
Thomas O’Hara, Chairman and co-founder of the National Association of Invest-
tors Corp. (NAIC) visited our club at our Friday, 18-September-1998, meeting. 
This recap was originally shared in an attempt to spread some sage wisdom of 
over sixty years following modern investment club principles!  

As he almost always did, it seemed every question we posed was drawn back to 
the “four management tests” for any company.

(1) Has the company shown the capability to consistently grow sales?

(2) Has the company controlled costs and accessed opportunities... also demon-
strating a capability to consistently grow earnings?

(3) How do their profit margins look? What is the trend? How do the profit mar-
gins compare to their competitors? What might we expect going forward?

(4) How efficient are their investments? What is their ROE? What is the trend? 
What does this suggest about their decision-making ability?

Mr. O’Hara suggested that it’s very difficult to “go wrong” when you find a com-
pany with strength in these areas. The four management tests establish the 
long-term value of the company. The rest of the stock study process provides 
guidance about the current value (at current stock prices.) Tom commented that 
this is where most mistakes are made, “paying too much for a good company.”  
Even so, buying quality management at ‘elevated prices’ still probably keeps 
investors out of trouble. Granted, their gains will be compromised by buying at 
high levels... but they won’t be ‘harmed’ over the long term.”

AFLAC (AFL) has long been a club favorite and the long-term management tests 
are worth a look.  (The relative return since 9/18/1998 is +4.0%)

MMM (MMM) is an example of a company that is continuously reinventing and 
improving itself. Their commitment to management excellence and the product 
cycle evolution over the years is a marvel to watch.  (Relative return = +5.0%)

Watch for “migration of leaders.” Allied Signal (now Honeywell) is a current day 
example of a company that was stuck in the mud for a couple of years. New 
management (Larry Bossidy) arrived and the outlook has improved consider-
ably. It’s a different company with a new vision.  The Mutual Club of Detroit 
once had an investment in a company with a wonderful leader. The management 
tests were “all that you would hope for.” Their gains were a three or four “bag-
ger” under his leadership. He was recruited by another company. They sold their 
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As Good As It Gets
You make us want to be a better ... Resource.  Yes, that is inspired by Jack Nicholson (to Helen 
Hunt) and is from the movie “As Good As It Gets.” Ken Kavula and I have visited a few invest-
ment clubs recently and we’re reliably reminded how formidable these partnerships of discov-
ery, exploration, study and collective results can be.  In this issue, we give a sneak preview of a 
few works in progress -- including some thumbnails for the equity analysis pages, an effort that 
will lead to further alert capabilities, embedded study functions and portfolio management en-
hancements.  For now, we spend some time with the foundations and throw it back to a report 
from another investment club visit from 1998.  He was chairman for more than 50 years and he 
spent Friday night in Chicago with our club.  Sharing.

$20/Month ... EVERY SINGLE MONTH ... 
Since 1948 

I may have been skeptical about investment 
clubs when I joined the staff of Better Invest-
ing back in the 1990s.  That ended when I 
was invited to become a partner in the Mutual 
Club of Detroit.  Mr. O’Hara was a charter 
member and had INVESTED REGULARLY, $20 
each month, NEVER missing a month since 
1948.  The Mutual Club (1941-2001) gener-
ated a 13% annualized return, beating the 
market over six decades by 2-3 percentage 
points per year.  Tom’s total investment was 
less than $15,000 but he had a 7-figure bal-
ance in the club.  He was not alone.
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shares. Their gains were a 3-4 bagger 
at the new company. He was recruited 
by another company. They sold again. 
Their gains were another 3-4 bagger 
at the third company. That leader was 
Larry Bossidy. “And now, you know 
the Rest of the Story.”  The message 
is obvious and quite clear:

“Look for Leadership and let it work 
for you.”  (Relative return = +1.9%)

The club discussed 
Wolverine World 
Wide (WWW). Tom 
pointed out that 
WWW was the 
Growth Company of 
the Year back in the 
1950s or 1960s

when they had literally figured out 
how “to better skin a pig.” The result 
was low cost producer status and an 
investment that excelled for many 
years. Our study suggested that 
“something” had changed at WWW 
back in 1991-1993? Tom suggested 
that we look for a change in manage-
ment.  (Relative return = +7.2%. Yes, 
Virginia, even Hush Puppies can be sexy 
when it comes to long-term returns.)

One of the things that we probably 
need to spend more time with is a 
FOCUS on the source of growth within 
a company. Is it external (M&A) or 
organic? New and better ideas, or 
improvements in efficiency? 

Fad or Trend Investing? This is a dan-
gerous area. Think of the “can’t miss” 
stuff that fades so quickly from our 
radar screens. Tom did suggest that 
it’s OK to identify powerful trends and 
to look for “diversified opportunities 
to take advantage.” His example was 
the television industry in the 1950s. 
It was clearly here to stay. The Mutual 
Club avoided the flash in the pan op-
portunities and instead invested in 
Corning Glass (GLW). Their rationale? 
All TVs, regardless of manufacturer, 
needed a picture tube. The competi-
tors “killed each other” but Corning 
just plodded along... providing glass 
picture tubes to all of them.

Can companies get too big? Certainly. 
The thing to watch for is the natural 
decline in growth rate. Some companies 

like McDonald’s and Wal-Mart will defy 
the odds and continue this well beyond 
what most people would believe is pos-
sible. The Mutual Club held both com-
panies and sold them (piece by piece) 
in recent years and growth slowed to 
natural levels for large companies.

Almost every question was answered 
with a return to the basics and the 
four tests of management.  Tom ex-
pressed some concern over the “bells 
and whistles” developing with the 
computerized versions of our tools. As 
a case in point, he suggested that he 
has great difficulty with the usefulness 
of Relative Value: the comparison of 
current P/E ratios to a historical aver-
age.  He believes that it’s far more 
important to think about actual P/E 
levels... growth rates... and perhaps, 
P/E expectations in the future. Current 
Relative Value can lead to mistakes. 
(It has diminished usefulness with 
cyclicals and rapid growth companies.) 
Tom believes that we have to be care-
ful when discussing these “extrapola-
tions” of the time-honored tools. More 
discussion would be necessary on 
what the numbers mean and how they 
should be interpreted, and frankly, 
he’s not sure that the result would be 
worth the effort.

Performance Results: Club Favorites (1998-Present).  We hope the relative returns 
(since September 1998) of the stocks mentioned during the club visit are not lost on investors.  
The average relative return of the stocks discussed was +4.5%.  On an absolute annualized 
total return basis, some of the largest positions in the Mutual Club of Detroit portfolio (all of the 
Chicago stocks were in the club portfolio) display an above-average tendency to outperform 
the Wilshire 5000 (VTSMX) at 6.9%.   The average return from this group of stocks is 10.9% 
since 1998.

Further, he suggested caution with 
PERT (a version of portfolio manage-
ment tools) and PTP. It can lead to 
elevated turnover and mistakes. Their 
experience has been that mistakes 
have been avoided by NOT selling 
some of their holdings with study-
based “Sell” recommendations based 
on P/E ratios. So long as the growth 
rates were satisfactory, they’ve been 
inclined to hold these stocks despite 
their seeming over valuations. Time 
and time again this has proven to be 
the correct course.

The message was clear. A lifetime of 
club-based investing can produce 
dramatic rewards. In fact, with a wink 
of his eye, he pointed out that as little 
as ten years can be awesome... if 
you’re in position to benefit. He feels 
that he was “in place” in 1982 because 
of their long term outlook... and the 
next ten years were amazing. Stick to 
the basics, understand the four tests 
of management... and you’ll have 
more smiles than frowns in your 
investing future.

It’s Better Investing. Period.



 Solomon Select

 T. Rowe Price (TROW)
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Some of the best opportunities reside 
in technology and the financial sector 
according to the current ETF sector ra-
dar (see home page).  At 4.8% of total 
assets for the Solomon Select  tracking 
portfolio, a good financial idea seems 
prudent.  During the June Round 
Table, Cy Lynch selected T. Rowe Price 
(TROW) -- a long-time community fa-
vorite.  We’ll do the same here. 

It’s also something of a tribute to T. 
Rowe Price, the investor.  Price is known 
as one of the pioneer growth investors 
alongside the likes of David L. Babson.  
He published a number of articles and 
books on growth investing that we’ve 
shared over the years.  T. Rowe Price, 
the company, is an asset manager.  The 
accompanying graphic is a little different 
than the traditional industrial income 
statement because TROW is based on 
assets under management (AUM) ... lit-
erally accumulating a mountain of cash 
and then generating a return (ROE).

T. Rowe Price (TROW): Business Model Analysis.  This image is a prototype, a work-in-progress, as we explore enhancements to the company reports (eq-
uity analysis) pages.  On the left, the consensus expectations of the analysts are aligned with study inputs for growth, profitability and valuation to support compari-
sons, sensitivity analyses and reconciliation of potential variances.  The thumbnails on the right provide historical evidence and trends.

Growth, Profitability, Valuation

The analyst consensus book value 
growth forecast is 11-12% with Value 
Line checking in at 10.5%.

Based on the historical trends, it’s feasi-
ble to envision a 22% return on equity.  
The 3-5 year forecast by Value Line is 
24%.  We’re comfortable sticking closer 
to the historical ranges closer to 22%.

The historical P/E has ranged fairly close 
to 20x ... at least upper teens, and it’s 
here that Value Line departs from the 
pack with their 14.5x expectation.  This 
could easily materialize but this is less 
likely if the ROE trend maintains or 
actually delivers on the Value Line fore-
cast of 24%.  Under these conditions, 
the 14.5x seems overly conservative.  
Morningstar and S&P both have higher 
expectations based on their fair value 
estimates.  

At the time of selection (7/10/2014), 
the average projected annual return 
for TROW is 14-15%.  

The quality RANKING for TROW is 99 
with a financial strength composite 
that would be equivalent to A+-to-
A++.  The earnings stability is top 
shelf (98) as represented by the EPS 
straight line characteristics in the busi-
ness model analysis.

The $19.17 for book value in the audit 
fields is based on the trailing 4 quar-
ters. (Source: finance.yahoo.com) The 
MANIFEST current book value estimate 
($19.83) is based on an interpolation of 
the 2013 actual book value and the es-
timate for year-end 2014.  (We like that 
one better.)  But even using the more 
conservative book value with allowanc-
es for slightly higher projected average 
P/E ratios delivers a core holding a with 
sufficient and bolstering return fore-
cast.  Invest with confidence.



by Mark Robertson

The Hoard’s relative return since its inception (January 
2009) is +1.2%.  Our goal to beat the market by at least 
three percentage points.  The absolute rate of return is 
16.8% versus 15.6% for the Herd (total stock market) dur-
ing the same period.  Overall accuracy (the percentage of 
picks outperforming the market) is 79.2%.

Reviewing Current Holdings

The Hoard Portfolio meets all of our targets for key design 
characteristics except for projected sales growth. Overall 
PAR (8.7%) is 2.9 percentage points above current MIPAR 
(5.8%), slightly less than our goal of MIPAR+3 percentage 
points. Overall quality is “Good” at 78. Financial strength is 
solid at 79% (A).

The average sales growth forecast of 9.8% is at the low 
end of our target range, but satisfactory considering the 
relatively few number of options available.  

Decisions

The accompanying ETF Manifest for July 2014 suggests that 
some of the global and international funds finally found some 
upside.  We’re thrilled that ADRE participated in this surge.  

The ETF Manifest still suggests that an emphasis on interna-
tional opportunities is worthy and take note that a BRIC 40 
(Brazil, Russia, India, China) exchange-traded fund made its 
inaugural appearance on the list at #6.  We think this listing 
could prove to be a useful market barometer going forward.  
For example, the outlook for energy-related funds still rank 

Fund Analysis: Hoard vs. Herds

 Accumulate Fidelity Select IT (FBSOX)
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Hoard Dashboard.  Our $123,000 invested so far is now worth 
$203,587. (7/10/2014)   Vanguard Technology (VGT) is the best-
performing active selection to date.  http://www.manifestinvesting.
com/dashboards/public/hoard-vs-herd

July 2014 Funds.  Top ETFs ranked by expected return.  
Source: Morningstar, Manifest Investing 

Results (July 10, 2014).  The average selection for the Hoard 
has outperformed the total stock market benchmark by +1.2% 
since inception.  Accuracy, the percentage of positions outper-
forming the Wilshire 5000 since selection, is now 79.2%.  

near the top of the list.  The advance of the bank & brokers 
ETF provides some affirmation for a trend we’re monitoring 
and provides more justification for our selection of T. Rowe 
Price (TROW) over the past month.

For July, we’ll accumulate a little more Fidelity Select IT 
Services (FBSOX) with the monthly contribution.  It’s a small 
nudge but a small bolstering of BOTH the overall growth 
characteristic and the return forecast.  MOAT continues to be 
intriguing and we’ll be watching for opportunity along with con-
tinuing to hunt for a solid actively-managed mutual fund.
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Clubhouse

Drilling Into The Numbers, Forecasts
by Ken Kavula

The Clubhouse is for sharing 
features and tips & tricks ... 
based on your feedback and 
favorite resources.

Last month I began a discussion on the information displayed when 
you clicked on the Stocks tab and then called up a specific company.  

This month, we’ll take a closer look at a breakdown of the numbers 
that make up the return forecast or PAR (projected annual return) 
calculation as well as the Quality Rating.

Let’s explore the Projected Annual Return (PAR) and how it’s cal-
culated at Manifest Investing.  I want to start by emphasizing the 
forward-looking nature of the projections used in the PAR calcula-
tion.  Manifest Investing looks at eight years of historical data for 
sales and earnings per share.  It also includes two years of future 
projections in deciding the long term trends.  The goal is always 
to predict five years into the future and come up with reasonable 
values for the components that are used to calculate PAR.

It starts with sales growth.  We firmly believe that earnings will fol-
low sales and that the stock price, over time, will follow earnings.  
Once a growth number for sales has been established,  we need to 
subtract expenses, including taxes, from the revenues.  We do this 
by estimating the net profit margin, and dollar value.  Net profit is 
the amount of money left after a company subtracts expenses and 
taxes.  Let’s say that net profit is 17%.  That means that 83% of 
the money from sales (the revenues) has been paid out.

Once we figure how much of the money from sales has been re-
tained we need to estimate the number of shares of stock that will 
exist five years from now.  Dividing the income in five years by the 
number of shares at that same time will give us an EPS value in 
five years. 
 
It’s a fact that a P/E value multiplied by an earnings value will give 
you a price.  If I estimate an average P/E value in five years and 
multiply it by the projected EPS number, I will get a five-year-from-
now price.  I can then use some arithmetic to calculate the growth 
per year from the current price to the estimated price in five years.  
That growth value is referred to as PAR.

Here’s a greatly simplified set of values:

Revenue $1,000,000 - FROM COMPANY DATA

Sales growth 11.5% per year - ESTIMATED USING BUSINESS 
MODEL AND TREND ANALYSIS

Sales five years from now $1,723,353 (Sales grow each year by 
11.5%) - CALCULATED

Net Profit = 17% (The company will spend 83% of its revenue on 
expenses and taxes.) - ESTIMATED USING INPUT FROM ANALYST 
COMMUNITY AND TREND ANALYSIS

Net Profit Forecast  $292,970 - CALCULATED ($1,723,353)x(0.17)

Number of shares five years from now 1,278,326 - ESTIMATED US-
ING INPUT FROM ANALYST COMMUNITY 

EPS in Five Years $0.23 - CALCULATED ($292,970/1278326)

Estimated P/E in five years 22.0x - ESTIMATED USING INPUT 
FROM ANALYST COMMUNITY AND TREND ANALYSIS

P/E multiplied by EPS to get estimated price in five years  
(FV) $5.06 - CALCULATED  ($0.23)x(22.0)

Current price (PV) $2.78 - FROM COMPANY DATA

Price Appreciation (annual percentage needed for a price increase  
from $2.78 to $5.06 with number of years, our forecast horizon,  
n=5) 12.7% - CALCULATED  

If there is no dividend, then you have finished the PAR calculation.  
If there is a dividend yield, that value (estimated using input from 
analyst community) is added at this point.

If you’re having problems with the calculation, pull out your calcu-
lator and check the numbers, step by step, or ignore the arithmetic 
and focus on the various estimates that are used in calculating 
PAR.  It’s an easy, elegant way of deriving a value we can then 
compare, company to company, when deciding which stocks to buy 
or to sell.

Maximus (MMS): Return Forecast.  The long-term return forecast 
(PAR) for MMS is 16.2% based on a growth expectation of 15.7%, a 
net margin forecast of 7.8% and a projected average P/E of 20x.  The 
15.5% appreciation per year is combined with a projected dividend 
yield of 0.7% to produce a 16.2% return forecast per year.

                          ... continued on page 9 ...
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Screening Results

Finding Fundamentals First
Although the overall return forecast 
levels (MIPAR and VLLTR) have slightly 
rebounded from historical lows, we con-
tinue to believe that shopping for the 
highest quality stocks with outsized re-
turn forecasts is prudent.  This month’s 
screen shares some candidates and 
uses our weekly batch process format 
to share research opinions side by side. 

Quality & Return Emphasis

They both matter.  So we start by rank-
ing the top study candidates (from the 
overall population of 2400 companies) 
using the MANIFEST Rank -- a scored 
combination and percentile ranking of 
both return forecast (PAR) and quality 
ranking.  The top percentile is shared 
here.

There are essentially two ways to get a 
relatively high return forecast.  It can 
originate from a strengthening of fun-
damentals that justifies a higher stock 
price.  Or it can come from a price swoon 
(with fundamentals relatively constant) 
that drives up the return forecast.  

Sometimes it’s case of the lug nuts com-
ing loose and we monitor for degradation 
of quality or sentiment that is eroding 
for some reason.  (The reason doesn’t 
have to be accurate.)  One of the herd 
indicators is the price pressure indicator, 
courtesy of www.stockcharts.com and 

their point-and-figure (PnF) price objec-
tive.  General experience is that the price 
objective will often resemble either resis-
tance or support levels -- so it’s probably 
worth noting.  In other words, Coach 
(COH) has been steadily falling in price.  
S&P still thinks Coach is overvalued.  But 
the rhino herd largely believes that the 
fall isn’t complete, at least not yet.  And 
yes, we join with the skeptics who would 
suggest that these price levels are often 
self-fulfilling prophecies.  

Our take?  From a long term perspective, 
it probably doesn’t matter.  We merely 

flag them, choosing to either ignore the 
nominees with the largest negative price 
objectives or to attempt to figure out 
precisely what is the “disturbance in the 
force.”  On the flip side, the companies 
with higher positive price pressure just 
might be swimming with the current, 
with more perceived upside ... at least in 
the shorter term.
 
The opinion profile can also be a 
clarion.  S&P has a different outlook 
on SeaDrill (SDRL) and Value Line 
has a lower P/E forecast on T. Rowe 
Price (TROW) in comparison.

Market Expectations (6/30/2014).  The median return forecast (MIPAR) for all 
2400+ stocks followed by MANIFEST is 5.8%.  The multi-decade range for this indicator 
has been 2-20% with an average of 8-9%.  Continue to emphasize high-quality.

Sweet ‘16’ (July 3, 2014). Screening results based on the combination rating percentile ranking (MANIFEST Rank) of 
return forecast (PAR) and quality rank.  Price Pressure: Current price vs. Point-and-Figure price objective. (Source: 
Stockcharts.com)  P/FV: Price-to-Fair Value Ratio.  * - Not covered by Value Line Standard Edition.
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Tin Cup Model Portfolio

Accumulate Gentex (GNTX)

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 18.3%.

Total assets are $1,216,828 (6/30/14) 
and the net asset value is $265.75. The 
model portfolio gained 1.78% during 
June 2014. The Wilshire 5000 checked 
in at +2.15% for the month. 

Tin Cup has generated a 11.7% annual-
ized total return over the trailing five 
years vs. 18.6% for the S&P 500 for a 
trailing 5-year relative return of -6.9%.

Portfolio Characteristics

With MIPAR at 5.8%, our target for the 
minimum overall portfolio PAR is at least 
10.8%. The overall portfolio PAR is 11.3% 
on 6/30/2014. Quality and financial 
strength are sufficient at the current lev-
els of 91.2 (Excellent) and 89%. EPS Sta-
bility is 78 for the portfolio. Sales growth 
has been restored to 9.3%.  The target is 
approximately 11%.

Tin Cup Dashboard: June 30, 2014.  Ranked by PAR (last column on the right.) Accumulate Gentex (GNTX). 
http://www.manifestinvesting.com/dashboards/public/tin-cup

Gentex (GNTX): Chronicle.  Gentex may have been a better buy back at the 
PAR peak (rhino horn) during July 2012 when the stock price had dipped to the low 
teens.  But as shown here, the return forecast (PAR) is pretty close to multi-year highs.  
Combining this with a double digit sales growth forecast lends itself to accumulation of 
another 160 shares of GNTX for the Tin Cup demonstration portfolio.

Performance & Decisions

Although it feels good to gain 2% during 
any given month -- and make no mistake, 
we’re happy about the June performance 
-- we’re not satisfied with the 5-year 
performance.  We’ll continue to hope that 
higher growth candidates to buy and ac-
cumulate will present themselves.  Nudg-
ing the overall sales growth forecast is an 
appropriate aspiration.

The monthly contribution and June 
dividends will be directed to Gentex 
(GNTX).  Urban Outfitters (URBN) 
and Qualcomm (QCOM) were higher 
in the pecking order -- but the 9% of 
total assets positions in both can be 
regarded as “full.”

Gentex was selected by Ken Kavula 
during our live Round Table at the 
NAIC convention.  Viva visibility!



Strongest Performers

The three top performers in the MANIFEST 40 since 
inception — based on annualized relative return — are 
PRAA (+36.6%), Buffalo Wild Wings (+30.0%) and CTSH 
(+28.7%). There are no new additions this quarter.
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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.

MANIFEST 40 (June 2014). 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 rela-
tive return of +22.9% (annualized) over the trailing 4.8 years 
despite the swoon of 2013. Figures in parentheses are the rank-
ing back in March 2014. 

MANIFEST 40 Update (June 2014) 
The Stocks You Follow

Our MANIFEST 40 is a celebra-
tion of collective excellence in 
stock selection, strategy and 
disciplined patience. 8 3/4 years. 
We’ve continuously monitored 

the 40 most-widely followed stocks by our community of 
subscribers at Manifest Investing for that long. 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 managed “tracking portfolio” of your collec-
tive favorites has outperformed the Wilshire 5000 by +2.8% 
(relative rate of return, percentage points). The aggregate 
absolute return has been 9.0% during a period when the an-
nualized total return for the general stock market has been 
6.2%. With 8.75 years in the can, the average holding period 
is 5.7 years.

“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.”

Chargers

Cognizant Technology (CTSH) has achieved an annual-
ized relative return of +28.7% since it was added dur-
ing December 2008. CTSH continues to climb from #3 
to #2, trading places with Bio-Reference Labs (BRLI). 
Another community favorite and top performance is 
Portfolio Recovery (PRAA) moving from #23 to #19 
while generating a top shelf relative return of +36.6% 
(ann.) since March 2012.

Other companies making strong showings include re-
cent Round Table selection C.H. Robinson (CHRW) and 
Qualcomm (QCOM) continues to trigger interest.

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



Continued from page 5 ...

Maximus (MMS): Quality Determination.  Based on the 
teachings of Benjamin Graham (and David Dodd) and George 
Nicholson, quality is scored by monitoring relevant comparisons in 
four tangible characteristics.
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Ken Kavula is a retired educator and suc-
cessful long-term investor. Ken has served in 
a number of leadership positions for the Na-
tional Association of Investors and is active in 
four investment clubs.  Welcome to the Club-
house.  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

Quality: Excellence Measured 

Notice that Quality is comprised of four measures:

1. Financial Strength -  How strong is the balance sheet?  How 
much debt does the company carry?  What’s the cash flow?  Etc.  
The 84 you see on this example means that the financial strength 
for this company is at the 84th percentile.  This percentile gives the 
company 21 out of 25 points.

2. EPS Stability - How consistent has the growth in earnings been 
in the past?  The 90 displayed for this company places it at the 
90th percentile for this measure and this percentile equates to 22.5 
quality points.

3. Relative Sales Growth Rate - How does the sales growth of the 
company compare to its industry group?  The 6.9% shown on the 
grid is the industry sales growth number.  Our example has a sales 
growth of 15.7% (line two on the Expected Income Statement).  
As you might imagine, such robust sales growth compared to the 
industry gives this company 25 quality points, the maximum it can 
have in any one area.

4. Relative Profitability - How does the net profit margin of the 
company compare to its industry group?  The 9.0% on the grid 
is the industry average net profit margin.  Checking the Expected 
Income Statement, you can see that the example has an estimated 
Net Profit Margin of 7.8%.  This value is less than the industry 
average and the example is awarded fewer than the 12.5 points it 
would have garnered if it matched the industry average.

The raw quality score is a sum of the four values.  An average com-
pany would get 12.5 points in each category for a total raw quality 
score of 50.  

The raw score is then ranked by percentile.  This is the value 
displayed next to the name of the company at the top of the page. 

Clubhouse

Drilling Into The Numbers (Continued)

Notice in the screen shot that the company has a raw score of 79.3 
which places it in the 94th percentile.  That means that 93% of the 
companies in the Manifest Investing database have a lower Quality 
Rating than this company.

That’s a lot of numbers for one column!  I hope that you will take 
the time to think through the process of setting a PAR and calculat-
ing the quality.  While I always advise folks to leave the calcula-
tions up to Manifest Investing, I think each of you should develop a 
general understanding of what the numbers stand for and how they 
fit together.

Quality Display.  It is still a work in progress, but this version is 
a proposed method of displaying and making the quality scoring 
and determination a little easier to understand on the company 
equity analysis pages.  


