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SEED FY13 Highlights 
Another great year is behind us as SEED continued to excel in many areas. SEED completed 

2013 with 31 members, 5 of who graduated in December, and another 12 currently going 

through the training program. SEED finished the year with approximately $6.3 million AUM, 

before being rebalanced back to $5 million. SEED members had the opportunity to visit firms 

in both New York and Richmond, and placement this year for graduating as well as junior 

members was exceptional, and continues into the New Year. We would like to again thank 

those alumni who have helped support us on these trips as well as offering help in 

employment opportunities. 

Financial Highlights 

This year, SEED returned 31.46%, gross of fees. This follows a 17.92% return in 2012. Our 

two leading sectors this year were industrials and healthcare, lead by Norfolk Southern in 

Industrials and Actavis in Healthcare. Our Technology sector lagged, behind losses in 

positions in Apple and Teradata. 

Operating Highlights 

In 2013, Ryan Cassidy and Steve Corcoran completed their tenure as co-CEO’s. Ryan will be 

moving on to a full time Investment Banking role with Houlihan Lokey in Northern Virginia, 

while Steve is pursuing his passions as a co-founder of the startup company LawnStarter, with 

fellow SEED Alum Ryan Farley. We also said goodbye to Financials Area Manager Armin 

Gufarik and Analyst Peter Rhines. 

Looking Ahead 

New co-CEO’s Dan Lee (Junior, Finance) and Paul Hurst (Junior, Industrial and Systems 

Engineering) look forward to another exciting year, as well as newly appointed Financial 

Sector Area Manager Ingrid Christ. We feel confident about our New-Analyst class and look 

forward to great work in the future by those students. 

Dan Lee & Paul Hurst  

Co-Chief Executive Officers  

January 3, 2014 

Notable 

Placements 

Full Time 

Will Jones – 

Citigroup CMO 

Thorne Michaels – 

Goldman Sachs AM 

Ryan Cassidy-

Houlihan Lokey IBD 

Crystal Johnson- 

Goldman Sachs AM 

Tyler Authur- 

Citigroup IBD 

Jacob Andersson – 

McKinsey Consulting 

Kunal Bedia – 

Deutsche Bank IBD 

Peter Rhines – 

Credit Suisse IBD 

Kurt Schoffstall - 

Prudential 

Internships 

Dan Lee –   

JPMorgan S&T 

Paul Hurst – 

Goldman Sachs IBD 

Nicolette Killen- 

JPMorgan S&T 

Trey Gresh – Morgan 

Stanley S&T 
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Year in Review 

 

Recruitment 

This year, both outgoing and incoming CEO’s sorted through a new record of over 100 

applications for entry into the Spring 2014 New-Analyst class, even after enacting a mandatory 

minimum GPA of 3.0 to accept an application. Ultimately, 37 hour-long interviews were offered, 

in an interview process that included both a 30 minute stock pitch with Q&A, as well as a 

behavioral and case study portion of the interview. Ultimately, 12 students were offered a spot 

in the New-Analyst class, all of whom accepted.  

New Analyst Class 

This year’s New-Analyst Class is extremely qualified and well represented around campus. 

While all new-analysts showed excellence both in and out of the classroom, they also excelled 

in their interview. Those accepted include a member of the Corp of Cadets, a division 1 athlete, 

members of Greek Life, and a triple major in Finance, Accounting, and Computer Science, as 

well as many other qualified candidates from both the College of Business and College of 

Engineering. 

Placement 

This year was an extraordinary year for placement throughout Wall Street, in the consulting 

field, as well as in engineering and accounting roles. Members locked up full time offers at 

firms including Houlihan Lokey (Ryan Cassidy), Citigroup (Tyler Authur), Goldman Sachs 

(Crystal Johnson), Mckinsey and Co. (Jacob Andersson), Credit Suisse (Peter Rhines). 

Internships offered to Junior students thus far include Goldman Sachs, JPMorgan, Morgan 

Stanley, Deloitte Consulting, PwC Consulting, ExxonMobil, General Electric, and Boeing.  

New York and Richmond Trips 

In the year 2013 SEED had a handful of highly successful trips leading to future placement.  

These trips included both Richmond and New York.  Each of these trips presented SEED 

Notable 

Placements 

Internships Cont. 

Ingrid Christ-

JPMorgan S&T 

Zvonko Cindrich – 

ExxonMobil 

Brian Dang – Boeing 

Finance  

Pallavi Ravada – 

KPMG 

Matt Jordan – PwC 

Assurance 

Armin Gafurovic- 
GE FMP 
 
Curtis Calder – 
Deloitte Consulting 
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students with an invaluable opportunity to meet with both Alumni and HR contacts to best 

align students to receive internships and full time offers for the upcoming summer.  

While in New York – SEED students visited 12 firms including Mooreland Partners, Credit 

Suisse, Goldman Sachs, Morgan Stanley, JPMorgan, Bank of America, Citigroup, 

AllianceBernstein, and UBS. There is no doubt that these meeting were the building blocks 

that lead to such successful placement this year.   

While in Richmond the group of students went to visit several firms such as Capital One, 

Genworth, and BB&T.  In addition we had a Question and Answer with a group of 5-10 

alumni who had a wide variety of experiences.    

 

 

Figure 1 SEED members in Richmond 

 

Investment Strategy 

The screening process and model used for the valuation of potential investments continued 

to be revised to reflect deeper analysis and trend recognition. More specifically, this entailed 

Other Notes 

This year, Crystal 

Johnson from the 

Consumers sector has 

taken on the role of being 

the head and primary 

contact for continuing our 

great relationship with 

SEED alumni. Along with 

this, she also took the 

time to plan the SEED 

Richmond Trip, 

mentioned above. 

Crystal will be working on 

the Alternative Capital 

Markets desk at 

Goldman Sachs starting 

Full Time. 

Nicolette Killen of the 

Technology sector has 

recently begun working 

spearheading the 

Recruitment process, 

which includes dozens of 

class speeches, info 

sessions, bulletin boards, 

etc. as well as hundreds 

of applications and full 

days of interviews. 

Nicolette will be working 

in an S&T Summer 

Analyst position with 

JPMorgan this summer. 
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creating a discounted cash flow model that included multiple years of historical financial 

information, as well as future projections from the balance sheet, income statement, and 

statement of cash flows for the prospective company. In addition, the process that was used to 

screen the universe of possible investments and initially identify companies was streamlined by 

sector, so that a set of common investment criterion was consulted during the composition of 

the portfolio.  

Changes were also finalized to the desired number of holdings in the portfolio. Given the 

educational intent of SEED, it was deemed that the opportunity to delve into a single company, 

rather than the surface examination of a number of companies, would be more beneficial for 

analysts. A slimmer portfolio would also force Area Managers to hold more conviction in each 

position, because of the position’s increased size and lack of diversification.  It was determined 

that a maximum of thirty holdings would yield sufficient portfolio diversification and would 

provide analysts with an opportunity to fully explore their position.  

The final allocation of the SEED portfolio across the six sectors very closely mirrored the 

constitution of the S&P 500 Index. We pursued this allocation so that any performance 

deviations from the benchmark index were substantially associated with SEED’s individual 

stock selection, rather than any allocation tracking error. We believe that focusing on individual 

stock selection and portfolio compatibility most closely reflects SEED’s portfolio strategy. 

Therefore, our allocations across sectors reflect those of the S&P 500 index, within the 

constraints of less than thirty positions.   

2014 Investment Outlook 

In general, SEED remains bullish on equities going into 2014, also believing in a smooth exit 

from Quantitative Easing in Q4 2014 or Q1 2015, where confidence in forward rate guidance 

will be enough to ease concerns of decreasing liquidity. This, in our opinion, will be enough to 

continue to shake off the concerns of a taper and an end to QE. Due to these policies in 2013, 

multiple expansion largely drove gains in the market. This year, we expect real earnings growth 

to be the driving force in equities, and therefore find individual stock selection to be even more 

important.  

Domestically in 2014, we see US GDP growth of close to 3% as some fiscal tailwinds fade. We 

expect forward guidance to keep interest rates low while scaling of the bond purchases 

continue. We also see inflation to stay consistently low, a possible out for incoming Fed 

Chairwoman Yellen to continue easy money policies even further. Due to a decreasing 
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workforce participation rate, we expect the unemployment threshold to be lowered by 

Chairwoman Yellen to 5.5% or even 5% before raising rates. Globally, we see a growing 

Eurozone and a slowing China, while we are indifferent on the Japanese growth plan, but feel 

good that the developed economies seem to be accelerating in tandem (we will feel even 

better should Japan’s policy work and the ECB ease).  

With all of that being said, we will continue to watch our bear case closely. A slowing domestic 

GDP could take a hit on profits and really hurt markets in 2014. Furthermore, Federal budget 

issues still remain partly unsolved and could cause another issue in 2014. Spiking rates could 

have a dramatic effect in many areas, including taking a hit out of income-yielding equities and 

raising mortgage rates that could all but kill the housing recovery. Worst case, the low inflation 

could take a turn for the worst into deflation and cause all sorts of problems for the market 

(though unlikely).  

SEED in 2014 

In 2014, SEED looks forward to holding an Alumni Weekend in Arlington from May 2nd-4th. We 

plan to continue our annual trip to NY, while exposing students to positions in Charlotte and 

Richmond as well. Furthermore, we hope to enter, and win, a country-wide stock pitch 

competition.   
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Contact Information 

 

Daniel Lee 

Co-CEO 

Phone: 703-946-5495 

E-mail: Dl33@vt.edu 

 

Paul Hurst  

Co-CEO 

Phone: 703-717-8241 

E-mail: pauljh91@vt.edu 

    

 

Professor R. Billingsley 

Faculty Advisor 

Phone: 540-231-7374 
E-mail: r.billingsley@vt.edu 

 

Professor John Pinkerton 

Faculty Advisor 

Phone: 540-231-5002 
E-mail: jpinkert@vt.edu 

 

 

Professor Mike Kender 

Faculty Advisor 

Phone: 540-231-6357 
E-mail: mkender@vt.edu 

 

 

Company Information 
SEED 

Virginia Tech Pamplin College of Business 

www.virginiatechseed.com 

Facebook.com/VirginaTechSEED 

mailto:r.billingsley@vt.edu
mailto:jpinkert@vt.edu
mailto:mkender@vt.edu
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Name Return 

ACT 107.92% 

ESRX 15.95% 

BAX 2.53% 

SNY 2.02% 

Statistical Highlights 
HPR as of 1/30/2014 
 
 

Sector Value: $840,088 
% of Portfolio allocated: 16.63% 
Holding Period Return: 31.40% 
 

The past year there has been unprecedented 
changes to the state of the healthcare industry. 
From a political perspective, the Affordable Care 
Act is imposing radical regulations on much of 
healthcare industry. This act is positive in that it 
is bringing insurance to tens of millions more 
people, but it is imposing stricter regulations on 
many other aspects of the healthcare industry 
pressuring companies' bottom line profits. 
Additionally, the "Patent Cliff" era, a period of 
roughly 5 years in which billions of dollars of 
drugs are coming off patent, is also changing the 
way healthcare companies operate. To 
compensate for this lost revenue, many drug 
manufactures are expanding into international 
emerging markets and expanding their product 
offering by acquiring other companies.  

Considering the current state of the industry, we 
sought companies that are unvalued due to 
market pessimism or ones which can take 
advantage of the radically changing marketplace. 

Sector Summary 

XLV Benchmark 

All four of our holdings are in the positive, which is 
great news. The most notable position we have is 
with Actavis Pharmaceuticals. Following the merger 
with Watson Pharmaceuticals, Actavis has performed 
exceptionally well since we've purchased it a little 
over a year ago. Now up 107.92% to $180.11, it has 
appreciated beyond our target price necessitating a 
sell in the near future. Also performing well is Express 
Scripts, with the Pharmacy Benefit Manager up 
15.95% from purchase three months ago. Our final 
two holdings, Baxter International and Sanofi are up 
2.53% and 2.02%, respectively. As a group, we remain 
very optimistic about both of these holdings due to 
their strong drug pipeline and Sanofi's potential for a 
revolutionary drug.  

Sector Performance 

Expectations 

With the Patent Cliff nearly behind us, we will 

continue to seek undervalued companies that exhibit 

strong pipelines and are poised well to take 

advantage of unsaturated emerging markets. As a 

group, we expect these emerging markets to become 

a large part of many drug manufacturer's revenue, 

especially large generic drug makers. 

Additionally, we are recognizing a trend of increased 

biotechnology IPOs and acquisitions. We expect the 

niche biotechnology industry to become more 

integrated in large drug manufactures as an 

additional segment of the company. We plan to 

explore this area of the healthcare sector and may 

decide to invest if a good opportunity arises. 

 

Healthcare Sector 
Area Manager: Richard Episcopo 

Holdings: 
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Name Return 

COF +33.14% 

VISA +15.49% 

C +14.81% 

GS +7.71% 

AIG +1.78% 

PLD -2.57% 

Financial Sector 
Area Manager: Ingrid Christ 

Holdings: 

Statistical Highlights 
HPR as of 1/30/2014 
 
 

Sector Value: $956,128 
% of Portfolio allocated: 18.92% 
Holding Period Return: 6.03% 
 

COF has been our stock with the most appreciation. 
COF has benefited from improving loan quality and 
plans to return more than 50% of earnings to 
shareholders in 2014.  

PLD had been our worst performer. We purchased 
PLD in September; the stock has moved downwards 
due to the Federal Reserve’s announcement to taper 
in December. We remain bullish on PLD as the stock 
will benefit from rising market rent rates and 
occupancy rates as global trade, specifically 
ecommerce, improves in 2014.    

In 2013, financial institutions suffered from the 
low interest rate environment. Net interest 
margins were suppressed due to the Federal 
Reserve’s accommodative policies. The Federal 
Reserve, however, announced tapering in 
December. This, along with new regulations, has 
been changing the landscape of the financial 
sector. Many financial institutions have been 
focusing on cutting operating expenses, either by 
cutting headcount or by divesting in lines of 
business which aren’t part of their core strategy.   

Operating in this outlook, we purchased 

Citigroup, a bank that is implementing an 

aggressive cost-cutting strategy and trading at a 

discount to its peers. In order to gain exposure to 

ecommerce and the recovery in global trade, we 

also added Prologis to the portfolio in 2013. 

Sector Summary 

Sector Performance 

Expectations 

The financial sector has had an impressive year, 
modestly outperforming the market. We expect 
banks to benefit from expanding net interest margins 
in 2014 as the Federal Reserve continues to taper.  
Litigations and regulations from the government 
remain a major risk to financial institutions and will 
remain a going concern in 2014.  

We expect households and businesses to move from 
a period of contraction to expansion in 2014 and 
2015. Household and business balance sheets have 
shown significant improvements since the crisis.  The 
household debt service is currently at 10% versus 
13.5% in 2007. Similarly, companies in the S&P500 
have reduced their leverage from 220% to 104% over 
the last 3 years. In addition, as the economy 
continues to improve, we expect to see a rise in M&A 
activity as CEOS become more aggressive in terms of 
buying growth into their businesses. 

 

10-Year Treasury  

maConstant Maturity 

Rate 
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Name Return 

COP 19.64% 

APC -17.54% 

CJES 19.98% 

NOV -11.34% 

PSX 28.09% 

Statistical Highlights 
HPR as of 1/30/2014 

 
Sector Value: $891,784 
% of Portfolio allocated: 17.65% 
Holding Period Return: 8.95% 
 

The energy sector has gone through significant 
repositioning since 2012 with only COP 
remaining from that portfolio. The first new 
addition, CJES, was pitched by analysts Brian 
Dang and Jacob Andersson to provide focused 
exposure to the United States hydraulic 
fracturing industry. Brian Dang also helped 
provide significant returns to the portfolio by 
pitching PSX, a top global refiner that has 
recently made moves to streamline and simplify 
its operations.  

The sector strategy through this past year was to 
find value while targeting the continually 
growing United States energy production. CJES 
and APC both provided significant exposure to 
this market and both continue to present growth 
prospects. While executing this strategy we have 
maintained positions in COP and initiated a 
position in NOV to stay exposed to the global 
energy market.  

Sector Summary 

Spot Brent and WTI Crude Oil (USD) 

 

Energy Sector 
Area Manager: Jacob Andersson 

Holdings: 

Strong returns by two newer holdings, CJES and PSX, 
were unfortunately negated by negative news 
impacting APC and a selloff of NOV. COP has 
continued to be a strong exploration and production 
performer providing stable returns to the portfolio. 
CJES benefited from stronger oil pricing throughout 
the 2nd quarter. PSX proved to be significantly 
undervalued and also benefited from declining crude 
prices in the 3rd and 4th quarters. NOV is a newer 
position that is down initially but we believe the stock 
will recover from the selloff and provide strong 
returns through 2014. APC has been the biggest 
disappointment due to significant concerns 
surrounding legal action against the company.   

Sector Performance 

Expectations 

Our sector expectations center on the continued 
expansion in energy production in the United States 
as well as a declining spread between WTI and Brent 
crude spot prices. Our portfolio will continue to be 
overweight in exploration and production companies 
focused on resources in the United States. This 
focused will continue to be balanced by holdings such 
as NOV and PSX that provide exposure to global 
energy demand. APC will continue to be the most 
controversial stock in our portfolio and this position 
will be continually evaluated with an emphasis on 
any news surrounding the Tronox litigation. We 
anticipate maintaining our positions in CJES, PSX and 
NOV through the next semester while COP and APC 
will be continually scrutinized.  
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Name Return 

HD 27.31% 

BUD 3.92% 

EBAY 4.55% 

PG 2.72% 

Consumer Sector 
Area Manager: Greg Saunders 

 

Holdings: 

Statistical Highlights 
HPR as of 1/30/2014 
 
 

Sector Value: $724,488 
% of Portfolio allocated: 14.98% 
Holding Period Return: 7.83% 
 

Investment in this sector was approached with 
the expectation of a continued improvement in 
discretionary spending, as well as the belief that 
consumers would continue to take advantage of 
the low interest rate environment that we have 
still found ourselves in. 
 

For one example, analyst Tyler Arthur found 
Home Depot to be undervalued based on 
underappreciated same-store sales strength and 
an optimistic view of the housing market. Tyler 
estimated a discounted cash flow value with a 
bull case target of $85.00. The stock has 
returned 27.31% since adding it to the portfolio. 
 

As a team, we have also focused our investments 
in line with the growth of e-commerce. 
Consumers have shown shifting habits from the 
use of brick and mortar stores to online 
shopping. E-commerce sales increased ~16% YoY 
last year in the US and we expect this type of 
growth to continue. 

Sector Summary 

Retail Sales Y/Y% Change 

 

The Consumer sector performed as we would expect 
in an environment of improving growth prospects, 
low interest rates, and an increasing desire for risk by 
investors. The discretionary sector posted an 
enormous gain, leading all sectors in 2013, and the, 
more conservative, staple segment provided a less 
sizable gain relative to the others. 
 

Our allocation to the housing recovery has proved 
successful, as low housing prices and interest rates 
that have remained low, provided an enticing 
environment for consumers looking to buy or 
renovate their homes.  
 

Our allocation to strong-branded staple firms has 
performed in-line with the sector, as there has still 
been a trade-off between the more well-known 
brands and discount labels by consumers in these 
periods of economic uncertainty. 
 

 

Sector Performance 

Expectations 

As for our expectations moving forward, we 
anticipate investors will be more selective in their 
allocation of capital to firms in the discretionary 
sector after the broad sector gains this past year. 
However, with household debt as a percentage of 
disposable income at historically low levels, we 
believe consumers are in a solid position to continue 
spending. 
 

Regarding the staple segment, we feel that the 
market will be continually cautious when it comes to 
investing here. We expect, going forward, that 
emerging markets and product innovation will help 
strong-branded firms to boost top-line growth. Many 
of these firms, in the recent past, have had to look to 
cost-cutting methods and acquisitions to grow profits. 
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Name Return 

CMI 7.17% 

EADSY 20.93% 

FLR 24.00% 

NSC 36.11% 

VMI 10.50% 

Industrial Sector 
Area Manager: Sam Bauch 

Holdings: 

Statistical Highlights 
HPR as of 1/30/2014 
 

Sector Value: $776,052.41 
% of Portfolio allocated: 16.04% 
Holding Period Return: 16.88% 
 

The position of the industrial sector is that of 
a middleman, its performance is largely 
dependent on the health of the end market. 

While last year we believed emerging 
markets would be the biggest sources of 
growth, this year we decided to focus more 
on developed markets as emerging market 
growth has been weaker than expected. 

Before becoming CEO, Paul Hurst found 
Airbus Group to be undervalued due to 
having a lower P/E and greater margin 
expansion than their main competitor 
Boeing. This analysis resulted in an expected 
return of 32 percent. The stock has returned 
21 percent since it was added to the 
portfolio. 

 

Sector Summary 

Rail Traffic 

We were well positioned to take advantage of strong 
U.S. demand, and a recovery in Europe, but weaker 
than expected demand in the rest of the world 
weighed down the performance of companies with 
high international exposure. 

Due to household deleveraging coming to an end and 
increased demand for consumer goods shipped via 
intermodal containers, Norfolk Southern gained over 
36 percent, making it the best performer in the 
sector and one of the best performers in the entire 
portfolio.  

In addition to Norfolk Southern, Fluor and Airbus 
Group also returned over 20 percent due to 
increased capital expenditures from energy 
companies and increased demand for fuel efficient 
airlines, respectively.  

Sector Performance 

Expectations 

The ever increasing global population will continue to 
put pressure on global food production as there is 
only a finite about of land available for farming 
needed to supply an ever increasing population. To 
invest based on this trend, SEED will explore 
agricultural chemicals manufacturers such as 
Monsanto.  

An investment in agricultural chemicals would also 
allow us to gain exposure to the agricultural industry. 
The global population is expected to grow to 9.6 
billion people by 2050. This increased demand will 
place finite agricultural resources under considerable 
stress. Monsanto is a dominant player in the industry 
and their efforts to increase yield per acre should pay 
dividends as demand for corn and soybeans is 
increasing due to demand from bio-fuels as well as 
food production. 
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Name Return 

BRCM -15.06% 

EMC 3.08% 

TDC 1.24% 

DTV 11.16 

Technology Sector 
Area Manager: Matthew Jordan 

Holdings 

Big Data Trend 

Statistical Highlights 
HPR as of 1/30/2014 
 

Sector Value: $1,085,015.32 
% of Portfolio allocated: 21.98% 
Holding Period Return: -0.39% 
 

Utilization of mobile computing has 
revolutionized everything from e-commerce to 
how we do business. With an increasing number 
of mobile devices, cloud computing and the new 
trend of BYOD (Bring Your Own Device), security 
has become a major issue for companies. 
According to a Forrester Research survey, 46% of 
companies expect to increase network security 
spending in 2014. There is also a huge 
infrastructure opportunity in high-speed 
networks based on fiber optic cables and 
vectoring technologies like LTE and Wi-Fi. 
Companies are spending billions of dollars to 
support these growing networks to meet 
capacity. When it comes to consumer products, 
wearable technology looks to dominate the 
space going forward. This trend goes from head 
to toe as companies find ways to add sensors to 
everything, turning items people wear into mini 
computers.  

Sector Summary 

Coming out of the summer we felt the market was 
putting too much of a premium on highly sought 
after technology stocks that had real growth. We 
therefore decided to underweight the sector, leading 
to a small number of positions. We made bets on 
trends we see continuing into the future. This 
includes mobile, big data and cloud computing. Our 
investment strategy led us to overweighting big data 
players through EMC and TDC. Analyst Dave Marone 
saw EMC to have stable cash flows and market share 
while TDC has superior products. Analyst Nicolette 
Killen pitched DTV on October 30th.  We felt the 
market was undervaluing the company’s ability to 
retain customers and its Latin American exposure. 
DTV is up 13.31% since, hitting its $72 target price.   

 

 

Sector Performance 

Expectations 

We intend to remain invested loosely in line with the 
benchmark. We will look to reevaluate and 
potentially close our position on DTV in favor of 
added exposure to mobile. Mobile device growth has 
peaked in the US, however it continues to grow 
steadily in emerging markets such as China and India. 
In 2013 companies held back spending for big data 
analytics. With macroeconomic improvement, we 
fully expect TDC to have a very strong 2014. We will 
continue to remain distant to the social media trend 
that has captured investor interest in recent years. 
Instead, we will look to remain in the cloud 
computing and data storage space to take advantage 
of the growing amount of data being created by 
mobile computing, data mining, and Internet usage.   


