
WHAT IS AN INVESTMENT THESIS

An investment thesis is a proposed investment related strategy backed by original research and analysis. It is important
to decide your next.

Mike Bertasso, correspondence with David Harding, 15 December  Grace GRA offers an exciting investment
opportunity, according to your analysis. Other Investing Thoughts What constitutes a good investment idea?
You will probably be invested in a good company in this case, as large hedge funds rarely get involved in
unsound investment ideas. Crowded names can still work, but investors must tread lightly. Well, so be it.
When the market sells off or there is a change in sentiment, crowded names typically perform the worst. We
have found having a sound Investment Thesis keeps the fund focused on the underlying business. The result
was surprising: First-year accretion and dilution did not matter to shareholders. Providing an opinion without
fully understanding and explaining the relevant value drivers will be a recipe for failure. Retailers tend to sell
more product during the fourth quarter of the year, because of the holiday shopping season. First, if the market
is already anticipating good news, it may be that the good news is already baked into the stock price. This
point needs underscoring. Do certain companies control industry pricing? Are there high or low switching
costs? Valuation Study both relative and absolute valuation. Only in case you agree with him, or in case you
want to trade with him. Even though you may be studying the beverage industry, the manufacturing
companies and distribution companies have very different dynamics. Is senior management arguing that a
deal's inherent genius is too complex to be understood by all stakeholders, or simply asserting that the deal is
"strategic"? Some readers may be wondering whether there isn't a less tangible, but equally credible, rationale
for an investment thesis: the transformational deal. An accretive deal, of course, has the opposite outcomes. It
shows potential buyers that the company understands how to generate high returns for its shareholders. As
they teach in Finance , this happens when the asset return on the purchased business is less than the cost of the
debt or equity e. Is the general public bullish or bearish? Therefore, a stock may have fantastic management,
excellent earnings growth, and an attractive price, but if there is no liquidity you probably simply cannot buy
it. Reviewed by Will Kenton Updated Jan 26, An investment thesis aims to take an abstract idea and turn into
a functional investment strategy. This principle often results from an investor getting burned from a bad
management decision, such as a bad acquisition, or a focus on short-term earnings at the expense of long-term
objectives. Worldwide smartphone shipments grew  As growth inevitably slows, Apple has built an army of
lifelong customers who should prove to be a solid source of sustainable revenue over the long haul. And
healthy cash flow combined with a diligent plan to return cash to shareholders mitigates downside risk. Are a
lot of hedge funds already invested in the name? We call this the investment thesis. Search: What Is an
Investment Thesis? Justifying a deal as being "strategic" ex post facto is, in most cases, an invitation to
inferior returns. In other words, Rexam acquired with a clear investment thesis in mind: to grow scale in can
making or broaden geographic scope. Subsector level: What is going on with the immediate competitors? She
described it as the bottom tip of an upside-down triangle. This can be done by presenting the future strategy of
the company, and how it plans to grow and diversify its products and services. Possibly even including a fair
amount of promotion and PR behind it. What is your confidence in multiple expansion? Without further ado,
here are two examples of theses with a bit of background developed using a similar approach as the one
outlined above. Are there imminent substitute products or competitive products?


