Summer 2022 Edition

The stock market isn’t dead quite yet.

This quote comes from
Monty Python, the
renowned British surreal
comedy troupe. The 1975
comedy film "The Holy
Grail" is an original story
that parodies the legend of
King Arthur's quest for the
Holy Grail. Aren't we all
little King Arthurs after all?

Statue of King Arthur by Rubin Eynon,
Tintagel Castle, England.

No matter how intelligent and thoughtful people
write about the current market environment, nobody
knows what’s going to happen next. Are we going to
witness a strong rebound before year's end, or a
further fall into unknown territory? I prefer the latter
one, and let me explain why.

S&P 500

The S&P 500® is widely regarded as the most accurate
single indicator of large-cap US equities in the world.
The index includes 500 leading companies and covers
approximately 80% of the available market
capitalization. An estimated $13.5 trillion is indexed or
benchmarked to the index, with indexed assets
comprising approximately $5.4 trillion of this total (as
of Dec. 31, 2020, according to the S & P Global Annual
Survey of Assets).

If you study the S&P 500, for instance, as reported in
the latest Berkshire Hathaway annual report, you will
find three moments in time, from 1965 to 2021, where
the S&P 500 declined more than 30% in one or two
years: 1973/1974, 2001/2002, and 2008. These were
pivotal times to invest in the S & P 500 index, reinvest
dividends, and simply hold it. For example, $10.000

invested on the first trading day in 1975 was worth
approximately $2.6 million by the end of 2021, just
before the current crash. It looks as if there is a new
1973-1974 moment on the horizon.

Recently, Bank of America suggested investors
"nibble" on stocks when the S&P 500 hits 3600 and
"gorge" at 3000. Once the bear market ends, the S&P
500 could be poised for a bull market run to 8900 by
2028. It is a compelling idea, I believe.

So here we have an approach where there is a clearly
defined "moment of action" and the only thing you
have to do is to "take that action." We are not fully
there yet, but perhaps we will get there very soon. If
we get there, rest assured that I'll be ready to invest.

The Algorithm

One of the "lessons learned" in 2022 is that you have to
be very careful with the interpretation of back-test
results. Perhaps you recall the exceptional back-test
results of the algorithm as described in the Winter
2021 Edition. With the phenomenal crash we are
experiencing right now, I realized even better than
ever before that these back-test results were realized
in the BULL period of the second decade of this new
millennium.

In the table below you will find the new back-test
results, but this time going back all the way to the year
2000. Some changes were made to the algorithm, so
we are testing the "2022 Release" of it.

For instance, in 2002, the algorithm selected five
stocks for the 2002 basket, namely AAON, Check
Point Software Technologies, CSG Systems, FactSet
Research Systems and Oracle. This basket generated a
10 year CAGR of 11.5% from the first trading day in
June 2002 to the last trading day in May 2011. The
S&P 500 price to earnings ratio (PE) was 37.92 on the
first trading day of June 2002, and the S&P 500 price to
sales ratio (PS) was 1.39. Source: www.multpl.com.
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Year Constituents 10Y S&P S&P
CAGR 500 PE 500 PS
2000 — 0% 28.16 1.77*
2001 Citrix Systems, CSG Systems, 9.3% 33.67 1.64
FactSet Research, Oracle,
Waters.
2002 AAON, Check Point Software 11.5% 37.92 1.39
Technologies, CSG  Systems,
FactSet Research Systems,
Oracle.
2003 Amgen, Check Point Software, 16.4% 28.6 1.42
Cognizant Technologies, CSG
Systems, FactSet Research.
2004 Amgen, Cognizant Technology, 15.6% 20.17 1.54
FactSet Research, Penn National
Gaming, Take-Two Interactive
Software.
2005 Cognizant Technology Solutions, 22.5% 19.00 1.44
Electronic Arts, Monster
Beverage, Moody's, Zimmer
Biomet.
2006 Monster Beverage, Moody’s, 22.1% 16.82 1.38
Netflix, NortonlLifeLock, Zimmer
Biomet.
2007 Alliance Data Systems,  29.7% 17.83 1.52
MicroStrategy, Monster
Beverage, Moody's, Netflix.
2008 Alliance Data Systems, 34.8% 26.11 1.19
MicroStrategy, Monster
Beverage, Moody's, Netflix.
2009 Autodesk, Gilead Sciences, 32.1% 123.32 0.97
Interdigital, Monster Beverage,
Netflix.
2010 Apple, Gilead Sciences, 29.9% 16.15 1.11
Mercadolibre, Monster
Beverage, Netflix.
2011 Amazon.com, Apple, Booking 25.3% 15.35 1.31
Holdings, Gilead Sciences,
Netflix.
2012 Amazon.com, Apple, Booking 21.0% 15.05 1.27

Holdings, Fortinet, Medifast.

The S&P 500 PE is measured on the first trading day in June of
that specific year. The S&P 500 PS are estimates, based upon the

www.multpl.com information.

Here are some observations:

On average, the algorithm generated a 10-year
CAGR of 20.8%. If you only included the years
where either the S&P 500 PS was below 1.2 and the
S&P 500 PE was below 20, the years 2005 to 2012,
the algorithm generated an average 10-year CAGR
of 27.1%. That's excluding dividends.

On average, over the years 2000 to 2012, almost
one out of two stock picks became a multi-bagger,
generating a 10 year stock price CAGR of 16% or
more. Over the years 2005 to 2012, 60% became
multi-baggers.

The algorithm identifies exceptional multi-baggers
like Cognizant Technologies, Monster Beverage,
Netflix, MercadoLibre, and Amazon.Com. But be
careful. If you remove these companies from the
baskets, though, you end up with an average 10-
year CAGR of 11.4% over all the years, and 13.2%
from 2005 onwards. That's what will happen when
the United States, for instance, stops producing
these exceptional multi-baggers.

You're never 100% certain that you'll have all the
publicly listed companies in your database, and
that imposes the risk that you missed out on a few
exceptional companies that would have shown up
if they were actually in your database, and that
affected the final outcome. Another risk is that of
data errors in the data of the companies that are
actually in your database. I do not know of any
database without data errors. I try to mitigate that
risk by making sure that the data of the finally
selected constituents is "double checked.”

In the year 2000, the algorithm decided, based
upon the overall valuation multiples of the 2000
basket, that there were no buys whatsoever.
Alliance Data Systems was recently renamed
Bread Financial.

As pointed out in the previous edition, "data
cleansing," where you exclude industries with a
low probability of finding multi-baggers, is critical.
You'll probably agree that, although unintentional,
it’s almost impossible not to make any mistakes in
such a research project. Please be advised to do
your own due diligence and let me know if you
find some errors, so I can correct them.
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Great back-test results aren’t necessarily the
equivalent of guaranteed favorable future results.
Trying to implement an algorithmic investing
approach without back-testing, however, is like
walking a tightrope blindfolded. That's kind of scary,
but as always in investing, you must move forward
with caution. Great back-test results may be the
equivalent of removing the blindfold, but that doesn’t
mean the acrobat will not fall off the rope.

Although I am much more of a believer in a
concentrated portfolio of handpicked stocks, you
could argue that I'm obsessed with machine learning.
I do realize that you'll never achieve the deep thinking
about companies and industries of a Seth Klarman or
Ted Weschler with an algorithm. But that doesn’t
mean that you will not be able to achieve superior
long-term investment results just by using an
algorithm.

Indeed, the algorithm does not have the odds in its
favor, and many great investors are skeptical that it
can be done. The only way to find out is to try it,
which is exactly what I'm doing. And I'm not the only
one.

A trio of Alphabet-owned DeepMind employees left
the company in January to form their own company
and develop artificial intelligence capable of selecting
stocks and cryptocurrencies to invest in before their
prices rise. I'm not interested in cryptocurrencies, but
their stock picking Al should be worth keeping an eye
on.

The Al system of their new company, Equilibre
Technologies, will be trained to buy and sell stocks in
order to make a profit using reinforcement learning, a
technique that rewards the Al every time it achieves a
specific goal.

I expect their solution to be more of a “trading bot”
than an “investing algorithm” like the one I use for
The Wizard Portfolio, but we'll see. Equilibre hopes to
use its Al to launch a new hedge fund or sell it to a
major institutional bank in the long run. The new
start-up, based in Prague, Czech Republic, has
received funding from several venture capitalists,

demonstrating Equilibre's credentials as a result of its
work at DeepMind.

So here we are

We all know that there are no certainties in investing.
Anything can happen, and nobody knows if such an
algorithmic approach will stand the test of time. But
you probably agree that it's worth trying.

For you, professional datacrunchers, I added as an
attachment the “raw data” generated by the
algorithm, and that is before cleansing for data errors,
and before cleansing for low probability multi-bagger
industries.

The algorithm can be run on a global scale, and over
time, these "raw data reports" will become available
on my website on a subscription basis.

Anyhow, the idea is to set up an EU-law compliant
Luxembourg Investment Fund. If that peaks your
interest and you are willing to step up as an investor
in such a unique project, please contact me at
peter@thevaluefirm.com.

Thank you for reading my letter.

Peter

Peter Coenen

Founder & CEO

The Value Firm®

30 June 2022

E-mail: peter@thevaluefirm.com

Post scriptum. This write-up is part 1 of the 2022
Summer Edition. By the end of July, I will publish the
new India and China robot constituents on my
website. And we'll also have a look at the results of
the Intelligent Cloning portfolio by then.
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This presentation and the information contained herein are for
educational and informational purposes only and do not constitute,
and should not be construed as, an offer to sell, or a solicitation of
an offer to buy, any securities or related financial instruments.
Responses to any inquiry that may involve the rendering of
personalized investment advice or effecting or attempting to effect
transactions in securities will not be made absent compliance with
applicable laws or regulations (including broker dealer, investment
adviser or applicable agent or representative registration
requirements), or applicable exemptions or exclusions therefrom.
The Value Firm® makes no representation, and it should not be
assumed, that past investment performance is an indication of
future results. Moreover, wherever there is the potential for profit,
there is also the possibility of loss.

Everybody makes mistakes now and then. If you find any, let me
know: peter@thevaluefirm.com. Always do your own research!
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2000 2001 2002 2003 2004
Citrix Systems Inc Check Point Software Exxon Mobil Corp APACHE CORP NVR Inc
Technologies Ltd
SEl Investments Co SEl Investments Co Check Point Software Nautilus Inc Nautilus Inc
Technologies Ltd
Microsoft Corp American Eagle SEl Investments Co NVR Inc FactSet Research

Cisco Systems Inc
Paychex Inc

TJX Companies Inc
Oracle Corp

Robert Half International
Inc
Sanmina Corp

PTC Inc
Gap Inc

Raymond James
Financial Inc
Ross Stores Inc

ACI Worldwide Inc
Biogen Inc

NortonLifeLock Inc
AT&T Inc
Semtech Corp

Buckle Inc

Bed Bath & Beyond Inc
Clorox Co

ASGN Inc
Harley-Davidson Inc
Intel Corp

Enerpac Tool Group
Corp Class A
Gentex Corp

Merck & Co Inc
Verizon
Communications Inc
Fair Isaac Corp
Cintas Corp

Simpson Manufacturing
CoInc
Fiserv Inc

The Interpublic Group of
Companies Inc

ACCO Brands Corp

Forrester Research Inc

Outfitters Inc
Gap Inc

Oracle Corp

Waters Corp
Microsoft Corp

Citrix Systems Inc

CSG Systems
International Inc
FactSet Research
Systems Inc
Affiliated Managers
Group Inc

TJX Companies Inc

Cisco Systems Inc
Paychex Inc

Robert Half International
Inc

Semtech Corp

Progress Software Corp
Dollar Tree Inc

Buckle Inc

Biogen Inc
AT&T Inc

NortonLifeLock Inc
Pfizer Inc
Teradyne Inc
NetApp Inc

Fastenal Co

Orthofix Medical Inc
Bed Bath & Beyond Inc

Clorox Co

Zebra Technologies Corp
Class A
Merck & Co Inc

ASGN Inc
Fiserv Inc
Vishay Intertechnology

Inc
Cintas Corp

NVR Inc

CSG Systems
International Inc
Oracle Corp

US Physical Therapy Inc
AAON Inc

FactSet Research
Systems Inc
Pfizer Inc

Forrester Research Inc
DaVita Inc

Semtech Corp

Bed Bath & Beyond Inc
Microsoft Corp

Steven Madden Ltd
Stryker Corp
Biogen Inc

Penn National Gaming
Inc
Orthofix Medical Inc

Robert Half International
Inc
Waters Corp

Merck & Co Inc
Applied Materials Inc
Citrix Systems Inc

Arthur J. Gallagher & Co

Dollar Tree Inc
Pool Corp

H&R Block Inc
Analog Devices Inc

NortonLifeLock Inc
Occidental Petroleum
Corp

Buckle Inc

Clorox Co

Affiliated Managers
Group Inc

FactSet Research
Systems Inc
US Physical Therapy Inc

SEl Investments Co

CSG Systems
International Inc
Exxon Mobil Corp

Vermilion Energy Inc

Check Point Software
Technologies Ltd
Amgen Inc

Cognizant Technology
Solutions Corp A
GlaxoSmithKline PLC
ADR

Pfizer Inc

Sasol Ltd ADR

Bed Bath & Beyond Inc
Arthur J. Gallagher & Co
Manhattan Associates
Inc

Penn National Gaming
Inc

H&R Block Inc

Escalade Inc

Columbia Sportswear Co
FTI Consulting Inc

EOG Resources Inc
Endo International PLC

Jack Henry & Associates

Inc
Merck & Co Inc

ConocoPhillips

Strategic Education Inc
NortonLifeLock Inc

Stantec Inc
Semtech Corp
Star Group LP
Microsoft Corp

Biogen Inc

Systems Inc
US Physical Therapy Inc

Strategic Education Inc

APA Corp
APACHE CORP

Amgen Inc
Endo International PLC

Cognizant Technology
Solutions Corp A
Sanofi SA ADR

Penn National Gaming
Inc
Enerplus Corp

China Yuchai
International Ltd
Columbia Sportswear Co

Bed Bath & Beyond Inc
Arthur J. Gallagher & Co
FTI Consulting Inc

Take-Two Interactive
Software Inc
H&R Block Inc

Choice Hotels
International Inc
Electronic Arts Inc

Pool Corp
Escalade Inc
Vermilion Energy Inc

GlaxoSmithKline PLC

ADR
Sasol Ltd ADR

Pfizer Inc

Stericycle Inc
Avis Budget Group Inc

Scientific Games Corp
Ordinary Shares
NortonLifeLock Inc
Intuit Inc

UGI Corp

Quest Diagnostics Inc
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2005

2006

2007

2008

Moody's Corporation
NVR Inc

Zimmer Biomet Holdings
Inc

W&T Offshore Inc

Chico's FAS Inc
Strategic Education Inc

CME Group Inc Class A
Cognizant Technology
Solutions Corp A
Electronic Arts Inc
Monster Beverage Corp
Pool Corp

China Yuchai
International Ltd
Perdoceo Education
Corp

Endo International PLC
Sanofi SA ADR

TIM SA ADR

Suncor Energy Inc
Choice Hotels
International Inc
FactSet Research
Systems Inc

Travelzoo

Computer Programs and

Systems Inc
Arthur J. Gallagher & Co

NortonLifeLock Inc
Marine Products Corp
Avis Budget Group Inc
Vale SA ADR

Bed Bath & Beyond Inc
Nautilus Inc

Scientific Games Corp
Ordinary Shares
Southern Copper Corp
FTI Consulting Inc
Amgen Inc

Qualcomm Inc

Penn National Gaming

Inc
US Physical Therapy Inc

Moody's Corporation
Mannatech Inc
Alphabet Inc Class C

Alphabet Inc Class A

Manning & Napier Inc
Monster Beverage Corp

NVR Inc
Tapestry Inc

Netflix Inc

W&T Offshore Inc
Southern Copper Corp
Chico's FAS Inc

RELIV' INTERNATIONAL
INC
Encore Capital Group Inc

CME Group Inc Class A
Vale SA ADR

Frontline Ltd
FRONTLINELTD

Strategic Education Inc
TIM SA ADR

Zimmer Biomet Holdings
Inc
Suncor Energy Inc

Freeport-McMoRan Inc
Telefonica Brasil SA ADR
NortonLifeLock Inc

Cognizant Technology
Solutions Corp A
Marine Products Corp

Alliance Resource
Partners LP

America Movil SAB de
CV ADR

Adobe Inc

Amedisys Inc
Perdoceo Education
Corp

Chevron Corp

Endo International PLC

Edgewell Personal Care
Co

Moody's Corporation
Monster Beverage Corp
Southern Copper Corp

NVR Inc

Tapestry Inc

Alliance Data Systems
Corp
NetEase Inc ADR

Netflix Inc

Freeport-McMoRan Inc
Alphabet Inc Class C
Alphabet Inc Class A
Mannatech Inc

MicroStrategy Inc Class
A
Gilead Sciences Inc

Blackbaud Inc
Patterson-UTI Energy Inc
Vale SA ADR

Autodesk Inc

Chico's FAS Inc
Teck Resources Ltd Class
B

Graco Inc

CME Group Inc Class A
SEl Investments Co

RELIV' INTERNATIONAL
INC

America Movil SAB de
CV ADR

Steel Dynamics Inc
Alliance Resource
Partners LP

Telefonica Brasil SA ADR
Garmin Ltd

Chevron Corp
Cognizant Technology
Solutions Corp A
Morningstar Inc

Urban Outfitters Inc

Strategic Education Inc

Frontline Ltd

Moody's Corporation
Monster Beverage Corp
Southern Copper Corp

Alliance Data Systems
Corp
Netflix Inc

Freeport-McMoRan Inc

SEl Investments Co
MicroStrategy Inc Class
A

Tapestry Inc
Salesforce.com Inc
Gilead Sciences Inc
Autodesk Inc

NetEase Inc ADR

PetMed Express Inc
Garmin Ltd

DMC Global Inc
Blackbaud Inc
Patterson-UTI Energy Inc

Lam Research Corp

America Movil SAB de
CV ADR
Vale SA ADR

Infosys Ltd ADR
American Eagle
Outfitters Inc
Xperi Holding Corp

BHP Group PLC ADR
Herbalife Nutrition Ltd
Tenaris SA ADR
Alphabet Inc Class A
Alphabet Inc Class C

Abercrombie & Fitch Co
Class A

Huron Consulting Group
Inc

Alliance Resource
Partners LP

Teck Resources Ltd Class
B

Apple Inc

Robert Half International
Inc
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2009 2010 2011 2012
Netflix Inc Netflix Inc Strategic Education Inc Zovio Inc
Monster Beverage Corp Sohu.com Ltd ADR American Public Baidu Inc ADR

SEl Investments Co
Nutrien Ltd
InterDigital Inc
Sohu.com Ltd ADR
Gilead Sciences Inc

Autodesk Inc
Tapestry Inc
Garmin Ltd
NetEase Inc ADR
Salesforce.com Inc
Apple Inc

Intercontinental
Exchange Inc
ICL Group Ltd

Core Laboratories NV
Freeport-McMoRan Inc
Trip.com Group Ltd ADR
Herbalife Nutrition Ltd

BHP Group PLC ADR
BHP Group Ltd ADR

PetMed Express Inc
Vale SA ADR

Southern Copper Corp

Strategic Education Inc

America Movil SAB de
CV ADR
Infosys Ltd ADR

Blackbaud Inc

NVIDIA Corp
Abercrombie & Fitch Co
Class A

Lam Research Corp

Morningstar Inc
Amazon.com Inc
GigaMedia Ltd

Allegheny Technologies
Inc

Strategic Education Inc
Gilead Sciences Inc
MercadoLibre Inc

CF Industries Holdings
Inc

Westlake Chemical
Partners LP

Monster Beverage Corp
Apple Inc

Amazon.com Inc

Baidu Inc ADR

Garmin Ltd

ICL Group Ltd

Booking Holdings Inc

Salesforce.com Inc
NetEase Inc ADR

Dine Brands Global Inc
LHC Group Inc
Autodesk Inc

Blackbaud Inc

Mobile TeleSystems
PJSC ADR
Transocean Ltd

Infosys Ltd ADR

Intercontinental
Exchange Inc
Intuitive Surgical Inc
BHP Group Ltd ADR

Freeport-McMoRan Inc
CommVault Systems Inc
Chipotle Mexican Grill
Inc

PetMed Express Inc

Amedisys Inc

Bruker Corp
Synaptics Inc
Dawson Geophysical Co

BHP Group PLC ADR

Education Inc
Westlake Chemical
Partners LP

Baidu Inc ADR

Grand Canyon Education
Inc
Sohu.com Ltd ADR

Gulf Resources Inc

MercadolLibre Inc
Apple Inc

Gilead Sciences Inc
Amazon.com Inc
First Solar Inc
Netflix Inc

Booking Holdings Inc

Synaptics Inc

Cimpress PLC

Trip.com Group Ltd ADR
Ebix Inc

Lincoln Educational

Services Corp
LHC Group Inc

Salesforce.com Inc

Dine Brands Global Inc
New Oriental Education
& Technology Group Inc
ADR

Monster Beverage Corp

Buckle Inc
Credit Acceptance Corp

PetMed Express Inc

China Automotive
Systems Inc
Guess? Inc

America Movil SAB de
CV ADR

Adtalem Global
Education Inc

NetEase Inc ADR
CommVault Systems Inc
Hawkins Inc

Chipotle Mexican Grill
Inc

Strategic Education Inc

American Public
Education Inc
Apple Inc

Grand Canyon Education
Inc
Booking Holdings Inc

Buckle Inc

Medifast Inc

Fortinet Inc
Amazon.com Inc
Sturm Ruger & Co Inc

New Oriental Education
& Technology Group Inc
ADR

Mercadolibre Inc

Gilead Sciences Inc
Noah Holdings Ltd ADR
Guess? Inc

Monster Beverage Corp
Sohu.com Ltd ADR

Adtalem Global
Education Inc
Netflix Inc

ATN International Inc
Trip.com Group Ltd ADR

Cimpress PLC

Credit Acceptance Corp
Veeco Instruments Inc

Chipotle Mexican Grill
Inc
F5 Networks Inc

Gentherm Inc
Gulf Resources Inc

America Movil SAB de
CV ADR

NetEase Inc ADR

BGC Partners Inc Class A
Lincoln Educational
Services Corp

Travelzoo
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