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Associate Analyst Program: 
Learn Investing the Right Way – Along With  
Cutting-Edge Technology 
Important Disclosure Information is contained on the last page of this report. The recipient of this report is directed to read these disclosures. david.trainer@newconstructs.com 
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1. What kind of firm is New Constructs, LLC? 

2. What is our purpose? 

3. What exactly do analysts do? 

• What’s the experience like? 

4. How does our work impact the business and markets? 

5. How does our technology work? 

 

AGENDA 
Investment Analyst Webinar 
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WALL STREET’S BIG SECRET  
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Stock Research/Recommendations Are Biased & Incomplete 
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EVIDENCE: EPS & EARNINGS MANIPULATION 
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MarketWatch.com and Financial Times headlines 

MarketWatch.com 8/18/2015: Survey of 500+ CFOs 

1. “20% of CFOs say earnings are fudged” 

2. “Magnitude of misrepresentation is… 10%” 

3. [sell side] “Analysts usually don’t actively detect poor earnings 

quality.” 

 

Financial Times 8/12/2015: Wall Street analyst confesses 

1. “Why a buy is not really a buy” – Integrity Research 

2. “Brown-Nosed Buy”, “Client Driven Buy”, “Industry Buy” and  

“Neglect” 

3. Ignored by institutional investors, dangerous to the rest 

 

 

http://www.marketwatch.com/story/cfos-themselves-say-earnings-are-fudged-2015-08-18�
https://www.newconstructs.com/wp-content/uploads/2015/08/A-stockpicker-confesses-to-recommendations-you-should-not-buy-FT.pdf�
https://www.integrity-research.com/when-a-buy-isnt-really-a-buy/�
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AVERAGE LENGTH OF 10-Ks IS QUITE LONG 
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Keeping Up With the Disclosures is Nearly Impossible 
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DISCLOSURE TRENDS ARE NOT YOUR FRIEND 
More Data, More Noise, More Complexity 
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• Filings have grown to 200+ pages 

(That’s longer than the average novel.) 

• Increasingly complex and time-consuming work 

• Accounting rules are constantly changing 
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Management’s Influence on Profits Micro and Macro Views 
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Distribution of Return On 
Plan Asset Assumptions 

Auditors & investors need to know this data. 

• Raising the expected Return on Plan Assets 

(EROPA) reduces reported pension expense. 

• The mean EROPA for 2014 was 6.5%. Roughly 

55% of companies expect a long-term return 

on plan assets between 6.5% and 7.5%. 

• Virtusa Corp (VRTU) has the most aggressive 

assumptions, with EROPA of 10.38%, followed 

by Exlservice Holdings (EXLS) at 9%. 
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TECHNOLOGY IS CHANGING INVESTING 

Technology 

2 

More Competition: Robo Advisors & Index Funds 
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WE MAKE TECHNOLOGY WORK FOR YOU 
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Robo Analyst 



Confidential - New Constructs, LLC 10 

MACHINES CAN BE BETTER AT SOME FORMS OF DILIGENCE 
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MACHINE LEARNING FROM EXPERTS 
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Human-Validated Parsing Instructions from 120,000+ Filings 
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SHOW CLIENTS YOU CARE 
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Key Benefits 
1. More insights, less cost 

2. More risk management 

3. More trust from clients 

4. More diligence 

a. Independent 

b. Forensic 

c. Comprehensive 

d. Objective 

5. Better fulfillment of fiduciary duties 
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New Constructs has no trading, corporate or banking ties – no 

conflicts. 

• Morningstar gets paid by fund companies. Fund companies must 

license ratings from Morningstar to use them in marketing materials. 

New Constructs  = unadulterated expertise in accounting, 

finance and SEC filings. 

100% UNCONFLICTED 
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CLIENTS & PARTNERS 
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• Top hedge fund and institutional money managers 

• Top wealth management firms 

• Top advisors 

• Top accounting & consulting firms 

The Latest In Technology For The Best In the World 
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New Constructs, LLC 

• Founded in July 2002; became a hedge fund from 2007-2015; re-launched 

research business in 2014 

• Track record: model portfolios and research featured by Barron’s and CNBC 

• Expertise and experience: accounting, finance & technology 
 

David Trainer (CEO): 
Former auditor and executive compensation consultant with Arthur Andersen, equity analyst 

at Credit-Suisse and hedge fund manger.  

Lee Moneta-Koehler (COO): 
Former Director of Research and equity analyst at New Constructs. 10+ years of 

experience developing financial technology.  

Rich Brashears (CTO): 
Former VP of Research & Development for Cadence Design Systems, the leader in 

electronic design automation. 20 years experience defining and developing complex 

software for use in the design of electronics.   

LEADERSHIP  - WHO WE ARE 
Experience & Expertise 

https://www.newconstructs.com/2014-barrons-features-research-aol-dnkn-lnkd-nflx-etc/�
https://www.newconstructs.com/about-us/new-constructs-news-media-appearances/�
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1. Training 

• 2 weeks of classroom training with David Trainer (no pass 

no play) 

• 5 months of systems and implementation training 

• Practice in applying principles learned in training 

2. Learn how to use our cutting-edge technology 

3. Produce research for clients, journalists, consultants and 

investors 

4. Improve our models and technology 

5. Make markets more efficient 

WHAT WE OFFER – THE INVESTMENT WE MAKE 
Associate Analyst Program 
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1. We invest a great deal in our new analysts. 

• Accounting, finance and technology training 

• Very cooperative & empowering environment 

• 100% transparency for all processes 

• Internal wiki for everything 

2. No ceiling for your ability to contribute and advance.  

• Join talented individuals who care to do things the right 

way. 

• Improve our models and technology. 

• Make markets more efficient. 

WHAT MAKES NEW CONSTRUCTS UNIQUE 
Associate Analyst Program 
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RESEARCH TECHNOLOGY PLATFORM 
Data Collection & Modeling Under One Roof 
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We created our own data collection technology to provide high integrity models to clients. 

The data feeds are not reliable enough to trust.  
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• 2.2% of revs from pension, abnormally high 
return on plan asset assumption 8.7%  

• Underfunded by $2.6B or 3x the market cap 
at the time 

• Valuation implied 10% CAGR in NOPAT for 
11 years 

• Down 90% while S&P 500 was down ~3%,  
no longer under coverage 

*This graph was created based on information collected and analyzed by New Constructs, LLC. New Constructs regularly  
gathers information from over 3,000 companies’10Ks, including the Notes to the Financial Statements and MD&A.   

EARLY INDICATOR FOR BANKRUPTCY 

Report on Eastman Kodak (EKDKQ.PK) on 3/21/2011 

19 

2010 10-K Revealed 

Abnormal Pension Assumptions 

http://blog.newconstructs.com/2011/03/22/dead-company-walking-sell-eastman-kodak-ek/�
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EARLY INDICATOR FOR FRAUD 
Dynegy (DYN) Fraud Case 2012 – Defrauding Creditors 

20 

1. Asset transfer in subsidiaries found to be fraudulent 

2. Benefited activist investor Carl Icahn, with two board representatives at DYN 

3. New Constructs rating before fraud charges: Very Dangerous  

4. Write-Downs in 3-yrs prior to fraud: 16 charges totaling $3.85bn (346% net assets) 
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MORE NEEDLES, BIGGER HAYSTACKS 

21 
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Over the last 5+ Years, we found 32,583 write-downs. 
  

32,583 

0 
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# of Write-Downs 

Total - 3000+ companes 

ASSET WRITE-DOWNS ARE A RED FLAG 



Confidential - New Constructs, LLC 

PORTFOLIO TRACKING & ALERTS 
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DETAILED RATINGS, MODELS & REPORTS 
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STOCK, ETF & MUTUAL FUND SCREENING 
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VERSUS OTHER RESEARCH OFFERINGS 

26 

Coverage 
Cash Flow Focus  

(Non-GAAP) 
Consistent Due 

Dilligence 
Transparency/Links 

To 
Independence 

Stocks ETFs 
Mutual 
Funds 

ROIC & 
Economic 
Earnings 

Reverse 
DCF 

Footnotes MD&A Models 

SEC 
Filings/ 
Source 
Data 

Not Paid By 
Funds or 

Companies 
Covered 

No 
Banking or 

Trading 
Revenues 

New Constructs √ √ √ √ √ √ √ √ √ √ √ 

CFRA limited     √ ?  1/2    1/2   √ √ 

Credit-Suisse HOLT √     √ √     √       

MorningStar √ √ √ √             √ 

EVA Dimensions √     √           √ √ 

S&P Capital IQ √                   √ 

Zack's √                   √ 

Other Sell-Side √                     

Valuentum.com √ √           √   √ √ 

Finbox.io √             √   √ √ 

GuruFocus √     √           √ √ 

Other Firms √                  ? ? 
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Document Procurement System 

 
 

 

 

Data Extraction &Automated Parsing 

 

 

 

 

 

  

  

Data Modeling & 

Analytics Engines 

Financial Data 

Rules 

Engine 

Pattern 

Engine 
Machine 

Learning 

Engine 

Statistical Comparison Engine  

Cleaning Processing and Loading 

Data Prep: Consistency Processing 

Analytics - Reporting 

Custom and Comparative Analytics 

Combined with  Interactive Analysis 

Filings 

Other Financial Client 
SEC 

Human Identification & 

Validation 

Vast (120,000 filings), Expert-Verified 
Knowledge Base 

• Decades of modeling and validation 

Proven, Scalable Machine Learning 

• Uses every human interaction, grows 

with each parsed filing 

• Production-proven learning system 

across syntactic, semantic, and 

modeling domains 

Extensible & Customizable  

• Plug into multiple business processes 

• Audit 

• Capital budgeting 

• Investor relations 

• Data mining 

2 

1 

3 

5 

Mining 

Engine 

4 

VALUE INVESTING AT SCALE 
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ORIGINAL MACHINE LEARNING ENVIRONMENT 
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SIMPLE TECHNOLOGY = HUGE EFFICIENCY 
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Appendix 
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Expertise 

• 30 years of accounting and finance 

• 50 years of programming 

Execution (technology that works) 

• A stable and sophisticated machine learning environment (running for 13 years) 

• High profile clients, media accolades and stock picking track record 

 

More Expertise 

• Parsed 120,000 filings (80,000 10-Ks; 40,000 10-Qs) 

• Human verified data and validated parsing 

• Serves variety of clients 

• Automation and consistency checking – 1000s data check algorithms 

• 5,000 earnings quality and valuation models (excludes ETFs and mutual funds) 

Better Execution (technology that learns) 

KEY ASSETS OF THE FIRM 
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Free Cash Flow: NOPAT minus Change in Invested Capital 
 How We Compare to traditional approaches to FCF 

Traditional 

Approach 

 Quick and Dirty 
More 

Comprehensive 

New Constructs 

Approach 

 

Cash Flow 
from Ops EBIT - taxes EBIT - taxes NOPAT 

 

 

 

 

 

-  Capex 

 

 

 

 

 

 

- Capex less 
depreciation 

 

 

- Change in Net 
Working Capital 

 

 

- Change in Net Working 
Capital (excludes 

excess cash) 

 

- Capex less 
depreciation 

- Acquisitions 

+  Divestitures 

 

- Change in Fixed Assets 

= Free Cash 
Flow 

= Free Cash 
Flow 

 

=  Free Cash Flow 

 

=  Free Cash Flow 

CALCULATIONS: ATTENTION TO DETAILS 

https://www.newconstructs.com/nopat-definition-and-formulae/�
https://www.newconstructs.com/invested-capital-definition-and-formulae/�
https://www.newconstructs.com/excess-cash/�
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New Constructs®, LLC (together with any subsidiaries and/or affiliates, New Constructs®) is an independent organization with no management ties to the companies it covers.  None of 

the members of New Constructs’ management team or the management team of any New Constructs’ affiliate holds a seat on the Board of Directors of any of the companies New 
Constructs covers.  New Constructs does not perform any investment or merchant banking functions and does not operate a trading desk.   

New Constructs’ Stock Ownership Policy prevents any of its employees or managers from engaging in Insider Trading and restricts any trading whereby an employee may exploit inside 
information regarding our stock research.  In addition, employees and managers of the company are bound by a code of ethics that restricts them from purchasing or selling a security 
that they know or should have known was under consideration for inclusion in a New Constructs report nor may they purchase or sell a security for the first 15 days after New 
Constructs issues a report on that security. 

 
New Constructs is affiliated with Novo Capital Management, LLC, the general partner of a hedge fund. At any particular time, New Constructs’ research recommendations may not 

coincide with the hedge fund’s holdings.  However, in no event will the hedge fund receive any research information or recommendations in advance of the information that New 
Constructs provides to its other clients.  

 

DISCLAIMERS  

The information and opinions presented in this report are provided to you for information purposes only and are not to be used or considered as an offer or solicitation of an offer to buy or 
sell securities or other financial instruments. New Constructs has not taken any steps to ensure that the securities referred to in this report are suitable for any particular investor and 
nothing in this report constitutes investment, legal, accounting or tax advice. This report includes general information that does not take into account your individual circumstance, 
financial situation or needs, nor does it represent a personal recommendation to you. The investments or services contained or referred to in this report may not be suitable for you 
and it is recommended that you consult an independent investment advisor if you are in doubt about any such investments or investment services. 

 
Information and opinions presented in this report have been obtained or derived from sources believed by New Constructs to be reliable, but New Constructs makes no representation as 

to their accuracy, authority, usefulness, reliability, timeliness or completeness. New Constructs accepts no liability for loss arising from the use of the information presented in this 
report, and New Constructs makes no warranty as to results that may be obtained from the information presented in this report. Past performance should not be taken as an indication 
or guarantee of future performance, and no representation or warranty, express or implied, is made regarding future performance. Information and opinions contained in this report 
reflect a judgment at its original date of publication by New Constructs and are subject to change without notice. New Constructs may have issued, and may in the future issue, other 
reports that are inconsistent with, and reach different conclusions from, the information presented in this report. Those reports reflect the different assumptions, views and analytical 
methods of the analysts who prepared them and New Constructs is under no obligation to insure that such other reports are brought to the attention of any recipient of this report.  

 
New Constructs’ reports are intended for distribution to its professional and institutional investor customers. Recipients who are not professionals or institutional investor customers of 

New Constructs should seek the advice of their independent financial advisor prior to making any investment decision or for any necessary explanation of its contents.   
 
This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or jurisdiction where such 

distribution, publication, availability or use would be contrary to law or regulation or which would be subject New Constructs to any registration or licensing requirement within such 
jurisdiction.  

 
This report may provide the addresses of websites. Except to the extent to which the report refers to New Constructs own website material, New Constructs has not reviewed the linked 

site and takes no responsibility for the content therein. Such address or hyperlink (including addresses or hyperlinks to New Constructs own website material) is provided solely for 
your convenience and the information and content of the linked site do not in any way form part of this report.  Accessing such websites or following such hyperlink through this report 
shall be at your own risk.  

 
All material in this report is the property of, and under copyright, of New Constructs. None of the contents, nor any copy of it, may be altered in any way, copied, or distributed or 

transmitted to any other party without the prior express written consent of New Constructs. All trademarks, service marks and logos used in this report are trademarks or service 
marks or registered trademarks or service marks of New Constructs. 

 
Copyright New Constructs, LLC 2003 to present. All rights reserved. 

DISCLOSURES & DISCLAIMERS 
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