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Investing 2.0:
The Latest in Technology & Collaboration To Keep Your Edge

Important Disclosure Information is contained on the last page of this report. The recipient of this report is directed to read these disclosures. david.trainer@newconstructs.com
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New Constructs, LLC
• Founded in July 2002; became a hedge fund from 2007-2015; re-launched 

research business in 2014

• Track record: model portfolios and research featured by Barron’s and CNBC

• Expertise and experience: accounting, finance & technology

David Trainer (CEO):
Former auditor and executive compensation consultant with Arthur Andersen, equity analyst 
at Credit-Suisse and hedge fund manger. 

Lee Moneta-Koehler (COO):
Former Director of Research and equity analyst at New Constructs. 10+ years of 
experience developing financial technology. 

Rich Brashears (CTO):
Former VP of Research & Development for Cadence Design Systems, the leader in 
electronic design automation. 20 years experience defining and developing complex 
software for use in the design of electronics.  

OVERVIEW & BACKGROUND
Experience & Expertise
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MACHINES CAN BE BETTER AT SOME FORMS OF DILIGENCE
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MACHINE LEARNING FROM EXPERTS

4

Human-Validated Parsing Instructions from 120,000+ Filings
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GIVE CLIENTS THE (FIDUCIARY) SERVICE THEY EXPECT

5

Key Benefits
1. More trust from clients
2. Cost effective fulfillment of 

fiduciary duties
a. Comprehensive
b. Objective
c. Transparent
d. Relevant
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DISCLOSURE TRENDS ARE NOT YOUR FRIEND
More Data, More Noise, More Complexity
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• Filings have grown to 200+ pages

(That’s longer than the average novel.)

• Increasingly complex and time-consuming work

• Accounting rules are constantly changing
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CLIENTS & PARTNERS

7

• Top	hedge	fund	and	institutional	money	managers

• Top	wealth	management	firms

• Top	advisors

• Top	accounting,	insurance	&	consulting	firms

The Latest In Technology For The Best In the World
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*This graph was created based on information collected and analyzed by New Constructs, LLC. New Constructs regularly 
gathers information from over 3,000 companies’10Ks, including the Notes to the Financial Statements and MD&A.  

RETURN ON INVESTED CAPITAL – FOR BANKS
More Rigorous ROE

8

ROIC =                  NOPAT/
Average Invested Capital

Key differences:
1. Interest expense is treated like cost of goods sold

2. NOPAT is cleaned up for unusual items from footnotes and MD&A

3. Balance sheet is made whole, accounts for acquisitions and write-offs
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EMPIRICAL EVIDENCE THAT ROIC MATTERS MOST
All Non-REIT Financial with >$5bn in Market Cap
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Return On Invested Capital

ROIC Explains Valuation
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RESEARCH TECHNOLOGY PLATFORM
Data Collection & Modeling Under One Roof

10

We	created	our	own	data	collection	technology	to	provide	high	integrity	models	to	clients.

Traditional	data	feeds	are	not	trustworthy	for	sophisticated	financial	modeling.	
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VERSUS OTHER RESEARCH OFFERINGS
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Coverage
Cash Flow Focus 

(Non-GAAP)
Consistent Due 

Dilligence
Transparency/Links 

To
Independence

Stocks ETFs
Mutual 
Funds

ROIC & 
Economic 
Earnings

Reverse 
DCF

Footnotes MD&A Models

SEC 
Filings/ 
Source 
Data

Not Paid By 
Funds or 

Companies 
Covered

No 
Banking or 

Trading 
Revenues

New Constructs √ √ √ √ √ √ √ √ √ √ √

CFRA limited √ ? 1/2 1/2 √ √

Credit-Suisse HOLT √ √ √ √

MorningStar √ √ √ √ √

EVA Dimensions √ √ √ √

S&P Capital IQ √ √

Zack's √ √

Other Sell-Side √

Valuentum.com √ √ √ √ √

Finbox.io √ √ √ √

GuruFocus √ √ √ √

Other Firms √ ? ?
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Viola’s	Collaborative	Initiatives

Viola	
Risk	

Advisors

NYU	V-Lab	
Systemic	Capital	

Shortfall

NUS	RMI

CDS	Globally

New	Constructs

Equity	Valuation	
(EVA/DCF)

NewOak

RMBS/CMBS	
Valuation

VantageScore

Consumer	Risk	
Valuation

Bloomberg	
Conferences
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N.	American ROIC Eco.	Margin

FCF

Yield Price	to	EBV GAP

TTM	17

($	MM)

JPMorgan	Chase 9% 1.7% 6% 1.0 <1 $26,058

Wells	Fargo 9% 2.3% 4% 0.9 <1 21,688

Bank	of	America 5% -2.6% 6% 1.2 4 17,251

Citigroup 4% -4.3% 5% 1.1 3 15,319

Goldman	Sachs 8% 0.9% 7% 1.0 <1 7,637

Morgan Stanley 8% -0.7% 5% 1.3 5 6,701

RBC 15% 9.2% 5% 0.7 <1 7,976

Toronto Dom. 8% 2.8% 18% 0.9 <1 7,132

European	

Deutsche	Bank 2% -6.5% 45% 0.9 8 $2,683

UBS* 1% -3.0% NA NA NA 1,302

Credit	Suisse -1% -8.3% 17% -1.7 >100 -1,081

HSBC 4% -1.9% 4% 1.1 <1 10,675

Barclays 2% -7.0% 42% 3.2 >100 1,551

BNP	Paribas* 2% 0.1% NA NA NA 11,340

SocGen* 1% 0.03% NA NA NA 6,359

Santander 4% -4.4% 6% 1.9 20 6,461

BBVA 3% -5.5% 10% 3.0 <1 2,554

Footnote:	New	Constructs,	TTM	=Trailing	Twelve	Months	=	Net	Operating	
Profit	after	Tax	(NOPAT),	EBV	=	Economic	Book	Value,	*	Bloomberg	LP

Asia/Australia

Mitsubishi	UFJ	 9% 2.3% 5% 0.6 <1 $10,699

Sumitomo Mitsui	 7% 0.2% -13% 0.6 <1 7,398

Mizuho*	 1% -0.7% NA NA NA 495

Westpac 11% 4.2% -4% 1.0 <1 6,087

Global	Systemic	Banks:	Economic	Earnings
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Footnote:	NYU	V-Lab,	New	Constructs,	TTM:	Trailing	Twelve	Months	=	Net	Operating	Profit	after	
Tax	(NOPAT),	WACC	=	Weighted	Average	Cost	of	Capital,	**	Negative	NOPAT,	*	Bloomberg	LP	

N.	American

Systemic	Capital	

Shortfall Breakeven	(Yrs) WACC Invested Capital		 Enterprise	Value

TTM	17

($	MM)

JPMorgan	Chase $39,977 1.5 7.3% $286,842 $347,030 $26,058

Wells	Fargo 7,147 0.3 6.6% 243,401 306,155 21,688

Bank	of	America 69,426 4.0 7.9% 324,759 259,332 17,251

Citigroup 55,809 3.6 8.3% 380,795 195,467 15,319

Goldman	Sachs 22,397 2.9 7.5% 90,827 104,640 7,637

Morgan Stanley 27,107 4.0 8.4% 86,652 95,981 6,701

RBC 12,188 1.5 5.2% 60,916 117,322 7,976

Toronto Dom. 17,232 2.4 5.1% 62,114 102,562 7,132

European

Deutsche	Bank $78,463 29.2 8.7% $118,109 $27,597 $2,683

UBS* 20,211 15.5 3.6% 197,163 NA 1,302

Credit	Suisse 30,562 -28.3** 6.8% 76,563 35,801 -1,081

HSBC 28,905 2.7 6.2% 248,206 188,546 10,675

Barclays 59,383 38.3 8.5% 98,032 51,279 1,551

BNP	Paribas* 90,788 8.0 1.7% 405,634 NA 11,340

SocGen* 65,592 10.3 1.0% 302,141 NA 6,359

Santander 38,162 5.9 8.7% 168,092 118,499 6,461

BBVA 22,543 8.8 8.1% 103,815 67,518 2,554

Asia/Australia	

Mitsubishi	UFJ	 $158,088 14.8 6.5% $121,839 $98,181 $10,699

Sumitomo Mitsui 102,851 13.9 6.9% 104,471 67,900 7,398

Mizuho* 111,111 224.5 1.9% 39,105 NA 495

Westpac NR NA 6.8% 55,659 89,300 6,087

Global	Systemic	Banks:	After-Tax	cash	Flow
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PORTFOLIO TRACKING & ALERTS
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DETAILED RATINGS, MODELS & REPORTS

16
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STOCK, ETF & MUTUAL FUND SCREENING

17
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Technology To Support 
Fulfillment of Fiduciary Duties

18
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NEW RULE RAISES QUESTIONS

19

1. Will the rule stand? 

2. What, exactly, does it take to fulfill fiduciary duties?

3. What does “fiduciary” mean = Duty of Loyalty & Duty of Care

• My focus is on the Duty of Care.



Confidential - New Constructs, LLC

THINGS WE KNOW FOR SURE

20

The DOL has shined a light in the dark corner of 
investment research. 
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CAN’T UNSHINE THE LIGHT

21

1. Investors’ awareness is permanently higher.
• Who wants to be seen as not putting the client’s interests first?

• Charging too much or 
• Not doing diligence

2. Major firms (TD, Merrill & Fidelity) committed to new rule. 

3. Existence of new rule implies existing practices are not 
adequate.
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TRADITIONAL RESEARCH HAS FLAWS

22

Technical research lacks rigor
• Recommendations based on a pattern on a chart?

Sell-side research is less reliable
• Conflicted? some highly publicized issues

• Diminishing resources

Investors Deserve Better
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WHAT DEFINES “BETTER” RESEARCH

23

By law:

• A fiduciary must act with “care, skill, prudence, and 

diligence.” 

Research must be:

Inarguably in best interests of clients

Research must not be:

• Conflicted

• Based on diversification

• Dependent on technicals

How to meet the Duty of Care
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DEFINING DILIGENCE

24

1. Comprehensive: 
All relevant publicly-available (e.g. 10-Ks and 10-Qs) information has 
been diligently reviewed, including the footnotes and MD&A.

2. Un-conflicted: 
Clients deserve unbiased research.

3. Transparent: 
Advisers should be able to show how the analysis was performed and 
the data behind it.

4. Relevant: 
Empirical evidence must provide tangible, quantifiable correlation

to stock, ETF or mutual fund performance.

Show Clients You Understand the Duty Of Care
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EMBRACE THE CHANGE

25

Key thought leaders support the importance of diligence.
• Michael Kitces

• MarketWatch.com

• Wealthmanagement.com

• BlackRock

Regulators are too:

• The DoL

Diligence Pays
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Appendix

26
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Items	found	only	in	the	MD&A	(e.g.	gains,	charges,	deferred	items,	etc)	that	distort	income	statement	results	are	rising	rapidly.	
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16% CAGR 

MD&A Hidden Items 

BIGGER HAYSTACKS, MORE NEEDLES
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Over the last 5+ Years, we found 32,583 write-downs.

32,583
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Total	- 3000+	companes

ASSET WRITE-DONWS ARE A RED FLAG

28
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Distribution of Return On Plan 
Asset Assumptions

• Raising	the	expected	Return	on	Plan	Assets	

(EROPA)	reduces	reported	pension	expense.

• The	mean	EROPA	for	2014	was	6.5%.	Roughly	

55%	of	companies	expect	a	long-term	return	

on	plan	assets	between	6.5%	and	7.5%.

• Virtusa Corp	(VRTU)	has	the	most	aggressive	

assumptions,	with	EROPA	of	10.38%,	followed	

by	Exlservice Holdings	(EXLS)	at	9%.

Auditors	&	investors	need	to	know	this	data.

MANAGEMENT’S INFLUENCE ON PROFITS

29
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New Constructs has no trading, corporate or banking ties – no 

conflicts.
• Morningstar gets paid by fund companies. Fund companies must 

license ratings from Morningstar to use them in marketing materials.

New Constructs  = unadulterated expertise in accounting, 

finance and SEC filings.

100% UNCONFLICTED

30
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ORIGINAL MACHINE LEARNING ENVIRONMENT

31
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SIMPLE TECHNOLOGY = HUGE EFFICIENCY

32
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New Constructs®, LLC (together with any subsidiaries and/or affiliates, New Constructs®) is an independent organization with no management ties to the companies it covers.  None of 
the members of New Constructs’ management team or the management team of any New Constructs’ affiliate holds a seat on the Board of Directors of any of the companies New 
Constructs covers.  New Constructs does not perform any investment or merchant banking functions and does not operate a trading desk.  

New Constructs’ Stock Ownership Policy prevents any of its employees or managers from engaging in Insider Trading and restricts any trading whereby an employee may exploit inside
information regarding our stock research. In addition, employees and managers of the company are bound by a code of ethics that restricts them from purchasing or selling a security
that they know or should have known was under consideration for inclusion in a New Constructs report nor may they purchase or sell a security for the first 15 days after New
Constructs issues a report on that security.

New Constructs is affiliated with Novo Capital Management, LLC, the general partner of a hedge fund. At any particular time, New Constructs’ research recommendations may not
coincide with the hedge fund’s holdings. However, in no event will the hedge fund receive any research information or recommendations in advance of the information that New
Constructs provides to its other clients.

DISCLAIMERS 

The information and opinions presented in this report are provided to you for information purposes only and are not to be used or considered as an offer or solicitation of an offer to buy or
sell securities or other financial instruments. New Constructs has not taken any steps to ensure that the securities referred to in this report are suitable for any particular investor and
nothing in this report constitutes investment, legal, accounting or tax advice. This report includes general information that does not take into account your individual circumstance,
financial situation or needs, nor does it represent a personal recommendation to you. The investments or services contained or referred to in this report may not be suitable for you
and it is recommended that you consult an independent investment advisor if you are in doubt about any such investments or investment services.

Information and opinions presented in this report have been obtained or derived from sources believed by New Constructs to be reliable, but New Constructs makes no representation as
to their accuracy, authority, usefulness, reliability, timeliness or completeness. New Constructs accepts no liability for loss arising from the use of the information presented in this
report, and New Constructs makes no warranty as to results that may be obtained from the information presented in this report. Past performance should not be taken as an
indication or guarantee of future performance, and no representation or warranty, express or implied, is made regarding future performance. Information and opinions contained in
this report reflect a judgment at its original date of publication by New Constructs and are subject to change without notice. New Constructs may have issued, and may in the future
issue, other reports that are inconsistent with, and reach different conclusions from, the information presented in this report. Those reports reflect the different assumptions, views and
analytical methods of the analysts who prepared them and New Constructs is under no obligation to insure that such other reports are brought to the attention of any recipient of this
report.

New Constructs’ reports are intended for distribution to its professional and institutional investor customers. Recipients who are not professionals or institutional investor customers of
New Constructs should seek the advice of their independent financial advisor prior to making any investment decision or for any necessary explanation of its contents.

This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or jurisdiction where such
distribution, publication, availability or use would be contrary to law or regulation or which would be subject New Constructs to any registration or licensing requirement within such
jurisdiction.

This report may provide the addresses of websites. Except to the extent to which the report refers to New Constructs own website material, New Constructs has not reviewed the linked
site and takes no responsibility for the content therein. Such address or hyperlink (including addresses or hyperlinks to New Constructs own website material) is provided solely for
your convenience and the information and content of the linked site do not in any way form part of this report. Accessing such websites or following such hyperlink through this report
shall be at your own risk.

All material in this report is the property of, and under copyright, of New Constructs. None of the contents, nor any copy of it, may be altered in any way, copied, or distributed or
transmitted to any other party without the prior express written consent of New Constructs. All trademarks, service marks and logos used in this report are trademarks or service
marks or registered trademarks or service marks of New Constructs.

Copyright New Constructs, LLC 2003 to present. All rights reserved.

DISCLOSURES & DISCLAIMERS
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