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“Insiders might sell their shares for any number of reasons,
but they buy them for only one: they think the price will rise.”

- Peter Lynch

• Father of the PEG Ratio (Price/Earnings to Growth)

• ROIC (Return on Invested Capital) 

Investment Thesis 



Idea – Use Peter Lynch’s Investment philosophy in a Systematic Strategy 

Strategy – Management Buys, PEG ratio, ROIC

Historical 10 Year Performance – 381.14% Return, 0.88 Sharpe, 0.83 Beta

Recommendation – Buy $80k, In Millner Fund 

What to Sell – Cash (Milner Currently has 210k in cash) 

Effect on Portfolio – Total fund beta from 0.68 to 0.73, Sharpe from 1.41 to 1.40

Summary



Specifics of strategy

Backtesting Method: Bloomberg

Exchange included: US Equities; Russell 1000

Rebalance frequency: Annually  

Average Number of positions (10 year): 6

Proposed number of positions for upcoming holding period: 11

Number of years backtested: 10, 5, 3, and 1

Minimum stock market cap: 400M

Weighting: Equal

Strategy Details



1. Use Russell 1000
2. Management Buying >$100,000 (value traded) in the last 6 Months 

a. “When insiders are buying like crazy, you can be certain that, at a minimum, the company 
will not go bankrupt in the next 6 months” - Peter Lynch

3. PEG Ratio between 0 - 1.8  
a. <0 that means it is negative (bad)
b. 0-1 is considered undervalued
c. 1-2 is considered to have strong growth relative to valuation (power band)
d. >2 is considered overvalued

4. PE Ratio > 0 
a. Because if you have a negative PE ratio and negative growth rate it will give you a positive 

PEG ratio, that’s even worse than (3a.), 8th grade algebra for the win!!
b. This ensures that both the PE ratio and growth rate is positive

5. ROIC >10%
a. Industry standard in to have above 6-10% (measure of efficiency & productivity)  

Rebalanced Annually 

Backtesting Screen Details 



1. BLOOMBERG SCREEN SHOT 

Backtesting Screen 



Backtesting Results (10 Year) - Performance

10-Year Analysis Mean Min 25% Median 75% Max

Market Cap ($Millions)* $  40,835 $ 400 $  6,170 $  15,670 $ 42,270 $ 522,560

P/E Ratio* 16.77 4.82                      11.87                          15.73                            20.38                            40.96                              

Monthly Trading Volume*
($Millions)

$ 3,372 $ 231 $ 926 $ 1,600 $ 3,400 $ 522,560

Share Price*
117.61 19.82           42.37                73.00                    108.53                1,116.25                

* Calculated for all 
positions during the 

period they were 
invested into *



Backtesting Results (5 Year) - Performance



Backtesting Results (3 Year) - Performance



Backtesting Results (1 Year) - Performance



Backtesting Results (Comparisons) - Performance

Annualized Return α β σ Sharpe Treynor* Max DD Info Ratio

10 Year 386.14% 14.29% 0.83 28.25% 0.88 0.22 -1.3% 0.44

10 Year SPY 242.1% n/a 1 15.32% 0.66 0.12 ~-33% n/a

5 Year 136.18% 20.07% 0.82 35.31% 0.83 1.63 0.00% 0.52

5 Year SPY 96.9% n/a 1 18.17% 0.56 0.12 ~-33% n/a

3 Year 69.66% 14.79% 0.52 22.69% 0.80 1.27 +15.74% 0.47

3 Year SPY 29.2% n/a 1 17.37% 0.45 0.08 ~-20% n/a

1 Year 17.69% -7.57% 1.05 17.25% 0.83 0.20 +17.69% -0.47

1 Year SPY 25.0% n/a 1 10.66% 1.82 0.25 ~-12% n/a

* Risk free rate calculated as the average 10 
year treasury yield over the time period *



Companies to Buy

# OF STOCKS 11

RECOMMENDED INVESTMENT $80,000 from Milner Fund

INVESTMENT PER STOCK ~ $7,272.73 per stock

WEIGHTING SCHEME Equal

REBALANCING FREQUENCY Annually

PEG RATIO 0 < x <= 1.8

MIN ROIC 10%

TIME FRAME 10 Year

CURRENCY USD



Companies to Buy (~ $7,272.73 Each)

Name Ticker P/E Ratio PEG ROIC Beta (Y-1) Beta (Y-5) Share Price # of Shares Total Value

Adobe ADBE 30.61 1.59 24.59% 1.1 1.31 440.23 17 $ 7,362.19

Apollo APO 20.22 1.3 15.89% 1.36 1.38 162.59 44 $ 7,191.80

APTIV APTV 11.31 0.72 12.02% 1.02 1.53 61.4 113 $ 7,243.30

Bath & 
Body

BBWI 11.84 1.04 31.13% 1.01 1.74 38.79 203 $ 7,285.67

Booz Allen BAH 18.43 1.49 21.89% 0.64 0.6 131.97 57 $ 7,292.58

Crocs CROX 7.5 1.68 29.29% 1.11 1.98 97.28 78 $ 7,282.58

Eaton 
Corp

ETN 30.93 1.69 13.45% 1.45 1.11 314.7 23 $ 7,200.15

Everest 
Group

EG 19.1 0.42 14.56% 0.72 0.71 341.72 22 $7,436.66

Fox Corp FOXA 10.71 1.34 10.47% 0.53 0.83 54.64 138 $ 7,285.02

Hubbell HUBB 27.25 1.26 16.69% 1.36 0.99 400.91 18 $ 7,216.74

Valvoline VVV 34.37 0.78 15.13% 0.97 1.21 36.63 188 $ 7,275.60



Effect on the Portfolio

Existing Portfolio New Portfolio

Beta 0.68 0.73

Sharpe 1.41 1.40



Effect on portfolio

https://lookerstudio.google.com/reporting/53f4e62e-825a-4ccd-af99-cfacf740467b

https://lookerstudio.google.com/reporting/53f4e62e-825a-4ccd-af99-cfacf740467b


Idea – Use Peter Lynch’s Investment philosophy in a Systematic Strategy 

Strategy – Management Buys, PEG ratio, ROIC

Historical 10 Year Performance – 381.14% Return, 0.88 Sharpe, 0.83 Beta

Recommendation – Buy $80k, In Millner Fund 

What to Sell – Cash (Milner Currently has 210k in cash) 

Effect on Portfolio – Total fund beta from 0.68 to 0.73, Sharpe from 1.41 to 1.40

Recap



EXHIBITS



EXHIBITS
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