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Valuentum Securities

Valuentum (val-u-n-tum) [val-yoo-en-tuh-m] Securities
Inc. is an independent investment research provider,
offering premium equity reports and dividend reports, as
well as commentary across all sectors/companies, a Best
Ideas Newsletter (spanning market caps, asset classes),
a Dividend Growth Newsletter, modeling tools/products,
and more. Independence and integrity remain our core,
and we strive to be a champion of the investor.
Valuentum is based in the Chicagoland area.

Valuentum serves money-management institutions,
financial advisors, and individual investors.
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the President

Brian Nelson is the President of Equity Research and ETF
Analysis at Valuentum Securities. Before founding
Valuentum in early 2011, Mr. Nelson worked as a director
at Morningstar, where he was responsible for training and
methodology development within the firm's equity and
credit research department. Prior to that position, he
served as a senior industrials securities analyst, covering
aerospace, airlines, construction and environmental
services companies. Before joining Morningstar in
February 2006, Mr. Nelson worked for a small
capitalization fund covering a variety of sectors for an
a%gressive growth investment management firm in
Chicago. He holds a Bachelor's degree in finance and a
minor in mathematics, magna cum laude, from
Benedictine University. Mr. Nelson has an MBA from the
University of Chicago Booth School of Business and also
holds the Chartered Financial Analyst (CFA) designation.
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Valuentum Investing?

ategy Incorporates the Thoughts of
g Giants

Value Investing — Benjamin Graham
Growth Investing — T. Rowe Price, Jr.
GARP Investing — Peter Lynch
Income/Dividend Growth Investing
Momentum Investing — Richard




s Valuentum Investing?

ooking for companies that are undervalued—
a discounted cash flow basis and versus
have strong growth potential, have strong
tive advantages, have a solid track record of
economic profits for shareholders with

ble risk, are strong cash-flow generators,
nageable financial leverage, and are

y showing bullish technical and momentum
rs.”
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the Sweet Spot of Investing:
Stocks Converging to Intrinsic Value

¥

Valuentum Stocks
Stocks with Good
Value and Good

Stocks with Poor
Value But Good

Momentum
Comprise Long Momentum —
Positions in Equity Neutral

Valuentum’s Best
Ideas Portfolio




m Strategy Has the Greatest Profit

B = Buy
S = Sell

- Momentum
H = Still Holding ™\ Profit
Overvalued
— Value Profit L Valuentum
Profit
Undervaluec




um Stocks in the Dow Jones Industrial
performed - Backtesting

entified the best- and worst-performing portfolios (Jan
2) for long and short ideas, respectively.

Momentum (LR - SR) Value (LR - SR) Combined (LR - SR)
321.0% 72.9% 426.7%

*LR =Long Return; SR = Short Return

Source: Nelson (2012)

Portfolio Return
Valuentum Long Average 776.7%
Momentum Long Average 672.3%
Value Long Average 548.2%
Data Universe Average 511.8%
Data Universe Median 482.9%
Growth Long Average 475.3%
Weak Momentum Long Average 351.3%
Valuentum Short Average 350.0%

Source: Nelson (2012)




iIdence Reinforces Academia

ortfolio continues to outperform against a broad
rk (SPY)...in a big way.
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Best Ideas Portfolio - Value of $100,000

Best Ideas Newsletter Portfolio = S&P 500 Index (SPY)




Multi-Factor Risk-Management
luentum Strategy

Plot of Monthly Performance on the Capital Market Line
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m Strategy Helps Avoid Value Traps -
Involved!

Overvalued

Undervalued

B = Buy
S = Sell
H = Still Holding

O®




um Strategy Helps Avoid Overpriced
We Don‘t Get Involved!

Liquidity Squeeze
Complicates Exit
Point for Momentum
Investors in This
Example

Overvalued

-

Undervalued

=0

B = Buy
S = Sell
H = Still Holding




le: EDAC Technologies (EDAC)
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chnologies: Fundamental
rations

supplier of precision components (jet engine parts, special tooling) to the

ctor. United Tech is its largest customer, and EDAC has secured a position on the
turbofan engine (high pressure compressor hubs, turbine disks), which is turning
powerplant among commercial OEMs in the narrowbody arena.

backlog growth has been the best in the aerospace supply chain. The level stands
00 million, up from $140 million at the end of 2010 and just over $20 million in
ect future orders to continue to be robust.

to believe the market is underestimating the tremendous operating leverage
DAC’s business model and the pace of earnings expansion going forward as its
acklog is recognized. In its most recent quarter, operating income jumped nearly
o roughly 270 basis points of operating margin expansion, to 10.8% of sales.

imate: $23 per share; Valuentum Buying Index Rating: 9.

EDAC Tech announced that it would be acquired by Greenbriar Equity for $17.75
ash.




ple: AMR Corp
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rp: Fundamental Considerations

obligations are staggering: ~$24 per share. Unlike peers that passed along their pension

the Pension Benefit Guaranty Corporation via Chapter 11 reorganization (United Continental
DAL), etc.), AMR still retains this huge burden. The underfunded status, as of the end of last year,
and retiree medical/other benefits obligations (OPEB) was an astounding $8 billion-plus. This is
ing the firm's projected benefit obligation (pension benefits: $12.97 billion; OPEB: $3.1 billion)
lue of the corresponding plan assets (pension: $7.7 billion; OPEB: $0.23 billion). Based on

illion diluted shares outstanding at the end of last year, this $8 billion-plus underfundedness

a burden of roughly $24 per share.

t load is massive: ~$17 per share. As of the end of the first quarter, AMR's net debt position

$5.6 billion ($5.8 billion in cash and short-term investments less $11.4 billion in debt), excluding
ion of operating leases (which are also debt-like instruments). Again, using the 333 million diluted
denominator, this represents about $17 per share. Importantly, investors should also be aware of
r operating commitments that will inevitably pressure results and its cash position in the years

R's operating assets through a standard mid-cycle perpetuity function, we're looking at about $6
llion in value (assuming a very generous 10% discount rate, given AMR's risk profile) -- not even
3.7 billion equity investors need to break even.

mate: ~$0, Valuentum Buying Index Rating: 1.

MR Corp filed for Chapter 11 bankruptcy protection.




: Was Warren Buffett a Valuentum
?

tt has invested in
lued stocks that have
d significant

rmance over time.

ition, these stocks have
good value and good
um characteristics.

cle of Omaha’s
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nt Research

Dividends, and

matched value
e Financial

or and

dual Investor

transparent
rch services and
in-class support

Valuentum's Investment Research mw DVIS INSTITUTION
X %

Premium Valuentum Commentary & Articles x
16-page Stock Research Reports X X X
Fair Value Estimates X X X
Valuentum Value Rating™ X X X
Valuentum Buying Index™ Scores X X x
Valuentum Proprietary Stock Information X X X
Valuentum ValueCreation™ Rating X X X
Valuentum ValueRisk™ Rating X X X
Valuentum ValueTrend™ Rating X X X
Dividend Reports X X X
Valuentum Dividend Cushion™ X X X
Discounts on Modeling Tools & Products X X X
Access to Actively-Managed Portfolios* X X X
Best Ideas Portfolio® X X X
Dividend Growth Portfolio® x X x
Our Best Ideas Newsletter* X X X
Our Dividend Growth Newsletter® X X X
An Experienced Opinion on Stocks in Your Pertfolio X X X
Valuentum Ideas100 X X
Valuentum Dividend100 X X
Valuentum DataScreenerS00 X x
Training & Support x X
Distribution Rights to Clients/Prospects x X
Customized Research & Analysis X
Advanced Access to Valuentum Analyst Team X
Advanced Valuation Infrastructure X
Public Valuentum Commentary X X X X
New Investing Book Reviews, pre-public release X X X X
Basic Access to Valuentum Analyst Team X X X X
Open Forum = Discussion Board X X X X
* Dependent on Choice of Membership Plan,




ent Research Services

ial Advisors & Individual Investors

e Stock Reports (available in PDF form)

ividend Reports (available in PDF form)

s Reports, Industry Outlooks and Company Spotlights

rly Publications: Dividend100, Ideas100, DataScreener500
y Managed Portfolios

t Ideas Newsletter (available in PDF form)

idend Growth Newsletter (available in PDF form)

tional Customers
d Proprietary Data Feed (VVR, VBI, VDC)

ized Research & Analysis

pment & Maintenance of Valuation Infrastructure
opulated DCF Valuation Models




esearch Reports & Updates

m’s reports are easy-to-use and to-the-
e front page is a summary of everything
port.

reports, industry outlooks, company
S are available in PDF format to use as
fit in your practice.




tock
a variety

S ona

the
conomic

), growth
generation
money flow

de volume.

tative and

(D Valuentum Value Rating (VVR)

o Investment Considerations

Valuentum Buying Index (VBI)
Provides insight into the timeliness Indicates whether we think a firm Evaluates firms on 12
0 DCF Valuati of an investment opportunity. We xsmduﬂlued.ﬁuiyyahedol different measures, from the
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3-year averages of
the firm's key refurn.
measures. inclnding
refum on invested
capital, with and
without goodwill

Leverage, Coverage,
and Liquidity

A snapshot of the
company’s financial
health.

0 Financial Summary
A summary of the
proforma financial
statements found in
the extended report.
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Valuemn's Stock Dividend Resewch

Visit us at www valuentum com

Wal-Mart WMT FAIRLY VALUED
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Data as of 4-Nov-2011
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registers a score of MEDIUM on our scale.

Last Close Stock Fair Value Range Dividend Track Record Dividend Safety / Cushion™  Div Growth Potential Dividend Yield
$57.50 $47.00 - $71.00 HEALTHY GOOD/ 14 EXCELLENT 254%
The growth potential and safety of Wal-Mart 's dividend are attractive, and ey Dividend Considerations
the size of its yield makes the firm worth considering as a potential income Cument Annual Dividend Yield 254%
play. However, we'd be really excited if its shares were undervalued, too. Anmual Dividends per Share $1.46
Stock Chart (weekly) Initial Anmual Div's Paid, $10k Investment $252.01
- " 6500  Dividend Track Record HEALTHY
100.000.000 i Dividend Safety GOOD
S - % Valuentum Dividend Cushion™ 14
F rk, b F ) 3500  Dividend Growth Potential EXCELLENT
oo T W p | RESEofCopitalLoss MEDIUM
: ValueRisk™ (Equity Margm of Safety) Low
40,000,000 o
e dradend wrear sbove 1
20,000,000 I I | I I I 4000
(7 I I I II I I l 3390 Dividend Strength Dividend Growth
R 4;.\ > @1\\ ;oS i | e
AP A P A P G T S E
Excellent
Company Vitals Dividend Safety / Cushion GOOD /14
Market Cap (USD) $211,025 We assess the safety of a fmn's dividend by adding the
Avg Weekdly Vol (30 wks) 15,379 Company’s = c o fmf‘:j' ;:n "S;_;:;‘l roc
flows over next five years. e it
3?’ ¢ (USD) R sum by the total expected dividends over the next five
Valuentum Sector Consumer Staples  years, This process results in ous Dividend Cushion™  Very Poor
Last Fiscal Year Revenue 421849 mtio. A Dividend Cushion™ above 1 indicates a firm
Last Fiscal Year EPS 4.18 can cover its fiuture dividends with net cash on hand
Last Fiscal Year EBITDA 33133 and foture free cash flow, while a score below 1
’ o, signals trouble may be on the horizon And by o
Forward Revenue Growth (3-y1) 43/? i, the greater te scime, the salor the divi Dividend Track Record . -
FdePf Growth (5-yr) 89% as s cash can be used fo offset any Fiscal Year Div's'Shre (§) Div Growth %
Dividend Vitals eamings shortfall Wal-Mant scores a 14 on owr Jan-97 o1 100
Current Annual Dividend Yield ® 25% Dividend Cushion™, which is GOOD. Jan-98 014 73
Annual Dividends Per Share 146 Jan.99 0.16 143
Forward Dividend Payout Ratio 322% Jan-00 0.20 50
3-yr Historical Dividend CAGR 15.4% Dividend Growth Potential EXCELLENT Jan-01 0.24 200
15-yr Historical Dividend CAGR. 188% We judge the future potential growth of the dividend Jan 02 028 167
3-yx Hist Median Div Payout Ratio 2898, by evahating the "Pﬁ'!’ for ﬁ'*“ﬂc nerenses % Jm 03 030 71
15-yv Hist Median Div Payout Ratio 1ggy, Demued by ibe “md""’ “"mm;w b T 036 200
P = Nor Meminghl: Ev. = Exiammad: FY = Fiscal T
= dividend, a5 messwed by the fims dividend track 1305 052 oo
Initial Annual Income Per Investment () record. Wal-Mart segisters an EXCELLENT ratingon Jan-06 0.60 154
o Shure Iewmen (5 AmwDas(s) ourscale, and we think the firn's annual dividend will Jan-07 0.67 117
25 1,437.50 3650 e $2.06 per share withn the next several years. Jan08 088 313
50 2,875.00 73.00 Jan-09 095 80
100 5.750.00 14600  Riskof Capital Loss MEDIUM  Jan-10 1.09 147
200 11.500.00 20200  We assess the risk of capital loss based on our analysis Jan-11 121 110
300 1725000  43g0p  of a fimi's nu::.:;m at this pout 2o tune fthe “go 1) 146 20.7
00 2300000  seqgp ok is underianed (based on our DCF process) we Ty 159 9.1
N 3000 think the risk of failing to recoup coe's original capital ot 17 o
500 28.750.00 2 imvestment (ex dividends) 15 relatively LOW. I the Ja- . g
1,000 57.50000 146000  stock is famly valved (it falls within our fair valve Jan-15 190 9.0
2,000 11500000 292000  estimate range), we think the likelihood of losing Jam-16 2.06 83
5.000 287.500.00 730000 <apital (ex dividends) is MEDIUM. If the stock is
10,000 $75.00000 1460000 dng above our estimate of ifs inrinsic vale, we {7 L
: ' y think the likelihood of losing at least a portion of one's .
0000 287500000 T3000.00 ot imvestment (ex dividends) is HIGH. Wal.Mart To view our full 16-page equity report on Wal-Mat , please visit our
100.000 5.750,000.00 146.000.00 website at www.valuentum com
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um® Dividend Cushion™ Helps
owth Investors Avoid Dividend Cuts

The Valuentum Dividend Cushion Caught These Dividend Cuts in Advance
A Valuentum Dividend Cushion Score Below 1indi 3 Firm's Dividend iz At Rizkin the Years Ahead

. Reduced dividend t rt debt-reducti
Avery Dennison (AVY) 31-Jul-09 0.66 Sdueed dividend to support debt-reduction

efforts.
ConAgra Foords (CAG) 16-Mar-06 -0.59 (1) Restructuring, divestitures.
. Refocus on core business of generating and
Constellation (CEG) 18-Feb-09 -4.36 selling power.
DR Horton (DHI) 6-May-08 -0.03 Heousing turmaoil.
Excessive debt; preserve cash amid downturn of
Gannett Co. (GCI) 25-Feb-09 -0.06 newspaper industry.
Suspended dividend to preserve cash amid
La-Z-Boy (LZB) 17-Feb-09 0.89 downturn in home furnishings.
Suspended dividend in the wake of weak
Marriott Intl (MAR) 1-May-09 2.18(2) business travel, but dividend achieved record
highs again, May 6, 2011.
Cut dividend to ensure ability to fund operations
Masco Corp (MAS) 11-Feb-09 -0.74 and service debt coming due.
. Effort to preserve cash. Downturn in newspaper
New York Times (NYT) 20-Nov-08 0.04 industry. Loss of investment-grade credit rating.
Pfizer (PFE) 26-1an-09 .54 Bought Wyeth to diversify revenue base. Raised

£22 billion+ in debt.

Streamlining operations, business unit

Sara Lee Corp (SLE) 8-Aug-06 0.70 divestitures to raise cash.
Sunoco Inc. (SUN) 6-Oct-09 -0.85 (3) Poor margins, overseas competition.
Supervalu (SVU) 20-0ct-09 578 Rizing unemployment, competition from Wal-
Mart, etc.
alero Energy (VLO) 27-Jan-10 0.15 Lower demand for gas and diesel.
. Free up much-needed cash amid downturn in
Vulcan Materials (VMC) 14-0ct-11 -1.42 P

aggregate demand.

1) For wcams per lodTor ConAgra, 007 through 20,
Marriott iagaman o amatr ety Cut R end, inour opinion. The Cushikonr afict an IR Tier ek ot The time ot Cut AN & an0ugh Marr it e or e Rspay out torecord high
For eporiadyenr

e prior o idend o) | of Pr cugiir anortadly aars M raporad y aar sdonos totalTive, Lt reported
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SPDR S&P 500 SPY  Estimated Fair Value: $143.38 Buying Index™ 3 Value Rating
Last Close 3.y1 Proj. Excess Return  Relative Expense Assessment (Ratio) Valuentum Style Manager Peer Category
$13595 52% GOOD (8 bps) LARGE-CAP VALUE State Strest US-Size-Large Cap*
The SPDR S&P 300 is one of the most common ways to mirror the ETF Considerations
performance of the S&P 300 Index. We like its cost structure, but we're not 331 Projected Excess Remm 1900
seeing much upside from today's levels. The ETF scores a 3 on our VBL DCF Value (All Const PFV Wat Avg)  FAIRLY VALUED (0.95)
ETF Chart (weekly) Valuentum Buying Index (All Const. VBI Wt Avg) 16D
2.080,008,000 oo Relative Expense Assessment (Ratio) GOOD (9 bps)
14w ValseCreation™ (Top 15 Constituents) EXCELLENT
000,000,000
190 YaeRisk™ (Top 15 Constituents) MEDIUM
RS, 4% Technical Evaluation (ETF) BEARISH
00,000,000 l'i_rL - ::: Monsy Flow Index (ETF) NEUTRAL
soscasame | L r L 1 UpsideDownside Volume (ETF) DETERIORATING
. 14g Near-term Technical Resistance, 10-wk MA (ETF) 139.00
imeo  Primary Benchmark S&P 500
1,000,000, 000 104 0
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mﬂxu:;i&lm)ﬁhu] Kigis sk peamilly ot e (s price ik vl o
performance of the S&P 500® Index (Ticker: SPTR).
Shares Ourstanding TI283M  Source: State Street” Very High
Total Net Assets $98.330.00 M
Inception Date 1221993 oy
Net Expense Ratio 0.09% Fund Constituent Analyss - See or Expanded imgs Amalytics Tup 5 C: 129%
Fund Dividend Yield 194%  Compaay Nae Bighisg % MEL Bie /B Ve  Eool PE PEG  MuCmsio™ NabeBak™
30 Day SEC Yield 194%  agpieine 43 s 0% 1 1S EXCRUENT  MEDIM
Distribution Frequency Quarerly  rosm st corp. L+ 3 104 o 5] GOOD MEDIM
Shon Selling Allowed Ve ommasicnad assm st i & 093 ni x4 EXCELLENT LOw
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e ey Ehera oy am It 3 o 14 57 GooD Low
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The US Remains Resilient;

Outperformance Continues
By Brian Nelson, CFA

The equity markets continued to face pressure since

the previous edition of our Best Ideas Newsletter Brian Netson, €FA
released mid-May. However, the well-publicized President, Equity Ressrch
disappointment of Facebook's (FB) initial public briang valuentum.som

offering, concerns about European financial contagion,

ongoing chatter regarding the Economic Cycle Research

Institute’s reiteration of its recession call, rhetoric L]

about the coming “fiscal cliff,” and a slight hiccup in SUP Cvesies BUAY Sesmmen
the downward trajectory of unemployment have done . com

nothing to sway our conviction in delivering continued

outperformance in our Best Ideas portfolio.

As we warned in the May edition of our Best Ideas

Newsletter, investors interested in entering a position

in Facebook following its first trade in public markets O X1 Yok Al gl Feteriods
are setting themselves up for a near-term Rl by i S et
disappointment. Some of the blame for what probably

will forever be known as the “Faceplant” public

offering can possibly be assigned to Morgan Stanley (MS)

for upping the offer size and price range before the

Please see The US Remains Resilient...on page 2

Best Idea Ancestry.com Surges on

Buyout Rumors
By Valuentum Analysts

Best Ideas portfolio holding Ancestry.com (ACOM) surged on a report
from Bloomberg that said the firm is working with famous technology
banker Frank Quattrone’s Qatalyst Partners to sell itself to unlock
shareholder value. We believe the company is significantly undervalued,
and think the move, if confirmed, makes a lot of sense, given the
market’s reluctance to place an appropriate value on the firm's shares,
Ancestry.com, in our view, should get a substantial premium over its

current price if it were sold either to a strategic bidder or to a private-
equity consortium, given the firm's tremendous cash-flow generation

Please see Best /dea Ancestry.com...on page 12
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m’s Breadth of Coverage

Coverage

pecialized Teams - collectively focused on
th and depth of coverage via qualitative
uantitative analysis.

sive Coverage across Market
alizations

Ing our Subscriber Base

allocate resources to cover firms that are
interest to our subscribers and clients.




onal Services

our offering for financial advisors plus:

a feed that runs the gamut of Valuentum data points
our estimated fair value, price-to-fair value,

ntum® Buying Index™ to normalized earnings and
A and a variety of technical and momentum

ures.

mized research and analysis that provides an objective
n on under-followed firms. Each opinion is backed by
sive qualitative analysis and an interactive discounted
flow model. You also have access to our analyst team.

n to develop and maintain your valuation infrastructure
uild customized platforms that meet your screening
nalytical needs.




itive Advantages of Valuentum’s
h

tely independent - NO conflicts of interest
y and systematic application of analytical

ue estimates and in-depth dividend analysis

hensive equity research provider — from deep
rough momentum investing

and depth of coverage ~
ment to expanding coverage ,__
performance track record EEE.

n expertise
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or attending!

ur feedback. Please contact us at:
AtUMm.com.

our academic white paper on
nvesting:

NEltentum.com/articles/20120528

SRtlm2.ssl.subhub.com/subscribe




Disclaimer

ned in this slide deck (presentation) is not represented or warranted to be accurate, correct, complete,
are for informational purposes only and should not be considered a solicitation to buy or sell any
mentioned herein may not be suitable for all types of investors. The information contained in this
nstitute any advice, and especially on the tax consequences of making any particular investment

is not intended for any specific type of investor and does not take into account an investor's particular
financial situation or needs. This document is not intended as a recommendation of the securities
icular investment strategy. Before acting on any information found in this document, readers should

an investment is suitable for their particular circumstances, perform their own due-diligence, and if
ional advice. Assumptions, opinions, and estimates are based on our judgment as of the date of the
ubject to change without notice. Valuentum is not responsible for any errors or omissions or for results
of this document and accepts no liability for how readers may choose to utilize the content. In no event
le to any party for any direct, indirect, incidental, exemplary, compensatory, punitive, special or

s, costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits and
nnection with any use of the information contained in this document. Investors should consider this
gle factor in making their investment decision. Redistribution is prohibited without written permission.

n about Valuentum's products and services, please contact us at valuentum@valuentum.com.




