
by Mark Robertson

“The ability to select stocks, manage them over time and know when to 
sell them is incredibly difficult, even for professional fund managers.” 

-- Barry Ritholtz

I’d go a step further than Barry and say that “especially” might be more acurate (than 
“even”) for rhinos and average investors.  It might even be more challenging when it 
comes to companies doing share repurchases. But that’s a story for another day.

We’re here for the returns.  Anything that offers the potential of an incremen-
tally higher performance is something that grabs our attention.  We’ve long been 
troubled by selections that have underperformed, rapidly losing 60-80% of the 
purchase price -- in some cases within a few months of the original decision.  It 
seems like the damage is often done in 90 days or less.  So we decided to sub-
ject the monthly decisions made for the Solomon Select feature to this concept.  
Many stocks have been “sold” when the stock price soared and the return forecast 
dropped below the market average. Victory laps are always fun. Those stocks 
have been celebrated and “dismissed” from the tracking portfolio over the years.  
But what about the other extreme?  It’s a question that has haunted many of us 
-- for a long time.

Investing $100 each and every month into the Wilshire 5000 since the inception of 
Manifest Investing would deliver a passive rate of return of 9.6%.

So far, using the original three selling criteria, the tracking portfolio rate of return 
is 11.1% -- a relative rate of return vs. the total stock market of +1.5%.

Implementing at relative return “stop”/alert concept explored here increases the 
rate of return since inception to 13.3% --2.2% higher!
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Relatively Better Selling?
During the April Round Table, we struck a community collective nerve.  We 
reminded that we’ve deployed a new selling discipline in a few different places 
that is based on the notion of an alert, or a flag, based on relative return.  Based 
on the case studies with the embryonic Fave Five Weekend Warriors and Round 
Table tracking portfolios the concept is compelling.  The approach is incremental.  
Nothing about our traditional selling disciplines is disrupted.  This month, we ex-
plore the impact of this concept on the Solomon Select monthly features over the 
last 11-12 years.   will be intended to side step excursions and preserve capital.  

               ... continued on page 2 ...

When to Sell: The Challenge of Reason
We don’t want to give the impression that any 
of the time-honored selling disciplines change 
with the exploration/concept described here. 
We still believe that the reasons for selling are 
short and simple: (1) You need the money, 
(2) Signs of quality degradation and (3) You 
can make the portfolio better.  That said, we’ll 
explore this capital preservation and rate of 
return potential enhancement and decide if it’s 
a worthy improvement in our arsenal.
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The accompanying figure courtesy of Walter Schloss and 
his track record is a powerful reminder about the vast gains 
possible over the long term from a “percentage point or 
two.”  And yes, Virginia, it’s exponential.

+2.2%?

Yes, +2.2%.  Matching the market at 10% over the period 
shown for Walter Schloss netted $4114 from the original 
$100.  Beating the market by 2%, or 12% absolute, turned 
that $100 into $8308.  Tacking on a mere +2.2%, or an ad-
ditional two percentage points swells that $8308 to $16,569.  
It’s the answer to “When is 2% actually worth 100%?”  

Think about it.  +2% matters.  

“Time Out” Based on Relative Return

The concept is simple.  It’s inspired by one of the steadfast 
rules on selling stocks made popular by Investor’s Busi-

ness Daily and William O’Neil.  Their discipline is to sell any 
holding that drops 7-8% from the original selection point.  
In our view, this would lead to excessive turnover if we 
attempted to apply the discipline to our style of investing.  
But the preservation of capital concept has merit and the 
general approach of “stopping” to check for assumption er-
rors, etc. seems worthy.  

But we’d want to avoid selling a stock that drops 8% when 
the total stock markets drops, for example, 10%.  Hence, 
our focus and emphasis on relative return.  We want to 
single out stocks that have underperformed the overall 
market on an individual, and comparison, basis.

We’ve discussed this at a few Round Table webcasts and 
most notably during the selection of Iconix Brands (ICON) 
during April 2009.  We now see the ICON case as some-
thing of a “poster child” for the concept.  The original 
$1000 invested in ICON as part of the Round Table tracking 
portfolio on 4/30/2015 had dwindled to $800 by 8/3/2015. 
The Wilshire 5000 had actually gained 0.1% over the same 
period.  As shown in the accompanying figure, ICON contin-
ued its swoon.  This finance.yahoo.com chart is constructed 
by comparing the price of the stock with VTSMX with the 
selection date as the start date and displayed on the far 
left.  The relative return is the difference between the blue 
and red lines over time.

As shown, the swoon did not stop at $800 and the original 
$1000 invested was worth only $256 by 11/6/2015. Was a 
“time out” clearly in order after dropping the original 20%?

Solomon Select Suggestion

So we asked a question.  Actually, a few questions.  

(1) Are there any cases of a stock “bottoming” and getting 
toggled out of the portfolio where the selection had gone on 
to deliver market-beating returns?

                          ... continued on page 8 ...

Total Assets vs. “Small” Incremental Returns.  The audience at 
the Better Investing national convention treasured this reminder about 
small advantages and huge gains in incremental results.  We do, too.

Iconix Brands (ICON): Time Out!  Poster child for a concept. 
$1000 invested in ICON for the Round Table tracking portfolio had 
sunk to $800 against a flat total stock market.  “Selling” preserved 
the $800 which would have plummeted to $330 within a few months.

Oracle (ORCL): Testing The 20% Limit?  Oracle was featured via 
Solomon Select back on 5/31/2005.  It has since achieved a relative 
return of +7.2% over 11 years.  If the limit were ~15%, ORCL would 
have been stopped in early 2006. 



 Solomon Select

 Under Armour (UA)
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At the 2016 Better Investing National 
Convention, Mark Robertson selected 
Under Armour (UA) during the open-
ing Let’s Talk Stocks panel with his 
colleagues.  He shared that if he’d 
boldly invested in (1) Under Armour 
and (2) Buffalo Wild Wings back 
when their son was a high school 
football player, a little more than ten 
years ago, that his retirement nest 
egg would be a little larger today.  It 
was clear that this wicking-based 
attire helped to keep athletes less 
sweaty and actually providing cooling 
properties or warming properties, as 
needed.  In short, magic.  The piles 
of chicken bones when the teams 
devoured their wings was another 
harbinger that actually was noticed 
(and pursued via investment.)

Under Armour markets athletic ap-
parel, footwear and gear and also 
owns a collection of assets in Connect-
ed Fitness. The firm made its name by 
developing performance apparel made 
of synthetic microfiber, designed to 
wick perspiration away from the skin 
and to regulate body temperature. 
Although Under Armour is primarily a 
wholesaler to sporting goods retailers, 
it also operates more than 162 fac-
tory house stores and 36 brand house 
stores. Approximately 14% of total 
revenue is generated outside the U.S., 
including Japan and China.

Growth, Profitability, Valuation

The growth rate forecast (based on 2014-
2020) is 23.6%.  Value Line cites 22% for 
the 2013-15 to 2019-21 time frame.  The 
3-5 year calculated growth forecast is 
22%.  Morningstar checks in with a top-line 
organic growth estimate of 20% for the 
next five years and suggests that 18% is 
feasible for the next ten.  We’ll use 20% 
and remain vigilant for any braking action.

2015 delivered a net margin of 5.9%  
versus a 5-year trailing average of 
6.6%.  The trend has been favorable 
and could reasonably be estimated at 
7%.  Value Line is using 6.5%.  

Under Armour (UA): Business Model Analysis.  We seek excellence in management.  Opportunity 
recognized followed by skillful execution.  Management, management, management.  Kevin Plank, CEO of 
Under Armour invented moisture-wicking underwear in his mother’s basement and is proud to play the role of 
underdog versus the likes of behemoth Nike.  UA has a stated goal of 20% top line growth and they’re deliv-
ering.  With a stable of high profile advocates like Jordan Spieth and NBA MVP Stephan Curry, the company is 
advancing into footwear and connected fitness and health-based systems.  It’s a promising start.  

The current P/E ratio is NMF, which 
in this case is short for “nose bleed.”  
Value Line has a projected average P/E 
ratio of 38x for their 3-5 year forecast 
and the analyst consensus ranges from 
23-70x.  Investing in companies that 
are young, early life cycle, companies 
is something that is not always for the 
faint of heart.  This condition is a little 
reminiscent of David Gardner and cases 
like Amazon.com where current P/E ra-
tios can be uninformative and mislead-
ing.  We’re using 35x for the long-term 
projected average P/E, a little lower 
than Value Line’s 38x but at the lower 
end of the analyst spectrum.

The stock price was $34.00 at the time 
of selection, generating a return fore-
cast of 11-12%.  The Value Line low 
total return forecast is 8.8%, adjusted 
for the price swoon in recent weeks.

The stock is trading relatively close to 
a 52-week low, down approximately 
35 percent from the highs experienced 
during 2015.  And this is despite re-
porting very strong operating results 
for 1Q2016 recently.

On the heels of last month’s Rule 
Breaker feature, we find that Fool Tom 
Gardner has beaten brother David 
to this leading apparel company as 
it marks its 20th anniversary this 
year.  (Tom’s relative return for UA 
is +15.4%, annualized) To celebrate, 
it just marked its 24th consecutive 
quarter of better-than-20% revenue 
growth. The star of the quarter was 
footwear, thanks in large part to the 
company’s deal with NBA superstar 
Stephan Curry.  Tom’s opinion?  Under 
Armour remains an excellent long-term 
holding — and a great buy now.



by Mark Robertson

This month’s tracking portfolio, our Weekend Warriors, mon-
itors the progress made by our weekly stock study nudges 
known as the Fave Five.  We place $100 into each new idea 
and track the progress of that $100 investment over time. 

What Have You Done For Me Lately?

Since inception a few months ago, the annualized total 
return of the Weekend Warrior tracking portfolio has outper-
formed matching investments in the Wilshire 5000 (VTSMX) 
by +6.7%.  66% of all stocks featured have beaten the 
market.

The top performing stock so far is Five Below (FIVE) with 
a 46.8% total return during a period when to stock market 
has advanced +1.5%.

Stocks are chosen based on a simple premise.  (1) We 
seek high-quality companies with superior long term return 
forecasts.  All stocks at the top of the screening results have 
high MANIFEST ranks -- our combination of return forecast 
and quality.  (2) We then filter by strongest 1-year total 
return forecasts based on the analyst consensus.  Although 
we expect this to be turbulent and less dependable than our 
5-year time horizons, a solid 1-year outlook all other things 
“equal” just might have some sentiment or momentum-
based upside.  We’ll be watching this aspect carefully going 
forward.  How much influence does the analyst consensus 

Funds & Featured Portfolios

 When Too-Good-To-Be-True Gets Gauged
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Weekend Warrior Portfolio.  Based on the Fave Five stock alerts every week, $100 is invested into mentioned companies. The top 
16 (by % of assets) is shown here.  Stocks are only added once.  Five Below (FIVE) is up 45.4% since publication.

Fave Five.  Every Thursday, we select five stocks with solid 
long-term forecasts and superior quality that also have outsized 
1-year expectations as suggested by the analyst consensus esti-
mate 1-year target price and current dividend yield.

have for 1-year performance?  How much more significant is 
a firm like Goldman Sachs?

The accompanying portfolio is sorted by value (descending).  
Study candidates can be considered by sorting by return fore-
cast (PAR) via the public dashboard at:  https://www.mani-
festinvesting.com/dashboards/public/weekend-warriors

The selling discipline is simple. (1) PAR < MIPAR.  (2) Relative 
return <= -20%. “Reset”  What have you done for me lately? 
Some community members think of the 20% “stop” in those 
terms -- as a potential check-and-balance on the Too Good To 
Be True entries in our portfolios. We hope the Fave Five pro-
vides a steady diet of actionable study ideas and look forward 
to gauging results going forward.  
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Perspectives

North To Alaska: Cruising With Your Friends
by Mark Robertson

Chalk this one up to the bucket list.

For some of you seeking vacation ideas 
for 2016, a cruise from Seattle to Alas-
ka may be just what you’re looking for.

For others, it just might be that perfect 
Christmas present for your family mem-
ber that you’ve been looking for.

For me, it’s the opportunity to visit and 
teach in the 50th of 50 states, Alaska.  
Ask your friends and family who have 
been on this or similar cruises.  The 
feedback we’ve received is that it’s 
highly recommended and something 
they’d probably do again.  

The Puget Sound volunteers for NAIC 
took a “test drive” last year and used 
the lessons learned to put together a solid learn-while-
cruising experience for this year’s participants.

Manifest Investing will offer a number of classes during the 
voyage covering the wide spectrum of investing, sharing 
experiences and taking advantage of the opportunity to 
spend quality time with our community of investors.

The educator lineup is still taking shape but Christi Powell, 

Financial Planner from Oklahoma City is among the teach-
ers.  If you’ve not heard Christi speak or teach on retire-
ment and estate topics, you’d be in for quite a treat.  My 
wife, Wendy, will be along on the adventure and we look 
forward to spending time with many of you on the Pacific 
waters.  Give Amy Ross a call for more details.  Tell them 
Manifest Investing sent you and we’d be happy to field ques-
tions or suggestions about topics and agenda at manifest@
manifestinvesting.com  
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Screening Results

Floating Back To Our Ivory Screen
by Mark Robertson

Although it can be entertaining and 
educational to explore all things in-
vesting from alpha to Z-scores (well, 
exception granted for beta ... we can’t 
find a context that matters for beta) it’s 
always refreshing to come back to what 
really matters.  Simply put.  The best 
companies (quality) that are potentially 
“on sale” (return forecast) as the ones 
that should merit further attention.  Our 
ivory screen scores both criteria and 
weights them fairly evenly, generating 
a list of companies worthy of further 
consideration.

Quality -- At The Right Price! 

For further study, I like them all.  
That’s right.  For the first time in a long 
time, there’s a story or opportunity in 
virtually every one of these companies.  
From deep value and the retail reces-
sion crunch at places like Nordstrom 
(JWN) that catches Under Armour (UA) 

in its wake to the chips and technol-
ogy deployed at places like Proto 
Labs (PRLB) and Skyworks Solutions 
(SWKS).  Celgene (CELG) is leveraged 
in strategic health care solutions and 

uranium matters via Cameco (CCO-
TO). Illumina has stumbled but is still 
standing.   Study at will.  Have a Sam 
Adams (SAM) while you do.  Buffett’s 
buying Apple (AAPL).  Sort of.

History of Value Line Low Total Return Forecast.  We feature this market 
barometer in our weekly updates.  We’ve found over the years that the Value Line low 
total return forecast more closely resembles what seems to materialize over the next 
3-5 years, so we pay it some heed.  The recent market surge (green price bars) has 
driven the long term forecast down again towards historical lows.

Ivory Screen. (May 15, 2016) The companies displayed are ranked by MANIFEST Rank (Descending).  MANIFEST Rank is the 
equally-weighted combination of quality ranking and return forecast.  Companies are penalized when their return forecast gets “too 
high” ... a speculation penalty, if you will.  Growth: Long-term sales or book value growth forecast. Proj P/E: Average P/E forecast, 
3-5 years.  Financial Strength (Fin Str): Consensus financial health/strength index based on sources like Value Line, Morningster-
istics vs. peers.  EPS Stability (Stab): Ranked regression of actual AND PROJECTED profitability.  100 = Most consistently profit-
able.  Quality Ranking: Percentile ranking of composite that includes financial strength, earnings stability and relative growth & 
profitability. Projected Annual Return (PAR):  Consensus based return forecast based on 5-year time horizon. 
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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 
17.3% vs. 9.2% for the Wilshire 5000.

Total assets are $1,433,010 (4/30/16) 
and the net asset value is $303.99. 
The model portfolio lost -4.92% during 
April 2016. The Wilshire 5000 checked 
in at +0.63% for the month.  The total 
return for the trailing year for Tin Cup 
is +0.1% versus -1.4% for the Wilshire 
5000 (VTSMX). 

Portfolio Characteristics

With MIPAR at 6.4%, our target for 
the minimum overall portfolio PAR is 
at least 11.4%. The overall portfolio 
PAR is 12.9% on 4/30/2016. Quality 
and financial strength are sufficient at 
the current levels of 94 (Excellent) and 
91%. EPS Stability is 80 for the portfo-
lio. The overall (average) sales growth 
forecast is 10.5%.  The sales growth 
forecast target is approximately 11%.  

Tin Cup Dashboard: April 30, 2016.  Ranked by PAR (Descending) This month, we accumulate Qualcomm (QCOM) and hope 
that all of the challenges are baked in to the current price.  http://www.manifestinvesting.com/dashboards/public/tin-cup

Qualcomm (QCOM): Chronicle.  The decline in the stock price is clear. We’re 
hopeful that the Asian challenges are completely reflected in the current lower prices.

Performance & Decisions

The demonstration portfolio peaked at 
nearly $1,550,000 during April but the 
current tech wreck rendered some dam-
age by month end.  As good as March 
was, April made every effort to be nearly 
as bad.  Thankfully the monthly perfor-
mance wasn’t that bad and the relative 
return since inception is still +8.1% and 
the 1-year relative return checks in at 
+1.5%.

The 30% price drop in Proto Labs prompt-
ed a number of Pittsburgh event attend-
ees to rake the company over the coals in 
an attempt to see any prevailing concern 
and were unable to do so.  That said, the 

elevated return forecast means that 
we’ll avoid adding any shares while 
the price storm subsides or analysts 
chime in with specific reductions in 
fundamental expectations.

So we’ll accumulate Qualcomm 
(QCOM) with the company at the top 
of the sweet spot and the relatively 
small combination of dividends and 
the monthly contribution isn’t all that 
material anyhow.  With the overall 
return forecast at acceptable levels, 
there’s no need for any horse trad-
ing this month either ... so we’ll hope 
QCOM sorts out the Asian Challenge 
and that the turbulence is already 
reflected in the stock price.
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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.

Cover Story (Continued)

Relatively Better Selling? 
Continued from page 2 ...

(2) Is 20% the right number?  

One of the earliest Solomon Select features was Oracle 
(ORCL) back in May 2005.  As shown, ORCL trailed the 
overall stock market by approximately 15% in early 2006.  
Setting the limit closer to 15% would have stopped out 
this strong performer -- +7.2% annualized relative return 
for 11 years.  We were not able to find another case where 
a “premature” time out would have ultimately prevented a 
strong long term performance.

(3) Would 20% result in a high turnover rate?

We found that (24) of the 134 transactions made over the 
last eleven years for the Solomon Select feature actu-
ally triggered the 20% condition.  The names read like a 
roll call of disappointment: American Capital Strategies, 
Atwood Oceanics, Capella Education, Coach, Dolby Labs, 
Garmin, Landauer, Nokia, Quality Systems, Strayer Educa-
tion, Urban Outfitters ...

(In all fairness, companies like Coach and Urban Outfit-
ters also have SUCCESSFUL close outs within the Solomon 
Select tracking portfolio -- a condition that we’d probably 
reasonably expect from this relatively volatile sector.)

So we’re generally looking at a couple of instances per 
year -- a notion shared by one Round Table webcast partic-
ipant who wondered if this wouldn’t simply flag companies 
on the wrong end of the Rule-of-Five ... and reduce losses, 
pain and suffering?  Bottom line: We don’t know if 20% is 
the number -- it may be variable and perhaps a function 
of quality, for example -- but a target setting in this range 
would not seem to produce excessive turnover.

(4) What is the typical holding period for these triggered 
transactions?

With one exception (Qualcomm at 3.3 years), the 20% 
limit triggered in less than 18 months with an average 
holding period of approximately 9 months.  That would be 

easy to remember! Nearly 50% of the cases triggered in 
less than six months. 

(5) Do the tools exist to do this?

Not exactly.  An investor could use spreadsheets but we’re 
not aware of an existing commercial source for tracking 
this condition.  Would we add it to Manifest Investing?  
Possibly.  If our explorations continue to show this poten-
tial, we’ll consider adding this type of performance tracking 
as a portfolio management tool.

Our Like-Minded Community Heard From

We think the concept is both intriguing and compelling.  
Our community of investors apparently agrees as we’ve 
received an unusually large amount of correspondence on 
the subject.  Most of it rhymes with this:

“I think you guys could really be on to something here. In 
the same way that Stock Selection Guide based studies can 
be messed up by a plummeting stock price – with Upside-
Downside ratios run amok – and a company that is strug-
gling actually can appear ‘more attractive’ on a Guide … I 
think this concept holds merit for gauging and challenging 

those stocks with PARs greater than the sweet spot.”

“This could be a game changer. I’ve been looking for a 
concept like this for a very long time.”

In short, I think the potential is promising.  Probably at 
least as compelling as embedding the analyst estimates in 
our business model analyses. It’s not a violation of “buy 
low and sell high” because we’re here for the returns and 
it’s the bigger picture, the cumulative results that mat-
ter.  We’ll continue to test other portfolios and implement 
standing procedures that may become disciplines and best 
practices over time.  


