November 2, 2017

The path to financial truth

EQUITY RESEARCH

Portfolio Analyzer
Compare Portfolio Exposure to Benchmark Across Key Factors
In many of our research reports, we include analysis comparing our top picks (a
portfolio) with a set universe (the benchmark) - see Figure 1 for example below. On the
left, we see the aggregate Quality (y-axis) and Value (x-axis) scores for the "portfolio"
and the "benchmark". In Figure 1, the portfolio is lower Quality, but cheaper than the
benchmark. On the right, we display a factor-by-factor comparison starting at the top
with PRVit. In Figure 1, the aggregate PRVit score of the portfolio is +2.6pts higher than
the benchmark which means the trade-off between lower Quality and cheaper Valuation
is a positive trade-off.
Figure 1: HEAT Map and Factor Comparison

Software Feature

Portfolio Analyzer
Notes
This report provides information on the Portfolio
Analyzer tool available at evaexpress.com,
including input options (manual and pre-populated)
as well as an example of the output available for
your analysis.
Portfolio Analyzer allows for a quick comparison
of a portfolio versus a benchmark. The output
provides a breakdown of the portfolio's exposure
to PRVit and our underlying factors (Performance
"P", Risk "R", Quality "P - R", and Value "V").
Reminder: PRVit compares the operational
Quality to the actual Value being paid in the
market. The higher the disconnect between Quality
and Value, the higher the PRVit score (and the
more attractive the stock).

Portfolios and Benchmark Holdings Are Pre-Populated By Us!
In our research reports, we typically drop in our top picks as the portfolio, but we can
also select from Funds, ETFs, and Indexes that have been uploaded from 13-F forms
so you can look at any fund you would like - simply start typing in the drop down box
and we will provide a list of funds that match. We also provide the ability to save a
portfolio and even use our 'Shared Portfolio' option to share a set portfolio among your
colleagues.

Quality and Performance "P" are scored 0 to 100,
where 100 is the best. Risk "R" and Valuation "V"
are scored 0 to 100 where 100 is the most risky or
the most expensive.

Figure 2: Pre-Populated Holdings
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Portfolio Analyzer – Getting Started
Within the software (evaexpress.com), click on the Portfolio Analyzer tab which will open up to a view like the one below (Portfolio Inputs
tab). From here, you can either select one of the pre-populated Funds, ETFs, Indexes, Saved Portfolios, or Shared Portfolios (that a
colleague uploaded for you group) or you can manually enter a portfolio of your choice. To use a pre-populated portfolio, simply start typing
a name to see a drop-down list of options (as seen in Figure 2 on page 1). To manually enter holdings, you can paste in a list of tickers (or
sedols) and weights or you can let the software calculate weights based on Market Cap or just equally weight the holdings (click “CAP” or
“EQ” buttons highlighted with green box below). Once you have established the portfolio, move to the right and pick a benchmark to use.
Much like the portfolio side, you can select from a pre-populated Fund, Index, ETF, etc, or you could manually input a benchmark if you
need one that is not provided.
Once you have selected the portfolio and benchmark, you just need to select the PRVit Ranking option (Figure 4) either Global or U.S.
focused. If you choose U.S., you will have 2 additional options: to use scores “vs Industry” or “vs Market” and to use a Global score if a
company does not have a U.S. score. If more than a handful of names are non-U.S., we recommend using the Global scores option.
Figure 3: Setting up the Portfolio and Benchmark

Figure 4: Select the scoring option

Output and Analysis
After you have set the portfolio, benchmark and scoring options, click the Summary tab to initiate the calculations. An example of the
Summary tab can be seen in Figure 5. On the left, we see the aggregate Quality (y-axis) and Value (x-axis) scores for the "portfolio" and the
"benchmark". The portfolio is lower Quality, but cheaper than the benchmark. On the right, we display a factor-by-factor comparison starting at the
top with PRVit. The aggregate PRVit score of the portfolio is +2.6pts higher than the benchmark which means the trade-off between lower Quality
(aka Fundamental Value) and cheaper Valuation is a positive trade-off. This portfolio is more attractive than the benchmark.

Figure 5: Summary tab - HEAT Map and Factor Comparison
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Output and Analysis Continued
Clicking on the Heat Map tab will show HEAT maps of the portfolio (left) and the benchmark (right) with several options for output: Zones,
Country, Region, Sector, Industry Group, and Stocks/ETFs (displayed in Figure 6). These can show you the biases of the portfolio by each
of these breakdowns. In Figure 7, we see the Telecommunications sector in the portfolio is significantly higher Quality and more expensive
than the benchmark.
Figure 6: HEAT Map

Figure 7: HEAT Map by Sector

Output and Analysis Continued on Next Page
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Output and Analysis Continued
Clicking on the Metrics tab will show a comparison of the portfolio and the benchmark for select Performance, Risk, and Valuation metrics.
This portfolio has much lower profitability (EVA Margin) and growth (EVA Momentum) and has elevated Risk metrics.
Figure 8: Metrics

Output and Analysis Continued
The Portfolio tab provides a detailed breakdown of all the scores for the portfolio and the benchmark holdings. To work with the data in
Excel, click the Excel icon at the top (green box). The server will generate a file with all the of the same tabs as the online software and
email to you within a few minutes.
Figure 9: Detailed Output
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About evaDimensions

We are an independent equity research provider offering investing insights through
the use of our proprietary Economic Value Added (EVA) framework. EVA converts
accounting profits into economic profits and charges businesses for the use of Invested
Capital. EVA is superior to traditional measures of profit because it is comparable
across companies, industries, and countries, links to a consistent, transparent valuation
framework, and provides a unique, unbiased view of Quality, Value, and Growth.
Our experienced team of analysts offers both fundamental and quantitative company
analysis through written research, bespoke research, a stock selection model, an online
analytical tool offering 15,000 companies as viewed through the EVA framework, custom
screening, and portfolio analysis. evaDimensions’ corporate division helps corporate
teams measure and analyze the true economics of corporate performance, enabling
improved operating decisions.

Key EVA Concepts

The value of a firm = Capital + PV of EVA
If EVA is increasing then the intrinsic value of the firm is too, suggesting that market
value should follow (and vice versa).
EVA = NOPAT - Capital Charge
EVA is profit after all costs, including the cost of giving shareholders a decent return.
EVA Margin = EVA / Sales
A true economic profit margin covering income and asset efficiency. Our EVA Income
Statement examines EVA’s line item drivers and offers key insights into business
profitability.
EVA Momentum = ∆ EVA / Sales
An incremental EVA growth rate indicator and key valuation signal and screening
measure. The more positive the Momentum, the greater the growth in EVA, and upward
pressure on shareholder returns. Inflections in EVA Momentum are an early and more
reliable indicator of stock price inflections.
EVA Shock = ∆ EVA Momentum
Changes in EVA Momentum is a powerful signal within our framework, with significant
relationship with stock price performance.
Market Implied Momentum (MIM)
The annual EVA improvement required for 10 years to justify the prevailing market
enterprise value, expressed as a percent of sales; represents a market-implied, longrange EVA margin improvement target.
Future Growth Reliance (FGR) = (Market implied value of future EVA growth) / EV
Measures the % of a company’s total enterprise value represented by expectations for
future growth in EVA. FGR is key to understanding embedded expectations today and
versus history. A low FGR versus history coupled with improving EVA trends indicates
that the market is not pricing in the improving business model.

Additional Resources

evaExpress.com (link): Our online offering provides a comprehensive suite of
fundamental and quantitative tools utilizing the EVA framework
EVA for Investors (link): A full introduction to the key EVA concepts and metrics
Best Practice EVA (link): A summary of Bennett Stewart’s most recent book on EVA,
available for purchase on our website or Amazon.com
What Determines TSR (link): Insight into the relationship between EVA and stock prices
evaDimensions
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Research Division

Senior Management Team
Timothy Stanish, MBA
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(212) 201-2336
tstanish@evadimensions.com

Casey Lea
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Global Director of Quantitative Research
(617) 571-0362
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Neil Fonseca
Director
Senior Equity Analyst
(212) 645-8400
nfonseca@evadimensions.com

Anthony Campagna
Director
Senior Equity Analyst
(212) 201-2337
acampagna@evadimensions.com

Client Support and Inquiries
equityresearch@evadimensions.com
www.evadimensions.com

Analyst Certification - The Research Analyst(s) who prepared this report hereby certify that the views expressed herein accurately reflect the
analyst(s) personal view(s) about the subject company and their securities and that they have not been and will not be directly or indirectly
compensated for expressing specific recommendation(s) or view(s) in the report.
Disclaimers - This report is for informational purposes only and is not a solicitation to buy or sell any securities from any company mentioned
herein. Further, the information contained herein has been obtained from sources believed to be reliable but its accuracy and completeness is
not guaranteed and should not be the sole basis of any investment decision but only to be used as a factor in the complete investment decision
process. The securities mentioned herein involve significant risk including the loss of one's entire investment and are intended only for individuals
and entities who can tolerate such risk.
The opinions expressed in this report are those of EVA Dimensions LLC. The recommendations reflect our current opinion and are subject to
change without notice. The opinions reflect our assessment of the securities in question without regard to the personal financial situation or
needs of any user of these reports. Employees, officers, directors and affiliates of EVA Dimensions LLC and EVA Advisers LLC or their family
members and clients that they advise may buy, sell or hold securities for their own accounts either consistent with or contrary to the current PRVit
score or recommendation. EVA Dimensions LLC and EVA Advisers LLC may provide or seek to provide consulting or investment management
services to the companies and/or the officers, directors and employees of the companies that are the subject of these reports. Principals in EVA
Dimensions may serve as directors of companies covered by these reports.
Registered Trademarks - EVA® , EVA Momentum® and PRVit® are registered trademarks, and VARPTM and Value-At-A-Reasonable-PriceTM
are trademarks of EVA Dimensions, LLC. Russell 3000 is a registered trademark of The Frank Russell Company. S&P is a registered trademark
of The McGraw-Hill Companies.
EVA Dimensions, LLC is the definitive source of financial databases, valuation modeling and investment research
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