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Morningstar Total Return Ideas 
Below are U.S.-listed stocks covered by Morningstar, screened for the following criteria: 

• Current yield of at least 1.5% 
• At least 10% upside to Morningstar’s Fair Value estimate 
• A narrow or wide economic “moat” as defined by Morningstar (here) 
• Low to Medium Fair Value Uncertainty as defined by Morningstar (here) 
• Sorted by the most upside to Fair Value 
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Price  Star Fair Value Economic Fair % to 

 Ticker Company Name Industry (9/6) Yield Rating Uncertainty Moat Value Fair Value 
 LB L Brands, Inc. Apparel/Footwear Retail $37.40 6.4%  Medium Wide $69.00 84% 

(A) MAT Mattel, Inc. Recreational Products $15.69 3.8%  Medium Wide $28.50 82% 
 SABR Sabre Corp. Packaged Software $17.87 3.1%  Medium Wide $26.00 45% 
 WSM Williams-Sonoma, Inc. Specialty Stores $47.27 3.3%  Medium Narrow $65.00 38% 
 CVS CVS Health Corp. Drugstore Chains $79.88 2.5%  Medium Narrow $109.00 36% 
 TSCO Tractor Supply Co. Specialty Stores $60.02 1.8%  Medium Wide $81.00 35% 

(A) HBI Hanesbrands, Inc. Apparel/Footwear $25.23 2.4%  Medium Wide $34.00 35% 
 WFC Wells Fargo & Co. Major Banks $49.88 3.1%  Medium Narrow $67.00 34% 
 MAC Macerich Co. Real Estate Investment Trusts $54.38 5.2%  Medium Narrow $73.00 34% 
 PDCO Patterson Cos., Inc. Medical Distributors $38.89 2.7%  Medium Wide $52.00 34% 

(A) COF Capital One Financial Corp. Finance/Rental/Leasing $79.47 2.0%  Medium Wide $106.00 33% 
 DIS The Walt Disney Co. Media Conglomerates $101.50 1.5%  Medium Wide $134.00 32% 
 ABC AmerisourceBergen Corp. Medical Distributors $80.72 1.8%  Medium Wide $106.00 31% 
 MSM MSC Industrial Direct Co., Inc. Wholesale Distributors $69.39 2.6%  Medium Narrow $91.00 31% 
 RHHBY Roche Holding AG Pharmaceuticals: Major $31.81 2.7%  Medium Wide $41.50 30% 
 GE General Electric Co. Industrial Conglomerates $24.92 3.9%  Medium Wide $32.00 28% 
 KR The Kroger Co. Food Retail $22.55 2.2%  Medium Narrow $28.50 26% 
 CHL China Mobile Ltd. Wireless Telecommunications $52.55 3.1%  Medium Narrow $66.00 26% 
 SJM The J. M. Smucker Co. Food: Specialty/Candy $106.21 2.9%  Medium Narrow $132.00 24% 
 MDLZ Mondelez International, Inc. Food: Major Diversified $40.59 2.2%  Low Wide $50.00 23% 
 GGP GGP, Inc. Real Estate Investment Trusts $21.12 4.2%  Medium Wide $26.00 23% 
 GSK GlaxoSmithKline Plc Pharmaceuticals: Major $40.00 5.0%  Low Wide $49.00 23% 
 CAH Cardinal Health, Inc. Medical Distributors $68.61 2.7%  Medium Wide $84.00 22% 
 IPG Interpublic Group of Cos., Inc. Advertising/Marketing Services $20.55 3.5%  Medium Narrow $25.00 22% 
 IMBBY Imperial Brands Plc Tobacco $41.96 4.7%  Low Narrow $51.00 22% 

(A) SBUX Starbucks Corp. Restaurants $54.31 1.8%  Medium Narrow $66.00 22% 
 MDT Medtronic Plc Medical Specialties $79.87 2.3%  Medium Narrow $97.00 21% 
 VLP Valero Energy Partners LP Oil & Gas Pipelines $43.06 4.2%  Medium Narrow $52.00 21% 
 SPG Simon Property Group, Inc. Real Estate Investment Trusts $158.73 4.4%  Medium Wide $191.00 20% 
 LOW Lowe's Cos., Inc. Home Improvement Chains $77.47 2.1%  Medium Narrow $93.00 20% 
 TJX The TJX Cos., Inc. Apparel/Footwear Retail $73.03 1.7%  Medium Wide $86.00 18% 
 KGFHY Kingfisher Plc Home Improvement Chains $7.77 3.0%  Medium Narrow $9.10 17% 
 BAYRY Bayer AG Pharmaceuticals: Other $129.83 1.7%  Medium Narrow $152.00 17% 
 PSXP Phillips 66 Partners LP Oil & Gas Pipelines $47.21 5.2%  Medium Wide $55.00 17% 
 TRV The Travelers Cos., Inc. Property/Casualty Insurance $117.73 2.4%  Medium Narrow $137.00 16% 
 OMC Omnicom Group, Inc. Advertising/Marketing Services $73.10 3.0%  Medium Narrow $85.00 16% 
 IVZ Invesco Ltd. Investment Managers $32.05 3.6%  Medium Narrow $37.00 15% 
 SNY Sanofi Pharmaceuticals: Major $49.42 2.2%  Medium Wide $57.00 15% 
 BLK BlackRock, Inc. Investment Managers $412.19 2.4%  Medium Narrow $475.00 15% 
 UNP Union Pacific Corp. Railroads $105.01 2.3%  Medium Wide $121.00 15% 
 MMP Magellan Midstream Partners LP Oil & Gas Pipelines $68.66 5.2%  Low Narrow $79.00 15% 

(A) EPD Enterprise Products Partners LP Oil & Gas Pipelines $26.17 6.4%  Medium Wide $30.00 15% 
 WPPGY WPP Plc Advertising/Marketing Services $91.89 4.2%  Medium Wide $105.00 14% 

(A) MSFT Microsoft Corp. Packaged Software $73.40 2.1%  Low Wide $83.00 13% 
 APU AmeriGas Partners LP Wholesale Distributors $42.62 8.9%  Medium Wide $48.00 13% 

(A) SEP Spectra Energy Partners LP Oil & Gas Pipelines $44.59 6.4%  Medium Wide $50.00 12% 
 CPB Campbell Soup Co. Food: Major Diversified $47.53 2.9%  Medium Narrow $53.00 12% 
 LUXTY Luxottica Group SpA Consumer Sundries $57.42 1.3%  Medium Wide $64.00 11% 
 SXT Sensient Technologies Corp. Chemicals: Major Diversified $71.89 1.7%  Medium Narrow $80.00 11% 
 LLY Eli Lilly & Co. Pharmaceuticals: Major $80.51 2.6%  Medium Narrow $89.00 11% 

D.A. Davidson IIG Research Stocks on List: 

 Dividend Achievers: CVS, MSFT 
 Focus List: GE 
 Income Opportunities: EPD, HBI, GSK 

Sources: FactSet, Morningstar 

http://www.morningstar.com/InvGlossary/economic_moat.aspx
http://www.morningstar.com/InvGlossary/fair_value_uncertainty.aspx
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Required Disclosures: 

D.A. Davidson & Co. expects to receive, or intends to seek, compensation for investment banking services from the companies mentioned in this report in the next three 
months. 

D.A. Davidson & Co. is a full service investment firm that provides both brokerage and investment banking services. The analysts identified in this report will receive 
compensation that is based upon (among other factors) D.A. Davidson & Co.’s investment banking revenue. D.A. Davidson & Co.’s analysts, however, are not directly 
compensated for involvement in specific investment banking transactions. 

The following disclosures apply to stocks mentioned in this report if and as indicated: 
(A) D.A. Davidson & Co. was making a market in this company’s securities at the time this report was published. 

Analyst Certification:  The analysts identified in this report attest that (i) all the views expressed accurately reflect their personal views about the common stock of the 
subject company, and (ii) no part of their compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed in the 
report.  

Ratings Information: 

Buy/Add - Security appears undervalued based on our current view of valuation measures, expectations, and its risk profile. 

Neutral - Security appears fairly valued based on our current view of valuation measures, expectations, and its risk profile. 

Sell/Reduce - Security appears over-valued based on our current view of valuation measures, expectations, and its risk profile. 

Rating Distribution (as of 6/30/2017) Coverage Universe Distribution Investment Banking Distribution 
azbycx IR IIG Combined IR IIG Combined 
BUY/ADD (Buy) 56% 78% 58% 13% 0% 11% 
NEUTRAL (Hold) 43% 19% 40% 6% 0% 5% 
SELL/REDUCE (Sell) azbycx 1% 3% 2% 0% 0% 0% 

IIG denotes Individual Investor Group Research; IR denotes Institutional Research whose rating scale is Buy, Neutral, Underperform. 
Investment Banking Distribution denotes companies from whom D.A. Davidson & Co. has received compensation in the last 12 months. 

Price targets are an evaluation of price potential over the next 12-18 months based upon assessment of future earnings and cash flow, comparable company valuations, 
growth prospects and other financial criteria.  Certain risks may impede achievement of these price targets including, but not limited to, broader market and 
macroeconomic fluctuations and unforeseen changes in the subject company’s fundamentals or business trends. 

Morningstar research is reproduced with permission.  ©2017 Morningstar Inc.  All rights reserved.  The information contained herein is not represented or warranted to 
be accurate, correct, complete, or timely.  This report is for information purposes only, and should not be considered a solicitation to buy or sell any security. 

Focus List Securities Selection and Publication Process: 

The Focus List is prepared by James Ragan and Brent Williams of D.A. Davidson & Co.’s Individual Investor Research Group.  To be eligible for inclusion on the Focus 
List, securities must be covered by D.A. Davidson’s Individual Investor Group Research, Institutional Research, or Morningstar Equity Research (the “Research 
Universe”).  In addition, the security must be rated an equivalent “Buy” from D.A. Davidson Individual Investor Group or Institutional Research, or 3 stars or higher by 
Morningstar at the time the security is added to the Focus List.  The Focus List may also include Exchange Traded Funds (ETFs).  To be eligible for inclusion on the 
Focus List, an ETF must be rated between 3 and 5 stars by Morningstar.  Other than Mr. Ragan and Mr. Williams, D.A. Davidson analysts who publish Institutional or 
Individual Investor Group research are not involved in the preparation of the Focus List. 

Of all the eligible securities from the Research Universe, as well as eligible ETFs, those ultimately selected for inclusion on the Focus List represent those believed by Mr. 
Ragan and Mr. Williams to represent the current ideas considered most timely at the time it is added to the Focus List.  While the time horizon for eligible securities from 
D.A. Davidson’s Individual Investor Group and Institutional Research and that of Morningstar is typically 12-18 months, the Focus List will be a periodic publication that 
will select the timeliest eligible securities as of the date of its publication.  If the rating on a security included on the Focus List is changed by the covering analyst from 
D.A. Davidson’s Individual Investor Group Research, Institutional Research, or the covering analyst from Morningstar in such a way that it is no longer an eligible 
security, that security will automatically be removed from the Focus List.  In addition to a change in the rating, other factors, including a change in market or sector 
conditions, company or industry fundamentals, or discontinuance of coverage by the covering analyst, may also cause a security to be removed from the Focus List.  A 
security on the Focus List may be removed from the list even if it is still an eligible security based on Mr. Ragan and Mr. Williams’ determination that it is no longer 
timely.  The Focus List will disclose any securities removed from the list in the first publication following the removal of the security. 
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Dividend Achievers Securities Selection and Publication Process: 

Dividend Achievers is prepared by James Ragan and Matt Griffith of D.A. Davidson & Co.’s Individual Investor Research Group.  To be eligible for inclusion in Dividend 
Achievers, securities must be covered by D.A. Davidson’s Individual Investor Group Research, Institutional Research, or Morningstar Equity Research (the “Research 
Universe”).  Other than Mr. Ragan and Mr. Griffith, D.A. Davidson analysts who publish Institutional or Individual Investor Group research are not involved in the 
preparation of Dividend Achievers. 

Of all the eligible securities from the Research Universe, those ultimately selected for inclusion in Dividend Achievers will have a minimum 10-year history of consecutive 
dividend increases and, in the opinion of Mr. Ragan and Mr. Griffith, have a positive outlook for future growth.  The overall dividend yield for Dividend Achievers is 
expected to be above the average market yield.  Dividend Achievers may not have holdings in all sectors at all times, but Mr. Ragan and Mr. Griffith strive to maintain 
diversity across most economic sectors.  Dividend Achievers will be a periodic publication that will highlight the current securities included.  Securities may be removed 
from Dividend Achievers if the underlying company fails to sustain its record of consecutive annual dividend increases or if there is a significant change in company 
fundamentals.  Changes to Dividend Achievers may also be prompted by Mr. Ragan and Mr. Griffith’s views of the risk/reward profile offered by individual 
securities.  Dividend Achievers will disclose any securities removed from the list in the first publication following the removal of the security. 

Income Opportunities Securities Selection and Publication Process: 

Income Opportunities is prepared by James Ragan and Doug Christopher of D.A. Davidson & Co.’s Individual Investor Research Group.  To be eligible for inclusion on 
the Income Opportunities list, securities must be covered by D.A. Davidson’s Individual Investor Group Research, Institutional Research, or Morningstar Equity Research 
(the “Research Universe”).  In addition, the security must be rated an equivalent “Buy” from D.A. Davidson Individual Investor Group or Institutional Research, or 3 stars 
or higher by Morningstar at the time the security is added to the Income Opportunities list.  The Income Opportunities list may include common stocks, limited partners 
(LP and MLP) units, and Real Estate Investment Trust (REIT) shares.  Other than Mr. Ragan and Mr. Christopher, D.A. Davidson analysts who publish Institutional or 
Individual Investor Group research are not involved in the preparation of the Income Opportunities list. 

Of all the eligible securities from the Research Universe, those ultimately selected for inclusion on the Income Opportunities list represent those believed by Mr. Ragan 
and Mr. Christopher to represent the current ideas considered most timely at the time it is added to the Income Opportunities list.  While the time horizon for eligible 
securities from D.A. Davidson’s Individual Investor Group and Institutional Research and that of Morningstar is typically 12-18 months, Income Opportunities will be a 
managed list that is periodically updated as deemed appropriate.  If the rating on a security included on the Income Opportunities list is changed by the covering analyst 
from D.A. Davidson’s Individual Investor Group Research, Institutional Research, or the covering analyst from Morningstar in such a way that it is no longer an eligible 
security, that security will automatically be removed from the Income Opportunities list.  In addition to a change in the rating, other factors, including a change in market 
or sector conditions, company or industry fundamentals, or discontinuance of coverage by the covering analyst, may also cause a security to be removed from the 
Income Opportunities list.  A security on the Income Opportunities list may be removed from the list even if it is still an eligible security based on Mr. Ragan and Mr. 
Christopher’s determination that it is no longer timely.  The Income Opportunities list will disclose any securities removed from the list in the first publication following 
the removal of the security. 

Important Notice:  The purchase of Master Limited Partnerships (MLPs) and some Mortgage REITs in an IRA, qualified plan, or Charitable Remainder Trust may trigger 
an IRS 990-T filing if the MLP/Mortgage REIT generates $1,000 or more of Unrelated Business Taxable Income (“UBTI”).  UBTI is reported by an MLP on its annual form 
K-1.  This is provided for informational purposes only and does not constitute tax advice.  D.A. Davidson & Co. does not provide tax advice and investors should 
consult with their tax professional before investing. 

Other Disclosures: 

The information contained herein has been obtained by sources we consider reliable, but is not guaranteed.  Any opinions expressed are based on our interpretation of 
data available to us at the time of the original publication of the report.  Assumptions, opinions, and estimates constitute our judgment as of the date of this report and 
are subject to change without notice.  Investors must bear in mind that inherent in investments are the risks of fluctuating prices and the uncertainties of dividends, rates 
of return and yield, as well as broader market and macroeconomic fluctuations and unforeseen changes in the fundamentals or business trends affecting the securities 
referred to in this report.  Investors should also remember that past performance is not necessarily an indicator of future performance and D.A. Davidson & Co. makes 
no guarantee, express or implied, as to future performance.  The information is not intended to be used as the primary basis for investment decisions.  Because of 
individual client requirements, it should not be construed as advice designed to meet the particular investment needs of any investor.  It is not a representation by us, or 
an offer, or the solicitation of an offer, to sell or buy any security.  Further, a security described in a report may not be eligible for solicitation in the states in which a 
client resides. Further information and elaboration is available upon request. 

For a copy of the most recent reports containing all required disclosure information for covered companies referenced in this report, please contact your D.A. 
Davidson & Co. representative or call 206-389-8000. 
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Senior Research Analyst 
213.244.9338 
dchristopher@dadco.com 
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206.389.4076 
brentwilliams@dadco.com 

    
Brooke K. Van Lohuizen 
Research Associate 
206.903.8674 
bvanlohuizen@dadco.com 

Joseph-Andrew L. Malach 
Research Associate 
206.389.4082 
jmalach@dadco.com 

 

 


