.  “We could very well be 
entering into a multi-decade period of much lower price-to-
earnings (P/E) ratios.”  (See accompanying chart. Feel free 
to gulp.)  “That, at least, is the conclusion that emerges from 
a very long-term perspective on the relationship between 
interest rates and P/E ratios. On average since 1871, it turns 
out, P/E ratios have averaged just 12.8 when long-term rates 
have been in a secular uptrend vs. 17.5 when those rates 
have been in a secular downtrend.”  Vulnerability can be a 
place where Opportunity is born.  But don’t be a hero.

Bear Market Lesson? This graphic displays 10 years of prices 
(bottom) for the S&P 500.  Relative Strength Index (top) is used 
as an indication of potential overvaluation (RSI>70).  Major lesson 
from 2004-2008 was that stocks (and markets) can stay overvalued 
for a long time.  We’re now dabbling with a momentum character-
istic (ROC, middle) to see if early detection/warning is feasible.  As 
Ken Fisher points out, in the role of The Great Humiliator, markets 
can stay irrational for a long time, in some cases longer than your 
wallet can remain solvent.

Valuation Bubble?   Many of the aggregate return forecasts that 
we follow are “subdued.”  We don’t pretend to “call” market disrup-
tions, we merely observe/believe that vulnerability to corrections 
increase as our return forecasts decrease.  The fact that many 
forecasts are predicated on higher multiples (compared to recent 
history) is NOT EXACTLY a source of great comfort.



 Solomon Select

 Gentex (GNTX)

 August 2013  -  Expected Returns  - 3

Long-time community favorite Gen-
tex (GNTX) makes cool rear-view 
mirrors with auto-dimming and 
things like embedded displays for 
rear-view cameras.  They also make 
things like SmartBeam headlights 
and windows for the latest crop of 
Boeing aircraft.  It’s all about glass 
and in this case, a glass half-full.

Gentex is something of a company 
without an industry.  Their overwhelm-
ingly dominant position in products 
offered leaves little room for competi-
tors.  World class manufacturing and 
innovation have been hallmarks since 
Chairman & CEO Fred Bauer started 
this quest back in the 1970s.

Growth, Profitability, Valuation

The Manifest Investing sales growth 
forecast for GNTX is 9.0%.  We’re using 
15.6% for the projected net margin.  
Value Line has a 3-5 year projected net 
margin of 15.6%.

The median P/E for the period 2005-
2012 is 24.1x.  We’re using 21x for the 
projected average P/E.

At the time of selection (7/31/2013), the 
stock price is $22.56, the projected an-
nual return is 13%.  The quality RANK-
ING is 91 (Excellent) and the financial 
strength rating is 84 (A).  

Points of View

The Value Line low total return forecast 
for GNTX is approximately 9%.  S&P is a 
little less sanguine, calling the stock price 
a “hold” for now.  Morningstar has GNTX 
with a fair value of $27 for a price-to-fair 
value ratio of 84%.

Concerns include the retirement of Bauer, 
an acquisition-in-progress (with some 
debt) and challenges where automotive 
companies are putting displays in the 
console instead of Gentex mirrors.  To us, 
these are challenges and opportunities to 
be engineered.  Gentex always has and 
probably will, again.  

Gentex (GNTX): Business Model Analysis.  9-10% top line growth seems to be in order for Gentex.
We also note the impact of the Great Recession (2007-2008).  Next time one of your friends questions 
whether stock prices following earnings -- show them this chart and ask them to explain.  Wait for an answer. 

Gentex (GNTX): Return Forecast Chronicle & Technicals.  A quick look at 5-year trailing return 
forecasts shows that the current forecast has been higher but is still near relatively high levels.  Still not 
overbought (RSI = 57.6) and exhibiting a healthy dose of momentum (9-month rate of price change is 32.7%)  
The recessionary body blow is clear in the middle of the price chart.  When people stop buying cars, it hurts.



by Cy Lynch

The Hoard’s relative return since its in-
ception (January 2009) remains under-
water at an annualized relative return of 
-0.7%. That’s well below our goal of beat-
ing the market by at least three percent-
age points and is based on the Hoard’s 
total return of 17.0% versus 17.7% for 
the Herd (total stock market) during the 
same period. In contrast, overall accuracy 
(the percentage of picks outperforming 
the market) is quite good at 63.1%.

As has been the case for a while, our 
relative return has been negatively 
impacted by our holdings of BLDRS 
Emerging Markets 50 ADR (ADRE). To a 
lesser extent, recent picks in the tech-
nology sector have trailed the market, 
too. A main reason for that, and one we 
warned about, is the dramatic drop in 
Apple’s (AAPL). Most of those holdings, 
however, are on the cusp of turning to 
positive relative returns.

Reviewing Current Holdings

As the accompanying dashboard reflects, 
the Hoard Portfolio meets all of our tar-

While sales growth of 9.1% falls below 
our target range of 10-12%, there aren’t 
many options available without extending 
into more speculative funds which isn’t 
well-advised given present market levels.

Surveying the Options

Last month we introduced a different 
take on the Fund Manifest, our monthly 
listing of potentially attractive funds 
based on expected returns. That list 
consists of the 20 ETFs with the highest 
expected returns according to Morning-
star. We supplement those returns with 
MANIEST’s quality and PAR.

As was the case last month, the list is 
dominated by international and energy-
related ETFs. Particularly attractive 
candidates include ADRE and two of its 
sister funds, BLDRS Europe 100 (ADRU) 
and BLDRS Developed Markets 100 
(ADRD), RevenueShares ADR (RTR) and 
another current Hoard holding, iShares 
DJ US Oil Equipment IEZ). Those five 
ETFs all rank in Morningstar’s top 20 
by expected return, have PARs at least 
three points above MIPAR and above 
average MANIFEST quality rankings.

Staying the Course

We previously alluded to the overall 
market being at historically high levels. 

Fund Analysis: Hoard vs. Herds

 Accumulate BLDRs Emerging Mkts 50 (ADRE)
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August 2013 Funds.  Top ETFs ranked by expected return.  Source: Morningstar 

Results (July 31, 2013).  The average selection for the Hoard has underperformed 
the total stock market benchmark by -0.7% since inception.  Accuracy, the percentage 
of positions outperforming the Wilshire 5000 since selection, is now 63.1%.  

gets for key design characteristics except 
for projected sales growth. Overall PAR 
(9.5%) is 3.9 points above current MIPAR 
(5.4%), comfortably above our goal of 
MIPAR+3 percentage points. Overall qual-
ity remains excellent at 81.0. Financial 
strength is very strong at 81.0% and we 
find that particularly reassuring as the 
broad market indices reach record highs 
and expected returns measured by MIAPR 
approach historical lows.
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Hoard Dashboard.  Our $101,917 invested so far is now worth $145,965. (7/31/2013)   Vanguard Technology (VGT) is the best-per-
forming active selection to date.  http://www.manifestinvesting.com/dashboards/public/hoard-vs-herd

Fund Composition (ADRE).  50 of the largest emerging-markets 
companies that are listed in New York as depository receipts. This 
ETF has a heavy weighting in Brazil (38%) and energy firms (23%) 
and has a mega-cap tilt.

As a result, pickin’s are rather slim unless we look abroad or at 
large cap technology sector funds. In fact, according to our ETF 
Sector GPS, technology is the only sector with a current PAR of 
MIPAR+3. Energy falls next in line with a current PAR of 7.5%, 
just 2.1 points above MIPAR. Given that a little over 40% of the 
Hoard portfolio is invested in technology stocks, we choose to 
look across the oceans for potential outsized returns.

Against that backdrop, we choose to accumulate more ADRE. 
Market Vectors Gold Miners (GDX) ranks first in expected 
return according to both MANIFEST and Morningstar. We took 
a small speculative position in GDX last month and find that 
sufficient for now. (It’s “fun” to be up 9% in a little over two 
weeks, too.) Right behind GDX according to both methodolo-
gies is ADRE.

ADRE holds only large, established companies with ADRs traded 
on U.S. exchanges. Such companies are required to regularly 
file financial statements with the SEC and adhere to U.S. gener-
ally accepted accounting principles, providing some margin of 
safety relative to funds with significant holdings of smaller com-
panies traded exclusively on local foreign exchanges.

Its holdings are spread among companies subject to diverse eco-
nomic conditions. Just over 40% are large energy and telecom-
munications companies. Another 33% is spread about equally 
between large companies in the financial and technology sectors.

In short, we believe that ADRE is well-positioned to benefit 
from the inevitable rebound from the global recession. Based 
on history, and the best available reading of the tea leaves, 
emerging markets will come out of the recession with higher 
growth rates than established markets. We plan to be ready. 
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Screening Results

Gone Shopping ... But With A Minesweeper

This month features the top percen-
tile of all stocks covered at Manifest 
Investing on the basis of a combina-
tion of strong fundamentals (return 
forecasts and quality) and some key 
technical factors (relative strength 
index, sentiment and momentum.)   

Companies of Interest

With the median return forecast 
hovering near historical lows -- and 
frankly at levels similar to Summer 
2007 (see MIPAR levels in the 2nd and 
3rd quarters of 2007 on the accompa-
nying chart) before the tempest --  we 
continue to suggest the quest for the 
highest quality companies -- and have 
accordingly limited the field to candi-
dates with financial strength ratings of 
at least “B++” and a quality ranking 
greater than 80 (Excellent).  But we 
know that market momentum can 
persist for extended periods despite 
indications of over-bought conditions 
and we respect history.

With this awareness, we continue to 
seek opportunities while ratcheting up 
selectivity.  If (when) there’s a mine-
field ahead, we know that it’s prudent 
to have a considerable concentration in 
quality and financial strength.  Quality 
matters.  We also know that Jeremy 
Grantham’s “flaky stocks” are the ones 

that get absolutely hammered when 
corrections and recessions unfold.

This month’s Sweet 16 is on pretty 
good footing.  The average PAR is 
12.7%.  The average Value Line low 
total return forecast is 10.3%.  The 
average Morningstar price-to-fair 
value is 94% while the S&P P/FV 
is 93%.  All of the companies have 
above-average return forecasts and 
excellent quality ratings.  Five of the 
companies have been vetted by your 
peers as denoted by the positions 
within the MANIFEST 40 most widely-
followed stocks.  

Gentex (GNTX) is still hiring and 
faces a vista of opportunity.  Cogni-
zant Technology (CTSH) stands to 
benefit from global recovery.  (The 
Eurozone reported its first expanding 
purchasing managers index in years 
this morning.)  Checkpoint Software 
(CHKP) has staggering profitability. 
Sustainable?  Hugh McManus has 
recently favored Caterpillar (CAT) 
during Round Table sessions and CAT 
also stands to benefit from economic 
stabilization, even if the loathing per-
sists while Hugh accumulates.

Market Expectations (7/31/2013).  The median projected annual return 
(MIPAR) for all 2400+ stocks followed by MANIFEST (Solomon database) is 5.5%.  The 
multi-decade range for this indicator is estimated at 2-20% with an average of 8.5%.

Screening Results (7/31/2013).  Companies with best fundamental and technical characteristics at this time.  Mini-
mum financial strength rating >= B++ (70).  Quality Ranking > 80.  PAR > 9%.  Sentiment either “Bullish” or “Neutral 
Bullish” with positive PnF price pressure.  MI 40 refers to ranking in MANIFEST 40 most widely-followed stocks. 
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Tin Cup Model Portfolio

Accumulate Bio-Reference Labs (BRLI)

This demonstration portfolio invests the 
maximum allowable 401(k) in stocks. 
In the absence of choices within the 
portfolio, we shop outside the portfolio 
using the combination of return forecast 
and quality rating to identify candidates 
to be added to the portfolio. Total as-
sets reached $1,000,000 in 17 years. 
Tin Cup has outperformed the S&P 500 
since inception and the annualized total 
return since 1995 is now 19.0%.

Total assets are $1,150,579 (7/31/13) 
and the net asset value is $255.83. The 
model portfolio gained +3.46% during 
July 2013. The Wilshire 5000 checked 
in at +5.44% for the month. Tin Cup 
has generated a 8.7% annualized total 
return over the trailing five years vs. 
7.9% for the S&P 500 for a trailing 
5-year relative return of +0.8%.

Portfolio Characteristics

With MIPAR at 5.5%, our target for 
the minimum overall portfolio PAR is at 
least 10.5%. The overall portfolio PAR is 
10.8% on 7/31/2013. Quality and finan-
cial strength are sufficient at the current 
levels of 93 (Excellent) and 92%. EPS 

Tin Cup Dashboard: July 31, 2013.  Ranked by PAR (last column on the right.) Accumulate Bio-Reference Labs (BRLI).     
http://www.manifestinvesting.com/dashboards/public/tin-cup

Sector Diversification.  We “pass” on Microsoft because of position size, but here’s 
another influence.  47.4% in technology is getting a little heavy.

Stability is 83 for the portfolio. Sales 
growth is a little “light” at 9.5%.

Decisions

The monthly contribution and July divi-
dends total $2885.

We pass on Microsoft (MSFT) at the top 
of the sweet spot, citing the 9.3% of total 
assets as a relatively full position.

Bio-Reference Labs (BRLI) recently 
assumed the #2 position in the 
MANIFEST 40 and it offers a little 
more top-line growth even if Pepto 
Bismol consumption might increase a 
bit.  But we’re investors and until the 
long-term fundamentals are compro-
mised, we’ll continue to accumulate 
this northeast regional version of CSI: 
Stock Price Roller Coaster edition.



Time: 6-9 PM
Location: Homewood Suites

August 26: We Invest Better Together
St. Louis, Missouri

Time: 6 PM
Location: St. Louis County Library, Headquarters Branch

1640 S. Lindbergh Blvd.
St. Louis, MO 63131

August 27: Round Table (Bring Out Your Best)
Online Webcast

Time: 8:30 PM ET
Location: http://www.manifestinvesting.com/events/124-

round-table-august-2013-august-27-2013

For more information on any of these opportunities, go to:

http://www.manifestinvesting.com/events

If you’re within driving distance of any of these venues, 
we’d love to see you and spend some time sharing lessons 
learned.  If you’re not, but you’d like to see a session in 
your home town, let us know.  Contact Mark Robertson at 
markr@manifestinvesting.com and tell us.  For now, here’s 
to investing better, together ... and we’ll see you soon.
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(c) Manifest Investing LLC 2005-2013. All rights reserved.  All efforts are made to use factual and timely sources believed to be reli-
able.  No warranties whatsoever are implied.  This publication and affiliated services represent an educational demonstration. NO 
INVESTMENT RECOMMENDATION IS INTENDED.  Manifest Investing LLC has no affiliation with Value Line Publishing, Inc. but is a 
business partner with bivio.com and supports the educational efforts of volunteers and chapters of NAIC nationwide.  Manifest Invest-
ing LLC staff may directly or indirectly hold shares in the companies or funds that are reviewed in this publication.  
Web site: http://www.manifestinvesting.com ... Follow (Like) us at facebook.com/manifestinvesting

Contact Us 
You may write us at Manifest Investing LLC, P.O. Box 81120, Rochester MI 48308.  If you prefer e-mail, contact us at
manifest@manifestinvesting.com.  Every effort will be made to answer your questions individually.  Your inquiries, comments 
and recommendations tell us what you want to see and we’ll do our best to provide it.

Round Table Rolling

This is how we roll.

For some reason, I’ve noticed this 
mantra/tribute at a number of ven-
ues over the last several days.  From 
memorials for heroes to restaurants 
featuring burritos, it’s a theme that 
captures the spirit of so many of our 
community members.

In a few weeks, Ken Kavula and Mark 
Robertson will saddle up and go on a 
quest in Illinois, Oklahoma, Kansas and 
Missouri.  

The quest is simple.  We’ll take a 
look at where we’ve been and where 
we’re going -- reinforcing the time-
honoring methods and philosophies 
deployed by Manifest Investing and the modern invest-
ment club movement.  The common, prevailing, theme 
will be Exported From Detroit: Successful Investing.  We 
look forward to Dashboard Diagnostics LIVE sessions with 
clubs from the prairies of the Land of Lincoln to the golden 
fields of Oklahoma and Kansas.  We’ll explore and reinforce 
what has worked so well for so many over the last seventy 
years and build a better understanding of how to handle 
the challenges and opportunities that come before us now.  
We’re certain to spend some time on the current historical 
low return forecasts and what that suggests for investment 
clubs and individual investors.  

August 22: Long-Term Investing in the Land of Lincoln
Springfield, Illinois

Time: 6-9 PM
Location: Northfield Inn.

August 24: Successful Investing
Oklahoma City, Oklahoma
Time: 8:30 AM to 4:30 PM

Location: Edmond Community Center 

August 25: Foundations & The Road Ahead
Wichita, Kansas


