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August Holdings & Performance Update: More Gains, More Opportunities 

• All three Blue Harbinger strategies delivered positive total returns in August (+5.1%, +2.3% 
and +3.4%), and the yields are attractive too (5.1%, 6.28%, 1.9%). 

• This report provides details on performance and holdings, and provides updates on the 
biggest movers over the last month. 

• We continue to believe these strategies are attractively positioned for continuing long-term 
market out performance (income and price appreciation). 

• This report also reviews several our specific best ideas going forward. 

It’s been a month since our last monthly performance/holdings update, and performance has been 
strong, and we like out holdings going forward. Our long-term holdings have posted healthy gains, 
again, and we believe we are well-positioned for continued gains going forward.  

Here is a high-level look at growing performance track-records of our three strategies... 

 

And here are the August month-end total returns for each strategy, and for each position within 
each strategy... 

Disciplined Growth Portfolio: 
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Income Equity Portfolio Holdings: 

 

 

Balanced Portfolio: 
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Big Movers & Attractive Opportunities... 

And here are updates on the biggest "movers" over the last month, as well as some ideas on our top 
investment ideas (to be clear, we like all of our current holdings, especially within their respective 
diversified investment portfolios, but a few are looking particularly attractive right now)... 

Automatic Data Processing (ADP): 

ADP has been undervalued for a while, in our view, and it’s recent upward share price gains 
continued in August. Specifically, ADP was up 10.7% during August after announcing Q4 results that 
beat EPS and revenue estimates with an 8% Y/Y revenue growth. The company also provided FY19 
guidance in-line with the street, specifically revenues are expected to be up 5% to 7% to about 
$13.99B to $14.26B (consensus: $14.25B) and upside EPS up 19% to 21% to about $5.12 to $5.21 
(consensus: $5.10). 

Very interesting (and a step in the right direction) ADP acquired a global payroll management 
provider (Celergo) for undisclosed terms. The acquisition will enhance ADP’s international payroll 
offerings with a cloud-based tech platform. We think this type of acquisition is overdue for ADP 
because there remain large opportunities in cloud-based payroll processing (both internationally and 
in the US) compared to ADP’s legacy non-cloud business. To be clear though, the strong economy 
(i.e. more payrolls business) is helping ADP grow. 

Paylocity 

Related to ADP (because they’re basically in the same industry) cloud-based payroll processing and 
HR company, Paylocity was up 31.9% in August, as revenues continue to march higher. Unlike ADP, 
Paylocity focuses on small and mid-sized businesses, and is almost entirely cloud based. Paylocity 
revenue has been growing like wildfire (because they have a great solution). Here is what Paylocity’s 
CEO, Steve Beauchamp, had to say about the quarter: 

“We had a great fiscal 2018 and a strong fourth quarter, which included 27 percent revenue growth, 
marking our sixth straight quarter of total revenue growth between 25 and 28 percent… 
Additionally, as a result of the strong cash flow we generated this fiscal year, our Board of Directors 
approved a $35.0 million stock repurchase plan.” 
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Emerson Electric (EMR) 

Industrial manufacturing company, Emerson Electric, had a strong August, posting a share price total 
return of 8.3%. EMR announced earnings, and earnings per share from continuing operations 
increased 31% to $0.76, up from $0.58 in the quarter a year ago. For some color, revenue by 
segment included: Automation Solutions +31%; Commercial & Residential Solutions +2%. And 
importantly, EMR returned more than $550M to shareholders, including $250M of share 
repurchases. Also important, the company raised guidance for 2018: total net sales are expected to 
be up 13% (from 11%-13%), with GAAP earnings per share of $3.10-$3.25 (vs. $3.05-$3.15). This is a 
Missouri based company that does business around the world, and it continues to have a runway for 
growth as its strong long-term customer relationships and reputation help the company protect and 
grow its business. 

Service Now 

ServiceNow is one of the growthier names in our portfolio, and the revenue of this software services 
company continues to accelerate. Here’s what CEO John Donahoe had to say about the quarter: 

“We had a strong second quarter, continuing our global momentum as we head into the second 
half… Digital transformation is no longer just a business buzzword. It’s fast becoming a business 
priority worldwide. We are becoming a strategic partner of choice to help enable the digital future 
and make the world of work, work better for people.” 

During the quarter, subscription revenues grew 45% year-over-year. And outperformance in the 
quarter was driven by 28 transactions greater than $1 million in net new annual contract value and 
continued strength from NOW’s existing portfolio. 

NOW is a highly respected “software as a service” provider in the industry, and it benefits from its 
“land and expand” business. Specifically, NOW has a very high customer retention rate, and once 
they “land” a new customer they have a track record of significantly expanding and growing business 
with that customer. This company has momentum on its side, and we believe the shares have 
significantly more upside from here. 
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Omega Healthcare Investors 

After the gloom-and-doom surrounding some of Omega’s troubled operators drove the shares 
markedly lower, the company announced expectation-beating earnings numbers, resulting in a 
10.9% gain in August. Specifically, Omega’s Q2 FFO of $0.75 beat expectations by $0.02, and its 
revenue of $219.88M beat expectations by $2.92M. We continue to believe in this business model 
going forward, and appreciate the 8.0% dividend yield. 

 

AmeriGas Partners (APU) 

Shares of this propane distributor sold off in August after a misunderstood earnings announcement 
(due to tax reserve reporting), and this has created a more attractive buying opportunity, in our 
view. According to CEO John Walsh: 

"Our teams did an excellent job this quarter and delivered another period of strong results… 
Excluding a $0.09 reserve related to tax savings at the Utility, our third quarter adjusted EPS nearly 
doubled our results from the prior-year period. We were pleased to see that our recent investments 
such as UniverGas, DVEP, the Sunbury Pipeline, and the Texas Creek gathering assets have all 
contributed positively to earnings year to date. These investments align with our core strategy, 
strengthen our foundation, and keep us well-positioned to deliver long-term earnings growth." 
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We remain long, and believe in the price appreciation potential, of this 9.7% yielder. 

Square (SQ) 

The shares of this fin tech company remain on fire, gaining 32.6% during the month of August. 
Square remains a key player in the evolving way humans spend money. Specifically, Square allows 
commerce to happen conveniently, electronically, and in many cases without the involvement of 
traditional banks or credit card companies. Square is also building its ecosystem by acquiring 
customers and groups of customers via acquisitions. At this point, Square is not focused on profits 
(that comes later), it is currently focused on revenue growth and the company has been doing a 
fantastic job with a lot more room to grow. Payments is a huge industry, and Square’s data-
gathering-focused convenient solutions are poised form more growth. 
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Square announced earnings during August. EPS was $0.13 (beating expectations  by $0.01), and 
revenue was $385M (+60.1% Y/Y) beating expectations by $17.41M. According to the company:  

“In the second quarter of 2018, we accelerated revenue growth for the fifth consecutive quarter. 
Total net revenue was $815 million, up 48% year over year, and Adjusted Revenue was $385 million, 
up 60% year over year. This is an increase from the first quarter of 2018, when total net revenue and 
Adjusted Revenue grew 45% and 51%, respectively, year over year. Excluding the impact of the 
Weebly and Zesty acquisitions, year-over-year revenue growth also accelerated. Gross Payment 
Volume (GPV) was $21.4 billion, up 30% year over year. In the second quarter, we continued to grow 
upmarket: For the first time, half of GPV came from larger sellers. Net loss in the second quarter was 
$6 million, compared to a net loss of $16 million in the second quarter of 2017. Net loss per share, 
basic and diluted, was $0.01 for the second quarter of 2018, compared to a net loss per share of 
$0.04 in the second quarter of 2017.  

New August Trade: 

As a reminder, we purchased shares of Shopify for the first time in August, and we continue to 
believe strongly in this company going forward. Shopify operates a cloud-based commerce platform 
designed for small and medium-sized entrepreneurs. You can read our writeup on Shopify here. 

Thoughts on the market going forward: 

As shown in the following performance tables, growth and momentum stocks have continued to 
dominate this year and in August, while dividend and low-volatility stocks have lagged the rest of the 
market. 

http://www.blueharbinger.com/members-weekly-dashboard/DayofWeek/2018/8/8/new-purchase-disciplined-growth-portfolio-pullback-creates-opportunity
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While we like the comfort of big dividends and low volatility, we have included a mix of growth and 
value stocks across our Blue Harbinger portfolios because we want to be protected in times like 
these from owning too much of an underperforming investment category/style. 

Also worth mentioning, we maintain exposure to international markets through our investment in 
international ETF IXUS, for example. Non-US investments have been particularly weak this year, due 
in part to ongoing tariff and trade war threats from the US. Also the US markets have simply 
continued to be strong. However, as mentioned earlier, different investment styles go in and out of 
favor, and we fully expect non-US markets to regain more strength again in the future.  

We believe all of our investment portfolios are positioned well for continued long-term strength. 
Disciplined and diversified long-term investing is a proven strategy for success.  

 

 


