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The Rodney Dangerfield’s of Corporate America. The comedian was famous for tugging his collar and pronouncing 
with a bug-eyed stare, “I don’t get no respect” – while implying he deserved at least some.  Here we present the 
corporate equivalent – the 50 companies suffering the largest perception gap between how bad TSR says they are and 
how good they really are as indicated by their CPI scores. 

 

 All data as of October 13, 2016 

CPI, for corporate performance index, is a summary score of financial excellence that rates a company against its 
industry peers on a percentile scale.  It tends to confirm a company’s TSR rank when the rank is right, challenges 
TSR when it is wrong, and explains the factors that are determining TSR in any case. 

Free CPI reports on 20,000 global tickers are available at http://pub.evadimensions.com/cpiexpress 
 

http://pub.evadimensions.com/cpiexpress
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The companies on the Dangerfield list are the result of filtering the Russell 1000 universe of stocks by: 

1. Excluding financials, utilities, and real estate firms, and companies with less than $1 billion in revenues over the most recent 
four quarters. 

2. Setting aside firms with grim outlooks.  Companies that the market is projecting will experience a deterioration in EVA of 
more than 0.1% of current sales each year were purged.  Those outfits are so strategically vulnerable that they cannot earn 
our respect even if their CPI to TSR gaps are large. 

3. Purging companies with 3-year TSR ranks above 40th percentile.  Our net is trawling for firms that TSR rated as truly weak. 

The final table consists of the 50 remaining companies with the largest gap between CPI score and TSR rank.  Even 

the least misalignment – represented by Alliance Data Systems – is quite sizable: There’s a full 31-point discrepancy 

between its 3rd percentile TSR rank and its 34th percentile CPI score.  What TSR casts as a real loser in fact has notable 

redeeming qualities that CPI detects.  Taking the list as a whole, these are the firms where CPI can be used to greatest 

advantage to answer pay critics, fend off activists, or simply to give directors another, much more reassuring perspective 

on the company’s performance.   

The winner, if the label applies, is Sprouts Farmer’s Markets, a 

natural foods retailer.  It’s 3-year TSR averaged minus 22.2% per annum, 

the absolute worst among all food and staples retailers.  Yet, CPI 

considers it to be the best firm in its business, a function of: 

1. EVA Margin is 2.5%, low versus the S&P500, but currently largest in its 
food retailing peer group 

2. MVA is $0.66 per $1 of sales, once again not so impressive against the broader market, but 95th percentile in industry 

3. Trend EVA Momentum has been 0.80% of sales over the past three years, besting all peers 

4. The implied buy-side consensus for long-run EVA growth is the one unexceptional value.  Investors are currently projecting 
Sprouts’ EVA will grow modestly, at a rate of just 0.04% of sales a year; yet, in light of the intensifying competition in natural 
foods and the prospect of Amazon’s entry into groceries, both of which are weighting down the sector, Sprout’s forecast 
growth profile is still fairly impressive, nearly 60th percentile, and doubly so because the growth comes on top of the very 
best EVA Margin in the business. 

Given these rave reviews from the EVA crowd, why has Sprouts’ TSR been so disappointing?  Like Sonic, discussed in 

the prior issue, Sprouts is a classic example of how TSR is more a function of when the market begins to forecast value 

will be created than the actual creation of value.  Investors three years back simply miscalculated and overestimated the 

firm’s long-run potential.  

1. Three years ago Sprout’s MVA stood at $6 
billion at at time when it was earning $42 
million in EVA profits. 

2. Sonic’s EVA profits are now running at the 
annual rate of $95 million – doubling in 3 years. 

3. Even so, MVA is now sharply lower, just $2.5 
billion.  $4.5 billion in owner wealth vanished 
into thin air and took TSR down with it. 

By any objective reckoning, though, Sprouts is 

still standing in a very good place.  It still possesses 

the most sterling set of profitability, growth, and 

valuation metrics in its sector.  It remains an 

excellent company.  It is like an expert mountain 

climber that ascended a tall summit then took a 

few steps down.  TSR says it is falling, but it still enjoys the best view in the business. 
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Outliers like Sprouts exist in every sector and size range.  Consider 

Colgatge-Palmolive, #42 on the list, and currently posting revenues of 

$15.5 billion.  Its CPI score is 70 among household and personal products 

firms, but its 3-year TSR rank is just 34th percentile, not half as good.  A 

glance at the table reveals that: 

1. Colgate is very profitable, and very highly valued relative to its book capital. 

2. The company suffered along with many other global compannies from a strenghtening dollar that weakened its EVA in 
recent years.  Colgate’s EVA growth trend has been negative, only 24th percentile. 

3. Countering that weakness, investors foresee subtantial EVA growth for years to come: The EVA Momentum implied by 
Colgate’s current share price is +0.86%, 85th percentile in its business.  Whereas Sprouts’ CPI score is depressed by 
unappealing prospects, Colgate’s is strongly supported by the outlook. 

The only thing holding Colgate’s CPI score down is the decay in EVA in recent years, and even that will reverse if 

expectations are realized.  TSR, of course, sees none of this, and simplisitically casts Colgate into a pauperish 34th 

percentile rank, which is hardly a full and fair assessment.  

The CPI vs. TSR grid shown at left plots all the 

U.S. household and personal products companies 

that make up Colgate’e peer set.   It’s worth 

noting that the dots tend to plot along the 

diagnonal.  For the bulk of stocks, and in 

essentially ever sector, EVA and CPI do tend to 

confirm and explain TSR.  But there are 

exceptions.  Firms like Colgate, and all those on 

the Dangerfield list, that CPI rates considerably 

more highly than TSR plot off axis and in the 

upper left blue zone.  Those are precisely the 

companies that can use CPI to greatest advantage 

to counter an excesssibly harsch TSR verdict.    

They should also face facts.  They should look into 

the four individual metrics that go into their CPI 

scores.  Usually they’ll find there is a weak one 

worth noting and debating among the strong 

points. 

 

Up next – an examination of red-zone stocks, corporate dandies that look good, even great, on TSR, but that EVA 

and CPI reveal to be lacking in a solid foundation.  Central Garden and Pet, CENTA on the chart above, is a good example.  

It has racked up the industry’s highest 3-year TSR, but its CPI/EVA score raises real concerns. 

 

Want a fuller explanation of EVA and CPI?  Then tune into a 30 minute video-cast conducted by our CEO, 

Bennett Stewart.  Click here: Using the CPI Corporate Performance Index to Fix TSR Flaws 

 

Want free CPI reports and analyses of EVA vs. MVA on the 20,000 global tickers that we track with daily 

updates?  Visit http://pub.evadimensions.com/cpiexpress 

 

 

https://youtu.be/fMV5R8JRebc
http://pub.evadimensions.com/cpiexpress
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Check out testimonial 
videos from senior 

executives using EVA 

Click here for CPI Express 
Licensing Options 

Enter a company name or ticker to access the CPI Snapshot Report 

 

 Enter a company name or ticker to access the CPI Snapshot Report and EVA vs. MVA chart 

Free CPI reports on 20,000 global tickers are available at http://pub.evadimensions.com/cpiexpress 
 

http://pub.evadimensions.com/cpiexpress

