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GARP Research

: Furmer_ Pnrﬂuilu Managens-
ing: Sum:ess ont the:

: j’ﬂ:;&\"‘}m rowth at 2 reasonable
7 ¥ price {GARI roquires
gy COOSISENCY, patience snd

ﬁ SOILE COMUNOL fense. A
Frses? & tompered blend between
grovwel and value, GARTD aveids the
eronbled and undervalued jusc as it does
the high-thers. And while practitioners
of GART might be thoughe of a3 tradi-
tional, GARP Research Coep. is auy-
thivg but.

& subseriber o GART philosophy,

Willian W Baker founded ehe firm seven
yeats ago to provide independent

equiby rasearch to institutional clients,

Having spent 17 vears performing

ivestent reseatch at the helm of sev-
eral sugeesshal funds, Baker knew what

porcioiio managers weee looking for.

“Iaiine our of 10 people who start chei

own firms come Gom the sell side” he

says, "] have spent my caveer an the buy

side. Connog from the same place a5 owr

clieits gives me some imshaable insight”
GARTP Foesearch curvently has flve
imvestment professionals frousing on

SOHLE

smid-cap ideas for s 50 instmdonal :

clients. The firm also recently became a
broker-dealer, wltich Baker saws has crans-
formied the way it does hosiness. " Before,

M. e were analysts that did marketing on

the side. Becoming 1 brokes-dealer has
allorarad ws to huve expevienced sales peo-
ple and we awe really making over the
business to ser our clients and engaze
thern (o conference calls, W awe stepping
up gur face time with clients ™ GARF 1
abso 1 member of the [meestorside
Boosearch Association, which certifizs
that metabers have no ovestment bank-
ing conflicts.

GARP Research focuses on qualicy
not quantty, adding anly 120 15 new |
narnes to 16 coverige whiverse each year
“That s reughly one new name per

maonth with fowr analvsts working oo it

— just do the mach — that s 2 bor of e

devoted to a company;” says Analysr Seth |

boshman,

In fact, GARTYS research product is
meticulzos when weighed againse coun-
pavable firms. Comipany repatts routine-

Ty mwenber 20 or 30 pages, and that’s oot
counting che pages faturing models and
charts.We do wally in-depth notes that
discuss the relewant conmpebitors and the

warts of the oompanies”

says Baker :

“One of the chings thac frasteated me on |
the buy side is that T would read a report

that advoeaes a
calmpay
then T would be

trving ko figurs out wlhy the stock is
oo 50%: and wle aoly ooe comped-
© tar is mentioned He concinues, “Then
vou diz in and read five more repors and
call some peopls and find out the com-
© petiter is better than the company that |

you origivally tead aboue”

For this rexson, Baker approaches

and :GARP Resea ch Cmpﬂratmn' .

vesearch with an all-inclusive attituee.
" ke to discuss all che derails, W are
Eryung to get everything o front of the
pottfolio manager that he would do
himself it he were taking a month o
reszarch a company 5o that he can turn
to our report and know he's getdng the
full story We do this io an unbissed,
apen fashion and we find a lot of people
appreciate that

Thz Arma akso makes a point o keep
“maintefance retearch” o a mdoimm,
It does put out conpany updates fre-
quently, but only when something sig-
nificane has occurred, " We don'twant ro
be news repeaters like so much of the
research oot there,” says Baleer.

Moshomao insists thae in is GARPS
shilosophy thae seis theny apart from
competitors, “We approach our reszarch
fram the perspective of a portfalio man-
ager and Jook for companies chat fic the
striciure of gur philosophy acoss many
differznt industries,"he savs, Analysts ar
GARRLE Tave wide Duv- and sell-side
EXPEriENCE ENCOIPIsEIng an expanse
of industries. Baker ageees chae they are
generalises ar heart whe simply shck to
finding stable companies wich organic
grawtl,

The firoy favars quality companies
chic operace it anche and ane either part
of an oligopely or in a fagmented busi-
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SROHLE

ness. “We like companies with

importanhy GARP Reseprch looks for |
a high return on capital emploved with-

put a ot of bricks and morcis™ and
modest operating woeking capital.
Baker controls risk by sticking ro
comparies with reasonableé vakuation.
He eften has a contmrian approach and
has the patience tp wait to recommend

' comnpanies a vear of so after a recene

disappoinrment. “We wy o coneenl risk
by loaking ab stocks that are kind of
washed out and we avoid momentum
stocks,” he says. '

GARF diverges from the pack by

: the criezia they lock for in a company.
better business made] chat allows themn |
b take shiare esery yearsavs Baker. bMost |

The biotechrolagy company makes kies
that simplify and speed up gene cloning,
expression and analysis."We TLelieve that
this is a4 chagsic sirnation of someone
operating in 2 Gagmented space, having
lzadership and high margins, aud noc

aeeding 4 lot of plant and equipment,” |

says Baker “They e so nmch larger than

! arvone elie, 5o if you are 2 scientist with

sticking with itz recommendations for !

prolonged penods of time, Ninety per-

cent of conpatdes on the reoommend-
ed list scay thers for thiee years."That
practicet is antitheticad to the big broker-
ages because they want to see a lot of |
rurnover,' he says. However, it has been |
working well for GARE The finn has
outperformed the S&P by 1 wide mar-

gin every year since it was founded. “&e
doo’t really stress this, bat it s the out-
come of having positive selection” sivs

he doesn't manage his investiaens like a
day trader! We find a great company and
we hold i '

GARP also pists its money where its ;
! Baker also notes that Drelea s suing

moeuath is. The firm manages a soall

a new technology chat you want o
distribuie, chen [ovitragen is the obwvi-
ous choice”

Baker believes cthat the companys
tuavket is a real high-growrh acza, despite
some deceleration in recent yeais.
GARI recommended the scock after the

drugs could help the company o be
a 20% EPS grower

Cabor  Microclectronics  Carp,
(CTMP) s the worlds top maker of
slurries used in chemical mechanical

- planavizarion (CMP). CMP i 4 wafer
¢ polishing process that enables inkegrated

price had ome dowen a bit and despite |

recent price rizes, Baker stilf likes ic.

“They can make some acquisitions thae
will help, and they just mads one that |
could increase sarnings by 30 centz in 2

fear, so maybe it isn't that bad chae the
seck ran up a lipds bie”
Eecommended Tt and Pineland

: Co.(DLP) is the dominant supplier of
cottnnsced s0ld to farmers — seeds that

resubt in higher-yield crops. Like Inwit- -

* ragen, Delta dotinaces it market of dis-
Baker."Why does Warren Baffett beat -
acher peeple it pedformance? Becanse |

“friends and fawnily™ fund, buying its own |

ideat with 2 one-weck lag after institn- |

ticial reports are published. The firm sells
ot the same basis, aleering position size as
needed. “The fund Las alse outper-
fistimed, but it s mostly Gonily money and
we don’t market it,” says Baker, “It is a
vehicle for us to patticipate in out own
reconumendations When we recormend

tribating cottonseeds in the TS “Delt
iz basically being sought out by biotech
firms to puc new genoids content into
seeds,” savs Baker “Its rovadoy on thar is
going to rise dramstically becanse gver
30 companies are approaching Defra”

tonsanto Co. (WOMN) and Fharmacia

Corp over a failed merger. “Delta could

" petentially gain $50 per share if they win

a stock wee are poing o be talking abouot |

it for yeaes, The fund isn't about gerting in
front of these recomimendations”
Baker and his team have several com-

panies that they currently like They cite
Tawicnegen {IWGMN) a5 2 good example of
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the fawsuir,” he says.

Baker also likes IDEXH Laboratnries
{IIEED, A producer of diagnestics pri-
matily for vetevinariaos of companion
animals. The company pionsered the

concept of in-house casting at ver offices, |
such as heactworm and feline leukemia. |
[ "IDEXX is a predictable mid-teens RS :
- grower," he sis " The company is enter-
ity the drag business now and they bave
three nev products o be released in twp
to thve vears” Baker expects that these

cireuit manutactarers e prodice mors
complex devices,"Tts teverues have been
eizeng jn the mid-reen ratz during the

* downturo in cech and there is more
o growel ahead of them regardless of a

tech rebound, buc we do believe there is
arshound o the fiuture.” savs Baker

awtld Jrader in information techng)
MICROS prorides complete infamatlar == -
© management solutiens inchuling saftear,

baedoare, enbiprise systems integation,

‘onaudting and support, For mor: than 25

s, the eompany s been secving table -

service and quick seréce restaneands, hetels
and the leisoze ard entertalnment indisiies,
Throwigh s global distibution chansels,
MICRDS conlirues i seenglien it wordd-
wide pesition as the premier provider of
enterprise-wlde applications for the heapitalioy
and special ity retsil Industries,

“MICROS demonstrates several E
GARD qualities including a dami-
nant macket positton, de il w
srow revenue organicaily heyond
SCYED Percetit, 8 steong net cash
positinn on the balange sheet, and
a stock that has heen consniflating
sldenays ovor 3 mult-Fear perdod.

“Although e stock has risen due tn
the Dakvantage deal and de market
erviromnent, we continme to favor it
becanse of the open—ended patential
of the hotel business, the large
amount of operating leverage, and
the Fikelihowd of maintaining earnings
gromth above Z0% over 2 multl-vear
time: frame.,”

—Roa Fuenes
AR REspamrir (one
EFE25 -G




DISCLAIMER

Gaineswood Investment Management, Inc. is an SEC-registered investment advisory firm that manages
equity portfolios for individuals, institutions, and an in-house limited partnership. Gaineswood is under
common ownership and control with GARP Research & Securities Co. and GARP Capital, LLC. GARP
Research & Securities Co. is a broker-dealer and a member of FINRA and SIPC. GARP Research &
Securities Co.’s core business is equity research for institutional clients. GARP Capital, LLC is the general
partner for the in-house limited partnership managed by Gaineswood.

Any views and opinions expressed in this article are subject to change without notice and are not
intended to be a solicitation of any security. We made a reasonable effort to provide accurate content
in this article; however, some information may be inaccurate, outdated, or otherwise inappropriate. In
addition, we may have conflicts of interest with respect to investments mentioned. Our principals,
employees, affiliates, and clients will from time to time hold positions in investments mentioned in this
article, or we may take positions contrary to investments mentioned.

The information in this article is for informational purposes only and is not intended to provide tax, legal
or investment advice. You should not rely on any material contained in this article and should seek
independent advice wherever necessary. Any decisions you make based upon any information
contained in this article or otherwise are your sole responsibility. We, our affiliates, and any officer,
director or stockholder or any member of their families do not accept responsibility or liability for any
direct, indirect, special, consequential or other losses or damages of whatsoever kind arising out of this
article.

Past performance is not indicative of future results.

Additional information on securities mentioned in this article is available upon request.

Investment Management, Inc.

2800 Quarry Lake Drive, Suite 140  Baltimore, MD ¢ 21209
Phone: (410) 764-3500 » Fax: (410)318-5049



