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About 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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About 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 
aggressive 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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About the Valuentum Team

 Two Teams
 Qualitative Focus – Headed by Director RJ Towner

 Competitive Advantages
 Long-term Growth Potential
 Financial Health 
 Corporate Governance
 Dividend and Yield Analysis

 Quantitative Focus – Headed by President Brian Nelson
 Valuentum® Value Rating™
 Valuentum® Buying Index™
 Valuentum® Dividend Cushion™
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What Is Valuentum Investing?

 Our Strategy Incorporates the Thoughts of 
Investing Giants

 Not Only Value Investing – Benjamin Graham
 Not Only Growth Investing – T. Rowe Price, Jr.
 Not Only GARP Investing – Peter Lynch
 Not Only Income/Dividend Growth Investing
 Not Only Momentum Investing – Richard 

Driehaus
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What Is Valuentum Investing?

“We’re looking for companies that are undervalued—
both on a discounted cash flow basis and versus 
peers—have strong growth potential, have strong 
competitive advantages, have a solid track record of 
creating economic profits for shareholders with 
reasonable risk, are strong cash-flow generators, 
have manageable financial leverage, and are 
currently showing bullish technical and momentum 
indicators.”
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We Focus on the Sweet Spot of Investing: 
Undervalued Stocks Converging to Intrinsic Value

Stocks with Good 
Value But Poor 
Momentum –
Equity Neutral

Stocks with Poor 
Value But Good 
Momentum –
Equity Neutral

Valuentum Stocks 
Stocks with Good 
Value and Good 
Momentum 
Comprise Long 
Positions in 
Valuentum’s Best 
Ideas Portfolio
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The Valuentum Strategy Has the Greatest Profit 
Potential

Overvalued

Undervalued

= Value Strategy
= Valuentum Strategy

= Momentum Strategy
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How Valuentum Stocks in the Dow Jones Industrial 
Average Outperformed - Backtesting

 Our approach identified the best- and worst-performing portfolios (Jan 
1995 - May 2012) for long and short ideas, respectively.

Source: Nelson (2012)

Source: Nelson (2012)
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Empirical Evidence Reinforces Academia –
Real-time
 Our Best Ideas portfolio continues to outperform against a broad 

market benchmark (SPY)…in a big way.
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The Ultimate Multi-Factor Risk-Management 
Tool – the Valuentum Strategy

 The Valuentum
strategy 
generates an 
outsize return for 
each unit of risk.

 We focus on risk-
adjusted returns, 
not just returns.
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The Valuentum Strategy Helps Avoid Value Traps –
We Don’t Get Involved!

Overvalued

Undervalued
B
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The Valuentum Strategy Helps Avoid Overpriced 
Extremes – We Don’t Get Involved!

Overvalued

Undervalued

= Value Strategy
= Valuentum Strategy

= Momentum Strategy

B = Buy
S = Sell
H = Still Holding

= Buy & Hold Strategy

S
B

B H

B

Liquidity Squeeze 
Complicates Exit 
Point for Momentum 
Investors in This 
Example
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Long Example: EDAC Technologies (EDAC)
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EDAC Technologies: Fundamental 
Considerations

 EDAC Tech is supplier of precision components (jet engine parts, special tooling) to the 
aerospace sector. United Tech is its largest customer, and EDAC has secured a position on the 
firm's geared turbofan engine (high pressure compressor hubs, turbine disks), which is turning 
into a favorite powerplant among commercial OEMs in the narrowbody arena.

 EDAC Tech's backlog growth has been the best in the aerospace supply chain. The level stands 
at roughly $300 million, up from $140 million at the end of 2010 and just over $20 million in 
2005. We expect future orders to continue to be robust.

 We continue to believe the market is underestimating the tremendous operating leverage 
inherent to EDAC’s business model and the pace of earnings expansion going forward as its 
burgeoning backlog is recognized. In its most recent quarter, operating income jumped nearly 
70% thanks to roughly 270 basis points of operating margin expansion, to 10.8% of sales.

 Fair Value Estimate: $23 per share; Valuentum Buying Index Rating: 9.

 End Game: EDAC Tech announced that it would be acquired by Greenbriar Equity for $17.75 
per share in cash.
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Short Example: AMR Corp

“Is AMR’s Equity Practically 
Worthless”

Image Source: BigCharts
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AMR Corp: Fundamental Considerations
 AMR's pension obligations are staggering: ~$24 per share. Unlike peers that passed along their pension 

obligations to the Pension Benefit Guaranty Corporation via Chapter 11 reorganization (United Continental 
(UAL), Delta (DAL), etc.), AMR still retains this huge burden. The underfunded status, as of the end of last year, 
of its pension and retiree medical/other benefits obligations (OPEB) was an astounding $8 billion-plus. This is 
derived by taking the firm's projected benefit obligation (pension benefits: $12.97 billion; OPEB: $3.1 billion) 
less the fair value of the corresponding plan assets (pension: $7.7 billion; OPEB: $0.23 billion). Based on 
roughly 333 million diluted shares outstanding at the end of last year, this $8 billion-plus underfundedness
translates into a burden of roughly $24 per share.

 AMR's net debt load is massive: ~$17 per share. As of the end of the first quarter, AMR's net debt position 
stood at about $5.6 billion ($5.8 billion in cash and short-term investments less $11.4 billion in debt), excluding 
the capitalization of operating leases (which are also debt-like instruments). Again, using the 333 million diluted 
shares as the denominator, this represents about $17 per share. Importantly, investors should also be aware of 
the firm's other operating commitments that will inevitably pressure results and its cash position in the years 
ahead.

 If we value AMR's operating assets through a standard mid-cycle perpetuity function, we're looking at about $6 
billion to $7 billion in value (assuming a very generous 10% discount rate, given AMR's risk profile) -- not even 
close to the $13.7 billion equity investors need to break even.

 Fair Value Estimate: ~$0, Valuentum Buying Index Rating: 1.

 End Game: AMR Corp filed for Chapter 11 bankruptcy protection.
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Thought: Was Warren Buffett a Valuentum
Investor?

 Mr. Buffett has invested in 
undervalued stocks that have 
generated significant 
outperformance over time.

 By definition, these stocks have 
had both good value and good 
momentum characteristics.

 The Oracle of Omaha’s 
outperformance in part can be 
attributed to the Valuentum Style 
of Investing!

A Young Warren Buffett
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Investment Research 
Services

 Stocks, Dividends, and 
ETFs
 An unmatched value 

for the Financial 
Advisor and 
Individual Investor

 Fully transparent 
research services and 
best-in-class support
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Investment Research Services

 For Financial Advisors & Individual Investors
 16-page Stock Reports (available in PDF form)
 Stock Dividend Reports (available in PDF form)
 Earnings Reports, Industry Outlooks and Company Spotlights
 Quarterly Publications: Dividend100, Ideas100, DataScreener500
 Actively Managed Portfolios

 Best Ideas Newsletter (available in PDF form)
 Dividend Growth Newsletter (available in PDF form)

 For Institutional Customers
 Licensed Proprietary Data Feed (VVR, VBI, VDC)
 Customized Research & Analysis
 Development & Maintenance of Valuation Infrastructure
 Fully-populated DCF Valuation Models
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Analyst Research Reports & Updates

 Valuentum’s reports are easy-to-use and to-the-
point. The front page is a summary of everything 
in the report.

 Research reports, industry outlooks, company 
spotlights are available in PDF format to use as 
you see fit in your practice.
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 Our 16-page Stock 
Report covers a variety 
of investment 
perspectives.

 Evaluates firms on a 
dozen different 
measures, from the 
firm's ROIC (economic 
value creation), growth 
and cash flow generation 
to the stock's money flow 
index and 
upside/downside volume.

 Contains qualitative and 
firm-specific 
commentary.
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 Our Dividend 
Reports assess the 
growth and safety 
of a company’s 
dividend.

 Our evaluation is 
forward-looking, 
insightful and 
systematically 
applied across our 
coverage universe.
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The Valuentum® Dividend Cushion™ Helps 
Dividend Growth Investors Avoid Dividend Cuts

 The Valuentum Dividend 
Cushion measure has 
predicted, in real-time, 
the dividend cuts, of 
SuperValu (SVU), 
Roundy’s (RNDY), Dover 
Downs (DDE), Strayer
(STRA), Exelon (EXC), 
Cliffs Natural (CLF), 
Pitney Bowes (PBI), 
CenturyLink (CTL) and JC 
Penney (JCP)…
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 The breadth of our 
equity coverage 
universe allows us 
to calculate an 
estimated fair value 
on each ETF.

 Our ETF ratings are 
actionable and 
forward-looking.



©2012 Valuentum Securities Inc. All rights reserved.

Actively Managed Portfolios

 Valuentum offers two 
actively-managed 
portfolios that 
generate rewarding 
ideas to help with 
various investing 
decisions.
 Best Ideas 

Newsletter
 Dividend Growth 

Newsletter
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Dividend100, Ideas100, and DataScreener500
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Valuentum’s Breadth of Coverage

 Analyst Coverage
 Two Specialized Teams – collectively focused on 

breadth and depth of coverage via qualitative 
and quantitative analysis.

 Extensive Coverage across Market 
Capitalizations

 Serving our Subscriber Base
We allocate resources to cover firms that are 

of interest to our subscribers and clients.
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Institutional Services

 Includes our offering for financial advisors plus:
 A data feed that runs the gamut of Valuentum data points 

from our estimated fair value, price-to-fair value, 
Valuentum® Buying Index™ to normalized earnings and 
EBITDA and a variety of technical and momentum 
measures.

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

 Option to develop and maintain your valuation infrastructure 
and build customized platforms that meet your screening 
and analytical needs.
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Competitive Advantages of Valuentum’s
Approach

 Completely independent - NO conflicts of interest
 Integrity and systematic application of analytical 

process
 Fair value estimates and in-depth dividend analysis
 Comprehensive equity research provider – from deep 

value through momentum investing
 Breadth and depth of coverage
 Commitment to expanding coverage
 Strong performance track record
 Valuation expertise
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Thank you for attending!

 We want your feedback. Please contact us at: 
info@valuentum.com.

 To download our academic white paper on 
Valuentum Investing:
http://www.valuentum.com/articles/20120528

 To subscribe:
https://valuentum2.ssl.subhub.com/subscribe
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Standard Disclaimer
The information contained in this slide deck (presentation) is not represented or warranted to be accurate, correct, complete, 
or timely. These slides are for informational purposes only and should not be considered a solicitation to buy or sell any 
security. The securities mentioned herein may not be suitable for all types of investors. The information contained in this 
document does not constitute any advice, and especially on the tax consequences of making any particular investment 
decision. This material is not intended for any specific type of investor and does not take into account an investor's particular 
investment objectives, financial situation or needs. This document is not intended as a recommendation of the securities 
highlighted or any particular investment strategy. Before acting on any information found in this document, readers should 
consider whether such an investment is suitable for their particular circumstances, perform their own due-diligence, and if 
necessary, seek professional advice. Assumptions, opinions, and estimates are based on our judgment as of the date of the 
presentation and are subject to change without notice. Valuentum is not responsible for any errors or omissions or for results 
obtained from the use of this document and accepts no liability for how readers may choose to utilize the content. In no event 
shall Valuentum be liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive, special or 
consequential damages, costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits and 
opportunity costs) in connection with any use of the information contained in this document. Investors should consider this 
document as only a single factor in making their investment decision. Redistribution is prohibited without written permission. 

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


