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Dear Fellow Investor,

Welcome to Morningstar StockInvestor, and thank you for subscribing!

I have two goals in serving you:

1 To bring you stock recommendations of companies with strong and growing competitive  
 advantages trading at discounts to their intrinsic values.

2 To provide you with the support, insight, and research necessary to execute StockInvestor’s  
 wide-moat strategy.

This Subscriber’s Manual is intended to get you up to speed on everything included in your new 
subscription and how to put our recommendations to work in your own portfolio. Your  
Welcome Kit also includes The Morningstar Guide to Wide-Moat Stock Investing, which will 
walk you through the details of our stock selection and portfolio management philosophy. 

If you experience any subscription-related issues, please don’t hesitate to contact us at  
newslettersupport@morningstar.com or 312-424-4288. You can also email me directly  
at matthew.coffina@morningstar.com. I read every email I receive and attempt to answer as 
many of them as possible. 

Best regards,

Matt Coffina, CFA
Editor, Morningstar StockInvestor
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Philosophy
StockInvestor seeks to outperform the S&P 500 over 
the long run by investing in companies with strong 
and improving competitive advantages trading at 
reasonable valuations. These firms are able to fend 
off competition and earn high returns on capital  
for many years into the future—growing their earn-
ings, raising their dividends, and compounding  
their intrinsic values—so that five or 10 years later, 
they tend to be worth significantly more than we  
paid for them. 

Process
The bottom-up research of Morningstar’s more than 100 
equity analysts forms the foundation of our recom-
mendations. We maintain two model portfolios, each 
of which contains approximately 20 common stocks. 
The Hare Portfolio includes our more aggressive picks, 
while the Tortoise Portfolio features more conser- 
vative recommendations. We aim to keep turnover 
low—our average holding period has historically 
exceeded five years (less than 20% annual turnover). 
Any trades are intended to improve our total return 
prospects and/or lower our risk by upgrading the 
quality of our holdings or by substituting in stocks 
that are trading at greater discounts to intrinsic value.

Picks
We look for five characteristics when selecting stocks 
for the Tortoise and Hare:

1 Wide or narrow economic moats, indicating  
 sustainable competitive advantages.

2 Price/fair value ratios meaningfully below 1,  
 indicating a stock is undervalued.

3 Four- or 5-star ratings, indicating the margin of  
 safety is appropriate for the level of uncertainty  
 underlying our fair value estimates.

4 Positive or stable moat trends, indicating  
 competitive positions are strengthening or at  
 least staying the same.

5 Exemplary or standard stewardship, indicating  
 sound strategic execution and capital  
 allocation policies.

Performance
We measure our performance against the S&P 500, 
seeking to generate a superior total return over  
relatively long periods of time (at least five years), 
without taking on more risk than the index. From  
our June 18, 2001, inception through Sept. 30, 2013, 
our portfolios delivered a combined cumulative  
total return (including reinvested dividends) of 179.5%, 
compared with the S&P 500’s 76.4%. œ

About StockInvestor
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Monthly issues of StockInvestor are published in three 
formats: PDF, iPad®, and print. The PDF version is  
available first, and I aim to post it to StockInvestor ’s 
website the first week of every month. Data within 
the newsletter is generally as of the last business day 
of the prior month. The iPad edition is available a  
few days after the PDF. The print issues usually arrive 
midmonth, but all subscribers have access to our 
website and can download new issues as soon as 
they are available. 

Key Features
Cover Story. I use this space to share my latest 
thoughts on a wide variety of topics: economic moats, 
shifting competitive dynamics, management,  
lessons from market history, details of our performance, 
analysis of successes and failures, perspective on 
current events, and so on.

Tortoise Portfolio. The Tortoise Portfolio includes  
our more conservative picks. Companies tend  
to be mature, relatively slow-growing, and have 
moderate to low risk. Wide moats are especially 
important in this portfolio, and I attempt to tilt the 
Tortoise toward companies with at least stable 
competitive advantages. 

Hare Portfolio. The Hare Portfolio includes our  
more aggressive picks. Companies tend to be faster-
growing, with both higher risk and higher return 
potential than the Tortoise’s holdings. New purchases 
must have an economic moat—preferably wide— 
but I also attempt to tilt the portfolio toward companies 
with improving competitive positions. 

Matt’s Favorites for New Money. Some subscribers 
prefer to replicate the portfolios in their entirety. 
Other subscribers pick and choose among our hold-
ings, focusing on only the most compelling current 

opportunities. This column is designed for the latter 
group. Each month I highlight six current holdings  
that look especially attractive for new money that 
month. Note that the companies on this list tend  
to rotate. If a stock is removed, it doesn’t necessarily 
mean I don’t like it anymore—there may just be  
other compelling opportunities I want to highlight 
that month.

Wide-Moat Watchlist. The Wide-Moat Watchlist 
includes all of the companies our analysts consider to 
have wide economic moats, or very strong competi-
tive advantages. The list is organized by sector, with 
the companies in each sector ranked by the  
price/fair value ratio. A lower price/fair value ratio 
indicates a more attractive valuation (a ratio  
below 1 means the stock is undervalued, while a 
ratio above 1 means the stock is overvalued). I 
include comments for each sector describing potential 
opportunities or interesting developments.

Stock Focus Articles. Each month, I highlight four 
companies. I include a brief summary of my own 
perspective, a selection from our analyst’s report, and 
some historical and projected financial data.

Spotlights. Morningstar’s equity analysts produce  
a regular flow of in-depth reports on economic  
moats, industry trends, valuation, and other broader  
subjects. I use this space to share some of the  
most interesting recent research, particularly if it has  
implications for the Tortoise or Hare.

Expanding-Moat Watchlist / Wide Moat Focus Index.
The Expanding-Moat Watchlist includes only compa-
nies with improving competitive advantages (positive 
moat trends), ranked by the price/fair value ratio.  
The watchlist occasionally serves as a source of ideas 
for the Hare. Every third month, this page is changed 
to display Morningstar’s Wide Moat Focus Index, 
which consists of the 20 cheapest wide-moat stocks 
(excluding master limited partnerships and most 
foreign issues), rebalanced quarterly.

StockInvestor Overview
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Wide-Moat and Market Statistics. This page displays 
a variety of data on wide-moat stocks, the overall 
market, and the economy. For example, it includes lists 
of the 10 wide-moat firms with the highest dividend 
yields, the lowest price/earnings ratios, and the most 
attractive price/fair value ratios. It also tracks the 
S&P 500’s P/E ratio, the median price/fair value ratio 
across Morningstar’s coverage universe, employ- 
ment data, energy prices, bond yields, and recent 
performance and valuations by sector. It is intended 
as a quick, convenient way to take the pulse of the 
financial markets.

Performance Data. Lastly, 10 years of performance 
data for the Tortoise and Hare is summarized on  
the last page of the newsletter. The table also includes 
since-inception cumulative and annualized returns, 
as well as comparisons to the S&P 500 benchmark.

Online Resources
Email updates. Timely information is critical to 
investing. In addition to the monthly newsletter, there 
are a number of online resources included in your 
subscription. If you haven’t already, you will need to 
register on the StockInvestor website to access this 
valuable content. Go to http://msi.morningstar.com 
and click on “Register” in the upper right corner.  
Be sure to have your subscription ID handy (for print 
subscribers, this is located on the back cover of  
your newsletter next to your address). Once registered, 
you can sign up for email alerts by logging in to  
the website, clicking “E-mail alerts” in the upper right 
corner, and checking the first box to “Receive  
email commentary.”

Trade Alerts. Whenever I buy or sell a position in the 
Tortoise or Hare portfolio, I send out an alert that 
provides execution details and my rationale for the 
trade, normally within a couple of hours. 

Weekly Roundup. At the end of each week, I send out 
an email in which I analyze the latest news affecting 
companies in the Tortoise and Hare and provide  
additional perspective on the markets and potential 
investment opportunities. The roundup is usually 
sent out late Friday afternoon. 

Dedicated StockInvestor  Website. At msi.morning-
star.com, you can find up-to-date data and analyst 
reports on all the companies in the portfolios,  
the Wide-Moat Watchlist, and the Expanding-Moat 
Watchlist. You can also find a 12-month archive  
of newsletters, trade alerts, and weekly commentary,  
as well as regular bonus reports, videos, and 
other content.

Morningstar StockInvestor for iPad
Your subscription includes unrestricted access to the 
Morningstar StockInvestor for iPad app. Download  
the app for free from Apple’s U.S. App Store. Tap the 

“Sign In” icon at the top of the home page and  
follow the prompts to log in. You can either use your 
msi.morningstar.com login credentials or register  
your subscription directly within the app. œ
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StockInvestor includes two real-money model portfo-
lios, the Tortoise and the Hare. As the names  
imply, these portfolios are designed for investors with 
different levels of risk tolerance. The Tortoise  
Portfolio is intended for conservative investors,  
while the Hare Portfolio is for investors willing  
to accept a higher degree of risk in exchange for 
better return prospects.

The inception date for our portfolios is June 18, 2001. 
Each portfolio began with $50,000, and $2,000  
was added monthly for 25 months until our cost basis 
reached $100,000. 

We focus on large-cap companies (market capitaliza-
tion above $500 million) with ample liquidity. We  
do not short-sell stocks or invest in bonds, options, 
futures, exchange-traded funds, or other types  
of financial instruments. The portfolios do not use 
margin loans. Commissions are included in the cost 
basis of each stock, and returns are stated on a 
pretax basis (with the exception of foreign dividend 
withholding taxes, which are deducted directly  
from the dividends we receive). The portfolios consist 
of actual funds from Morningstar, and we report  
execution details based on real-world trades.

Catching Up With the Tortoise and Hare
Probably the most common question I hear from new 
subscribers is: How do I use the Tortoise and Hare  
in my personal portfolio, especially considering that 
many of the holdings are trading above StockIn- 
vestor’s purchase price? I recommend following one 
of two approaches.

Buy every stock in either or both of our portfolios, 
regardless of current valuation. This is basically what 
happens when you buy a mutual fund: Some holdings 
will be undervalued, others will be fairly valued, and 
some might even be slightly overvalued. Over time, I 
will rebalance to the best opportunities. Even stocks 
that are trading at a premium to Morningstar’s fair 
value estimates can provide attractive returns over a 
long enough investment horizon, since companies 
tend to increase in intrinsic value over time. This is 
especially true of the wide- and expanding-moat 
stocks at the heart of our strategy. This approach 
imposes a level of discipline on individual investors, 
and is the best way to replicate the performance of 
the portfolios. 

Only focus on the most undervalued current holdings. 
“Matt’s Favorites for New Money” is a good place  
to start, and you can expand this list by looking at all  
the 4- and 5-star stocks in the portfolios. While I 
expect this narrower group to outperform the broader 
Tortoise and Hare over time, you have fewer recom-
mendations to work with under this approach and 
thus less diversification. This strategy also requires 
much greater discipline and research on the part of 
the investor—I recommend it only if you are an expe-
rienced investor with the temperament to wait out 
short-term setbacks and the knowledge and desire to 
construct an appropriately diversified portfolio  
on your own. On average, individual investors tend  
to underperform newsletters, mutual funds, and  
other investment vehicles because they get nervous 
and sell (or get excited and buy) at exactly the wrong 
times. Don’t fall into this trap!

If you would rather someone else track StockInvestor ’s 
recommendations for you, Morningstar Investment 
Services offers customizable portfolios patterned after 
the Tortoise and Hare. You can find out more by 
calling 1-866-765-0663.* œ

StockInvestor’s Portfolios

*Morningstar Investment Services, Inc. is a registered investment advisor and wholly owned subsidiary of Morningstar, Inc.
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Morningstar, Inc. is a leading provider of 
independent investment research in North 
America, Europe, Australia, and Asia. We offer 
an extensive line of products and services for 
individuals, financial advisors, and institutions.
 
Morningstar provides data on approximately 
422,000 investment offerings, including 
stocks, mutual funds, and similar vehicles, 
along with real-time global market data on 
more than 9 million equities, indexes, futures, 
options, commodities, and precious metals, 
in addition to foreign exchange and Treasury 
markets. Morningstar also offers investment 
management services and has approximately 
$157 billion in assets under advisement or 
management as of March 31, 2013. We have 
operations in 27 countries.


