
Profit Growth Leads to Stock Growth Leaders  
of the 1990s  

Stock 
Growth 

Profit 
Growth 

Amgen  51% 54% 

Best Buy  59% 44% 

Cisco  93% 60% 

Dell  100% 45% 

EMC  91% 55% 

Harley-Davidson  39% 22% 

Home Depot  44% 30% 

Intel  38% 32% 

Medtronic  33% 22% 

Microsoft  58% 43% 

Oracle  48% 27% 

Paychex  43% 29% 

Stryker  27% 23% 

Sun Microsystems  54% 34% 

Wal-Mart  32% 18% 

48% 34% Average  

Cardinal Health 24% 22% 

Laggards 
of the 1990s  

Stock 
Growth 

Profit 
Growth 

Abbott Labs 14% 13% 

Anheuser-Busch 14% 8% 

Coca-Cola 20% 12% 

Eastman Kodak 5% 12% 

Emerson Electric 11% 9% 

Exxon Mobil 12% 3% 

Gillette 21% 11% 

Johnson & Johnson 21% 14% 

Kellogg 6% 6% 

Kimberly-Clark 14% 8% 

McDonald’s 17% 11% 

Pepsico 13% 8% 

Philip Morris 5% 12% 

Proctor & Gamble 20% 11% 

Xerox 9% 6% 

13% 9% Average  

Sears, Roebuck -2% -1% 

Shareks does its own independ-
ent stock research, following 75 
to 100 stocks at a given time. 

Spreadsheets for each stock are 
updated each quarter after a 
company reports earnings. Then 
charts and tables are developed 
in-house. David then prepares 
detailed research reports on 
each stock — that’s 300 to 400 
research reports every year.  

To the right is an example of our 
one-year chart, from Weibo (WB) 
in 2016 Q1. Weibo is a Chinese 
app similar to Twitter where 

brands, companies and celebri-
ties can share news, pictures 
and videos. 

One-year charts display quarterly 
profit growth along the bottom, 
as well as profit growth Esti-
mates for the next two quarters. 

WB broke out here in April 2016 
after it presented at the Credit 
Suisse 19th Annual Asian Invest-
ment Conference.  

At the time WB was expected to 
earn $0.50 in 2016, $0.84 in 
2017 and $1.28 in 2018. 

To the right are some of the 
most recognized stocks in Amer-
ica with their avg. annual stock 
growth rates and profit growth 
rates during the 1990s.  

I divided these companies into 
two sections, with the stocks 
having the highest profit growth 
on the left. 

Note, the stocks on the left were 
also the companies that had the 
best profit growth per year as 
well.  

In fact, every one of the 16 
stocks with higher profit growth 

outperformed every stock with 
lower profit growth.  

Shareks research points to profit 
growth driving stock growth — 
the faster the profit growth the 
better. 

In fact, our research points to a 
direct correlation between profit 
growth and stock growth.  

Thus profit growth of 20% per 
year could result in a stock rising 
20% per year (long-term) if the 
P/E ratio has to be the same at 
the beginning and end of the 
period. 

Sharek’s  
Stock Portfolios 
Searching for Tomorrow’s Stock Market Winners Today 

About David Sharek 
David started his career in 1999 as 
a Financial Consultant at 
A.G.Edwards & Sons, investing cli-
ents in mutual funds, stocks, bonds 
& annuities.  

The 2000 stock market crash hurt 
David’s investors and left him leery 
of Wall Street & mutual funds. 
Sharek became a student of stocks, 
and discovered the best stocks had 
the highest profit growth. 

In 2002 David accepted a position 

of Vice President—Investments at 
Wunderlich Securities and devel-
oped his Growth Stock Portfolio.  

Sharek’s Growth Portfolio averaged 
a return of 24% his first five years as 
a portfolio manager (2003-2007), 
more than double the market’s 
(S&P 500) average of 11%, as he 
got client portfolios “back to even”. 

During that time he wrote & pub-
lished the hardcover book The 
School of Hard Stocks. 

In 2008 David Sharek founded 
Shareks Stock portfolios. But an-
other stock market crash took the 
Growth Portfolio down 58% that 
year. Still, by 2013 Sharek had cli-
ent accounts back to new highs. 

Today David continues his stock 
research, manages stock portfolios, 
and teaches stock education classes 
from his offices in Manhattan. 

Sharek’s Growth Portfolio has grown 
an average of 13% a year, com-

pared to 9% for the 
S&P 500. 

$100,000 invested in 
the Growth Portfolio 
at inception would 
have made a profit of 
almost $250,000 vs. 
just over $200,000 
in the S&P.  

David’s posted four 
years of +40% re-
turns in his 15 year career. 
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Est. Long Term Growth Rate:  N/A

Profit
Growth
Rate

+133%
4QtrsAgo

+267%
3QtrsAgo

+1100%
2QtrsAgo

+275%
LastQtr

+300%
NxtQtr

+80%
2QtrsOut

Estimates

P/E:  42

Annual 
Profits
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-0.01
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 Stock Research 



 Valuation Strategy 

 Investment Philosophy 

Portfolio Management 

In addition to rapid profit growth, 
other factors play a part in a 
stock’s success, notably increas-
ing profit estimates and “beating 
the street” when earnings are 
released. 

When WB broke out at $21 in 
2016, David put pen to paper 
and guestimated what the stock 
could be in the future is (a) WB 
earned what it was expected to 
and (b) the stock kept its 42 P/E. 

2017 42 x $0.84 = $35 
2018 42 x $1.28 = $54 

To the right Weibo’s updated 
Profit History Table as of 2017 
Q4. Note, estimates have risen: 

2016 was $0.50, made $0.82 
2017 was $0.84, now $1.71 
2018 was $1.28, now $2.73 

Typically, a rule of thumb is the 
stock’s P/E is equal to its profit 
growth rate.  

A stock with high certainty can 
be rewarded a higher multiple, 
as can a consistent track record 
of growing profits each year. 

Our goal is to collect stocks that 
compound in value over time. To 
hold stocks for years, decades, 
or longer. 

Stocks which fit our mold have 
the following characteristics: 

- Strong profit growth 
- Certainty 
- Consistency 
- Hot sector 
- Beat the street 
- Growth opportunity 
- Catalysts 
- Below the radar 
- Franchise names 

Factors which would cause 
David to sell a stock include: 

- Missing or lowering estimates 
- Slowing profit growth 
- Stock at a 52-week low or 
- Below its 200-day moving avg 
- Weak sector 

David will be inclined to take 
profits and sell a partial position 
when: 

- Parabolic run (see right) 
- Better opportunity elsewhere 
- Above next year’s Fair Value 
- Temporary slowdown in growth 

Profit History
Year Profits x P/E = MedPrice Dividend Yield
2007 $0.00
2008 0.00
2009 0.00
2010 0.00
2011 0.00
2012 0.00
2013 0.00
2014 -$0.01 x  N/A = $20 0.00
2015 0.32 x 46 = 15 $0.00 0.0%
2016 0.82 x 41 = 34 0.00 0.0%

Fair Value
Upside/Downside TotRetrn

This Qtr $1.71 x 70 = $120
2018 Est 2.73 x 65 = 177 48% 48%
2019 Est 3.87 x 65 = 252 110% 110%
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Annual 
Profits
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017

-0.01
0.32
0.82
1.71e

Yearly Profit
Growth:  40%
Yearly Stock 
Growth:  26%

Ten-Year Chart

                                                       3300% 156% 109%

Profit 
Growth
Rate

Growth Portfolio 
Our flagship portfolio. 

Returns: 
47% in 2017 
13% per year avg since 2003 

Stock Criteria: 
Estimated Long Term Growth 
Rate of 15% or greater. 

Number of Stocks: 
35 to 50 

Minimum Account Size: 
$100,000 

Management Fee 
3% per year 

Aggressive Growth Portfolio 
A focused Growth Portfolio. 

Returns: 
50% in 2017 
13% per year avg since 2003 

Stock Criteria: 
Estimated Long Term Growth 
Rate of 20% or greater. 

Number of Stocks: 
15 to 20 

Minimum Account Size: 
$100,000 

Management Fee 
3% per year 

Conservative Growth Portfolio 
Dividend paying Blue Chips. 

Returns: 
19% in 2017 
7% per year avg since 2016 

Stock Criteria: 
Estimated Long Term Growth 
Rate of 20% or greater. 

Number of Stocks: 
35 to 50 

Minimum Account Size: 
$100,000 

Management Fee 
2% per year 

Sharek’s Stock Portfolios 
99 Madison Avenue, 5th Floor 
New York, NY 10016 
+1 917 657 8126 
david@davidsharek.com 

Types of Accounts Managed: 

Corporate accounts, Trusts, 
Individual and Joint Accounts, 
IRAs, Rollover IRAs and SEPs. 

Brokerage Firms/Custodians: 

Scottrade & Interactive Brokers 

Any information provided in this letter has been prepared from sources believed to be reliable, but is not guaranteed by SchoolofHardStocks.com and/or Shareks, LLC and is not a 
complete summary or statement of all available data necessary for making an investment decision. In addition, such information may be condensed or contain calculated data which 
should be verified by the recipient. Any information provided is for informational purposes only and does not construe a recommendation.  To the extent that financial projections are 
contained herein, such projections are dependent on the occurrence of future events, which cannot be assured; therefore, the actual results achieved during the projection period, if 
applicable, may vary from the projections. SchoolofHardStocks.com and its employees may own options, rights or warrants to purchase any of the securities mentioned in this letter. 
Any review, retransmission, dissemination or use of, or taking action in reliance upon this information by persons or entities other than the intended recipient is prohibited.  


