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Profit Large Cap Composite 1Q15 Quarterly Review

  AnnuAlized PerformAnce* (Preliminary AS Of 3/31/15)

                             Since Inception 
                                                                      1QTR                    YTD                      1 Year                   3 Years                    5 Years                 10 Years            (10/31/97)

                                                                Gross     net         Gross     net             Gross      net             Gross      net               Gross      net          Gross     net          Gross     net

Profit Large Cap Composite     -1.65%    -1.65%     -1.65%   -1.65%      12.46%  12.35%    16.32%   16.02%     14.24%    13.89%        9.13%   8.77%      9.79%   9.49%

Russell 1000 Index                         1.59        1.59          1.59       1.59           12.73     12.73       16.45      16.45         14.73       14.73             8.34      8.34         7.04     7.04

Russell 1000 Growth Index          3.84        3.84          3.84        3.84         16.09     16.09       16.34      16.34          15.63       15.63             9.36      9.36         6.10     6.10

*  All returns are in US dollars and does include the reinvestment of income.  Past performance is not indicative of future results.   

Profit lArGe cAP commentAry
Large Cap vs. Russell 1000 Growth

The Large Cap Portfolio lagged the 
benchmark by 549 bps for the quarter. 
Portfolio returns were -1.65% for the 
quarter versus a +3.84% return in the 
benchmark. Underperformance was 
concentrated in the Information 
Technology and Consumer Discretion-
ary sectors. Commentary on stocks 
with attribution impact is below.

(+)  Aetna (AET) – Shares of AET were up 
20% adding 39 bps of attribution. Aetna’s 
solid 23 million total medical members 
give them the ability to scale fixed costs, 
maintain underwriting expertise, gain 
greater pricing leverage, and solidify a 
robust member/provider network. Aetna 
possesses material competitive advantages 
that should allow them to continue to 
produce outsized economic profits, help 
navigate any near-term uncertainty and 
exploit longer-term opportunities.

(-)  SanDisk (SNDK) – Shares of SNDK 
were down 35% in the quarter and 
subtracted 82 bps of attribution.  The 
sell-off in SNDK was driven by disappoint-
ing 4Q results and a negative prean-
nouncement for 1Q revenue. SNDK is 
experiencing product-qualification delays, 
lower-than-expected sales of Enterprise 
products and pricing weakness in certain 
markets.  While we are concerned that this 
is the second consecutive quarter that 
SNDK has negatively preannounced, we 
are not ready to concede that there is a 
structural issue with the company.  Most 
of SNDK’s challenges appear company-
specific and can likely be addressed, as 
industry demand for SNDK’s products 
remain generally robust.  

(-) Western Digital (WDC) – Shares of 
WDC were down 17% in the quarter and 
subtracted 70 bps of attribution.  We own 
Western Digital because of its market 
leading position in the hard-drive busi-
ness, with a 44% market share. Over the 
past decade, the hard-drive industry has 
rapidly consolidated from 10 companies to 
three, two of which control 85% of the 
market. This has created a near-duopoly 
and alleviates the fear of pricing wars that 
have historically plagued the industry and 
its profitability. Going forward, we believe 
the Company can offset the declining PC 
trends through slight price increases, 
aggressive stock buy backs, increasing 
dividend payments and acquisitions. 

(-)  Intel  (INTC) – Shares of INTC were 
down 13% and subtracted 52 bps for the 
quarter, as concerns about the PC markets 
originated from reports and weaker 
outlooks from other PC supply chain 
companies.  While we do not expect much 
upside in the near-term, we continue to 
like INTC because downside appears 
limited and we expect improved funda-
mentals as we move through the year.  In 
addition, the company’s data center group 
has reached ample scale, providing 
meaningful growth and favorable econom-
ics that should offset PC declines.

(-)  Tiffany (TIF) – Shares of Tiffany (TIF) 
were down 17% in the quarter and 
subtracted 47 bps of attribution.  TIF’s 
disappointing holiday sales led to the 
sell-off, as the sudden slowdown in sales 
came as a surprise following four quarters 
of beating guidance and expectations. Flat 
sales comps over the holidays (November 
and December) came in well below 
consensus of 4.4% and a 6% comp last 

holiday.   Although we continue to 
favorably view the long-term growth 
prospects of the company, we exited the 
name due to near-term FX concerns. 

(-) National Oilwell Varco (NOV) – Shares 
of NOV traded down 23% during the 
quarter and subtracted 46 bps of attribu-
tion.  NOV has remained under pressure 
with the rest of the energy sector over oil 
supply/demand factors, but the company 
also provided grim forward guidance that 
appears to be a worst-case scenario that 
should put a floor on 2015 earnings.  
Barring a move to $30 oil, further down-
side appears limited at current levels.  We 
continue to have a favorable outlook on 
crude oil fundamentals, but we recognize 
that sentiment for the oilfield space will 
likely remain negative for some time.                

(-) PVH Corp. (PVH) – Shares of PVH 
were down 17% during the quarter and 
subtracted 39 bps of attribution.  The stock 
has sold off due to currency headwinds, as 
management’s initial 2015 guidance 
assumes a 19% hit to EPS from a strong 
U.S. dollar.  Barring another significant 
move in currencies, 2015 guidance appears 
realistic and likely conservative.  Funda-
mentally, we continue to like the PVH 
story, as the company has significant 
opportunities to improve Warnaco’s Calvin 
Klein business through investments in 
product design, marketing and infrastruc-
ture.  Longer-term, Calvin Klein and 
Tommy Hilfiger are global lifestyle brands 
with sizable growth potential around the 
world.       
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toP ten HoldinGs* AS Of 3/31/15

Apple Inc 4.53%

Microsoft Corp 3.81

Aetna Inc 2.98

Celgene Corp 2.98

Oracle  Corp 2.90

United Rentals 2.85

Hershey Co. 2.79

Danaher Corp 2.78

Western Digital Corp 2.78

Home Depot Inc. 2.72

A closer look
Profit Investments, is an investment 
advisory firm that serves institutional  
and retail clients investing in U.S.  
equities. Profit Investments seeks a long-
term strategy of maximizing  
wealth while minimizing risk.

Portfolio mAnAGer
Eugene Profit founded Profit Investments 
and is the Portfolio Manager. He has more 
than seventeen years of portfolio manage-
ment and investment research experience. 

objective & strAteGies
Profit Investments seeks to provide inves-
tors with a high long-term total return, 
consistent with the preservation of capital 
and maintenance of liquidity, by investing 
primarily in the common stocks of estab-
lished companies.

Our strategy is to invest in companies 
exhibiting characteristics of strong funda-
mentals, solid growth rates and attractive 
franchises with sustainable competitive 
advantages. A stock’s price should reflect a 
discount to its intrinsic value at the time 
of purchase.

lArGe comPosite cHArActeristics* AS Of 3/31/15

 Large Cap  R1000  R1000G 

EPS Growth (LT) 14.20  11.30  14.00 

EPS Growth (Hist 3yr) 17.20  11.10  14.30 

P/E (12 Mo forecast) 19.70  34.60  44.00 

Dividend Yield 1.29  1.87  1.44 

PEG Ratio (12 Mo forecast) 1.38  3.06  3.14 

Price to Book 5.90  8.10  11.20 

Mkt Cap (Weighted Mean $) 117.2B  118.1B  129.5B 

*Supplemental Information

Profit large cap equity composite contains fully discretionary large cap equity accounts that utilize the Profit 
Investment Management proprietary investment process to invest in domestic equity securities that have a market 
capitalization of $1 billion or more and for comparison purposes is measured against the Russell 1000 Growth 
Index and the Russell 1000 Index.  The minimum account size for this composite is $1 million.  

A compliant presentation and/or a list and description of all firm composites is available upon request.

Profit Investments claims compliance with the Global Investment Performance Standards (GIPS®).

Assets by client tyPe Assets by strAteGy

contAct

888.335.6629
profitfunds.com

Large Cap ($1.5B, 80%)

Small Cap ($91M, 5%)

Ratings Sensitive ($175M, 9%)

Social ($35M,2%)

Mid Cap ($79M, 4%)

Public ($1.4B, 74%)

Corp ($329M, 17%)

Mutual fund ($14M, 1%)

Taft-Hartley/Union ($100M, 5%)

Endowment ($55M, 3%)


