
If you’ve been around here as a subscriber for a while you may have heard or 
read about this before.  For me, it was one of those etched moments during 
a few decades of investing.  They don’t happen all that often but this one has 
been indelible.

“I’m concerned.  In fact, I’m a little worried.  Why?  Because there’s something 
in the world of investing that has become widely accepted.  In fact, it’s become 
sexy and perhaps a little vogue.” [He may have struck a Madonna-inspired pose, 
but my memory may be a little hazy on that.]

“It’s this notion that buying an index fund is something of a panacea.  Heals all 
wounds.  Can’t go wrong over time...”

“And one of the most popular index funds is based on the S&P 500 ...”

“Don’t get me wrong.  Investing regularly is a fantastic idea and you all know 
that as Rule #1.  I’m at risk of preaching to the choir here.”

“But mindlessly investing into the S&P 500 -- a collection of large, very large, 
companies that have been on a TEAR for nearly ten years strikes me as vulnera-
ble.  In fact, I’d go so far to suggest that anyone investing in the S&P 500 index 
fund at this time is about to get killed.”

You could have heard a pin drop.

“But most of you are above all of this madness.  You’re BETTER.  You don’t 
invest in markets.  You invest in leadership companies.  In fact, your portfolios 
have been dominated by some of the S&P 500 blue chips for several years.  But 
you’re going to excel over the next several years while others struggle.”

“Why? Because you’re stock pickers. You’re willing to hunt down promising smaller com-
panies and -- no matter what lies ahead -- your quest for a blend of companies (based 
on growth and diligent about quality) will protect you from some of the carnage.”

He wasn’t patronizing us.  He believed with all his heart that any long-term 
practitioner in the audience who could muster courage while channeling patience 
and discipline would realize better results on the road ahead.  For many of you 
... for many of us, we know that he was right.  Because as the next decade un-
folded, it became known as the Lost Decade -- particularly in the context of the 
S&P 500 market of stocks.  The hairs on the back of my neck nailed it.  So ... 
what did Ralph know and when did he know it?
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Another Shining Moment
It was one of those moments.  The setting was the 50th annual national convention of the 
National Association of Investors (NAIC) and the venue was Detroit’s Cobo Hall.  The date 
was October 2001, mere weeks after the horrific events of 9/11/2001.  One of our keynote 
speakers was renowned market technician Ralph Acampora, long-time friend to a long-term 
investing community embodied by a nation of investment clubs.  Acampora is and was well-
regarded and widely-regarded -- perhaps most notably as one of Louis Rukeyer’s favorite 
“Elves.”  It was moment because of something Ralph shared ... a warning, and a beacon of 
encouragement for all of us in the audience.  But the hairs on the back of my neck stood at 
attention as he described the situation and his concerns ...

Speaking of Fearless Forecasters ...   
Manifest Investing participates in a FREE 
monthly webcast that is co-sponsored by 
the Mid-Michigan chapter of the National 
Association of Investors (NAIC).  The 75-90 
minute program features timely topics and 
educational themes while including discus-
sions of the favorite investable ideas from 
Ken Kavula, Cy Lynch, Hugh McManus and 
Mark Robertson as well as a number of guest 
knights and damsels. The group has col-
lectively achieved a +3% advantage to the 
Wilshire 5000 over nearly five years.  For 
more information and to register, see: 

http://www.manifestinvesting.com/events
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2001: The Thick Red Line?

What was on the mind of Ralph Acampora at 
the time?  It might help to close your eyes 
and think back to those days of autumn 2001.

The 5-year trailing annualized total return 
for the S&P 500 was a staggering 16%.

Collective profitability had been bolstered 
for much of the last decade, a period 
we’ve referred to as the Renaissance of 
American Enterprise.

Growth rate expectations were ... well 
... ambitious.  Dot-com was a house-
hold word.  Price-to-earnings ratios were 
clearly out-of-style.  Many companies 
didn’t have an “E” ... so P/E ratios were 
triple digits or NMF.

The accompanying chart shows the strong 
steady advance of the S&P 500-domi-
nated Wilshire 5000 during the last half 
of the 1990s.  It also displays the return 
forecasts back in 1991-1992 in the 16-
20% range.  Prescient.

Do you remember those days in 1998 and 
1999 when the P/E ratio forecasts just 
kept meticulously ratcheting up?  20x last 
quarter ... 25x during the next quarterly update ... and 
30x during the quarterly update after that?  

Autumn 2001

Against this back drop, Ralph Acampora talked about things 
like The Nifty Fifty back in the mid 1970s.  The average 
Value Line low total return forecast had dipped into mid-sin-
gle digits during the early days of the new century but had 
continued even higher despite the market surge, when we’d 
typically expect a decline.

Ralph suggested that the S&P 500 forecasts seemed to be 
OK on the surface, but they were artificially inflated.  As 
shown in the second figure, the astronomical P/E ratios 
of the late 1990s influenced analysts in 2000-2002 (and 
beyond) as the pendulum was now on steroids and immune 
from gravity or the lessons of history.

We’ve often wondered about these conditions back then, but 
never placed them in such stark relief.  There are days lately 
when it seems like a throwback to 1999, but I’d forgotten 
P/E forecasts for companies like Walgreen (28x), Intel (35x), 
Stryker (28x) and Coca-Cola (30x).  

Ralph most likely said something along the lines of ... “We’ve 
Seen This Movie Before.”  We know how it ends.  But our 
audience who invests regularly in high-quality companies (not 
markets) when they’re on sale and makes absolutely cer-
tain to shop among smaller promising companies was gonna 
be OK.  Ralph had a hunch that the S&P 500 indexers were 
vulnerable to a Lost Decade.  He was right.  So were the hairs 
on the back of my neck.  Thanks, Ralph.

Market Forecasts During The Late 1990s. After several years of 
a surging (virtually unprecedented) market, the professional analyst 
community was forecast-challenged in the late 1990s and early years of 
the new century.

MANIFEST 40: Actual vs. Forecast P/E Ratios (1995-2013).  This comparison of P/E 
ratio forecasts for the most widely-followed stocks by MANIFEST subscribers displays the 
exuberance from the early days of the last decade, a condition that has persisted for an ex-
tended period.  P/E forecasts seem to have receded to normal levels by historical standards.



 Solomon Select

 Cognizant Technology (CTSH)
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Some might say that we’re stuck 
in a rut.  Perhaps.  But it’s a really 
good rut.  We’ve selected Cognizant 
Technology (CTSH) on four previous 
occasions over the last nine years or 
so and we haven’t been disappoint-
ed.  We know that many subscrib-
ers smile at the results delivered by 
CTSH to their own portfolios.

The inspiration for this month’s selec-
tion comes from the quarterly update 
of the 40 most widely-followed stocks 
by our community of long-term invest-
ing practitioners.  The accompanying 
chart provides the CURRENT return 
forecast (PAR) leaders from a dash-
board sorted by PAR, descending.

With the source of these ideas origi-
nating in the portfolios and watch lists 
of all of you, we feel pretty comfort-
able shopping in the sweet spot of op-
portunity.  Virtually all of these merit 
a closer look and several have been 
selected and featured recently in ei-
ther Solomon Select or any one of our 
tracking demonstration portfolios.

Growth, Profitability, Valuation

The Manifest Investing sales growth 
forecast for CTSH is 19.1%. Value Line 
is projecting at 20%. We’re using 14.3% 
for the projected net margin and 21x for 
the projected average P/E.  Value Line 
has a 3-5 year projected net margin of 
14.6% and a P/E forecast of 20x.
  
At the time of selection (4/10/2014), 
the stock price is $47.87, the pro-
jected annual return is 17-18%.  The 
quality RANKING is 100 and the finan-
cial strength rating is 96 (A++).  

The company, and its stock price, will 
be vulnerable to summer doldrums, 
not unusual for a tech stock.  CTSH 
has been impacted by the global 
recession and has navigated well 
through choppy waters.  Think what 
they can achieve with a good econom-
ic breeze and less turbulent waters. 

MANIFEST 40: Screening Results.  Our MANIFEST 40 is a celebration of collective excellence in stock 
selection, strategy and disciplined patience.  It seems like a most natural place for our community to go 
shopping for study ideas.  The dashboard is continuously available at http://www.manifestinvesting.com/
dashboards/public/manifest-40 and the results shown here are ranked by PAR (Descending). 

Cognizant Technology (CTSH): Chronicle.  The stock price has been fairly strong following a 
plateau that led to elevated return forecasts for several quarters.  The recent price swoon has bumped 
the projected annual return back to 17-18%.  Long-term investors will shrug and be unsurprised if the 
stock price languishes during the summer months -- a frequent condition for tech stocks.  Quality?  It’s 
flat-lined at the TOP of the chart (100, top percentile ranking).  



by Mark Robertson

The Hoard’s relative return since its inception (January 
2009) is +0.5%.  Our goal to beat the market by at least 
three percentage points.  The absolute annualized return is 
18.6% versus 18.1% for the Herd (total stock market) dur-
ing the same period.  Overall accuracy (the percentage of 
picks outperforming the market) is 74.0%.

Reviewing Current Holdings

The Hoard Portfolio meets all of our targets for key design 
characteristics except for projected sales growth. Overall 
PAR (9.3%) is 3.8 percentage points above current MIPAR 
(5.5%), slightly greater than our goal of MIPAR+3 per-
centage points. Overall quality remains excellent at 79.6. 
Financial strength is solid at 81% (A).

The average sales growth forecast of 10.0% is at the low 
end of our target range, but satisfactory considering the 
relatively few number of options available.  

Technology is still significantly overweighted but the sector con-
tinues to rank favorably on a sort by return forecast using the 
ETF Sector Radar/GPS on the Manifest Investing home page.

Decisions

Finally.  Finally.  Persistent patience was rewarded as ADRE 
outperformed the other positions in the Hoard portfolio.

Among the current holdings, ADRE is still head and shoulders 
above the rest of the field when it comes to return forecast.  
At 19.1% of total assets, the international component is get-

Fund Analysis: Hoard vs. Herds

 Accumulate BLDRS Emerging Mkts 50
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Hoard Dashboard.  Our $117,250 invested so far is now worth 
$183,582. (3/31/2014)   Vanguard Technology (VGT) is the best-
performing active selection to date.  http://www.manifestinvesting.
com/dashboards/public/hoard-vs-herd

April 2014 Funds.  Top ETFs ranked by expected return.  
Source: Morningstar 

Results (March 31, 2014).  The average selection for the 
Hoard has outperformed the total stock market benchmark by 
+0.5% since inception.  Accuracy, the percentage of positions 
outperforming the Wilshire 5000 since selection, is now 74.0%.  

ting a little strong -- but we’re comfortable with 20-25% as a 
general target.  The outsized return forecasts among several 
of the highest-ranked ETFs in the accompanying chart con-
tinue to suggest opportunity from all around the globe.

We do find it interesting that one of the MOAT variants has 
trickled to the top of the chart -- and we’ll continue to moni-
tor for inclusion in the Hoard portfolio.  For now, let’s hope for 
continued strength in the developed countries and companies 
that are represented by ADRE.  
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Stock Screening Tool.  Click on StockSearch to discover stocks to study based on a simple, but 
powerful set of characteristics.  Results-based, seek return and/or quality among other criteria.

Clubhouse

Powerful But Simple Screening

 

by Ken Kavula

Last month we introduced a new 
feature for the monthly e-news-
letter, The Clubhouse.  We’ll be 
sharing features and tips & tricks 
... based on your feedback and 
favorite resources.

One of the advantages of being an 
older, more experienced investor 
is that I often have time to quietly 
contemplate the way things used to 
be.  A few days ago I was thinking 
about how my 25 year old investment 
club used to identify stocks for con-
sideration.  It involved paper copies of 
Value Line and a lot of patience, going 
through the issues one by one, looking 
for stocks with revenues and earn-
ings that seemed to be growing.  After 
locating a few candidates, a paper and 
pencil Stock Selection Guide had to be 
completed.  Only then could they be 
brought to the club for consideration.

Today, using one of my favorite features 
of Manifest Investing, I’m able to use a 
simple screener to quickly develop a list 
of stocks to study.  What a difference!

If you’ve never used the screener, you 
can get to it from the front page of Mani-
fest Investing by clicking on StockSearch.

What Does Your Portfolio Need?

What immediately appears is a simple-
to-use form.  I use the screener in 
many ways but one of the easiest 
screens is to check and see which 
stocks have bubbled to the top in the 
Manifest Rankings.  Each stock, as 
you know, is assigned a quality rating 
and a calculated PAR (Potential Annual 

Return) value.  Manifest Investing 
combines these values and creates 
a Manifest Ranking for each of the 
stocks followed.  By searching for the 
top one-half percent of stocks on this 
list, I come up with a quick list of can-
didates to study.  They’re not all gems.  
Some of them are quite flawed so you 
don’t use the screener to find some-
thing to immediately purchase.  Many 
on this list, however, are great ideas 
selling at a good price.

The accompanying graphic is what that 
screener looked like before I told it to 
find the companies:

Notice that I only filled in a single box 
on the screener, asking for stocks with a 
Manifest Investing rank of 99.5 or better.  

The screening results are displayed 
in the accompanying table.  Check 
out this list!  Some of the names are 
probably familiar to you as community 

favorites and fit our “Up, Straight and 
Parallel” model of consistent growth 
in revenue and profits.  Other names 
have relatively few years of history but 
what is there looks good.  There are 
also a few surprises! 

Screening Results (4/3/2014).  These study candidates all have outsized return forecasts 
and relatively high quality rankings. 

                          ... continued on page 8 ...
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Screening Results

In Search of Opportunity and Opinions
This month we take another look at a 
service we provide each week as the 
updates roll on 1/13th of the stocks 
that we cover.  In this case, we take a 
look at a group of stocks -- using the 
entire database (not limited to the up-
date batch) -- with favorable character-
istics and compare a variety of trusted 
opinions side-by-side.

Opinions & Consensus

This week’s update provided another 
stark reminder about opinions.  In the 
realm of stocks and markets, there are 
clearly going to be differences of opinion.

In this case, the companies in this 
week’s update batch (Value Line Issue 
7) have a price-to-fair value of 99% ... 
a suggestion that they’re pretty much 
fully valued and slightly attractive, 
on average.  Meanwhile, in Chicago, 
Morningstar looked at the same field of 
stocks and decides that they’re gener-
ally overheated with a P/FV = 118%.

While we’re absolutely aware about 
the potential cost of a “cheery consen-
sus,” we do like to compare opinions 
during our quest for stocks to study.  
And where there’s differences, we 
audit and analyze and try to reconcile 
and come to an understanding.

Sometimes, the rhinos are simply go-
ing to disagree.

Companies of Interest

The information technology jugger-
nauts (INFY and CTSH) continue 
to percolate to the top of our list and 
merit further study.

Reminder: Price-to-Fair Value (P/FV) is 
a value metric based on the estimates 

made by Morningstar and S&P.  Rather 
than build a return forecast (like we 
do) they attempt to identify the “fair” 
stock price that would lead to a suit-
able return.  A P/FV < 100% should 
align with our assessment that a stock 
has an elevated return potential.  

There are number of stocks that 
have been mentioned and selected at 
recent Round Tables and for Solomon 
Select.  Shop at will.

Market Expectations (3/31/2014).  The median return forecast (MIPAR) for all 
2400+ stocks followed by MANIFEST is 5.5%.  The multi-decade range for this indicator 
has been 2-20% with an average of 8-9%.

Sweet ‘16’ (April 3, 2014). Results for top-rated stocks based on (1) Manifest Investing combination rank -- return 
forecast AND quality, (2) Value Line low total return forecast and price-to-fair value (P/FV) opinions from Morningstar 
and S&P.  Stocks are attractive when P/FV < 100%, potentially speculative at P/FV < 70%. 
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Tin Cup Model Portfolio

Sell LLTC, Buy V, Accumulate MELI and URBN

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 18.5%.

Total assets are $1,201,091 (3/31/14) 
and the net asset value is $263.98. The 
model portfolio advanced 1.79% during 
March 2014. The Wilshire 5000 checked 
in at +0.01% for the month. 

Tin Cup has generated a 16.9% annual-
ized total return over the trailing five 
years vs. 20.9% for the S&P 500 for a 
trailing 5-year relative return of -4.0%.

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 10.8% 
on 3/31/2014. Quality and financial 
strength are sufficient at the current lev-
els of 93.9 (Excellent) and 90%. EPS Sta-
bility is 88 for the portfolio. Sales growth 
has retreated in recent months to 9.2%.  
The target is approximately 11%.

Tin Cup Dashboard: March 31, 2014.  Ranked by PAR (last column on the right.) Sell Linear Technology (LLTC) and Buy Visa 
(V), Urban Outfitters (URBN) and Mercadolibre (MELI).      http://www.manifestinvesting.com/dashboards/public/tin-cup

Linear Technology (LLTC): Chronicle.  Our longest tenured holding, we’ll sell 
this industry leader in a quest for more growth potential and higher return forecasts.

Performance & Decisions

March was better than February but per-
formance still lags over the intermediate 
term.  We’re still fine over the long term 
and we want to continue to persistently 
pursue “enough” growth and relatively 
high quality. 

The monthly contribution and March divi-
dends total $3413.

Linear Technology (LLTC) has been 
good to us -- but it’s on the hot seat 
and we’ll sell LLTC.  We buy Visa (V) 
and accumulate Mercadolibre (MELI) 
and Urban Outfitters (URBN).  The 
“before” characteristics were 9.2% 
average growth and 10.8% PAR.  After 
the portfolio decisions (Details avail-
able on MANIFEST Forum) the average 
growth is 9.9% and PAR = 11.6%.



The accompanying “list” (see bottom of page) presents the 
results of this screen run fairly recently.

That’s right!  Only a single company met all of these strict cri-
teria.  This one would definitely be on my short list to study.

I promise I’ll be back soon with a continuation of this topic.  
In the meantime, play with the screener.  It absolutely, posi-
tively cannot be broken and it might set you on a path to 
purchasing some wonderful stocks for your portfolio.
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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.

Perspectives: Clubhouse 
StockSearch Profile (continued)
Continued from page 5 ...

Southern Copper, a mining company, is not usually found 
on lists of high growth, high return companies.  Check it 
out!  And I’m not quite sure what Proto Labs even does; 
it’s another opportunity for further study.

The screener allows us to use it in many other creative 
ways.  You can limit the screening to certain sectors or 
industries by choice from the lists above the criteria boxes:
 
If you want to choose more than one sector or industry, 
hold down the CTRL key as you make your choices.  You 
can also limit your search to companies in the Sweet Spot 
which means they have a PAR 5-10 percentage points 
above MIPAR, the daily average return value.

I also like to screen using target values similar to the five 
simple selections in the accompanying graphic.

1. A minimum return forecast that is 5 percentage points high-
er than the average return forecast for the general market.

2. A quality ranking of 80 means that I’m shopping among 
the top 20% of all companies.

3. A financial strength rating of 80 is comparable to an “A” 
at Value Line.  We’ll be dealing with strong balance sheets. 

4. A minimum sales growth forecast of 11% means that 
we’ll be shopping among the smaller (in general) and 
faster-growing companies.  Note: Many practitioners target 
11% as the average sales growth forecast target for their 
overall portfolios.

5. A minimum EPS Stability of 80 means that we’ll be deal-
ing with consistent companies who have historically deliv-
ered and are expected to deliver steady profitability. 

Ken Kavula is a retired educator and suc-
cessful long-term investor. Ken has served 
in a number of leadership positions for the 
National Association of Investors and is 
active in four investment clubs.  Welcome 
to the Clubhouse.  Subscribers are invited 
to share their favorite experiences, suggest 
best practices and most importantly, let us 
know “What’s on your mind?”  What topics 

and questions do you have? We all get better when we do this 
together.  Email Ken at kkavula1@comcast.net


