
“We have always believed that the collective 
decisions made by our community of 

like-minded, long-term investors 
are worth huddling over ... 

a place where ideas are born.”

Eight years.  We established and have been tracking your most widely-followed 
stocks for eight years.  Many of the original “40” are still on the list.  There have 
been relative few kings-of-the-hill, including Bed Bath & Beyond (BBBY), Stryker 
(SYK) and current pole position and community favorite, Apple (AAPL).

Bottom Line(s)

The annualized rate of return for this tracking portfolio is 8.0%.  The Wilshire 
5000 has gained 5.1% (annualized) over the last eight years ... so the relative 
return (alpha) of these community favorites is a stellar +2.9%.  

The relative return of the ACTIVE, current 40 positions, in the tracking portfolio 
is even better at +4.8% annualized.  For context, only 4.1% of the equity funds 
tracked at Morningstar have a better relative return over the last eight years.

25-of-40 active entries have outperformed the Wilshire 5000 since selection for an 
accuracy rating of 62.5% compared to 63.2% in June 2013.  62.5% is well above 
“average” for selecting “winners” by the overall universe of investors and traders.

The average holding period is now 5.4 years.  More on that shortly ...

Chargers

Qualcomm (QCOM) has continued to move up the charts, going from #20 to 
#16 over the last three months.  QCOM had the greatest percentage gain in 
dashboard appearances.  Other companies making strong showings of interest 
include Coca-Cola (KO), recent Solomon Select feature Cognizant Technology 
(CTSH) and Wells Fargo (WFC).  It seems that many community members are 
heeding Buffett’s advice that “... when you can find a better bank than Wells 
Fargo you should buy it.  Until then, buy WFC.”  The results of $100 positions 
investing in any of the Top 40 companies can be viewed at any time at:

http://www.manifestinvesting.com/dashboards/public/manifest-40
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Is Buy-And-Hold Dead?
The Stocks You Follow: September 2013 Update.  Eight years. We’ve continuously moni-
tored the 40 most-widely followed stocks by our community of subscribers at Manifest 
Investing for eight years.  We think it’s more than a fair assumption that many of these 
are in your real money portfolios ... and for that, we’re optimistic and grateful.  This man-
aged “tracking collection” of your collective favorites has outperformed the Wilshire 5000 
by +2.9% (relative rate of return, percentage points).  The aggregate absolute return has 
been 8.0% during a period when the annualized total return for the general stock market 
has been 6.9%.  With 8 years in the can, the average holding period is 5.4 years, begging 
the question about the effectiveness of buy-and-hold strategies ...

Peak Performance.    

Our MANIFEST 40 is a celebration 
of collective excellence in stock 
selection, strategy and disciplined 
patience.  With an average holding 
period of 5.4 years, the annualized 
relative return of the current tracking 
portfolio is nearly +5% versus the 
Wilshire 5000, aligning very well with 
our long-term objective.  With above 
average growth (8.9%) and a return 
forecast of 11.5% (vs. 6.2% for the 
general market) we see continuing 
solid performance ahead ...



2  -  Expected Returns  -  October 2013

Strongest Performers

The three top performers in the 
MANIFEST 40 since inception  
-- based on annualized relative 
return -- are Portfolio Recovery 
(+73.2%), ResMed (36.3%) and 
Cognizant Technology (30.3%).  
$100 invested in Portfolio Recov-
ery (PRAA) on 3/28/2012 is now 
worth $253.

Newcomers

We pay considerable attention to 
the chargers and new additions to 
the list.  Apple was a new addi-
tion back on 9/24/2009 and $100 
invested then is now worth $272 
(relative return = +18.3%).

The only newcomer is actually a 
returning participant, Infosys Tech 
(INFY).  Along with Cognizant, 
these information technology com-
panies continue to appear near 
the top of our screening results at 
the present, and with better days 
ahead globally, portend some po-
tentially attractive returns.

But this 8-year perspective really 
isn’t complete without taking a 
moment to cite the charter mem-
bers of that first MANIFEST 40 
that are still on the list -- deliver-
ing our answer to what buy-and-
hold really, really means.

The charter members of the 
MANIFEST 40 are: AFLAC (AFL), 
Cisco Systems (CSCO), Danaher 
(DHR), FactSet Research (FDS), 
General Electric (GE), Intel (INTC), Johnson & Johnson 
(JNJ), Lowe’s (LOW), Medtronic (MDT), Microsoft (MSFT), 
Oracle (ORCL), Pepsi (PEP), Pfizer (PFE), Stryker (SYK), 
this month’s Solomon Select repeat Teva Pharma (TEVA), 
and Walgreen (WAG).
 
Funeral For A Friend?

You don’t have to google very long to come up with a long 
list of articles and commentaries about the death of “buy 
and hold” as a strategy.

If they present buy-and-hold as a strategy, they’re wrong.

Buy-and-Hold is not, and never was, a strategy.  It’s also 
not what has been championed by over seven decades by 
the investment club movement. 

                          ... continued on page 8 ...

Following the exhortations of the likes of Benjamin Graham, 
David L. Babson and George Nicholson, Jr. (often cited as 
the grandfather of the modern investment club movement) 
it was NEVER “Buy. Hold.”

It always was, “Buy. Hold. For as long as it makes sense to 
do so.”  It makes sense to do so as long as (1) the return 
forecast for a given stock is superior to market averages 
or your own objective based on core/non-core philosophy 
or (2) you can improve portfolio return expectations and/
or quality by switching from one stock to another company 
or group of companies.  The answer is centered on portfolio 
design & management.  With an average holding period of 
5.4 years, the MANIFEST 40 is not completely passive, but 
active when it makes sense to do so.  Cancel the funeral.

MANIFEST 40 (September 30, 2013).  These are the most widely-followed stocks by subscribers at 
Manifest Investing.  Current leader Apple (AAPL) was added to the list back on September 24, 2009 and 
steadily climbed the ranks while generating a relative return of +18.3% (annualized) over the trailing 
three years despite the swoon of 2013. Figures in parentheses are the ranking back on June 30, 2013.



 Solomon Select

 Teva Pharma (TEVA)
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Another month and another batch of 
repeat selections in the candidates 
for the featured stock for October.  
As the Sweet 16 (page 6) showed, 
current tracking portfolio residents 
InfoSys Tech (INFY) and Schlum-
berger (SLB) are on the short list, 
but the decision was made to go 
with 2-time selection, Teva Pharma 
(TEVA).  

TEVA is the largest generic drug 
manufacturing company in the world, 
and it is focusing on building a stron-
ger generic drug portfolio.

Generic drug manufacturing com-
panies are always looking for patent 
expirations of blockbuster drugs. TEVA 
develops a cheaper version of these 
highly marketable drugs and capture 
the enormous growth opportunities 
with competitive pricing. It also allows 
these companies to enter various mar-
kets, which were untapped previously.

Growth, Profitability, Valuation

The Manifest Investing sales growth 
forecast for TEVA is 3.8%.  We’re using 
21.6% for the projected net margin.  
Value Line has a 3-5 year projected net 
margin of 22.5%.

The median P/E for the period 2006-
2013 is 10.6x.  We’re using 9.1x for the 
projected average P/E.

At the time of selection (10/2/2013), the 
stock price is $37.61, the projected annual 
return is 11%.  The quality RANKING is 86 
and the financial strength rating is 93 (A+).  

Points of View

The Value Line low total return forecast 
for TEVA is approximately 16%.  Morning-
star has TEVA with a fair value of $48 for 
a price-to-fair value ratio of 78%.  

The recent launch of a generic versus 
Abbvie’s cholesterol drug (Niaspan) and 
Roche’s cancer medication (Xeloda) bode 
well for growth/profitability.

Teva Pharma (TEVA): Business Model Analysis.  As shown, 2013-2014 are challenging and the EPS 
plateau has delivered a considerable downdraft in stock price.  This generic juggernaut can grow in mid-single 
digits and we believe it will be bolstered by the recent rollouts.  The serial acqusitions have slowed (shaded 
area on left) as any new additions will now be lower percentage of total sales by the law of bigger numbers.

Teva Pharma (TEVA): Profitability.  TEVA faces a perpetual series of challenges and it is a tribute to 
the management of the company that profitability is so consistent despite recessions, court dates, etc.  We be-
lieve it’s fairly easy to defend a net margin expectation of 20-22.5% based on this evidence and track record. 



by Mark Robertson

The Hoard’s relative return since its in-
ception (January 2009) has continued to 
strengthen at +0.6%.  Our goal to beat 
the market by at least three percentage 
points.  The absolute annualized return is 
17.2% versus 16.6% for the Herd (total 
stock market) during the same period.  
Overall accuracy (the percentage of picks 
outperforming the market) is exceptional 
again at 71.6%.

Reviewing Current Holdings

As the accompanying dashboard reflects, 
the Hoard Portfolio meets all of our tar-
gets for key design characteristics except 
for projected sales growth. Overall PAR 
(9.7%) is 3.5 percentage points above 
current MIPAR (6.2%), comfortably above 
our goal of MIPAR+3 percentage points. 
Overall quality remains excellent at 83. 
Financial strength is solid at 83% (A).

The average sales growth forecast of 
9.4% still 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, specifically 
MIPAR near multi-decade lows.  Buffalo 
Discovery (BUFTX) has the lowest PAR, 
but is still +2.9% greater than MIPAR, 

50% ... a condition that we’ve described 
and discussed a few times over the last 
few years.

But only four sector ETFs have a return 
forecast greater than MIPAR, Financial 
(10.0%), Energy (8.2%), Consumer 
Staples (7.3%) and of course, Technology 
(11.3%) according to our published dash-
board dubbed ETF Sector Radar.

Trust me, we’d go somewhere other than 
technology as soon as it beckons ... and 
we have dutifully invested in some energy 
funds, etc. over the months and actually 
harvested some gains in healthcare funds 
along the way.

Is there a risk with a 40-50% concen-
tration in technology for a retirement 
portfolio demonstration?  Sure, but only if 
technology stocks swoon.  (Just kidding)

Seriously, the concentration probably 
mandates a little more attention on the 
sector and we take a look at longer-term 
trends with the accompanying price chart.

Technology: Counterintuitive Haven?

One of the reasons that we feel the need 
to be vigilant about technology sector 
concentration is the perception that tech 
stocks are hit harder (and seemingly 
more often) and suffer the most during 

Fund Analysis: Hoard vs. Herds

 Accumulate Vanguard Tech (VGT)
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October 2013 Funds.  Top ETFs ranked by expected return.  Source: Morningstar 

Results (September 30, 2013).  The average selection for the Hoard has outper-
formed the total stock market benchmark by +0.6% since inception.  Accuracy, the 
percentage of positions outperforming the Wilshire 5000 since selection, is now 71.6%.  

giving us little incentive to explore any 
switching.  With top holdings that include 
Hospira (HSP), Chart Industries (GTLS), 
Align Tech (ALGN), Apple (AAPL) and 
Facebook (FB) ... as usual, we’re happy 
with the selections of Kent Gasaway and 
his team.  

Getting Technical ...

We continue to shop across the opportuni-
ty spectrum and have frequently accumu-
lated funds that are heavy in technology 
sector companies.  In fact, our sector 
allocation to technology is between 40-



 October 2013  -  Expected Returns  -  5

Hoard Dashboard.  Our $105,750 invested so far is now worth $154,246. (9/30/2013)   Vanguard Technology (VGT) is the best-per-
forming active selection to date.  http://www.manifestinvesting.com/dashboards/public/hoard-vs-herd

Bottom Line

Technology stocks aren’t more volatile or cause for concern 
than the “average stock” over the long term.  And based on 
this, we’re less concerned about concentration for this demon-
stration portfolio.

a correction or bear market.

But the tech stocks declined 54% 
between 10/31/2007 and 3/9/2009 
while the Wilshire 5000 and S&P 500 
dipped 55%.  Yes, the post-1999 NAS-
DAQ meltdown continues to haunt, 
but the reality appears to be that the 
tech stocks are no more “dangerous” 
than the average stock despite their 
seemingly annual summer swoons.  

If anything, the technology sector 
stocks are more stable over the long 
term, likely related to the overall 
sector quality ranking of 92 and 
average growth forecast of 9.6%.  
As David L. Babson suggested, over 
the long term, stronger growth 
expectations can become something 
of a self-correcting mechanism for 
portfolio performance.  

As shown in the chart, there’s been 
a strong recovery for VGT from the 
depths of the Great Recession and 
we’re thrilled that it was the first 
selection made at the inception of 
the Hoard portfolio (12/31/2008) 
with its relative return of +5.6% since then.   As the relative 
strength index (RSI) crosses over is now greater than 70 from 
the long-term perspective of the chart, we also note that rate-
of-change (ROC) has consistently been positive for nearly five 
years.  We’ll be vigilant for weakness in the ROC, and we know 
that the overbought condition (RSI>70) can persist for a very 
long time for markets, sectors and individual stocks.

Vanguard Technology Sector ETF (VGT): Technical Analysis.  This monthly chart illustrates the 
price (lower graph) along with the relative strength index (RSI) and rate-of-change (ROC) momentum 
indicators.  The RSI has persisted between 50-70 for several years, a bullish condition.  ROC has also 
been strong since the recovery began in March 2009.   Source: www.stockcharts.com
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Screening Results

Schlossing Around
Every week we sort through the 
update batch and feature companies 
with solid return forecasts accord-
ing to Value Line (and their low total 
return forecast) as well as good 
or excellent quality rankings.  This 
month, we share the results of that 
screen here applied to all 1700 stocks, 
including a sentiment factor and rela-
tive valuation according to S&P and 
Morningstar.

Companies of Interest

As shown in the accompanying 
graphic, the median low total return 
forecast at Value Line is as low as it 
has been for the last 12-13 years at 
4.2%.  We believe that the market is 
(1) vulnerable to correction while at 
the same time acknowledging that (2) 
markets and stocks can remain in an 
overbought condition for a very long 
time.  See 2003-2007.

Superinvestor Walter Schloss nailed 
down massive relative returns as a 
professional investor while leaning pre-
dominantly on Value Line.  For more on 
this, revisit Honoring Walter Schloss, 
our cover story from October 2012.  

That’s right.  He rarely left his office, 
didn’t call companies or analysts and 
diligently searched the Value Line In-

vestment Survey for opportunity.  For 
this month’s screen, we’ve limited the 
field to the 1700 companies -- seeking 
those with superior return forecasts and 
high quality, in a quest to explore com-
panies that may have caught Walter’s 
attention if he were hunting right now.

The average PAR for this month’s 
Sweet 16 is 14.7%.  The average 
Value Line low total return forecast 
is 15.2%.  (Note, once again, the 
similarity.)   The best combination of 
return forecast and quality ranking 
belongs to Infosys Tech (INFY).  
Once again, if you believe the world-

wide recession has ended or will end 
some day, this information technology 
juggernaut is worth a closer look.

Other attractive study options include 
Intel (INTC), Teva Pharma (TEVA) 
and Schlumberger (SLB). 

The average Morningstar price-to-fair 
value is 83.3% while the S&P P/FV is 
83.7%.  First Niagara (FNFG) and 
Inteliquent (IQNT) have been fea-
tured as Round Table selections.  IQNT 
is a turnaround study now that the 
investigations are finished (all clear) 
and restatements unlikely.

Market Expectations (9/30/2013).  The median low total return forecast for 
the 1700 stocks in the Value Line Investment Survey is 4.2% and is near decade lows. 

Screening Results (9/30/2013).  Sorted by Value Line low total return forecast (descending).  Quality > 60.  Sentiment 
either “Bullish” or “Neutral Bull”. [Source: StockCharts.com PnF]  Price-to-Fair Value < 100% [Morningstar and S&P]
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Tin Cup Model Portfolio

Accumulate Coach (COH)

This demonstration portfolio invests the 
maximum allowable 401(k) in stocks. 
Total assets reached $1,000,000 in 17 
years. Tin Cup has outperformed the 
S&P 500 since inception (1995) and the 
annualized total return is now 18.8%.

Total assets are $1,144,360 (9/30/13) 
and the net asset value is $255.83. The 
model portfolio receded -0.88% dur-
ing September 2013. The Wilshire 5000 
checked in at +3.66% for the month. 
Tin Cup has generated a 9.3% annual-
ized total return over the trailing five 
years vs. 9.9% for the S&P 500 for a 
trailing 5-year relative return of -0.6%.

Portfolio Characteristics

With MIPAR at 6.2%, our target for the 
minimum overall portfolio PAR is at least 
11.2%. The overall portfolio PAR is 12.0% 
on 9/30/2013. Quality and financial 
strength are sufficient at the current lev-
els of 94 (Excellent) and 89%. EPS Stabil-
ity is 81 for the portfolio. Sales growth 
has improved in recent months to  10.4%.  
The target is approximately 11%.

Tin Cup Dashboard: September 30, 2013.  Ranked by PAR (last column on the right.) Accumulate Coach (COH). Sell Stryker 
(SYK).  Add C.H. Robinson (CHRW) and Buy Fresh Market (TFM).     http://www.manifestinvesting.com/dashboards/public/tin-cup

Coach (COH): Business Model Analysis.  The impact of the Great Recession in 
the rear view mirror, a top line growth forecast of 10-11% seems feasible.

Decisions

The monthly contribution and August divi-
dends total $4859.

With the overall portfolio return forecast 
at 12.0%, we don’t need to think about 
selling in order to boost the portfolio PAR.  
We also don’t need to look at selling on a 
standalone basis because all of the hold-
ings have a return forecast greater than 

the market median (6.2%.)

We’ll skip the nosebleed entries, 
SolarWinds (SWI) and Fresh Market 
(TFM), with return forecasts more 
than 10% greater than MIPAR.  So the 
accumulation for October becomes the 
next company in line, Coach (COH) 
as we add 75 shares to our current 
position.  Bring your Coach purses to 
Oktoberfest!



Is Buy-and-Hold dead?  Not even close.  Pay attention 
to quality (note the higher quality rankings at the top of 
the accompanying chart) and seek incrementally higher 
return forecasts, even for core holdings.   But know that 
core holdings -- vis a vis the MANIFEST 40 and BareNaked 
Million -- can reside in portfolios for extended periods.  In 
a word, “Hold ... for as long as it makes sense to do so.” 
Eight years of MANIFEST 40.  We see no reason for the 
next eight to fail to resemble the last 40 ... or 70 years.
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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 long-term investing educators nationwide.  Manifest Investing 
LLC staff may hold shares in the companies or funds that are reviewed in this publication.  Blog: http://expectingalpha.com 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.

Is Buy-and-Hold Dead? (Cont.)
It bears repeating.  It was never buy-and-hold.  Buy-and-
Hold is not a strategy.  For us, it is and has always been 
buy-and-hold-for-as-long-as-it-makes-sense.

We do have a model portfolio that can be construed as 
buy-and-hold, at least from the perspective that we don’t 
talk about it much and after several years, we can still 
count the number of sell transactions on one hand.  And 
even this disciplined, patient portfolio is willing to sell when 
it seems to make sense to do so.

That portfolio is our BareNaked Million portfolio.  Formed 
back in January 2007, it was built using a blend of core 
exchange-traded funds, Vanguard Growth (VUG) and a 
concise collection of industry leaders with superior return 
forecasts.  It literally was the answer to a subscriber ques-
tion, “What would you do, now, with $1,000,000?”

Fast forward to today ... and the BareNaked Million is now 
approaching $2,000,000. The annualized return since in-
ception is 10.6% versus 5.3% for the Wilshire 5000.

You can watch the $2,000,000 countdown at:

http://www.manifestinvesting.com/dashboards/public/
barenaked-million

When Fifty Was Nifty

Jeremy Siegel revisited the infamous Nifty Fifty back in 
October 1998 -- some 25 years after the peak of the Nifty 
Fifty back in December 1972, widely regarded as the peak 
of the mania.  The average P/E ratio of the Nifty 50 during 
December 1972 was 42x and the premise held that price 
didn’t matter.  You could buy any of these industry leaders 
and not worry about how much you paid.  It was buy-and-
hold at its most extreme.

Siegel’s discovery was that the Nifty Fifty actually delivered 
an annualized total return of 12.5% (1998) versus 12.7% 
for the S&P 500.  In the accompanying chart, we take a 
look at the surviving companies from the 50 since the peak 
of the NASDAQ bubble in March 2000.  Again, over the 
13-year period, seemingly wildly high P/E ratios failed to 
identify stocks that would underperform the market.


