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Profit Large Cap Composite 3Q15 Quarterly Review

  ANNUALIZED PERFORMANCE* (PRELIMINARY AS OF 9/30/15)

                             Since Inception 
                                                                      3QTR                    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     -8.01%    -8.02%     -8.99%   -9.05%      -4.14%   -4.29%     12.65%   12.34%      13.28%   12.93%       7.86%   7.49%      9.03%   8.72%

Russell 1000 Index                       -6.83       -6.83          -5.24      -5.24          -0.61      -0.61        12.66      12.66         13.42       13.42          6.95      6.95          6.42      6.42

Russell 1000 Growth Index        -5.29       -5.29         -1.54      -1.54           3.17       3.17        13.61      13.61          14.47       14.47          8.09      8.09          5.61      5.61

*  All returns are in US dollars and does include the reinvestment of income.  Past performance is not indicative of future results. Returns are presented gross of fees 
and net of the maximum management fees and do not include custodial and/or administrative fees.

PROFIT LARGE CAP COMMENTARY
Large Cap vs. Russell 1000 Growth
The Large Cap Portfolio returns trailed 
the benchmark by 272bps for the quarter 
(-8.01% portfolio return vs. -5.29% bench-
mark return). The industrials and energy 
sectors underperformed on a relative basis. 
The strong performance in the consumer 
discretionary sector slightly offset the nega-
tive performance. 

(+)  Shares of Starbucks (SBUX) were up 
6% for the quarter and added 24bps of 
attribution. The company reported bet-
ter than expected same-store sales of 7% 
globally and 8% in the Americas, driven by 
ongoing successful new product introduc-
tions.  In addition, the shares continued to 
outperform as the company announced an 
accelerated national rollout of its Mobile 
Order and Pay capabilities based on its 
successful tests in select markets.  We re-
main bullish on SBUX as the company has 
significant room for store base expansion, 
especially in foreign markets, as well as 
through the introduction of new concepts 
with Teavana and its new high-end brand.  
In its existing stores, we expect positive 
same-stores sales to be driven by ongo-
ing product innovation, as well as Mobile 
Order and Pay.
          
(+) Shares of Nike (NKE) were up 14% in 
the quarter and added 33bps of attribu-
tion in the quarter. The Company beat 
expectations across the board with an EPS 
that was $0.15 cents above street projec-
tions. Better than expected sales, gross 
margins, expenses as a percentage of sales 
and taxes drove the beat. Sales were strong 
across the board. Nike reported revenues 

of $8.41B vs. $8.22B estimate. Footwear 
grew 18% ex-FX and apparel sales rose 
12%. Geographically, the biggest sales 
beats were in Greater China and in the 
emerging market region.

(+)  Shares of Western Digital (WDC) 
were up almost 2% during the quarter and 
added 20bps of attribution. The strong 
relative performance was due to the 
Company’s announcement of a strategic 
investment from Unisplendour Corpora-
tion. On September 30th both companies 
announced that they have entered into an 
agreement under which a subsidiary of 
Unis will make a $3.775bn equity invest-
ment in WDC. Unis agreed to purchase 
newly issued WDC common stock at a 
price of $92.50 per share. The Unis invest-
ment represents a 15% stake in WDC’s 
issued and outstanding shares following 
the close of the investment based on the 
number of issued and outstanding shares 
as of Sept. 25, 2015. The $92.50 per share 
purchase price represented a 33% pre-
mium to the previous day’s closing price. 
More importantly, we believe the proceeds 
will help Western Digital capitalize on the 
many opportunities and changes within 
the global storage industry.

(-)  Shares of Mylan (MYL) were down 
40% during the quarter and detracted 
84bps of attribution. The stock was down 
significantly due to the proposed legisla-
tion that was announced in September by 
presidential candidate Hillary Clinton. 
Mrs. Clinton tweeted out a message where 
she voiced her frustration with the escalat-
ing drug prices in the pharmaceutical in-
dustry. She also announced that she would 

be introducing policy changes that would 
curb drug pricing. Mylan and all the other 
pharmaceutical stocks sold off aggressively 
on the news. 

(-)  Shares of United Rentals (URI) 
declined 25% during the quarter and 
detracted 66bps of attribution. At the end 
of the month, URI reported an earnings 
beat, but reduced full-year guidance due 
to lower than expected rate increases and 
time utilization. While EBITDA guidance 
was reduced by ~5%, the stock sell-off this 
year has been much more significant due 
to multiple compression. URI is a cycli-
cal stock and historically the multiple has 
fluctuated widely depending on where the 
market believes we are in the economic 
cycle. When we first initiated our posi-
tion a few years ago, valuation was much 
more attractive and multiple expansion 
was fueled by improving fundamentals and 
two successful acquisitions. Given several 
years of expansion and lower gas prices, it 
is unclear when the impact of the oil & gas 
industry and temporary over-fleeting will 
subside.

(-)  Shares of Affiliated Managers (AMG) 
tumbled 21% and detracted 45 bps of at-
tribution during the quarter. The stock’s 
performance was driven by fears that the 
market sell-off would have a negative 
impact on the company’s performance and 
revenue projections. Historically, tradi-
tional asset managers, like Affiliated tend 
to see their stock sell off when the market 
drops significantly.
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TOP TEN HOLDINGS* AS OF 9/30/15

APPLE INC COM STK 4.40%
MICROSOFT CORP COM 4.10
HOME DEPOT INC COM 3.10
STARBUCKS CORP COM 3.10
DANAHER CORP COM 3.10
GENERAL ELECTRIC CO 3.10
CELGENE CORP 3.00
AETNA INC 2.90
NIKE INC CL B 2.90
DELPHI 2.90

*as a % of holdings

A CLOSER LOOK
Profit Investments, is an investment advi-
sory 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 exhib-
iting characteristics of strong fundamentals, 
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 CAP COMPOSITE CHARACTERISTICS* AS OF 9/30/15

 Large Cap  R1000  R1000G 

EPS Growth (3-5 yr) 11.5%  11.4%  14.7% 

EPS Growth ( 3yr) 13.1%  11.4%  14.1% 

P/E (12 Mo Forecast) 14.4x  16.3x  18.2x 

Dividend Yield 1.64%  2.13%  1.59% 

PEG Ratio† (12 Mo Forecast) 1.25x  1.43x  1.24x 

Price to Book 5.3  6.3  10.0 

Mkt Cap (Weighted Mean $) 114.2B  112.6B  126.2B 

*Supplemental Information 
†P/E Growth ratio

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 Investment Management LLC (“Profit”) is an SEC registered investment adviser. For more detailed 
information regarding the products and services offered by Profit, please visit www.adviserinfo.sec.gov.

Information provided has been obtained from sources believed to be reliable, but the accuracy of the 
information cannot be guaranteed. The views expressed are as of the quarter-end and are subject to change 
at any time without notice. These views not intended to predict the performance of any individual security, 
market sector, or portfolio and should not be considered a solicitation or recommendation of any security.

The Russell 1000 Index and Russell 1000 Growth Index are unmanaged indexes of 1000 stocks designed to 
measure the performance of the large-cap segment of the U.S. equity marketplace. You cannot invest directly 
in an index. These indices may represent a more diversified list of securities than those recommended by 
Profit. Additional information on any index is available upon request.

The stocks on this page represent the top and bottom stocks based on Attribution Analysis—the opportunity 
cost of our investment decisions relative to the overall benchmark. The top contributors/detractors do not 
represent all securities held within client portfolios or purchased/sold during the period. To obtain a list 
showing the contribution of each holding that contributed to overall performance during the quarter and the 
calculation methodology, please call the number listed below.

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 ($552M, 78%)
Small Cap ($59M, 8%)
Mid Cap ($71M, 10%)
Social ($25M, 4%)

Public ($492M, 70%)
Corp ($80M, 11%)
Mutual Fund ($16M, 2%)
Taft-Hartley/Union ($75M, 11%)
Endowment ($44M, 6%)

PROFIT INVESTMENTS


