
In one of the opening scenes of Martin Scorsese’s “Wolf of Wall Street”, expe-
rienced broker Matthew McConaughey takes a brand new Wall Streeter out for 
lunch on his first day on the job. 

Mark Hanna (Matthew McConaughey): Nobody knows if a stock is going to 
go up, down, sideways or in circles. You know what a fugasi is?

Jordan “The Wolf” Belfort (Leonardo DiCaprio):  Fugazy, it’s a fake.

Mark Hanna:  Fugazy, fugasi, it’s a wazi it’s a woozy, it’s [makes a flittering 
sound] fairy dust.

Morgan Housel is right and Matthew and Leo bring home the fairy dust.  Be-
cause it’s a matter of time, patience, discipline ... and a time-honored long-term 
perspective.  The Motley Fool has been hailed as one big investment club and 
Housel is one of their best scribes and thinkers.  Clubbers who dwell at places 
like Manifest Investing and www.bivio.com know that investing with friends can 
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Otters on Wall Street
“The only people who think buy-and-hold is dead are short-term thinkers frus-
trated by their inability to follow it.”  -- Morgan Housel, The Motley Fool (2013)

The S&P 500 gained 32.2% in 2013.  (Wilshire 5000, 33.3%; Value Line Arith-
metic Average, 38.4%; Dow Jones Industrial Average, 29.6%)  I was surprised 
by 2013.  I didn’t expect that to happen.  We’re reminded that the results of 
any given year are fleeting and random.  We’re reminded in a powerful way that 
stocks, sectors, and markets can remain “overbought” for a very very long time. 
And there’s a reason that Value Line use 3-5 year forecasts.

The quarterly low total return forecasts for the Value Line Standard Edition versus the actual re-
sults four years later.  The correlation is pretty strong and it’s the shape that matters.  We note 
the vagaries of time and expected fluctuations.  The 12/31/2009 forecast of 8% compares to an 
actual return of 15.4% -- another suggestion that 2013 may have been an overachiever.

Monthly Round Table FREE Webcast    

Join Ken Kavula, Cy Lynch, Hugh McMa-
nus and Mark Robertson for our Novem-
ber Round Table on Tuesday, January 28 
at 8:30 PM ET.  Our knights of the round 
table share favorite study stocks and 
tackle challenges with a tracking portfolio 
(+3.0% relative return since inception) 
... for more information, check: http://
www.manifestinvesting.com/events or ask 
nkavula1@comcast.net to add you to an 
email friendly reminder list.  This event 
is co-sponsored by the Mid-Michigan 
chapter of NAIC.

Sea otters hold hands when they 
sleep so they don’t drift away from 
each other. Photo Credit: @Fac-
tHive pic.twitter.com/V3jOjksQso
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deliver a bedrock of discipline.  And hence 
the otters, because we know that investing 
together -- sharing opportunities, remain-
ing vigilant for threats, comparing notes 
and most of all enabling patient success 
is a formidable recipe.  Otters lock arms 
and turn a potentially dangerous investing 
world into something much less forbidding.  
Sleep-at-night investing, indeed.

Valuing Value Line Forecasts

Mark Hulbert featured some thoughts on 
the merits of Value Line and our usage of 
Value Line forecasts in a Wall Street Jour-
nal/MarketWatch column back in March.

At the time, I shared, according the Value 
Line low total return forecast, that stocks were getting 
overpriced.  And they continued to get steadily more 
overpriced for the balance of 2013.  Does this mean I was 
wrong or a victim of a fairy dust drone attack?

Not exactly.  Because the results of a single year whether 
we’re talking about a stock, sector or market can be very 
elusive when compared against any forecast.  And it actu-
ally gets more difficult the shorter the time frame.  So, 
McConaughey is right about that no matter how many 
martinis had been consumed.  

McConaughey: My good man, bring us a fresh martini 
and then another every 7 1/2 minutes until one of us is no 
longer able to stand.   

DiCaprio: Oh, I’m good with water for now.

McConaughey: It’s his first day on Wall Street. Give him time.

As shown in the accompanying Value Line forecast (VLLTR) 
chart, the forecast efficacy improves with age.  We also 
note the pendulum swing of momentum that sprang to 
life after the 2002 forecast peak where the actual returns 
remained elevated for several quarters. Chances are we’re 
seeing a sequel in 2013.  The 2008-2009 peak forecasts 
during the Great Recession gave way to elevated returns 
four years later and they seem to be persisting at fairly 
high levels.

One of our other favorite charts is the actual annual return 
chart that we’ve featured regularly over the years and 
shown in the accompanying figure.  We’ve used it to point 
out how “unique” 2008 was and we’ve shared Ken Fisher’s 
sage observation that the “block” for any given year can 
pretty much land anywhere.  Get over it.  Deal with it.

Jeff Gundlach observed (one year ago) that the overall ad-
vance in stock prices during 2012 was “unwarranted.”  We 
can’t wait to hear what he has to say about 2013’s inertial 
roll and what he expects from 2014 and the longer road 
ahead.

Forecast? No Fear, No Forecast

In a recent column for Bloomberg, Barry Ritholtz shared his 
forecast for the Dow on 12/31/2014, “No idea.”  The S&P 
500? “Why are you asking me?”  

Yet a lot of ink flows along these lines at this time of year.  
Henry Blodget recently shared his perspective: “I do not 
know what the market is going to do.”

“No one else knows what the market is going to do, either.”

“This was a revelation for me.”

“When I finally realized that no one knows what the mar-
ket is going to do, I developed a very different philosophy 
about money management — including, importantly, the 
management of my own money ... when you finally accept 
and embrace the idea that no one knows what the market 
is going to do — when you stop looking for that one brilliant 
fund manager or advisor or analyst who is finally going to 
make you rich without accidentally making you poor — you 
will [have an opportunity] to be able to outperform the vast 
majority of other investors, including professionals, with a lot 
less time, stress, and hassle.”

Value Line projected an 8-10% annualized total return for 
the period from 12/31/2010 through 12/31/2014.  Based 
on the historical variances, 2014 could deliver a total return 
anywhere from -6 % to +12% and land within a sigma of 
Value Line’s forecast.  But it doesn’t matter, Ken Fisher is 
right about the plopping of the next brick.  

With the low total return forecast currently at 3%, caution 
is warranted.  We don’t know when the next correction will 
happen or how big it will be.  We know it will happen.  And 
we know that we’re statistically more vulnerable, based on 
the lessons of history.  Morgan Housel is right ... and it’s 
easier discovering and owning high-quality stocks by invest-
ing with friends.  Stick to the best in 2014.  Switch lower-
quality and lower-PAR stocks to stronger replacements when 
appropriate.  Keep portfolios well positioned.

Annual Total Returns, S&P 500 (1941-2013).  2013 assumes a special place in stock 
market history and nearly joined 1954 and 1958 in our hearts.



 Solomon Select

 EMC Corp (EMC)
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We know a bunch of people who 
made a ton of money on this com-
munity favorite a little over 12 years 
ago.  Can lightning strike twice?   

We think so.  But the story has got to 
be right, the field of opportunity intact 
... and management has to execute 
and seize moment after moment.

Cy Lynch featured EMC Corp (EMC) 
for the December edition of our Round 
Table, citing the expanding market for 
storage and the management track 
record of EMC.   

Growth, Profitability, Valuation

The Manifest Investing sales growth 
forecast for EMC is 9%.  Value Line is 
projecting at 9.5%.  We’re using 12.2% 
for the projected net margin and 22x 
for the projected average P/E.  Value 
Line has a 3-5 year projected net mar-
gin of 13.2%.
  
At the time of selection (12/30/2013), 
the stock price is $24.96, the project-
ed annual return is 14%.  The qual-
ity RANKING is 88 and the financial 
strength rating is 97 (A++).  

Stored-Up Potential?

The stock price has been fairly flat over the 
last three years, despite fairly steady gains 
in earings.  Even if the growth rate slows to 
7% and the P/E is closer to 20x ... Cy came 
up with a return forecast closer to 12%.  In 
this frothy market, that compares pretty 
favorably to a lot of other frothy stocks.  
Looking at historical levels for the pro-
jected annual return, the return forecast 
is near multi-year highs and th projected 
relative return is at longer-term highs.

EMC stock has been unpopular for some 
time but looks fundamentally sound.  The 
company has considerable cash reserves, 
enabling a commitment to R&D and a 
never-ending hunt for opportunities like 
VMware.  The next Round Table is January 
28.  Check the Events listing for details.

EMC Corp (EMC): Business Model Analysis.  Up, straight and parallel for this storage industry leader. 
The sales growth trend and forecast is approximately 10%. The Value Line low total return forecast was 14% 
at a stock price of $25.07 (1/3/2014).

EMC Corp (EMC): Profitability.  Not immune from the 2008-2009 Great Recession, net margin has 
recovered nicely and is holding steady in the 12-13% range.

EMC Corp (EMC): Chronicle.  The return forecast (PAR) is near high levels shown in this 4-year 
profile of excellent quality.  The projected relative return is also approaching the top of the sweet spot 
(MIPAR+10%) as shown. 



by Mark Robertson

The Hoard’s relative return since its 
inception (January 2009) is +0.9%.  Our 
goal to beat the market by at least three 
percentage points.  The absolute an-
nualized return is 19.8% versus 18.9% 
for the Herd (total stock market) during 
the same period.  Overall accuracy (the 
percentage of picks outperforming the 
market) is 73.1%.

Reviewing Current Holdings

The Hoard Portfolio meets all of our tar-
gets for key design characteristics except 
for projected sales growth. Overall PAR 
(7.9%) is 2.8 percentage points above 
current MIPAR (5.1%), near our goal of 
MIPAR+3 percentage points. Overall qual-
ity remains excellent at 82.1. Financial 
strength is solid at 84% (A).

The average sales growth forecast of 
9.8% still falls below our target range 
of 10-12%, there aren’t many options 
available.  

Technology is still significantly over-
weighted but the sector continues to 
rank favorably on a sort by return fore-
cast using the ETF Sector Radar/GPS on 
the Manifest Investing home page.

ment (IEZ) there along with a couple of 
other energy speciality/sector funds and 
those gold miners.

This is not easy. It seems like a whole 
more funds are “designed to fail”, a sub-
ject that we’ll likely tackle for the March 
cover story.

We also note that a number of interna-
tional and emerging market funds domi-
nate the top of the list.  Many of these 
have insufficient coverage for a good 
characterization.  Examples would be 
Templeton Developing Markets and long-
time favorite Acorn International.

Turning to Morningstar for their opinions 
on return potential for the ETF interna-
tional representation, we find a number of 
them, including current holding ADRE on 
the ETF Manifest leader board.  (See ac-
companying monthly ETF “roll call.”)

Stepping back from the forest for a few 
moments, we’ll frame our January deci-
sion:

1. The globe has been in a recession for 
an extended period.  Every recession in 
the history of the world has ended.

2. We believe Peter Lynch was right with 
his observation about smaller companies 
offering out-sized opportunity as reces-

Fund Analysis: Hoard vs. Herds

 Going ‘Wanger’ ... Buy Acorn International
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January 2014 Funds.  Top ETFs ranked by expected return.  Source: Morningstar 

Results (December 31, 2013).  The average selection for the Hoard has outper-
formed the total stock market benchmark by +0.9% since inception.  Accuracy, the 
percentage of positions outperforming the Wilshire 5000 since selection, is now 73.1%.  

Decisions

The overall return forecast is down to a 
performance advantage of 2.8 percent-
age points.

This is not easy.  We need more return 
forecast potential and more growth.  Of 
the approximately 500 funds that we 
cover at Manifest Investing, a mere eight 
(8) of them have return forecasts that are 
five percentage points higher than the 
median return forecast.  We find current 
holding iShares Dow Jones US Oil Equip-
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Hoard Dashboard.  Our $111,500 invested so far is now worth $175,458. (12/31/2013)   Vanguard Technology (VGT) is the best-per-
forming active selection to date.  http://www.manifestinvesting.com/dashboards/public/hoard-vs-herd

of  Ralph Wanger and the long-serving team at Columbia 
Acorn.  The price momentum (ROC) has been steady at 
20% for nearly eight quarters and slippage will be moni-
tored to attempt to sidestep a swoon like 2008.

sions recede.  We also believe that 
carefully balancing the overall growth 
of the portfolio positions us well -- 
over time -- in this regard.

3. We think it’s important to access 
opportunity worldwide.  

The return forecast potential in the 
ETF manifest is hard to ignore.  As 
we noted in this month’s cover story, 
there’s no way to know when the tide 
turns and the results of any given 
year are a wild card.

We’ve been overweighted in the 
larger blue chips for quite some time 
and ADRE takes this condition global.  
At the same time, it would appear to 
be prudent to pursue international 
long-term opportunity as part of the 
Hoard initiative.  We’ll increase our 
focus on all things Templeton, Wanger 
here in the first quarter of 2013 and 
seek the best long-term deliverers.

For now, we’ll say thank you and 
adieu to the Morningstar domestic 
large cap ETF and sell JKE making 
room for additional international ex-
posure.  The proceeds of sale will be 
combined with the January contribu-
tion and invested in long-time achiev-
er, Acorn International (ACINX).

ACINX is part of the Ralph Wanger 
legacy of smaller company stock 
selection and readers are encour-
aged to review the fund analysis, 
performance results and management 
profile at www.morningstar.com.  We 
think Acorn International gives us ac-
cess to both the smaller company and 
international diversification objective 
in a single package.

We’ll attempt a better character-
ization using individual holdings, but the overall EPS growth 
is 13.1% according to Morningstar, a welcome bolstering 
to the overall portfolio.  For now, we’ll treat ACINX as a 
non-core holding but regard it as core steeped in the legacy 

Acorn International: 10 Year Price Performance.  Both ACINX and ADRE are up basically 100% 
(doubled in value) over the last ten years, taking considerably different paths to get there.  Although 
both underperformed the Wilshire 5000 (VTSMX) in 2013 ... ACINX was up 22.3% while ADRE actually 
declined 5.1%.  

Acorn International (ACINX): 10-Year Track Record.  ACINX has a 10-year relative return of 
+4.0% (11.9% vs. 7.9%) and delivered 22.3% in 2013, trailing the Wilshire 5000 but outpacing a 
majority of international funds.  The relative strength index of 75.9 suggests an overbought condition, 
but as the 2004-2007 history shows, ACINX can be overbought for a very long time. 
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Screening Results

Crossing Wall Street, Walking Main Street
Subscribers know we’re big fans of 
like-minded Eddy Elfenbein and his 
long-term investing blog at www.
crossingwallstreet.com.  Eddy’s Buy 
List has outperformed the S&P 500 
for the last seven years.  Not a single 
fund can make that claim.  So in the 
spirt of screening/shopping/hunting, 
his Buy List servces as a fertile ground 
of ideas for 2014 and beyond.

Buy List A Rama

Eddy selects (20) stocks at $50,000 
each ... puts the burner on simmer 
and comes back on New Year’s Eve 
to see how his million dollars fared 
versus the market.  His 2013 selec-
tions rang in the new year at 38.5% 
versus the S&P 500 at 31.5%.  You 
can review them at:

http://expectingalpha.com/2014/01/02/
wall-street-walking-2014-challenge/

For 2013, we decided to join Eddy 
and have some fun ... adding two 
$1M dashboards (Walking Main Street 
-- based on the 20 best stocks in the 
MANIFEST 40; and Expecting Alpha 
20 -- sourcing 20 ideas from our full 
universe of coverage.)

In a year when the highest-quality 
stocks lagged, one list staggered a 
little but the Alpha 20 turned in a 
market-beating 35.3%.

Dashboards for the 2014 entries and 
some potential studies can be found at:

http://www.manifestinvesting.com/dash-
boards/public/crossing-wall-street-2014

http://www.manifestinvesting.com/dash-
boards/public/walking-main-street-2014

http://www.manifestinvesting.com/dash-
boards/public/expecting-alpha-20-2014  
(Summary shown here)

What would your (20) stocks be, 
knowing that you can’t touch them for 
52 weeks?  Meanwhile, we’ll raise a 
glass to Eddy and his quest for EIGHT 
STRAIGHT.

Market Expectations (12/31/2013).  The median return forecast (MIPAR) for 
all 2400+ stocks followed by MANIFEST is 5.1%.  The multi-decade range for this indi-
cator has been 2-20% with an average of 8-9%.

Expecting Alpha 20 (12/31/2013).  Our Alpha 20 entrants in the 2014 Wall 
Street Walking Challenge. Selections focused on PAR, quality and higher growth. 
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Tin Cup Model Portfolio

18.8% Annual Returns Over 18 Years

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 $1,195,818 (12/31/13) 
and the net asset value is $263.70. The 
model portfolio advanced +0.42% dur-
ing December 2013. The Wilshire 5000 
checked in at +2.12% for the month. 

Tin Cup has generated a 16.8% annual-
ized total return over the trailing five 
years vs. 17.7% for the S&P 500 for a 
trailing 5-year relative return of -0.9%.

Portfolio Characteristics

With MIPAR at 5.3%, our target for the 
minimum overall portfolio PAR is at least 
10.3%. The overall portfolio PAR is 11.0% 
on 12/31/2013. Quality and financial 
strength are sufficient at the current lev-
els of 93 (Excellent) and 88%. EPS Stabil-
ity is 82 for the portfolio. Sales growth 
has retreated in recent months to 9.7%.  
The target is approximately 11%.

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

Tin Cup: Long-Term Performance.  The results over the last 1-3 years have 
been relatively weaker. 2013 delivered 19.5% vs 33.3% for VTSMX.  Better days.

Performance & Decisions

December was tough on a couple of our 
favorites and overall growth could use 
a little boost.  Future contributions and 
switches should include the objective of 
getting the overall growth forecast back 
in the 11% zone.  The long-term outlook 
for the “staggered” is still strong, so we’ll 
sigh and await better days ahead.  Inter-
esting that long-timer LLTC is near the 

bottom of the dashboard these days.

The monthly contribution and Decem-
ber dividends total $2484.

We accumulate Bio-Reference Labs 
(BRLI) at the top of the sweet spot 
with a PAR of 12.8% and a growth 
forecast of 12.1%. 



2014.  $1,000,000 is evenly invested in 5-20 stocks (or 
funds) on 2/2/2014 and we stand back and watch the 
selections grow for the next 52 weeks until the 2/2/2015 
finish line.  Five selections is the minimum ... and yes, 
dividends are reinvested.  This is a total return contest.

Individuals and groups are encouraged to join the fray.  
Discuss it during your January club meeting and either 
post your 2014 entry in the MANIFEST forum under the 
Groundhog Challenge or submit selections to markr@mani-
festinvesting.com BEFORE February 2, 2014.

Coming Attractions

Reminder: Next Round Table is Tuesday, January 28th at 
8:30 PM ET.

Stay tuned.  We’ll be launching a series of webcasts and 
events centered on investing-with-friends.  We’ll also be 
updating stock reports and overviews on the MANIFEST 40 
and other stocks appearing on things like club and Ground-
hog dashboards over the next few weeks.
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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.

Starting Gate Harbinger? Does market performance early in 
the calendar year portend anything about expectations for the 
full year?  Not so much ... 2014 checks in at -0.09% through 
1/10/2014, a path to high single digit returns for this year?

Random Reflections
One of the things we do at MANIFEST is attempt to turn 
some of the random noise and chaos into something less 
random -- through demonstration of time-honored prin-
ciples and philosophy that goes back over seven decades.  
We’re 12 1/2 months from our 10th anniversary ... and we 
look forward to an evolving 2014.

First Ten Days?

There’s some discussion that the market trends during 
the early part of January can be an indication of what to 
expect from the rest of the year.

Here’s a look at a plot of the market performance from 
January 1st through the 10th versus the year-end results 
from 1991-2013. There’s a lot of scatter and the most 
that can be said is that there does appear to be a “general 
tendency.”

2014? On 1/10/2014, we were at -0.09% … suggesting 
high single digits for the year according to this. But we’ve 
seen anywhere from -20% to +30%.

Pick good stocks when they’re on sale. Rinse. Repeat. 

Groundhog Challenge VIII (2014)

Groundhog VII (2013 edition) comes 
to an end on February 2, 2014.  
we have seen a number of photo 
finishes over the years in our annual 
stock selection challenge.  

This will not be one of those years.
Last year’s group champion, The 
Broad Assets investment club of St. 
Louis has dusted the field -- and 
barring calamity and collapse at a 

couple of their key positions during January -- currently 
has a 111% total return for 2013.  (That’s NOT a typo)  In 
similar fashion, Andy Pagorek of Chicago is up 82% for the 
individual championship.  More on them to follow in the 
February newsletter.  

For now, it’s time to start your Groundhog shopping for 


