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Universe: Large sample of “dividend payers”

Initial Request: Test the relationship between ROIC and P/E 

Investment theory: Ratio inconsistency signals buy/sell opportunity?

SCREENING CASE:
Ratios and buy/sell signals

HIGH ROIC, LOW P/E………… Buying Signal

LOW ROIC, HIGH P/E………… Selling Signal
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Universe: Large sample of “dividend payers”

Initial Request: Test the relationship between ROIC and P/E 

Investment theory: Ratio inconsistency signals buy/sell opportunity?

Median Median

ROIC PE

Decile 1 -32.0 (1.08)             

Decile 2 -7.9 (2.17)             

Decile 3 0.9 (0.19)             

Decile 4 3.8 15.84             

Decile 5 5.0 15.40             

Decile 6 6.4 14.92             

Decile 7 8.1 15.09             

Decile 8 10.4 14.52             

Decile 9 14.4 15.88             

Decile 10 23.7 14.68             
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Universe: Large sample of “dividend payers”

Initial Request: Test the relationship between ROIC and P/E 

Investment theory: Ratio inconsistency signals buy/sell opportunity?

Median Median

CFROI Value/Cost

Decile 1 -22.3 0.60               

Decile 2 -2.2 0.78               

Decile 3 1.7 0.93               

Decile 4 3.2 0.91               

Decile 5 4.6 1.13               

Decile 6 5.9 1.21               

Decile 7 7.8 1.40               

Decile 8 10.2 1.64               

Decile 9 13.0 2.25               

Decile 10 19.1 3.21               

Median 
ROA’ FY1     

Median 
V/A’
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Theoretically makes sense, but in practice…

Semiconductors: PE versus EPS Growth Rate
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Semiconductors: Economic PB versus ROI
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CFROI (FY2) to Value to Cost Ratio (Current)
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CFROI(FY-1)  to  Value/Cost Ratio(FY-2)
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CFROI(FY2)  to  Value/Cost Ratio(Current)
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\Desktop\Holt.ppt - Feb 26 
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V/A’ versus ROA’ (CFROI as proxy)
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P/E to EPS Growth Rates
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Price to Earnings Per share
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Forward ROI' to Current mtb'
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Forward ROI' to Current mtb'

ALL

0

CWN

GENT
GNTG

IGT035250

LAD

LVS

LTO

MPEL

MGM

0

PENN

RWBW

SGMS
TAH

TTS

WYNN

0.00

0.50

1.00

1.50

2.00

2.50

3.00

3.50

4.00

-5.00 0.00 5.00 10.00 15.00 20.00 25.00

Forward ROI'

C
u

rr
e

n
t 

m
tb

'

Basic Stats: Lack of explanatory variable

Forward ROA’ to Current V/A’

C
u

rr
e

n
t 

EV
/I

C

Forward ROA’

PRIVATE AND CONFIDENTIAL: This document is confidential and contains proprietary information. Neither the document nor any of the 

information contained herein may be reproduced or disclosed to any person under any circumstances without express written permission.



26

Forward ROI' to Current mtb'
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P/E to EPS Growth Rates
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Source: Valens Securities Analysis Date Updated: May 6, 2015
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Source: Valens Securities Analysis Data as of May 2015
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PRIVATE AND CONFIDENTIAL: This document is confidential and contains proprietary information. Neither the document nor any of the 

information contained herein may be reproduced or disclosed to any person under any circumstances without express written permission.



359 observations
Date updated: May 12, 2015

0.00

2.00

4.00

6.00

8.00

10.00

12.00

14.00

16.00

18.00

20.00

-10% 0% 10% 20% 30% 40% 50% 60% 70% 80%

V
/A

'

ROA'

2015E ROA' and V/A' - S&P 500

Source: Valens Securities Analysis Data as of May 2015
359 non-Financials, non-Utilities firms

PRIVATE AND CONFIDENTIAL: This document is confidential and contains proprietary information. Neither the document nor any of the 

information contained herein may be reproduced or disclosed to any person under any circumstances without express written permission.



660 observations

Date updated: May 12, 2015

0.00

2.00

4.00

6.00

8.00

10.00

12.00

14.00

16.00

18.00

20.00

-30% -20% -10% 0% 10% 20% 30% 40% 50% 60% 70% 80%

V
/A

'

ROA'

2015E ROA' and V/A' - U.S. Information Technology

Source: Valens Securities Analysis Data as of May 2015
680 companies

PRIVATE AND CONFIDENTIAL: This document is confidential and contains proprietary information. Neither the document nor any of the 

information contained herein may be reproduced or disclosed to any person under any circumstances without express written permission.



568 observations

Date updated: May 12, 2015

0.00

2.00

4.00

6.00

8.00

10.00

12.00

14.00

16.00

18.00

20.00

-10% 0% 10% 20% 30% 40% 50% 60% 70% 80%

V
/A

'

ROA'

2015E ROA' and V/A' - U.S. Consumer Discretionary

Source: Valens Securities Analysis Data as of May 2015
568 companies

PRIVATE AND CONFIDENTIAL: This document is confidential and contains proprietary information. Neither the document nor any of the 

information contained herein may be reproduced or disclosed to any person under any circumstances without express written permission.



499 observations

Date updated: May 12, 2015

0.00

2.00

4.00

6.00

8.00

10.00

12.00

14.00

16.00

18.00

20.00

-10% 0% 10% 20% 30% 40% 50% 60% 70% 80%

V
/A

ROA'

2015E ROA' and V/A' - U.S. Industrials

Source: Valens Securities Analysis Data as of May 2015
499 companies

PRIVATE AND CONFIDENTIAL: This document is confidential and contains proprietary information. Neither the document nor any of the 

information contained herein may be reproduced or disclosed to any person under any circumstances without express written permission.



467 observations

Date updated: May 12, 2015

0.00

2.00

4.00

6.00

8.00

10.00

12.00

14.00

16.00

18.00

20.00

-30% -20% -10% 0% 10% 20% 30% 40% 50% 60% 70% 80%

V
/A

'

ROA'

2015E ROA' and V/A' - U.S. Healthcare

Source: Valens Securities Analysis Data as of May 2015
467 companies

PRIVATE AND CONFIDENTIAL: This document is confidential and contains proprietary information. Neither the document nor any of the 

information contained herein may be reproduced or disclosed to any person under any circumstances without express written permission.



276 observations

Date updated: May 12, 2015

0.00

2.00

4.00

6.00

8.00

10.00

12.00

14.00

16.00

18.00

20.00

-10% 0% 10% 20% 30% 40% 50% 60% 70% 80%

V
/A

'

ROA'

2015E ROA' and V/A' - U.S. Energy

Source: Valens Securities Analysis Data as of May 2015
276 companies

PRIVATE AND CONFIDENTIAL: This document is confidential and contains proprietary information. Neither the document nor any of the 

information contained herein may be reproduced or disclosed to any person under any circumstances without express written permission.



181 observations

Date updated: May 12, 2015

0.00

2.00

4.00

6.00

8.00

10.00

12.00

14.00

16.00

18.00

20.00

-10% 0% 10% 20% 30% 40% 50% 60% 70% 80%

V
/A

'

ROA'

2015E ROA' and V/A' - U.S. Materials 

Source: Valens Securities Analysis Data as of May 2015
181 companies

PRIVATE AND CONFIDENTIAL: This document is confidential and contains proprietary information. Neither the document nor any of the 

information contained herein may be reproduced or disclosed to any person under any circumstances without express written permission.



148 observations

Date updated: May 12, 2015

0.00

2.00

4.00

6.00

8.00

10.00

12.00

14.00

16.00

18.00

20.00

-10% 0% 10% 20% 30% 40% 50% 60% 70% 80%

V
/A

'

ROA'

2015E ROA' and V/A' - U.S. Consumer Staples 

Source: Valens Securities Analysis Data as of May 2015
148 companies

PRIVATE AND CONFIDENTIAL: This document is confidential and contains proprietary information. Neither the document nor any of the 

information contained herein may be reproduced or disclosed to any person under any circumstances without express written permission.



42 observations

Date updated: May 12, 2015

0.00

2.00

4.00

6.00

8.00

10.00

12.00

14.00

16.00

18.00

20.00

-10% 0% 10% 20% 30% 40% 50% 60% 70% 80%

V
/A

'

ROA'

2015E ROA' and V/A' - U.S. Telecommunication Services 

Source: Valens Securities Analysis Data as of May 2015
42 companies

PRIVATE AND CONFIDENTIAL: This document is confidential and contains proprietary information. Neither the document nor any of the 

information contained herein may be reproduced or disclosed to any person under any circumstances without express written permission.



PRIVATE AND CONFIDENTIAL: This document is confidential and contains proprietary information. Neither the document nor any of the 

information contained herein may be reproduced or disclosed to any person under any circumstances without express written permission.



V/A’ to ROA’ is Advanced P/E Analysis

When is a P/E of 20 cheaper than a P/E of 15?

PRIVATE AND CONFIDENTIAL: This document is confidential and contains proprietary information. Neither the document nor any of the 

information contained herein may be reproduced or disclosed to any person under any circumstances without express written permission.



1.0/6% = ?

PRIVATE AND CONFIDENTIAL: This document is confidential and contains proprietary information. Neither the document nor any of the 

information contained herein may be reproduced or disclosed to any person under any circumstances without express written permission.



2.0/12%

1.0/6% = ?

PRIVATE AND CONFIDENTIAL: This document is confidential and contains proprietary information. Neither the document nor any of the 

information contained herein may be reproduced or disclosed to any person under any circumstances without express written permission.



2.0/12%

1.0/6% = ?

3.0/18%

PRIVATE AND CONFIDENTIAL: This document is confidential and contains proprietary information. Neither the document nor any of the 

information contained herein may be reproduced or disclosed to any person under any circumstances without express written permission.



2.0/12%

1.0/6% = ?

3.0/18%

4.0/24%

PRIVATE AND CONFIDENTIAL: This document is confidential and contains proprietary information. Neither the document nor any of the 

information contained herein may be reproduced or disclosed to any person under any circumstances without express written permission.



2.0/12%

1.0/6% = ?

3.0/18%

4.0/24%

PRIVATE AND CONFIDENTIAL: This document is confidential and contains proprietary information. Neither the document nor any of the 

information contained herein may be reproduced or disclosed to any person under any circumstances without express written permission.



PRIVATE AND CONFIDENTIAL: This document is confidential and contains proprietary information. Neither the document nor any of the 

information contained herein may be reproduced or disclosed to any person under any circumstances without express written permission.



PRIVATE AND CONFIDENTIAL: This document is confidential and contains proprietary information. Neither the document nor any of the 

information contained herein may be reproduced or disclosed to any person under any circumstances without express written permission.



PRIVATE AND CONFIDENTIAL: This document is confidential and contains proprietary information. Neither the document nor any of the 

information contained herein may be reproduced or disclosed to any person under any circumstances without express written permission.



PRIVATE AND CONFIDENTIAL: This document is confidential and contains proprietary information. Neither the document nor any of the 

information contained herein may be reproduced or disclosed to any person under any circumstances without express written permission.



PRIVATE AND CONFIDENTIAL: This document is confidential and contains proprietary information. Neither the document nor any of the 

information contained herein may be reproduced or disclosed to any person under any circumstances without express written permission.



PRIVATE AND CONFIDENTIAL: This document is confidential and contains proprietary information. Neither the document nor any of the 

information contained herein may be reproduced or disclosed to any person under any circumstances without express written permission.



PRIVATE AND CONFIDENTIAL: This document is confidential and contains proprietary information. Neither the document nor any of the 

information contained herein may be reproduced or disclosed to any person under any circumstances without express written permission.



PRIVATE AND CONFIDENTIAL: This document is confidential and contains proprietary information. Neither the document nor any of the 

information contained herein may be reproduced or disclosed to any person under any circumstances without express written permission.



Other drivers (when does ROA not drive valuation levels?)
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 Firms in deep trouble
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The Ease of Valuing Gearing

How much does P go up, when V goes up?

How much does P go down, when V goes down?
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2,846 observations
Date updated: May 12, 2015
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