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Important Disclosure Information is contained on the last page of this report.   
The recipient of this report is directed to read these disclosures. 

 

Unrivaled Store Footprint Drives Upside Potential  
This retailer is positioned well to grow its top and bottom lines over the long term, but the stock is priced as if 
profits will fall below pre-pandemic levels. Dollar General (DG: $206/share) is this week’s Long Idea. 

 

 

DG presents quality risk/reward given Dollar General’s:  

• largest brick-and-mortar footprint in the U.S. 
• rising market share and same-store sales  
• small low-cost store format is difficult for competitors to replicate 
• high profitability, especially capital turnover, amongst peers 
• strong growth opportunities  
• current valuation implies profits will fall to pre-2018 levels  

Largest Brick-and-Mortar Footprint in the U.S. 

With a store within five miles of 75% of the U.S. population, Dollar General offers many millions of consumers 
convenience and creates strong brand awareness.  

At the end of 20201, Dollar General operated 17 thousand stores, more than Dollar Trees’ (DLTR) ~15,700 
stores, 1.9X the number of Walgreen’s (WBA) stores, and 1.2x the combined store count of Walmart (WMT), 
Kroger (KR), Target (TGT), Big Lots (BIG), Five Below (FIVE), and Albertson’s (ACI), per Figure 1.  

Figure 1: Dollar General’s U.S. Store Count Vs. Competition - 2020 
 

 
 

Sources: New Constructs, LLC and company filings. 

Brick-and-Mortar Footprint Is Growing and Taking Market Share 

Dollar General is aggressively expanding its footprint. Per Figure 2, Dollar General’s share of U.S. retail stores 
grew even more during the pandemic as many weaker operators closed stores. Dollar General stores comprised 
5.2% of all U.S. brick-and-mortar stores in 2020, up from 3.5% in 2018. The firm plans to add an additional 1,050 
stores in 2021.  

 
1 Dollar General’s last fiscal year ended January 29, 2021, which we refer to throughout the report as 2020.  
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Learn more about the best fundamental research 

http://blog.newconstructs.com/
http://www.newconstructs.com
https://www.newconstructs.com/category/stock-plays-of-the-week/
https://www.statista.com/statistics/1079239/brick-and-mortar-retail-store-count-us/
https://www.newconstructs.com/email-sign-up-best-fundamental-research/
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Figure 2: Dollar General’s Stores as Percent of U.S. Brick-and-Mortar Retail Stores 
 

 
 

Sources: New Constructs, LLC and company filings and Statista. 

While the Retail Apocalypse led many traditional brick-and-mortar retailers into bankruptcy, Dollar General 
consistently took market share throughout this time, per Figure 3. The firm’s share of U.S. general merchandise 
store sales grew from 1.6% in 2007 to 4.6% in 2020. While the firm’s market share fell in 1Q21 to 4.1%, it 
rebounded in 2Q21 to 4.2% and remains higher than its pre-pandemic share of 3.9% in 2019.  

Even Walmart, which operates a very profitable brick-and-mortar business, has seen a decline in its share of 
U.S. general merchandise store sales, which fell from 52.8% in 2018 to 52.5% in 2020. Walmart’s U.S. physical 
store sales grew only 2% compounded annually from 2018 to 2020, while Dollar General’s revenue grew 15% 
compounded annually over the same time.  

Figure 3: Dollar General’s Share of General Merchandise Store Sales: 2007 - TTM 
 

 
 

Sources: New Constructs, LLC, company filings, and FRED. 

More Efficient Operations 

Per Figure 4, Dollar General’s small-box concept store are more efficient than its two closest competitors, Dollar 
Tree (DLTR) and Five Below (FIVE).  

Dollar General’s selling, general, and administrative (SG&A) expense as a percent of total revenue is well below 
its competitors in each of the past five years. 
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Figure 4: Dollar General’s SG&A as % of Revenue Vs. Competitors: 2016 - 2020 
 

 
 

Sources: New Constructs, LLC and company filings 

New Store Growth Is Strong  

Following an extraordinary year of record-setting sales is proving hard to repeat, and Dollar-General’s same-
store quarterly sales in 2Q21 were down 5% YoY. However, the firm’s total sales, which include new store sales, 
fared much better and were <1% below 2Q20. Even with difficult total sales comps, management is guiding for 
sales growth between 0.5% to 1.5% for the full year in 2021 as the firm continues to open new stores. In other 
words, the firm is not giving up the growth it achieved during the COVID-19 pandemic but is building on a larger 
base. 

The 1,050 new stores opening in 2021 are part of ~17 thousand new store opportunities (double the current 
footprint) that the firm identified at the end of 2020. Dollar General’s aggressive new store growth plans enable it 
to take advantage of the large number of retail closures in 2020 and further expand its brick-and-mortar footprint 
and market presence.  

The firm has also developed new store concepts as part of its new-store growth strategy. Dollar Store aims to 
increase its reach to more middle-class suburban customers through the treasure hunt home-goods oriented 
PopShelf format and to more urban customers through its convenient-store DGX concept. A successful foray into 
one or both of these customer segments could provide a long runway for continued new store growth.  

Existing Store Network Is Positioned for Future Growth 

The firm has grown annual same-store sales in each of the last 31 years. More recently, Dollar General’s same-
store sales grew from $20.3 billion in 2016 to $31.9 billion in 2020.  

The firm recently brought its distribution of frozen and refrigerated products in house in an effort to reduce costs. 
This initiative, along with its project to increase cooler spaces in its stores, positions the firm to offer more 
perishable items, which would create a more “one-stop shop” experience and grow how much customers spend 
on each store visit.  

Dollar General’s vast brick-and-mortar network positions it to expand into other segments of consumer spending, 
beyond retail. For example, the Centers for Disease Control (CDC) identified Dollar General as a potential 
distributor of vaccinations to rural communities. The firm recently hired a chief medical officer and is exploring 
how it can expand its healthcare offering. While it hasn’t announced any formal healthcare plans yet, Dollar 
General unrivalled brick-and-mortar footprint has the potential to sell more than just retail goods.  

Positioned for Digital Growth Too 

Dollar General’s extensive small-box store network positions the firm to grow its omni-channel presence as 
we’ve seen with other best-in-class retailers Best Buy (BBY), Williams-Sonoma (WSM) and Target (TGT).  
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http://blog.newconstructs.com/
http://www.newconstructs.com
https://seekingalpha.com/news/3734346-dollar-general-falls-after-cautious-guidance-factors-in-covid-supply-chain-uncertainties
https://seekingalpha.com/article/4414914-dollar-general-corporation-dg-ceo-todd-vasos-on-q4-2020-results-earnings-call-transcript
https://www.newconstructs.com/retail-earnings-reports-reveal-growth-opportunities/
https://drugstorenews.com/cdc-dollar-general-talks-regarding-covid-19-vaccine-distribution
https://www.newconstructs.com/3-outperformers-with-room-to-soar/
https://www.newconstructs.com/an-uncommon-gem-a-thriving-retailer-at-a-discount/
https://www.newconstructs.com/more-long-ideas-that-look-good-post-earnings/
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Dollar General’s digital ecosystem offers customers digital coupons, a shopping list feature, a cart calculator, 
budgeting tool, and an ecommerce site. Additionally, Dollar General has 4 million active users on its DG Go 
mobile app, which enables customers to order online and pick up at the store. Dollar General’s limited inventory 
means online orders are typically only five or six items at a time, are quick for employees to fulfill, and comes at 
little additional labor cost.  

Customers Acquired During COVID Are Likely to Stick 

A down economy in 2008/2009 had many people turning to dollar stores, and Dollar General not only took 
market share, but it also grew at a much faster rate during the Great Recession. From 2008 to 2019, the firm’s 
revenue grew 9% compounded annually, which is double the YoY revenue growth in 2007.  

The firm grew sales 22% YoY  from 2019-2020. If the new shoppers acquired during the pandemic stick like 
those during the Great Recession, Dollar General will be well positioned for continued growth from its larger 
customer base. To keep those customers, Dollar General launched a retention program in September 2020 and 
the firm noted in its 2Q21 earnings call that it is, “delighted with what we've seen in terms of the stickiness of the 
new customers we've brought in, even above expectations”. 

Near Term Margins Are Likely to Fall 

It’s not all good news for Dollar General, as near-term margins will likely be difficult to maintain. During the 
pandemic, Dollar General’s revenue received a large boost from competitor’s empty shelves, essential business 
status, high unemployment rates, and a weakened economy. However, lingering effects of labor shortages, 
wage increases, supply chain issues, and soaring freight costs are adversely affecting the firm’s gross margins. 

Transportation and supply costs in particularly are impacting the firm’s margins. The average world-wide price to 
ship a container rose more than 4X over the one-year period ended July 1, 2021. These increased transportation 
and supply costs are making their way to the firm’s bottom line as the firm’s 2Q21 gross margins fell from 32.5% 
in 2Q20 to 31.6% in 2Q21.  

Over the long term, further adoption of technological improvements such as the checkout function from the firm’s 
DG app and self-checkout capabilities could help relieve some problems from labor shortages and wage 
increases.  

But Dollar General Wins in an Inflationary Environment Over the Long Term 

Labor and supply chain challenges are not unique to Dollar General and will likely lead to an inflationary 
environment. As prices across the retail market rise, Dollar General, as a convenient and low-cost provider, is 
positioned to gain even more customers in search of relief for their ever-tightening budgets.  

A rise in prices for basic consumer prices could help drive sales of Dollar General’s extensive private label 
products, too, which are typically higher-margin than their branded counterparts. 

Given the reach of its physical stores, Dollar General can negotiate pricing from a position of strength with most 
of its suppliers, which are very motivated to access Dollar General’s distribution network.  

Suppliers also know that Dollar General can easily swap out items in its inventory to provide a better value 
proposition for its customers. Dollar General’s willingness to walk away from many types of items keeps pressure 
on its suppliers to keep costs low.  

Last but not least, Dollar General’s lean operating structure could prove to be an advantage as its higher margins 
can afford more cost increases than firms with lower margins. 

Improved Invested Capital Turns Can Overcome Margin Compression 

Concerns over the rise in wages and inventory costs may cause some to doubt Dollar General’s long-term 
profitability. However, operating efficiency (as measured by NOPAT margin) is just one part of a firm’s 
profitability. One must also account for balance sheet efficiency (as measured by invested capital turns), where 
Dollar General excels.   

Dollar General’s focus on balance sheet efficiency equips the firm to navigate the challenging margin 
environment more profitably than its peers. Per Figure 5, the firm’s invested capital turns improved from 1.4 in 
2016 to 1.6 over the trailing-twelve-months (TTM). Dollar General’s current invested capital turns of 1.6 are 
superior to Dollar Tree and Five Below, with invested capital turns of 1.2 and 1.3, respectively. 

http://blog.newconstructs.com/
http://www.newconstructs.com
https://www.grocerydive.com/news/perishables-push-growth-at-dollar-general/584974/
https://seekingalpha.com/article/4452040-dollar-general-corporation-dg-ceo-todd-vasos-on-q2-2021-results-earnings-call-transcript
https://www.wsj.com/articles/container-ship-prices-skyrocket-as-rush-to-move-goods-picks-up-11625482800
https://www.newconstructs.com/education-roic-drivers-dupont-analysis/
https://www.newconstructs.com/invested-capital-turns/
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Furthermore, the Dollar General’s plans to drive more foot traffic to the store with more refrigerated items could 
help the firm improve its invested capital turns, which would further offset some of the effects of declining 
margins.  

Figure 5: Dollar General’s Invested Capital Turns Vs. Peers: 2016 - TTM 
 

 
 

Sources: New Constructs, LLC and company filings 

Dollar General’s High Profitability 

Dollar General’s convenient brick-and-mortar presence and low operating costs produce a very profitable 
business. Dollar General’s net operating profit after tax (NOPAT) margin improved from 7% in 2016 to 9% TTM. 
Improved margins and invested capital turns drive Dollar General’s return on invested capital (ROIC) from 7% in 
2016 to 15% TTM, which ranks well above larger retailers such as Walmart and Kroger.  

Figure 6: Dollar General’s Profitability Vs. Competitors: TTM 
 

Company Ticker 
NOPAT 
Margin 

Invested 
Capital Turns 

ROIC 

Target Corporation TGT 7% 2.9 20% 

Five Below Inc.2 FIVE 12% 1.3 16% 

Dollar General Corp DG 9% 1.6 15% 

Walmart Inc. WMT 4% 3 11% 

Dollar Tree, Inc. DLTR 7% 1.2 9% 

Big Lots, Inc. BIG 5% 1.5 8% 

Walgreens Boots Alliance, Inc. WBA 4% 1.8 7% 

CVS Health Corp CVS 4% 1.7 6% 

Albertsons Companies, Inc. ACI 2% 3.0 6% 

The Kroger Company KR 2% 2.8 5% 

Market-Cap-Weighted Avg of Competitors 4% 2.5 11% 
 

Sources: New Constructs, LLC and company filings 

 

 

 

 
2 Five Below’s TTM ROIC is up from 9% in 2020 and may not be sustainable going forward. Five Below’s 2-year average ROIC of 12% is 
well below Dollar General’s 2-year ROIC of 14%. 
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Core Earnings Growth Is Likely to Continue Too 

Dollar General’s focus on top-line growth doesn’t mean it is not also focused on the bottom line. Dollar General 
grew Core Earnings3 YoY in each of the past 13 years. More recently, the firm grew Core Earnings from $1.2 
billion in 2015 to $1.7 billion in 2019. While Core Earnings in the TTM period are below 2020, at $2.5 billion, they 
remain above 2019 levels.  

Figure 7: Dollar General’s Revenue & Core Earnings Since 2016  

 

 
 

Sources: New Constructs, LLC and company filings.  

DG Is Priced for Profits to Fall to Below Pre-Pandemic Levels  

Even though ResearchAndMarkets projects the U.S. retail market to grow 3.5% from 2020 to 2025, Dollar 
General is priced as if its profits will permanently fall below pre-pandemic levels. We calculate Dollar General’s 
price-to-economic book value (PEBV) of 0.9 based on its pre-pandemic three-year average NOPAT from 2017-
2019. This ratio means the stock is priced for profits to fall 10% below its pre-pandemic profit levels and never 
recover. This expectation seems overly pessimistic for a firm that took market share in 2020, expanded its 
profitable brick-and-mortar footprint, and grew NOPAT 12% compounded annually the decade prior to the 
pandemic. 

When we use our reverse discounted cash flow (DCF) model to analyze the future cash flow expectations baked 
into Dollar General’s stock price, we can provide clear mathematical evidence that the current valuation implies 
profits will not ever regain 2019 levels. We also provide an additional scenario to highlight the upside potential in 
shares if Dollar General grows at just half of consensus rates. Each scenario also assumes Dollar General will 
experience persistently lower NOPAT margins going forward. 

DCF Scenario 1: we assume Dollar General’s:  

• NOPAT margin falls to 7% (5-year low vs. 9% TTM) in 2021 through 2030 and 
• revenue grows just 1% compounded annually from 2021-2030 

In this scenario, Dollar General’s NOPAT falls 5% compounded annually for the next decade and the stock is 
worth $206/share today – equal to the current price. In this scenario, Dollar General earns $1.9 billion in NOPAT 
in 2030, which would be its lowest NOPAT since 2017.  

DCF Scenario 2: Shares Are Worth $373+ With Compressed Margins: If we assume Dollar General’s: 

• NOPAT margin falls to 8% (vs. 9% TTM) from 2021 through 2030 and  
• revenue grows at a 3% CAGR (half of 2021-2023 consensus CAGR) from 2021-2023 and 

 
3 Only Core Earnings enable investors to overcome the inaccuracies, omissions and biases in legacy fundamental data and research, as 
proven in Core Earnings: New Data & Evidence, written by professors at Harvard Business School (HBS) & MIT Sloan and published in The 
Journal of Financial Economics. 
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https://www.newconstructs.com/education-close-the-loopholes-how-our-dcf-works/
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• revenue grows by 1% each year thereafter through 2030, then   

DG is worth $373/share today – an 81% upside to the current price. See the math behind this reverse DCF 
scenario. 

Figure 8 shows Dollar General’s historical NOPAT alongside its implied NOPAT in each of the above DCF 
scenarios.  

Figure 8: Dollar General’s Historical and Implied NOPAT: DCF Valuation Scenarios  

 

 
 

Sources: New Constructs, LLC and company filings.  

Sustainable Competitive Advantages Will Drive Shareholder Value Creation  

Here’s a summary of why we think the moat around Dollar General’s business will enable it to continue to 
generate higher NOPAT than the current market valuation implies. The following competitive advantages also 
help Dollar General grow its market share over the long term: 

• largest brick-and-mortar footprint in the U.S. 
• lower-cost small-store format  
• superior invested capital turns compared to peers 

What Noise Traders Miss With Dollar General 

These days, fewer investors focus on finding quality capital allocators with shareholder friendly corporate 
governance. Instead, due to the proliferation of noise traders, the focus is on short-term technical trading trends 
while more reliable fundamental research is overlooked. Here’s a quick summary of what noise traders are 
missing: 

• large market share gains throughout the pandemic 
• large omni-channel growth opportunity 
• improving operational and balance sheet efficiency 
• consistent improvement in YoY profitability before the pandemic 
• valuation implies profits will fall to pre-2018 levels 

Earnings Beats, Rising Inflation, or Launching Into Healthcare Could Send Shares Higher Long Term 

According to Zacks, Dollar General beat EPS estimates in nine of the past 10 quarters and doing so again could 
send shares higher. 

Should a rise in inflation continue, consumers feeling the need to tighten-up their budgets (as they did in the 
Great Recession) could drive a significant increase in traffic to Dollar General’s stores low-cost offerings.  

Lastly, should Dollar General launch into healthcare, investors could take notice that the firm is well-positioned to 
provide services to an underserved population and sell more than just retail goods.  
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Dividends and Share Repurchases Could Provide 5.9% Yield 

Dollar General has increased its dividend each year since 2015. Since 2016, the firm has paid $1.5 billion in 
cumulative dividends. The firm’s current dividend, when annualized, provides a 0.8% yield. 

Dollar General also returns capital to shareholders through share repurchases. From 2016 to 2020, the firm 
repurchased $6.2 billion (13% of current market cap) of stock. Dollar General has already repurchased $1.7 
billion 1H21 and has $980 million remaining for future repurchases under its current authorization. If the firm 
repurchases an additional $766 million in shares, which would put 2021 repurchase activity on par with 2020 
levels of $2.5 billion, the repurchases would yield 5.1% at Dollar General’s current market cap. 

Executive Compensation Plan Is Good, but Could Be Great 

No matter the macro environment, investors should look for companies with executive compensation plans that 
directly align executives’ interests with shareholders’ interests. Quality corporate governance holds executives 
accountable to shareholders by incentivizing them to allocate capital prudently. 

Dollar General compensated executives with salaries, annual bonuses, and long-term equity awards in 2020.  

Half of executives’ 2020 performance share units (PSUs) were tied to an adjusted ROIC goal over a three-year 
performance period. We commend Dollar General for tying performance compensation to improvement in ROIC, 
as there is a strong correlation between improving ROIC and increasing shareholder value. Tying executive 
compensation to ROIC also ensures that executives’ interests are actually aligned with shareholders’ interests. 

Unfortunately, the other half of executives’ PSUs in 2020 were linked to the non-GAAP metric, Adjusted EBITDA, 
which shows a much rosier picture of the firm’s operations than GAAP net income or our Core Earnings. The firm 
achieved an Adjusted EBITDA of $4.2 billion in 2020, or 58% higher than its Core Earnings of $2.7 billion. Tying 
more compensation to ROIC, and less to adjusted EBITDA, would improve Dollar General’s executive 
compensation plan. 

Dollar General’s focus on ROIC has helped the firm create shareholder value. Dollar General grew economic 
earnings by 12% compounded annually from 2014 through 2019 (pre-pandemic) and economic earnings over 
the TTM are 76% above 2019 levels.  

Insider Trading and Short Interest Trends  

Over the past 12 months, insiders have bought 207 thousand shares and sold 446 thousand shares for a net 
effect of 239 thousand shares sold. These sells represent less than 1% of shares outstanding. 

There are currently 4.4 million shares sold short, which equates to 2% of shares outstanding and 3 days to 
cover. Short interest is up 13% from the prior month. The lack of short interest reveals not many are willing to 
take a stake against this market leader loaded with growth potential.  

Critical Details Found in Financial Filings by Our Robo-Analyst Technology  

Fact: we provide more reliable fundamental data and earnings models – unrivaled in the world. 
Proof: Core Earnings: New Data & Evidence, forthcoming in The Journal of Financial Economics. 

Below are specifics on the adjustments we make based on Robo-Analyst findings in Dollar General’s 10-K and 
10-Qs: 

Income Statement: we made $691 million of adjustments, with a net effect of removing $442 million in non-
operating expenses (<1% of revenue). You can see all the adjustments made to Dollar General’ income 
statement here. 

Balance Sheet: we made $1.4 billion of adjustments to calculate invested capital with a net decrease of $1 
billion. One of the largest adjustments was $286 million in operating leases. This adjustment represented 1% of 
reported net assets. You can see all the adjustments made to Dollar General’s balance sheet here. 

Valuation: we made $14.9 billion of adjustments to shareholder value, all of which decrease shareholder value. 
Apart from total debt, one of the most notable adjustments to shareholder value was $781 million in deferred tax 
liabilities. This adjustment represents 2% of Dollar General’s market cap. See all adjustments to Dollar General’s 
valuation here. 

 

http://blog.newconstructs.com/
http://www.newconstructs.com
https://www.newconstructs.com/roic-paradigm-linking-corporate-performance-valuation/
https://www.newconstructs.com/danger-zone-incentivizing-executives-with-adjusted-ebitda/
https://www.newconstructs.com/education/education-close-the-loopholes/education-economic-earnings/
https://www.newconstructs.com/education/education-close-the-loopholes/education-economic-earnings/
https://www.newconstructs.com/harvard-publishes-case-study-on-our-robo-analyst-technology/
https://www.newconstructs.com/evidence-on-the-superiority-of-our-earnings-data/
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3467814
https://www.newconstructs.com/non-operating-expenses-hidden-in-operating-earnings/
https://www.newconstructs.com/non-operating-expenses-hidden-in-operating-earnings/
https://www.newconstructs.com/wp-content/uploads/2021/10/NewConstructs_Models_DG_IncomeStatementAdjustments_2021-10-6.png
https://www.newconstructs.com/off-balance-sheet-debt/
https://www.newconstructs.com/wp-content/uploads/2021/10/NewConstructs_Models_DG_BalanceSheetAdjustments_2021-10-6.png
https://www.newconstructs.com/adjusted-total-debt/
https://www.newconstructs.com/net-deferred-tax-assets-and-liabilities/
https://www.newconstructs.com/net-deferred-tax-assets-and-liabilities/
https://www.newconstructs.com/wp-content/uploads/2021/10/NewConstructs_Models_DG_ValuationAdjustments_2021-10-6.png
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Attractive Funds That Hold DG 

The following funds receive our Attractive rating and allocate significantly to DG: 

1. First Trust NASDAQ Retail ETF (FTXD) – 4.1% allocation 
2. VanEck Retail ETF (RTH) - 3.5% allocation 
3. LeaderShares AlphaFactor Tactical Focused ETF (LSAT) – 3.3% allocation 
4. DWS CROCI U.S. Fund (DCURX) – 2.6% allocation 

This article originally published on October 6, 2021. 

Disclosure: David Trainer, Kyle Guske II, Alex Sword, and Matt Shuler receive no compensation to write about 
any specific stock, style, or theme.  

Follow us on Twitter, Facebook, LinkedIn, and StockTwits for real-time alerts on all our research. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

http://blog.newconstructs.com/
http://www.newconstructs.com
https://www.newconstructs.com/this-fund-finds-value-by-recognizing-the-flaws-in-accounting-earnings/
https://www.newconstructs.com/unrivaled-store-footprint-drives-upside-potential/
https://twitter.com/NewConstructs
https://www.facebook.com/newconstructsllc/
https://www.linkedin.com/company/new-constructs
https://stocktwits.com/dtrainer_NewConstructs
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It’s Official: We Offer the Best Fundamental Data in the World 

Many firms claim their research is superior, but none of them can prove it with independent studies from highly-
respected institutions as we can. Three different papers from both the public and private sectors show: 

1. Legacy fundamental datasets suffer from significant inaccuracies, omissions and biases.  
2. Only our “novel database” enables investors to overcome these flaws and apply reliable fundamental 

data in their research. 
3. Our proprietary measures of Core Earnings and Earnings Distortion materially improve stock picking and 

forecasting of profits. 

Best Fundamental Data in the World 

Forthcoming in The Journal of Financial Economics, a top peer-reviewed journal, Core Earnings: New Data & 
Evidence proves our Robo-Analyst technology overcomes material shortcomings in legacy firms’ data collection 
processes to provide superior fundamental data, earnings models, and research. More details. 

Key quotes from the paper: 

• “[New Constructs’] Total Adjustments differs significantly from the items identified and excluded from 
Compustat’s adjusted earnings measures. For example… 50% to 70% of the variation in Total 
Adjustments is not explained by S&P Global’s (SPGI) Adjustments individually.” – pp. 14, 1st para. 

• “A final source of differences [between New Constructs’ and S&P Global’s data] is due to data collection 
oversights…we identified cases where Compustat did not collect information relating to firms’ income 
that is useful in assessing core earnings.” – pp. 16, 2nd para. 

Superior Models 

A top accounting firm features the superiority of our ROIC, NOPAT and Invested Capital research to Capital IQ & 
Bloomberg’s in Getting ROIC Right. See the Appendix for direct comparison details.  

Key quotes from the paper: 

• “…an accurate calculation of ROIC requires more diligence than often occurs in some of the common, 
off-the-shelf ROIC calculations. Only by scouring the footnotes and the MD&A [ as New Constructs 
does] can investors get an accurate calculation of ROIC.” – pp. 8, 5th para. 

• “The majority of the difference…comes from New Constructs’ machine learning approach, which 
leverages technology to calculate ROIC by applying accounting adjustments that may be buried deeply 
in the footnotes across thousands of companies.” – pp. 4, 2nd para. 

Superior Stock Ratings 

Robo-Analysts’ stock ratings outperform those from human analysts as shown in this paper from Indiana’s Kelley 
School of Business. Bloomberg features the paper here. 

Key quotes from the paper: 

• “the portfolios formed following the buy recommendations of Robo-Analysts earn abnormal returns that 
are statistically and economically significant.” – pp. 6, 3rd para. 

• “Our results ultimately suggest that Robo-Analysts are a valuable, alternative information intermediary to 
traditional sell-side analysts.” – pp. 20, 3rd para. 

Our mission is to provide the best fundamental analysis of public and private businesses in the world and make it 
affordable for all investors, not just Wall Street insiders. 

We believe every investor deserves to know the whole truth about the profitability and valuation of any company 
they consider for investment. More details on our cutting-edge technology and how we use it are here. 

http://blog.newconstructs.com/
http://www.newconstructs.com
https://www.newconstructs.com/evidence-on-the-superiority-of-our-earnings-data/
https://www.newconstructs.com/education-core-earnings-earnings-distortion/
https://www.newconstructs.com/earnings-distortion-score-methodology/
http://jfe.rochester.edu/
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3467814
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3467814
https://www.newconstructs.com/data/
https://www.newconstructs.com/education-core-earnings-earnings-distortion/
https://www.newconstructs.com/blog/
https://www.newconstructs.com/evidence-on-the-superiority-of-our-earnings-data/
https://www.newconstructs.com/getting-roic-right/
https://www.newconstructs.com/wp-content/uploads/2019/06/Getting-ROIC-Right.pdf
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3514879
https://www.bloomberg.com/news/articles/2020-02-11/robot-analysts-outwit-humans-in-study-of-profit-from-stock-calls?sref=zw7RLDfe
https://www.youtube.com/watch?v=wRUr5w4zDVA
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DISCLOSURES  

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 two days after New Constructs issues a report on 
that security. 

 

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 through the present date. All rights reserved. 
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