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Important Disclosure Information is contained on the last page of this report.   
The recipient of this report is directed to read these disclosures. 

 

These Firms Will Keep Creating Shareholder Value After 2Q21  
2Q21 earnings reveal these three Long Ideas continue to have strong upside potential. Their businesses are 
aligned with favorable market trends and positioned to grow profits over the long term, but their stocks are priced 
for permanent profit decline. This week’s Long Ideas are Insight Enterprises, Inc. (NSIT: $97/share), Cummins 
Inc. (CMI: $234/share), and CVS Health Corp (CVS: $83/share).  

 

 

We leverage more reliable fundamental data, proven in The Journal of Financial Economics1, with qualitative 
research to highlight these firms whose stocks present excellent risk/reward. 

Figure 1: Long Idea Performance: From Date of Publication Through 8/10/2021 
 

Company Ticker 
Earnings 

Date 
Over(Under)performance 

vs. S&P 500 

Insight Enterprises, Inc. NSIT 8/5/2021 19% 

Cummins Inc. CMI 8/3/2021 (4%) 

CVS Health Corp CVS 8/4/2021 (46%) 
 

Sources: New Constructs, LLC 
Performance measured from the date of publication of first Long Idea report for each stock. Dates can be seen in each company section 
below. Performance represents price performance and is not adjusted for dividends. 

Insight Enterprises Has 62%+ Upside 

We made Insight Enterprises a Long Idea in August 2018. Since then, the stock has outperformed the S&P 500 
by 19% and still has more upside. 

What’s Working: Net sales increased 13% year-over-year (YoY) in 2Q21, and management now believes that 
sales will grow at the “high-end” of previous guidance of 4% to 8% in 2021. 

Strong client demand for cloud-based solutions drove Insight Enterprise’s 22% YoY increase in cloud services 
gross profit. The firm’s cloud business generated 22% of its total gross profit in 2Q21. Additionally, the 
heightened awareness and occurrence of cyber attacks boosts demand for the firm’s security business. 

Insight Enterprises’ combination of strong business relationships, quality customer service, knowledgeable 
consultants, and integration of hardware and software solutions, creates an offering that add value to both 
customers and shareholders. The firm’s economic earnings have grown from $12 billion in 2015 to $96 billion 
over the trailing twelve months (TTM). 

The pandemic accelerated many firms’ utilization of technological solutions to meet business needs. Going 
forward, businesses’ increased dependence on technology and data/analytics creates opportunities for 
continued profit growth for Insight Enterprises. Independent research firms expect strong growth in the major 
markets Insight Enterprises services.  

• Allied Market Research estimates global cloud services will grow 16% compounded annually through 
2030 

• Grand View Research anticipates the artificial intelligence market to grow 40% compounded annually 
from 2021 to 2028 

• ResearchAndMarkets forecasts the global ecommerce market will grow 14% compounded annually 
through 2030 

 
1 Our research utilizes our Core Earnings, a more reliable measure of profits, proven by professors at Harvard Business School & MIT Sloan.  

Learn more about the best fundamental research 

http://blog.newconstructs.com/
https://www.newconstructs.com/category/stock-plays-of-the-week/
https://www.newconstructs.com/evidence-on-the-superiority-of-our-earnings-data/
https://www.sciencedirect.com/science/article/abs/pii/S0304405X21001550
https://www.newconstructs.com/this-value-add-reseller-creates-real-value/
https://www.newconstructs.com/education/education-close-the-loopholes/education-economic-earnings/
https://www.alliedmarketresearch.com/cloud-services-market
https://www.grandviewresearch.com/press-release/global-artificial-intelligence-ai-market
https://www.researchandmarkets.com/reports/5134760/global-e-commerce-market-2020-2030-by-trade
https://www.newconstructs.com/education-core-earnings-earnings-distortion/
https://www.newconstructs.com/email-sign-up-best-fundamental-research/
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What’s Not Working: As with many other industries, semiconductor shortages impact Insight Enterprises’ 
operations due to supply constraints and longer lead times to fill hardware orders. However, this disruption is 
expected to be temporary and widespread through the market, so we believe Insight Enterprises is not likely to 
lose market share over the issue.  

While the firm’s large hardware and software sales grew 15% YoY in 2Q21, there are signs that elevated 
demand for hardware brought on by the pandemic may begin to ease. For example, the firm’s Chromebook 
supply levels rose quarter-over-quarter, which could indicate the market has largely met the increased demand 
from educational institutions during the pandemic. 

NSIT Still Priced for Permanent Profit Decline: Insight Enterprises’ price-to-economic book value (PEBV) ratio 
is 0.9. This ratio implies that the market expects Insight Enterprises’ profits will permanently decline by 10%. 

Below, we use our reverse discounted cash flow (DCF) model to analyze the expectations for future growth in 
cash flows baked into a couple of stock price scenarios for Insight Enterprises. 

In the first scenario, we assume Insight Enterprises’: 

• net operating profit after-tax (NOPAT) margin falls to 2% (five-year average vs. 3% TTM) from 2021 
through 2030, and  

• revenue grows at a <1% CAGR from 2021 to 2030 (vs. five-year CAGR of 9% from 2015-2020)  

In this scenario, Insight Enterprises’ NOPAT falls by <1% compounded annually over the next decade and the 
stock is worth $97/share today – equal to the current price. See the math behind this reverse DCF scenario. For 
reference, Insight Enterprises grew NOPAT by 11% compounded annually over the past decade.   

Shares Could Reach $157 or Higher: If we assume Insight Enterprises: 

• maintains its TTM NOPAT margin of 3% from 2021 through 2030, and 
• grows revenue at a 4% CAGR from 2021 to 2030 (less than half its five-year CAGR), then 

the stock is worth $157/share today – 62% above the current price. See the math behind this reverse DCF 
scenario. In this scenario, Insight Enterprises’ NOPAT grows 4% compounded annually over the next decade, 
which is well below Insight Enterprises’ 8% NOPAT CAGR since 2000.  

Should Insight Enterprises grow profits closer to historical levels, the upside in the stock is even greater.  

Figure 2: Insight Enterprises’ Historical and Implied NOPAT: DCF Valuation Scenarios 
 

 
 

Sources: New Constructs, LLC and company filings 
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Moderate Growth Implies NSIT Has 62% Upside

Historical NOPAT Implied NOPAT in Current Stock Price Implied NOPAT in $157/share

Implied future NOPAT

Implied Share 
Price = $157

Current Share 
Price = $97

http://blog.newconstructs.com/
https://www.bloomberg.com/graphics/2021-semiconductors-chips-shortage/
https://www.newconstructs.com/education-economic-book-value/
https://www.newconstructs.com/education-close-the-loopholes-how-our-dcf-works/
https://www.newconstructs.com/education-net-operating-profit/
https://www.newconstructs.com/wp-content/uploads/2021/08/NewConstructs_DCF_NSITjustification_2021-8-11.png
https://www.newconstructs.com/wp-content/uploads/2021/08/NewConstructs_DCF_NSITvaluation_2021-8-11.png
https://www.newconstructs.com/wp-content/uploads/2021/08/NewConstructs_DCF_NSITvaluation_2021-8-11.png
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Cummins Can Go 76%+ Higher 

We made Cummins a Long Idea in November 2018. While the stock has slightly underperformed the market 
since then, we continue to see upside in the stock. 

What’s Working: Sales were up 59% YoY in 2Q21, which shows the firm’s operations are recovering from 
pandemic-driven disruptions in 2020. The firm’s power generation segment had a strong quarter as sales grew 
48% YoY with increased recreational vehicle, standby power, and datacenter demand. Overall, the firm is 
guiding 2021 total revenue to increase 20% to 24% YoY. 

Elevated freight activity in North America is responsible for higher contract rates and greater fleet profitability, 
while high commodity prices are supporting mining operations. These end markets are using good times to 
improve their equipment, and Cummins is seeing strong demand for heavy duty trucks.  

With 35% market share in 2020, Cummins installs more class 8 heavy-duty engines than any other manufacturer 
in North America. The firm has even more dominance in the heavy-duty engines under 10 liters market segment 
where the firm improved its share from 78% in 2017 to 87% in 2020. 

As the world focuses on reducing carbon emissions, Cummins is strategically investing in an electric-driven 
future using hydrogen fuel cells. Toyota, the world’s second largest automaker, already promotes the use of 
hydrogen fuel cells as an effective means to achieve carbon neutrality, and Cummins believes the same can be 
achieved in the heavy-duty market. Hydrogen fuel cell technology is particularly appealing in the long-haul 
trucking market because it offers longer range, weighs less, and is faster to refuel compared to current battery 
technology. Major truck suppliers – Daimler, Paccar (PCAR), Volvo (VLVLY), and Navistar – who are both 
competitors and customers of Cummins are focused on adopting hydrogen fuel cell technology in their trucks. 

Cummins is using its industry relationships and scale to grow its hydrogen fuel cell business. The firm will 
increase its hydrogen generating capacity through its recent joint venture agreement with Sinopec. Additionally, 
Cummins is partnering with Air Products to help bring its heavy duty truck fleet to zero emissions. With these 
partnerships, Cummins plans to deliver 2,000 heavy duty trucks equipped with hydrogen fuel cell electric 
powertrains by the middle of the decade. 

What’s Not Working: While heightened freight demand may be good for Cummins’ top line, the firm incurred an 
additional $100 million in additional freight labor and logistics costs in 2Q21. For the year, Cummins anticipates 
$295 million in additional logistics costs. 

Longer term, with the future of combustible engines in great doubt, the firm will likely be forced to transition its 
business to largely unproven EV operations. By so doing, the firm must re-establish its 100-year+ reputation for 
quality that currently drives strong customer loyalty. If the firm is unable to effectively transition its business, or if 
regulatory bodies accelerate customer demand faster than its ability to change, Cummins’ future could be in 
jeopardy. However, this risk is not specific to Cummins and applies to all auto/auto parts manufacturers.  
Cummins is already leveraging its extensive experience and relationships with end users to develop powertrain 
technology to meet customer demand. 

Cummins’ customers are also its competition. If any of the major truck manufacturers seize electrification as an 
opportunity to vertically integrate operations, Cummins would have fewer customers. However, if Cummins 
applies its focus and commitment to developing high-quality, electric powertrains as it has with traditional 
engines over the past century, we expect customer demand for Cummins electric powertrains will be high. 

CMI Is Still Priced for Permanent Profit Decline: Cummins’ price-to-economic book value (PEBV) ratio is 0.7. 
This ratio implies that the market expects Cummins’ profits will permanently decline by 30%. 

Below, we use our reverse DCF model to analyze the expectations for future growth in cash flows baked into a 
couple of stock price scenarios for Cummins. 

In the first scenario, we assume Cummins’: 

• NOPAT margin falls to 9% (vs. 10% TTM) from 2021 through 2030, and  
• revenue falls by 1% compounded annually from 2021 to 2030 (vs. consensus CAGR of 10% for 2021-

2023)  

http://blog.newconstructs.com/
https://www.newconstructs.com/keep-on-trucking-with-this-undervalued-stock/
https://www.ttnews.com/articles/cummins-top-supplier-class-8-engines-2020
https://www.ttnews.com/articles/cummins-top-overall-supplier-class-8-diesel-engines-2017
https://www.ttnews.com/articles/cummins-top-supplier-class-8-engines-2020
https://global.toyota/en/newsroom/corporate/34799439.html
https://www.newconstructs.com/education-economic-book-value/


   LONG IDEAS 8/11/21 

 

Page 4 of 9 

 

In this scenario, Cummins’ NOPAT falls by 1% compounded annually over the next decade and the stock is 
worth $234/share today – equal to the current price. See the math behind this reverse DCF scenario. For 
reference, Cummins grew NOPAT by 5% compounded annually over the past decade.   

Shares Could Reach $411 or Higher: If we assume Cummins: 

• maintains its TTM NOPAT margin of 10%, (its five-year average) from 2021 through 2030, and 
• revenue grows at a 10% CAGR through 2023 (same as consensus 2021-2023 CAGR), and  
• revenue grows 2% a year from 2024 - 2030 (extension of 2023 consensus estimate), then 

the stock is worth $411/share today – 76% above the current price. See the math behind this reverse DCF 
scenario. In this scenario, Cummins grows NOPAT by 6% compounded annually over the next decade. For 
reference, Cummins grew NOPAT by 8% compounded annually over the past five years. 

Should Cummins grow profits closer to historical levels, the upside in the stock is even greater.  

Figure 3: Cummins’ Historical and Implied NOPAT: DCF Valuation Scenarios 
 

 
 

Sources: New Constructs, LLC and company filings 

CVS Health Has 71%+ Upside Even If Profits Permanently Decline 

We made CVS Health a Long Idea in October 2018. Though the stock has underperformed the S&P 500 since 
then, we believe it still provides attractive risk/reward. 

What’s Working: Total revenue was up 11% YoY in 2Q21 and the firm raised its EPS and cash flow from 
operations outlook for the year. CVS Health continues to grow its vertically integrated business by launching a 
new clinical trials services segment during the quarter. 

The firm’s acquisition of Aetna at the end of 2018 was valued at $70 billion, and while shareholders typically end 
up worse off after large acquisitions, the Aetna acquisition has created shareholder value. Economic earnings 
have grown from $3.1 billion in 2018 to $5.2 billion over the TTM. The acquisition has also led to large free cash 
flow (FCF) generation. Over the past two years, the firm generated $27.4 billion (25% of market cap) in FCF. 

CVS Health has the leading market share in two of its three operating segments. The firm is the largest 
pharmacy in the U.S., with ~25% share of the prescription drug market. Additionally, CVS Health’s pharmacy 
benefit management (PBM) segment, which helps insurance companies manage prescription drug costs, has a 
market share of 32%, which is larger than all competitors including Cigna’s (CI) 24% share and UnitedHealth’s 
(UNH) 21% share. 

What’s Not Working & Potential Risks to the Business: The firm lost a large customer in 2Q21 in its health 
care benefits segment which led to a decline of 116 thousand (<1% of total members) members. 
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Consensus Implies CMI Has 76% Upside

Historical NOPAT Implied NOPAT in Current Stock Price Implied NOPAT in $234/share

Implied future NOPAT

Current Share 
Price = $234

Implied Share 
Price = $411

http://blog.newconstructs.com/
https://www.newconstructs.com/wp-content/uploads/2021/08/NewConstructs_DCF_CMIjustification_2021-8-11.png
https://www.newconstructs.com/wp-content/uploads/2021/08/NewConstructs_DCF_CMIvaluation_2021-8-11.png
https://www.newconstructs.com/wp-content/uploads/2021/08/NewConstructs_DCF_CMIvaluation_2021-8-11.png
https://www.newconstructs.com/buy-this-healthcare-giant-on-acquisition-catalyst/
https://www.newconstructs.com/education-free-cash-flow/
https://www.statista.com/statistics/734171/pharmacies-ranked-by-rx-market-share-in-us/
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CVS Health competes in three different segments of the healthcare market, all of which have unique challenges. 
The firm’s retail, PBM, and insurance segments account for 34%, 37%, and 28% of total 2Q21 revenue, 
respectively.  

1. Retail: The retail business faces tough competition from ecommerce retailers such as Amazon (AMZN); 
big box retailers such as Walmart (WMT), Costco (COST), and Dollar General (DG); and supermarkets 
such as The Kroger Company (KR) and Albertsons (ACI). Despite stiff competition, CVS Health’s retail 
pharmacy segment has grown sales 5% compounded annually since 2018. While the firm’s front store, 
which includes non-prescription products, grew at a much lower 2% CAGR over the same time, this 
segment of the business accounted for just 7% of total revenue in 2Q21. With ResearchAndMarkets' 
expectation that the pharmaceuticals market will grow 8% compounded annually through 2025, CVS 
Health’s retail segment is well-positioned for future continued growth. 

2. Pharmacy Benefit Management: CVS Health is the largest PBM in the U.S., but the heavily regulated 
healthcare industry adds additional risk to this part of CVS’s business. For example, the firm’s PBM 
segment faces long-term regulatory pressure on certain rebates it receives through the Medicare 
program. Such regulation could lower CVS Health’s margins. Nonetheless, CVS Health’s PBM segment 
is likely to continue growing as ResearchAndMarkets expects the PBM market to grow 7% compounded 
annually through 2025. 

3. Insurance: CVS Health is the sixth largest (by revenue) health insurer in the U.S. and trails prominent 
firms such as UnitedHealthcare, Centene (CNC), Anthem (ANTM), and Humana (HUM). CVS Health’s 
less profitable retail and PBM segments drive its return on invested capital (ROIC) lower than its 
insurance peers. The firms 6% TTM ROIC is well below the 11% market-cap-weighted average ROIC of 
the above-mentioned peers. Despite its smaller size and inferior ROIC, the firm’s health insurance 
premiums have grown from $63 billion in 2019 to $72.7 billion over the TTM. 

Falling demand for COVID-related services, such as testing and vaccinations, could serve as a near-term 
catalyst for shares to fall.  

Longer term, CVS Health’s insurance business could face disruption from new entrants that leverage blockchain 
protocols, which have the potential to attract funding for more competitively priced insurance products. The firm 
can mitigate this risk by becoming an early adopter of blockchain technology within the healthcare industry, 
which could help it increase its operational efficiency, improve the accuracy of its data, and reduce administrative 
costs.  

Despite these potential headwinds, the stock is still too cheap. The expectations for long-term profit decline 
baked into the stock are overblown and make the stock look particularly undervalued. 

Priced for Permanent Profit Decline: CVS Health’s PEBV ratio of 0.4 means the market expects CVS Health’s 
profits to will permanently decline by 60%. This expectation seems overly pessimistic for a firm that has grown 
NOPAT by 10% compounded annually over the past decade.  

Below, we use our reverse DCF model to quantify the expectations for future growth in cash flows baked into a 
couple different stock price scenarios for CVS Health. 

In the first scenario, we assume CVS Health’s: 

• NOPAT margin falls to 2.8% (below average TTM segment competitors’2 margin of 3.2%, compared to 
all-time low 3.6% TTM) from 2021 through 2030 and 

• revenue falls by 3% compounded annually from 2021-2030 (vs. consensus estimate CAGR of +5% 
through 2023)  

In this scenario, CVS Health’s NOPAT falls by 6% compounded annually over the next decade and the stock is 
worth $83/share today – equal to the current price. See the math behind this reverse DCF scenario. For 
reference, CVS Health grew NOPAT by 13% compounded annually over the past two decades.  

$142/Share If Consensus Is Right, and we assume CVS Health’s: 

• NOPAT margin falls to 3.4% (below all-time low of 3.6%) from 2021 through 2030 and 
• revenue grows by 5% compounded annually through 2023 (equal to consensus estimates) and 

 
2 We average the TTM NOPAT margin for the following firms that directly compete in at least one of CVS Health’s operating segments: Cigna 
(PBM), Anthem (health insurance), and Kroger (retail).  

http://blog.newconstructs.com/
https://www.researchandmarkets.com/reports/5292738/pharmaceuticals-global-market-report-2021-covid
https://www.researchandmarkets.com/reports/5067351/pharmacy-benefit-management-market-in-us
https://www.valuepenguin.com/largest-health-insurance-companies
https://www.newconstructs.com/education-return-on-invested-capital/
https://www2.deloitte.com/us/en/pages/life-sciences-and-health-care/articles/blockchain-in-insurance.html
https://www.newconstructs.com/wp-content/uploads/2021/08/NewConstructs_DCF_CVSjustification_2021-8-11.png
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• revenue falls by 4% a year from 2023-2030, then 

the stock is worth $142/share today, or 71% above the current price. See the math behind this reverse DCF 
scenario. In this scenario, CVS Health’s NOPAT falls by 3% compounded annually over the next decade. Should 
CVS Health’s NOPAT grow in line with historical growth rates, the stock has significantly more upside. 

Figure 4: CVS Health’s Historical and Implied NOPAT: DCF Valuation Scenarios 
 

 
. 

Sources: New Constructs, LLC and company filings 

Other Long Ideas That Recently Reported 

Figure 5 shows other Long Ideas that have recently reported calendar 2Q21 earnings along with their relative 
performance. 

Figure 5: More Long Ideas That Recently Reported Earnings: Through 8/10/2021 
 

Company Ticker 
Earnings 

Date 
Out (under)performance 

vs. S&P 500 

General Motors GM 8/4/21 62%* 

SYSCO Corporation SYY 8/10/21 10%* 

Hyatt Hotels Corp H 8/3/21 4%* 

Valvoline Inc. VVV 8/4/21 3% 

Allstate Corp ALL 8/4/21 (15%)* 

Phillips 66 PSX 8/3/21 (23%)* 

HollyFrontier Corp HFC 8/4/21 (33%)* 

Western Union WU 8/4/21 (36%) 

Lear Corp LEA 8/6/21 (56%) 

Spirit AeroSystems Holdings SPR 8/4/21 (106%) 
 

Sources: New Constructs, LLC 
Performance measured from the date of publication of first Long Idea report for each stock. Performance represents price performance and 
is not adjusted for dividends. 
*Performance measured from the date of publication of the first report included in our “See Through the Dip” series. 

This article originally published on August 11, 2021.  
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Consensus Implies CVS Has 71% Upside

Historical NOPAT Implied NOPAT in Current Stock Price Implied NOPAT in $142/share

Implied future NOPAT

Implied Share 
Price = $142

Current Share 
Price = $83

http://blog.newconstructs.com/
https://www.newconstructs.com/wp-content/uploads/2021/08/NewConstructs_DCF_CVSvaluation_2021-8-11.png
https://www.newconstructs.com/wp-content/uploads/2021/08/NewConstructs_DCF_CVSvaluation_2021-8-11.png
https://www.newconstructs.com/this-auto-manufacturer-is-worth-the-wait/
https://www.newconstructs.com/micro-bubbles-winners-losers/
https://www.newconstructs.com/welcome-this-hospitality-leader-to-your-portfolio/
https://www.newconstructs.com/transitioning-business-model-creates-buying-opportunity/
https://www.newconstructs.com/stick-with-these-3-long-ideas-post-1q21-earnings/
https://www.newconstructs.com/refuel-your-portfolio-with-this-leading-operator/
https://www.newconstructs.com/more-long-ideas-that-look-good-post-earnings/
https://www.newconstructs.com/this-cash-cow-still-has-upside/
https://www.newconstructs.com/stick-with-these-3-long-ideas-post-1q21-earnings/
https://www.newconstructs.com/ready-to-soar/
https://www.newconstructs.com/see-through-the-dip-stocks-significantly-outperform-sp-500/
https://www.newconstructs.com/these-firms-will-keep-creating-shareholder-value-after-2q21/
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Disclosure: David Trainer, Kyle Guske II, and Matt Shuler receive no compensation to write about any specific 
stock, sector, style, or theme. 

Follow us on Twitter, Facebook, LinkedIn, and StockTwits for real-time alerts on all our research. 

http://blog.newconstructs.com/
https://twitter.com/NewConstructs
https://www.facebook.com/newconstructsllc/
https://www.linkedin.com/company/new-constructs
https://stocktwits.com/dtrainer_NewConstructs
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It’s Official: We Offer the Best Fundamental Data in the World 

Many firms claim their research is superior, but none of them can prove it with independent studies from highly-
respected institutions as we can. Three different papers from both the public and private sectors show: 

1. Legacy fundamental datasets suffer from significant inaccuracies, omissions and biases.  
2. Only our “novel database” enables investors to overcome these flaws and apply reliable fundamental 

data in their research. 
3. Our proprietary measures of Core Earnings and Earnings Distortion materially improve stock picking and 

forecasting of profits. 

Best Fundamental Data in the World 

Forthcoming in The Journal of Financial Economics, a top peer-reviewed journal, Core Earnings: New Data & 
Evidence proves our Robo-Analyst technology overcomes material shortcomings in legacy firms’ data collection 
processes to provide superior fundamental data, earnings models, and research. More details. 

Key quotes from the paper: 

• “[New Constructs’] Total Adjustments differs significantly from the items identified and excluded from 
Compustat’s adjusted earnings measures. For example… 50% to 70% of the variation in Total 
Adjustments is not explained by S&P Global’s (SPGI) Adjustments individually.” – pp. 14, 1st para. 

• “A final source of differences [between New Constructs’ and S&P Global’s data] is due to data collection 
oversights…we identified cases where Compustat did not collect information relating to firms’ income 
that is useful in assessing core earnings.” – pp. 16, 2nd para. 

Superior Models 

A top accounting firm features the superiority of our ROIC, NOPAT and Invested Capital research to Capital IQ & 
Bloomberg’s in Getting ROIC Right. See the Appendix for direct comparison details.  

Key quotes from the paper: 

• “…an accurate calculation of ROIC requires more diligence than often occurs in some of the common, 
off-the-shelf ROIC calculations. Only by scouring the footnotes and the MD&A [ as New Constructs 
does] can investors get an accurate calculation of ROIC.” – pp. 8, 5th para. 

• “The majority of the difference…comes from New Constructs’ machine learning approach, which 
leverages technology to calculate ROIC by applying accounting adjustments that may be buried deeply 
in the footnotes across thousands of companies.” – pp. 4, 2nd para. 

Superior Stock Ratings 

Robo-Analysts’ stock ratings outperform those from human analysts as shown in this paper from Indiana’s Kelley 
School of Business. Bloomberg features the paper here. 

Key quotes from the paper: 

• “the portfolios formed following the buy recommendations of Robo-Analysts earn abnormal returns that 
are statistically and economically significant.” – pp. 6, 3rd para. 

• “Our results ultimately suggest that Robo-Analysts are a valuable, alternative information intermediary to 
traditional sell-side analysts.” – pp. 20, 3rd para. 

Our mission is to provide the best fundamental analysis of public and private businesses in the world and make it 
affordable for all investors, not just Wall Street insiders. 

We believe every investor deserves to know the whole truth about the profitability and valuation of any company 
they consider for investment. More details on our cutting-edge technology and how we use it are here. 

http://blog.newconstructs.com/
https://www.newconstructs.com/evidence-on-the-superiority-of-our-earnings-data/
https://www.newconstructs.com/education-core-earnings-earnings-distortion/
https://www.newconstructs.com/earnings-distortion-score-methodology/
http://jfe.rochester.edu/
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3467814
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3467814
https://www.newconstructs.com/data/
https://www.newconstructs.com/education-core-earnings-earnings-distortion/
https://www.newconstructs.com/blog/
https://www.newconstructs.com/evidence-on-the-superiority-of-our-earnings-data/
https://www.newconstructs.com/getting-roic-right/
https://www.newconstructs.com/wp-content/uploads/2019/06/Getting-ROIC-Right.pdf
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3514879
https://www.bloomberg.com/news/articles/2020-02-11/robot-analysts-outwit-humans-in-study-of-profit-from-stock-calls?sref=zw7RLDfe
https://www.youtube.com/watch?v=wRUr5w4zDVA
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DISCLOSURES  

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 two days after New Constructs issues a report on 
that security. 

 

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 through the present date. All rights reserved. 

 

http://blog.newconstructs.com/
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