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Profit Large Cap Composite 2Q15 Quarterly Review

  ANNUALIZED PERFORMANCE* (PRELIMINARY AS OF 6/30/15)

                             Since Inception 
                                                                      2QTR                    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       0.61%    0.61%      -1.06%   -1.07%       7.64%    7.64%     18.57%   18.31%      17.74%   17.41%       8.97%   8.61%      9.68%   9.38%

Russell 1000 Index                         0.11        0.11           1.71       1.71            7.37       7.37         17.73      17.73         17.58       17.58         8.13       8.13          6.94     6.94

Russell 1000 Growth Index          0.12        0.12          3.96        3.96        10.56     10.56        17.99      17.99          18.59       18.59          9.10      9.10          6.02     6.02

*  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 returns exceeded 
the benchmark by 49 bps for the quarter 
(+0.61% portfolio return vs. +0.12% 
benchmark return). Positive sector perfor-
mance in health care, financials and 
industrials helped boost portfolio returns, 
with each sector adding 28 bps or more of 
attribution. Consumer staples and consum-
er discretionary underperformed on a 
relative basis, detracting 20 bps and 49 bps, 
respectively. Information technology was 
the weakest performing sector, which 
detracted 101 bps of attribution. 

(+)  Shares of Aetna (AET) were up almost 
20% for the quarter, adding 50 bps of 
attribution. The company reported strong 
quarterly results at the end of April and 
momentum in the stock continued 
throughout the rest of the quarter. AET 
reported a sizable earnings beat and raised 
its 2015 operating EPS outlook. Shares 
have also benefited from the move toward 
consolidation in the health insurance 
industry, which is an unintended conse-
quence of the Affordable Care Act. AET is 
apparently on both sides of the M&A table, 
as AET has bid on Humana, while United-
Health reportedly has approached AET as 
a take-over. We continue to like the 
longer-term prospects of AET, but the 
near-term M&A chatter introduces stock 
volatility. 
          
(+)  Shares of Eastman Chemical (EMN) 
were up almost 19% for the quarter, 
adding 34 bps of attribution. The company 
reported strong earnings, coming in 
materially ahead of expectations. After 
guiding to flat 2015 results just three 

months ago, the strong Q1 report and 
current trends are giving management 
confidence that EMN is well positioned 
for its sixth consecutive year of EPS 
growth. EMN is performing well funda-
mentally and we expect this to continue. 

(+)  Shares of Mylan (MYL) were up 14% 
for the quarter, adding 27 bps of attribu-
tion. The quarterly result in May, showed 
better-than-expected expenses offsetting a 
revenue miss. Outperformance in the 
stock during the quarter was largely driven 
by M&A. In early April, Teva Pharmaceuti-
cal Industries made a $82/share bid for 
Mylan, but Mylan’s management has 
expressed its commitment to a stand-alone 
strategy. However, Mylan prefers to be on 
the acquirer side of the table and is 
attempting to buy Perrigo Co (PRGO). 
Mylan has already raised its bid for PRGO, 
as the company appears very determined 
to win PRGO and avoid a take-out by Teva. 
This back-and-forth likely will continue, 
but ultimately MYL shareholders should 
benefit from a deal. 

(-)  Shares of Michael Kors (KORS) were 
down almost 36% for the quarter, detract-
ing 75 bps of attribution. The stock traded 
down materially following a quarterly 
earnings miss and initial FY2016 guidance 
that came in below expectations. This 
marked the first downward earnings 
revision since its IPO, as comp trends 
came in much lower than expected. 
Although sentiment likely will remain 
weak until comps stabilize, which we 
believe should happen in the next quarter 
or two, the brand remains strong, the 
balance sheet is clean, and the company is 
buying back stock. Given the global 
strength of the brand, the significant 

opportunities to continue growing in 
international markets, and the current 
multiple, we continue to believe there is 
significant upside potential in the stock.  

(-)  Shares of Twitter (TWTR) were down 
almost 28% for the quarter, subtracting 59 
bps of attribution. Although TWTR had a 
tough quarter, we still see a real opportu-
nity for increased engagement, higher ROI 
and the ability to monetize over time. We 
believe the partnership with Google both 
for search indexing as well as the new 
integration with DoubleClick should help 
provide increased traffic and advertising as 
well as third party attribution for Twitter 
inventory. Longer-term, we’re optimistic 
about Twitter’s ability to monetize their 
logged-out user base and we continue to 
see that as an opportunity.

(-)  Western Digital (WDC) was down 13% 
for the quarter, subtracting 38 bps of 
attribution. The weakness was due to an 
industry report that came out and indi-
cated that PC demand in China was below 
expectations due to excessive inventory in 
the channel. Longer term, we think the 
negative impact to the HDD total address-
able market, from a PC down cycle, is 
already incorporated in investor estimates 
for WDC and that fundamentals have 
bottomed. Additionally, we still view WDC 
as a net beneficiary of data storage growth, 
with demand for capacity enterprise 
drives, as well as solid-state drives. This 
should result in expanding margins and 
EPS, combined with strong FCF genera-
tion, making it an attractive story.
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TOP TEN HOLDINGS* AS OF 6/30/15

Apple Inc 4.36%

Microsoft Corp 3.51

Aetna Inc 2.99

Celgene Corporation 2.86

General Electric Company 2.75

Delphi Automotive PLC 2.72

Gilead Sciences, Inc. 2.65

Danaher Corporation 2.65

Marathon Petroleum Corp. 2.61

United Rentals, Inc. 2.59

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 6/30/15

 Large Cap  R1000  R1000G 

EPS Growth (LT) 11.10  11.70  14.50 

EPS Growth (Hist 3yr) 15.80  11.10  13.50 

P/E (12 Mo Forecast) 17.40  37.40  49.80 

Dividend Yield 1.34  1.90  1.40 

PEG Ratio (12 Mo Forecast) 1.50  3.20  3.43 

Price to Book 5.70  6.70  10.80 

Mkt Cap (Weighted Mean $) 118.2B  118.5B  130.4B 

*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 ($748M, 79%)

Small Cap ($80M, 8%)

Mid Cap ($79M, 8%)

Social ($34M, 4%)

Public ($556M, 59%)

Corp ($228M, 24%)

Mutual Fund ($15M, 2%)

Taft-Hartley/Union ($89M, 9%)

Endowment ($54M, 6%)


