
“It’s about creating strength in numbers ... finding common ground ... 
and supporting each other.” -- Jane Kim.

by Mark Robertson

It’s something of the end of an era.

The announcement of the merger between Bio-Reference Labs (BRLI) and Opko 
Health (OPK) is something of mixed blessing for a number of investors.  Yes, 
the 30-40% sudden surge in the stock price of BRLI is welcome.  But the widely 
expected overall condition of the newly formed combination is suspect.  Many 
BRLI shareholders are justifiably skeptical and will tender their shares, captur-
ing a fairly decent return over these last few years.

And a new hunt begins.

We doubt that Opko Health will remain among the MANIFEST 40 when the dust 
settles.  Make no mistake.  We will miss Bio-Reference Labs.  From discovery 
(see Solomon Select, December 2010) to the events of the last month, we’ve 
collectively watched and supported fellow investors during assaults by short 
sellers and their gloom and doom attacks on BRLI.  The Forum folders have 
a multitude of posts on the company -- including some personal face-to-face 
highlights of interviews with CEO Mark Grodman delivered by one of our sub-
scribers while attending a few annual meetings.  Thanks, Nick DiVirglio!
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Strength In Numbers
In a couple of months, we’ll be celebrating the tenth anniversary of the MANIFEST 40, the 
tracking portfolio formed by monitoring the most widely watched stocks on your collective 
dashboards.  The quarterly update (ended 6/30/2015) continues the relatively strong per-
formance of this collective as the tracking portfolio checks in with an internal rate of return 
of 9.9% versus 6.4% for matching investments in the Wilshire 5000.  In short a relative 
reutn of +3.5% -- a topic covered by Ken Kavula in this month’s Clubhouse feature.  The per-
formance of this month’s Solomon Select feature, Apple (AAPL) has been a mighty contribu-
tor to the overall performance, even as the company joined the party already in progress.

Bio-Reference Labs (BRLI). This relatively 
obscure real life CSI story has been a fairly 
dramatic example of discovery, diligence and 
stewardship over the last several years.  Likely 
uncovered during our annual forensic review 
of the Forbes Best Small Companies, Bio-
Reference Labs has been something of a roller 
coaster (when it comes to stock price) and a 
rock (when it comes to fundamentals.) The 
assaults by short sellers are legend and the 
common ground shoulder-to-shoulder support 
offered by our community of investors is even 
more legendary.  So we celebrate ... and shop.

                          ... continued on page 2 ...



2  -  Expected Returns  -  July 2015

A Place Where Ideas Are Born

Apple (AAPL) continues at the top of 
the leader board, a position the com-
pany has held for several months. 
AAPL first appeared on this listing on 
9/24/2009 and proceeded to ascend 
to the summit. Johnson & Johnson 
(JNJ) and AFLAC (AFL) traded places 
at #5 and #6.  Fastenal (FAST) 
jumped from #9 to #7 and Bio-Ref-
erence Labs has started the virtually 
certain migration off the chart.

It bears repeating.  In addition to 
Bio-Reference Labs, both Apple and 
Cognizant Technology (CTSH) were 
not among the charter members of 
this manifest.  Both AAPL and CTSH 
were added about 4-5 years after in-
ception as subscribers featured both 
companies on dashboards during a 
period of continued strong quality 
that was accompanied by attractive 
prices for a fairly extended period.

Performance Results

The strong historical performance per-
sists. The average annualized RELATIVE 
return for the current tracking portfolio 
is +3.5%. (The rate of return for the 
tracking portfolio since inception is 
9.9% over 9.75 years.)

The accuracy rating (% of outperform-
ing entries) of the current selections is 
64%.

The figures in parentheses are the 
position of the company during the 
March 2015 listing of the MANIFEST 
40. For example, T. Rowe Price (TROW) 
advanced from #40 to #37 over the 
last three months.

Chargers and Newcomers

Bio-Reference Labs was a newcomer, 
first reaching the list back in Decem-
ber 2010.  The company also ranked 
as a “charger” typified by a company 
making the strongest advances up 
the ranking on a quarter-to-quarter 
basis. This may be indicative of strong 
fundamentals (combined with attractive 
prices and return forecasts) and prob-
ably warrants further study.

Gilead Sciences (GILD) rejoins the 

MANIFEST 40 at #36.  GILD is worthy of 
careful study by investors.  

While not a typical surge demonstrated 
by a charger, Fastenal did move from 
#9 to #7 -- solidifying its position 
among our favorites.  As mentioned, 
T. Rowe Price (TROW) did make an 
advance from the bottom of the list and 
continues to deliver strong performance.

MANIFEST 40 Most Widely-Followed Stocks (6/30/2015).  Current leader Apple (AAPL) 
was added to the list on 9/24/2009 and has generated a relative return of +26.2% (annual-
ized) since then.  Figures in parentheses are the ranking from March 2015.

It’s a high quality list and can be used 
for “shopping” via:

https://www.manifestinvesting.com/
dashboards/public/manifest-40

What stock will we be celebrating five 
years from now that isn’t currently on 
the list?  Place your bets.  Share your 
ideas.  Uncommon ground.



 Solomon Select

 Apple (AAPL)
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Our previous Solomon Select fea-
tures of Apple (AAPL) met with 
considerable skepticism -- more than 
usual.   Yes, it was clear that the 
growth surge would abate.  Yes, it 
is clear that Apple is vulnerable to 
some king-sized speed bumps from 
time-to-time looking back at history.

We selected Apple back in May 2013 for 
Solomon Select.  Apple has gained 40.2% 
annualized since then for a relative return 
of +28% for that decision.  We note that 
Apple has been featured on numerous 
occasions during our monthly Round Table 
webcasts with all of the “lots” delivering 
exceptional relative returns so far.  Apple 
is also #1 in the MANIFEST 40 but it 
wasn’t a charter member nearly ten years 
ago.  Apple joined our list of community 
favorites during September 2009 and has 
generated an annualized relative return of 
+26% since then.  

With return forecasts near historical lows 
while collective growth and profitability 
characteristics are lagging and sluggish, 
we’ll select from among the highest qual-
ity companies and an Apple a day fits that 
bill at the current time with a top shelf 
quality ranking and a low double digit 
return forecast.

Apple (AAPL): Business Model Analysis.  Apple is the most widely-followed stock at Manifest Investing for a reason.  The powerful surge in business from 
2009-2012 has given way to a steady and mature 10% growth rate and leadership (20-25%) net margins.  P/E expectations are muted compared to other opportuni-
ties and the net result is an exceptional quality company with a return forecast of 12-14%. 

Growth, Profitability, Valuation

The 3-year growth rate (2012-2015) is 
13.8% and that’s likely to continue to “ma-
ture” to something closer to 10%.  Value Line 
is using 13.5% for their 3-5 year forecast.

The trailing 5-years have delivered an 
average net margin of 23.1% and this is 
likely to plateau somewhere in that range.  

Value Line is using 13x for the 3-5 year 
projection. The analyst consensus is closer 

to 14x. When looking at two candidates with 
12-14% return forecasts where one has a 
projected average P/E of 25x and one is 13-
14% -- the bar is clearly lower to achieve 
for the lower target, in this case, Apple.

We also know that Apple is vulnerable to 
speed bumps.  If you have a sizeable po-
sition in AAPL, you might want to review 
our trailing stop crystal ball concerning 
Apple at: Apple Sauce & Speed Bumps -- 
http://expectingalpha.com/2013/01/24/
apple-sauce-speed-bumps-aapl/



by Mark Robertson

The Hoard’s relative return since its 
inception (January 2009) is 0.0%.  Our 
goal to beat the market by at least 
three percentage points.  The absolute 
rate of return is 13.0% versus 13.0% 
for the Herd (total stock market) dur-
ing the same period.  

Reviewing Current Holdings

The Hoard Portfolio now falls a little 
short on the return forecast objec-
tive.  The overall projected annual 
return (PAR) is 8.9% versus a median 
PAR (MIPAR) for our stock universe of 
7.5%.  Our goal is MIPAR + 3%.

Overall quality has dipped slightly 
below “Excellent” at 78.7.  We’d really 
like to maintain this greater than 80. 
Financial strength is solid at 82% (A).

The average sales growth forecast of 
9.5% is still a little low and remains at 
the low end of our target range.  

Fund Analysis: Hoard vs. Herds

 Accumulate BLDRs Emerging Mkts (ADRE)
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Hoard Dashboard.  Our $146,500 invested so far is now worth $230,098. (7/24/2015)   Vanguard Technology (VGT) is the best-per-
forming active selection to date.  http://www.manifestinvesting.com/dashboards/public/hoard-vs-herd

July 2015 Fund Manifest.  We’ll be 
doing some maintenance on the global 
funds and hunting for solid candidates.  

Decisions

Last month’s selection, Fidelity OTC 
(FOCPX) had a pretty phenomenal 
month considering the headwinds -- 
delivering a 4% gain while the overall 
market swooned nearly negative 2%.

Overall, the emerging growth ETF 
component (ADRE) was hammered, 
losing approximately 4% over the last 
few weeks.  Emerging growth is one of 
the best options according to GMO and 
Jeremy Grantham’s latest market fore-
cast forensics -- so we’ll accumulate a 
little more ADRE and remind ourselves 
that the world is flat ... and we’re in 
this for the long haul.  Better days 
ahead, perhaps sooner now that the 
Greek theater has calmed down a bit.

The hunt for an actively-managed 
superior fund continues to be quite 
frustrating.  With some real money 
funds to commit, it’d be nice to un-
earth a high-quality growth with a 
positive relative return design.  But 
they continue to be few and far be-
tween.  Some of the more promising 
candidates are playing asset allocation 

and trying some market timing with 
cash stashes of 15-20%.  Time will tell 
if they’re successful but we’d rather 
discover a higher growth collection of 
some promising companies to invest 
for a long term horizon.  For now, the 
hunt continues ...  we’ll be scanning 
names like Napier & Manning, Long-
leaf, Bridgeway and a few others...
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Clubhouse

Measuring Performance Results

by Ken Kavula

The Clubhouse is for sharing features 
and tips & tricks ... based on your 
feedback and favorite resources. It’s 
also about tackling your questions 
and topics of interest. 

When we talk about long-term 
returns, Manifest Investing likes 
to speak in terms of relative 
return.  In its simplest form, 
relative return is a measure of 
how much a particular stock has 
appreciated when compared to a 
chosen benchmark.  Usually this 
benchmark is a mutual fund that 
mimics a widely followed stock 
index like the S&P 500 (VFINX) or 
a fund that tracks the entire stock 
market (VTSMX).
  
The calculation for a single stock 
purchased on a particular day is 
pretty straight-forward.  Let’s say 
you bought 50 shares of Apple 
stock representing an invest-
ment of $5,391.50.  Choose your 
benchmark and find out how 
many shares of this fund you 
could buy for the exact same 
amount of money on the same 
day you bought the Apple stock.  
To keep it simple, use end-of-day 
prices.  Now, fast-forward to to-
day’s date and find out how much 
your Apple stock is worth and 
how much your holding in the 
benchmark fund is worth. 

If you have a business back-
ground or a good working knowl-
edge of Excel, you can quickly 
convert the dollar amounts to 
growth percentages.  If not, use 
a compound growth calculator 
which can be found on the in-

ternet.  I’m showing one from 
moneychimp.com in the accom-
panying figure.
 
All you need to do is fill in the 
dollar amounts for Apple along 
with how many years you’ve 
held it.  Remember, present 
would represent the original 
value and future would repre-
sent the value today.  If it’s not 
an even number of years, use a 
fraction like 270/365 (days) or 
15/12 (months) to approximate 
the time.  Hit calculate and jot 
down the answer.  Do the same 
for your benchmark, using the 
original dollar value as the origi-
nal value and the current dollar 
value as the future value.  Keep 
the time interval the same as you 
used for the Apple stock, hit cal-
culate and jot down the value.

You now need to compare the 
two values.  

Let’s say, for example, that the 
Apple calculation gave a value of 
27.6% and the index fund value 
was 19.2%.  You can conclude that 
during this particular time period, 
Apple had a relative return that 
was a positive 8.4% (27.6-19.2).  
In other words, our position in 
Apple exceeded our stated goal 
during this time period of beating 
the market by at least 5%.

It quickly becomes more com-
plicated if you have purchased 
several lots of the 
same stock over a 
number of years.  
You’ll have to do a 
separate calcula-
tion for each lot 
and then average 
the relative returns 
to come up with 
a single value for 
the holding.  (Or 
compare internal 
rates of return 
-- accounting for the cash flows, 

... continued on page 8 ...

slightly more complicated ... but 
the most accurate metric.)  

Luckily, these are software pack-
ages for keeping track of your 
personal portfolio.  A particularly 
good choice is sold by QuantIX 
software.  Matt Willms and his 
brother have created an excel-
lent portfolio management pro-
gram which I have used for over 
20 years to keep track of things 
like relative return.  I can tell you 
from experience that my accoun-
tant loves the reports that can 
be generated from this software 
around tax time.

For more, go to http://quantixsoft-
ware.com/company_profile.html 

If you’re a member of an invest-
ment club, your ability to calcu-
late a relative rate of return for 
your club portfolio is built into 
your accounting software.  My 
clubs use bivio software and 
under the Reports Tab I find a 
Benchmark report as shown in 
the accompanying figure.

MoneyChimp.com Calculator.  I would 
have labeled the first two boxes: Original 
Value and Today’s Value.
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Screening Results

Shopping at Body Temperature
With long term forecasts hovering near 
historical lows and volatility sinking, 
it’s probably prudent to emphasize the 
highest-quality candidates for our shop-
ping efforts these days.  This month’s 
screening results all have minimum 
quality rankings of 95 or better.  Inves-
tors might want to further filter the list 
by limiting the field to survivors that 
also have very high financial strength 
grades.

Modified Soap 

We prefer the Olivia Newton-John and 
John Travolta version of Grease over 
the current turbulence and tribulations 
in the market extending from Athens 
to Zhenzhou.

We’ll stick with the same theme as last 
month but displaying a slightly differ-
ent and modified version of our favorite 
“Ivory Soap” screen.  The modification 
is to limit the results to quality rankings 
greater than 95 and financial strength 
to greater than 80.  We want to shop 
among the best companies while watch-
ing for those red “On Sale” tags.  In order 
to generate a list of approximately (16) 
shopping candidates -- we dial back the 

combination rank (MANIFEST rank based 
on return forecast AND quality) to body 
temperature, or 98.6.

Sales Tags, Margin of Safety

A financial health downgrade on Fossil 
(FOSL) by Morningstar will take our col-
lective financial strength rating down to 
78.  We’ve featured Cognizant Technology 

(CTSH) several times via Solomon Select 
and top-of-the-shelf quality is a good idea 
right now -- unless you’ve owned this 
darling long enough that it now domi-
nates your %-of-total assets. Same for 
Qualcomm (QCOM) ... Tin Cup accumu-
lates more this month.  Priceline and Po-
laris have both been featured recently via 
Solomon and/or Round Tables. A familiar 
cast can be a good thing.

Median Market Forecast.  The median forecast -- based on the 2400 companies 
covered at Manifest Investing -- is 7.0%.  We’ve seen this collective indicator range 
from low single digits at the end of bull markets to apogees of nearly 20% during the 
depths of the 2008-2009 Great Recession bear market.  With current levels near his-
torical lows, we continue to urge emphasis on quality and financial strength.

Ivory Soap Screen But High Quality Emphasis (7/10/2015). Screening results based on highest combination rank (return fore-
cast and quality ranking).  MANIFEST Rank > 98.6; Quality Ranking > 95; Financial Strength > 80.  
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Tin Cup Model Portfolio

Accumulate Qualcomm (QCOM)

“I would be a bum on the street corner 
with a tin cup if markets were efficient.” 

-- Warren Buffett

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 to-
tal stock market since inception (1995) 
and the annualized total return is now 
17.9% vs. 9.7% for the Wilshire 5000.

Total assets are $1,370,481 (6/30/15) 
and the net asset value is $294.52. The 
model portfolio retreated -3.03% during 
June 2015. The Wilshire 5000 checked 
in at -2.10% for the month.  The total 
return for the trailing year for Tin Cup 
is 10.8% versus 6.7% for the Wilshire 
5000 (VTSMX). 

Portfolio Characteristics

With MIPAR at 7.0%, our target for 
the minimum overall portfolio PAR is 
at least 12.0%. The overall portfolio 
PAR is 12.5% on 6/30/2015. Quality 
and financial strength are sufficient at 
the current levels of 93 (Excellent) and 
88%. EPS Stability is 81 for the portfo-
lio. The overall (average) sales growth 
forecast is 10.2%.  The sales growth 
forecast target is approximately 11%.  

Tin Cup Dashboard: June 30, 2015.  Ranked by PAR (Descending) This month, we accumulate The Fresh Market (TFM) due to 
its position at the top of the sweet spot.  http://www.manifestinvesting.com/dashboards/public/tin-cup

Qualcomm (QCOM): Business Model Analysis.  This long time favorite and 
industry leader features a high single digit top line growth, net margins in the 30% 
realm and can reasonably expect to be valued at 15-16x for a projected average P/E. 
Result: High quality stock with a 15-16% return forecast.

Performance & Decisions

We’ve had better months but we’ll remain 
grateful for continued strength in many 
of our favorite holdings versus a market 
that could likely get more challenging. 
High quality is the watch word and pole 
position sitting Qualcomm (QCOM) fits 
that bill this month with sufficient quality 
, growth and return forecast to keep the 
Tin Cup portfolio happy.

We don’t talk much about dividends 
for this long term growth portfolio -- 
but it’s worth a snippet this month as 
dividends from C.H. Robinson, Coach, 
Qualcomm, T. Rowe Price and Visa 
contributed $2904 to the bottom line 
this month.  Yes, Virginia, there are 
now months when the dividends ex-
ceed the $2000 monthly cash infusion.   
Dividends can make a difference and 
after a few years, become a significant 
influence on prudent portfolios.
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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.

Clubhouse (Continued) 
Performance: Keeping Track
Continued from page 5 ...

 
When I press Generate, I get the report shown 
here:

 Here, we’re using the S&P 500 (VFINX) as a bench-
mark and we’re looking for returns that span the 
entire history of the club.  The benchmark can be 
changed, if desired, as well as the date range.  Re-
member that returns over time periods of less than 
a year are probably not as reliable as long-term 
returns.  The 3% relative return for this model club 
is quite good, considering it’s a measure of the an-
nualized return over more than 12 years.

The portfolio’s return is calculated by creating a ta-
ble that mimics every single financial transaction of 
the club, as shown in the accompanying transaction 

Ken Kavula is a retired educator and successful 
long-term investor. Ken has served in a number 
of leadership positions for the National Associa-
tion 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

log. Every time the club buys something or receives 
money from a partner, the computer makes a buy 
from the index fund and every time the club sells 
something or cashes out a partner, the computer 
sells an equal dollar value from the fund.  It’s all 
imaginary money of course but the computer can 
compare the dollar amount in the benchmark fund 
to the dollar amount held by the club and quickly 
convert both values to growth values.
 
Your only job is to compare the two growth values 
that are displayed and make a simple subtraction.  
If your IRR, which stands for internal rate of re-
turn, is significantly below the IRR for your chosen 
benchmark, it points to problems the club may be 
having.  Again, our stated goal is to beat the mar-
ket by 5% over time.  It’s an ambitious goal but 
it keeps the club working hard, trying to meet or 
surpass the 5% value.

A similar report can be generated using the ac-
counting software from other club accounting soft-
ware providers.

Keeping track of your relative return keeps you 
focused on success.  It allows you to assess your 
performance in a relatively straight-forward, accu-
rate way using a value that we can depend on for 
accuracy.

Let me know what else you’d like us to cover.  Enjoy 
the rest of your summer.


