
 

 

 

 

 

FREQUENTLY ASKED QUESTIONS 
 

 

 

About the “BrandLoyalties” Equity Screens now available at: 

www.BrandLoyalties.com 

 
 

 

 

 

 

 

 

 

 

 

 

 

www.BrandLoyalties.com is a service of the Consumer Metrics Institute, Inc. 

 

 



Who are you guys and what do you do? 
 
The BrandLoyalties web-site and service are the result of recent research from the Consumer Metrics Institute. At the Consumer 
Metrics Institute, our mission has been to utilize the on-line behavior of consumers to understand the dynamics of this economy -- in 
"real-time".  
 
How can someone benefit from your research into on-line consumer behavior? 
 
By screening potential equity selections for investment portfolios through the use of our latest research product, the "real-time" 
brand loyalties screens found only at www.BrandLoyalties.com. 
 
What are BrandLoyalties Screens? 
 
One of the latest consumer behavior metrics available from the Consumer Metrics Institute is a measurement of the fondness of on-
line consumers for certain brand names -- and (more critically) how that fondness (or consumer loyalty) shifts over time. Those shifts 
in the feelings that consumers have for the brands that we track are then translated into the "brand loyalties" of on-line consumers 
for the products of over 500 publicly traded corporations. 
 
What makes your new BrandLoyalties screens unique? 
 
Our "brand loyalties" equity screens track actual on-line consumer behavior, and for that reason they are purely quantitative. We are 
using state-of-the-art tracking data involving massive data collection -- our consumer tracking databases capture over 100,000,000 
on-line consumer brand choices daily. This methodology has vastly greater sample sizes than conventional questionnaire surveys or 
boutique focus groups. The resulting metrics are also orders of magnitude more current than other sources, with daily updates 
posted on the subscriber portion of our website every morning. This is a new and unique equity screen that is unprecedented, 
unrivaled and exclusively available at www.BrandLoyalties.com. 
 
Why do you think your data makes for an effective equity screen? 
 
We believe that the long term value of any corporation is ultimately determined by the strength of the relationship between that 
corporation and its customers. For this reason we also believe that the earliest signal for the health of a corporation are shifting 
loyalties within the corporation's customer base. 
 
Have "brand loyalties" ever been used successfully in the past to build investment portfolios? 
 
Yes. The most obvious example is the legendary performance of Peter Lynch and the Magellan Fund during 1977-1990, when the 
average annual return experienced by its shareholders was over 29%. One of Peter's key equity screens involved selecting only 
those companies that were selling products enjoyed again and again by people he personally knew -- i.e., high "brand loyalty". 
 
At the Consumer Metrics Institute we took a look at his results and asked several basic questions: What has changed since 1977? 
How can we harness evolving markets and technologies to improve the scope, timeliness and quantitative accuracy of Peter's 
methodologies? 
 
How do your new metrics compare with what Peter Lynch was doing? 
 
We have simply expanded his concept by capturing data from nearly everyone shopping on the web, and doing the sampling in 
"real-time." As a consequence we have a twenty-first century version of his "brand loyalties" screen that has: 
 
● Unprecedented timeliness, with day-by-day results that are always current through yesterday. 
● The ultimate granularity, with results that are actionable at the equity-by-equity level. 
● Extensive scope and coverage, with over 500 equities tracked (a number that is growing daily). 
● Daily updates to each equity's "brand loyalty," reflecting a mix of year-over-year and trailing 90 day shifts in customer affections. 

How can this benefit portfolio managers? 
 
Now you can tell on a daily basis whether the equities currently in your portfolios have customers flocking to them or (conversely) 
avoiding them like the plague. Furthermore, you will know this well before earnings season -- and quite possibly even before the 
corporate insiders themselves realize what is happening at the far end of their distribution channels. 

 
 
How are the subscriptions structured? 



 
You can select the scope of the screens that you need, choosing to monitor only certain sectors of the consumer economy (e.g., 
some of our standard sectors include major retailers, specialty retailers, pharmaceuticals, automotive manufacturers, automotive 
"after market" retailers, banking, retail investing, fast food, casual dining, telecom, media, travel and entertainment). Or you could 
select a "roll-your-own" list of at least 50 equities. And finally you could select the entire universe of equities that we track -- currently 
over 500. 
 
What do subscribers receive? 
 
With a subscription you will receive daily access to updated data tables and daily alerts of significant changes in the BrandLoyalties 
of the equities that you have chosen to follow. For example, you would receive alerts if an equity that you have subscribed to: 
 
● had its "brand loyalties" rise into the top 20% of all of the equities that we track; 
● had its "brand loyalties" rise even further, into the top 10% of that same equity "universe"; 
● or, conversely, had its "brand loyalties" fall into the bottom 20% of our "universe"; 
● or had it drop even further into the bottom 10% of all of the equities that we track; 
● or if its web presence (or "luminosity") drops below the level where we can get statistically robust brand loyalty signals; 
● and lastly, when a new equity becomes available in your chosen sector or sectors. 
 
How do we do it? 
 
It all starts with internet shopping consumers. Nearly everything they do on the 
web gets captured in "consumer tracking" databases -- that are used by on-line 
advertisers to provide the annoying (but highly targeted) ads that are constantly 
showing up in your browser when you surf the web. We, in turn, mine those 
same "consumer tracking" databases -- but for shifting brand loyalties instead of 
potential ad targets. 
 

How can I look at your data? 
 
We have assembled a gigantic spreadsheet to help you understand how the 
Brand Loyalty Screens could work in portfolios of your own design. That 
spreadsheet has a column for every equity in our "universe" -- containing the 
percentile rankings of that company's BrandLoyalties on a day-by-day basis 
from January 2006 through December 2011. 
 
What all is included in the spreadsheet? 
 

Besides the daily percentile rankings of our historic equity screens it also includes the daily equity prices and dividends for each of 
the equities in our "full universe" in data sheets that can be used for pro-forma portfolio modeling purposes. 
 
Can you provide such a Pro-Forma Portfolio Model for our use? 
 
Yes. In fact the spreadsheet mentioned above already includes a pre-
assembled pro-forma model -- from which you can learn how to optimize the 
value of the screens, given your specific needs. In it you can adjust the 
operating parameters and re-calculate the multi-year performance of the 
screens, allowing you to analyze the year-by-year results of a portfolio blindly 
chosen on your BrandLoyalties criteria and nothing else. 
 

Is it possible to see how the pro-forma model is working on a day-by-day basis? 
 

Yes. You can study in detail the day-by-day internal workings of the pro-forma 
portfolio -- including the daily selection screens, the number of positions held 
in the portfolio, the total of any dividends received, any changes in the mix of 
equities specified by the screens, any re-balancing or re-allocation pro-forma 
trades that occurred, the costs and proceeds from those trades, the execution 
costs of the trades, any residual cash balances that result and the day-by-day 
total ending portfoilio balance.



                       



           



Can we also see the equity-by-equity details of the daily pro-forma positions? 
 
Yes. The spreadsheet also includes the day-by-day internal workings for 
each of the equity positions held -- including the selection matrix, the number 
of shares held, the end-of-day price and any dividends paid (per share and 
total) and the end-of-day valuation for the position. 
 
One of the parameters built into your pro-forma model is called the 
"Portfolio Threshold Percentile." What is that parameter all about? 
 
Our screens ultimately provide a daily ranking of the relative brand loyalties 
for all of the equities that we track. Those relative rankings are expressed as 

"top X%" percentiles -- with lower numbers (e.g., the top 10% = 10th percentile and lower) representing the better loyalties and 
higher numbers (e.g. the bottom 20% = 80th percentile and higher) the worse loyalties. Thus at any time the best half of the "full 
universe" of our tracked equities would be equities with percentiles of 50% or lower. 
 
The "Portfolio Threshold Percentile" allows you to choose the selectivity of the "brand loyalty" screens by including only those 
equities with current percentile rankings at or below the threshold specified. For example, a threshold of 20% would include on the 
best fifth of all ranked equities, while a threshold of 10% would similarly only include the highest ranked 10% of the more than 500 
equities we track. Because of this, a "Portfolio Threshold Percentile" of 100% would include the "full universe" of over 500 equities 
currently tracked. 
 
By the way (and as you would observe from working with the model), even our "full universe" of tracked equities substantially out-
performs both the S&P 500 and the S&P Consumer Discretionary Indexes -- primarily because our "full universe" generally includes 
equities with a significant presence on the web (an area of significant growth at the present time) or products/brands with a lot of 
current "buzz" on the web (usually meaning products and brands in high demand). For this reason our "full universe" of over 500 
equities is actually highly selective by virtue of our sampling methodology (or sampling "bias" if you prefer), making it a form of 
positive alpha equity screen in its own right. 
 
 
Then why wouldn't we just select the top 5% of your ranked equities for our portfolios? 
 
Although it is true that the multi-year ROIs of portfolios generally trend higher as the "threshold" selectivity gets tighter, the number 

of equities selected by the tighter threshold shrinks accordingly -- resulting in 
more concentrated portfolios and higher betas to accompany the higher 
alphas. By using our "Pro-Forma Portfolio Model" you can experiment with the 
trade-offs between the higher ROIs gained by increasing the selectivity of the 
Brand Loyalty thresholds and the greater sigmas that result from the more 
concentrated portfolios, thereby tuning the screens for your own alpha -vs- 
beta comfort zone. 
 
(By the way, this is also why we are always adding to the number of equities 
that we are tracking. As we increase the size of the "full universe" the size of 

the top 5% would increase proportionately. With roughly 500 equities in our current "universe" a top 5% portfolio would consist of 
only about 25 positions, a concentrated portfolio that is relatively susceptible to equity specific risk. When we eventually expand the 
"universe" to 2000 equities that same 5% will hold about 100 positions, a moderately diversified portfolio that is correspondingly less 
susceptible to equity specific risk.) 
 
How can we obtain the "Pro-Forma Portfolio Model"? 
 
A sample "Pro-Forma Portfolio Model" (as of December 31, 2011) can be download from the "Prototype Pro-Forma Spreadsheet" 
link in the navigation bar at the top and bottom of each page on our web site (or by clicking here). 
 
Can BrandLoyalties Screens add "alpha" over a full market cycle? 
 
Yes. If we chart the trailing twelve month ROIs over the past 48 months for the S&P 
Consumer Discretionary Index and pro-forma portfolios constructed from the top 20% and 
top 10% of equities in our BrandLoyalties "universe," we see an all-too-familiar pattern. 
The time span covered by the chart divides itself neatly into three phases: 
 
● The first 20 or so months contain horrific losses. During that phase of the market cycle 
the pro-forma portfolios consisting of the top 20% and top 10% of our "universe" have 



significantly lower levels of losses than the S&P Consumer Discretionary Index, thereby offering substantial mitigation of portfolio 
down-side risks. 
● During the middle phase of spectacular recovery the pro-forma BrandLoyalties portfolios more than hold their own during a time 
when the "rising tide" lifted nearly all investment boats. In particular, the pro-forma BrandLoyalties responded earlier and more 
vigorously to the turning tide. 
● And during the last 20 or so months the pro-forma BrandLoyalties portfolios have substantially out-performed the S&P Consumer 
Discretionary Index. This is not likely an accident or coincidence -- it is merely a sign that the signals offered by our methodologies 
are becoming even more relevant as an increasing portion of all retail commerce shifts to the web and the equities in our "universe" 
gain market share as a consequence. For this reason we believe that the accuracy and relevance of our BrandLoyalties screens will 
only increase over time.  
 
What are the caveats to using our data? 
 
Because of the on-line consumer data behind our BrandLoyalties screens: 
● They only work for companies with a strong on-line visibility -- something that we call "web luminosity." 
● They work best for companies whose principle operations are in the consumer sector -- a factor that we refer to as "signal 
relevance." 
● The accuracy of the "brand loyalties" signal generated is a function of both the "web luminosity" and "signal relevance" of any 
equity. (For example, some equities have no presence in the consumer sector of the economy (e.g., LMT); others sell a lot of goods 
to consumer, but no transactions or significant portions of that commerce can be found on the web (e.g., XOM); still other equities 
have highly luminous sub-units operating on the web (e.g., BRK-A), but whether those units are good proxies for the health of the 
entire corporation requires much further analysis; in yet other cases where the distribution channel is vertically segregated (e.g., 
KO/COKE or HOT/HST) the importance of brand loyalties has to be understood in the context of where that brand loyalty most 
favorably impacts the operating units along the distribution channel; in some cases (e.g., SHLD or BGP) no amount of brand loyalty 
can overcome other structural, financial or management issues; and lastly some equities (e.g. BAC) can become momentarily 
brilliant on the web for all of the wrong reasons.) 
● A positive Brand Loyalty ranking can mask suicidal pricing, a temporary novelty factor, product quality or service deterioration that 
haven't yet harmed consumers, or other fundamentally unsound business practices. 
● Real-world portfolios should only use Brand Loyalty Screens in combination with other equity screening techniques and common 
sense. 
● In fact, the quality of your additional equity screens is what will separate your performance from the other portfolio managers who 
are using our data. 
● To provide a robust signal our screens require a relatively high level of web "luminosity" -- making even our "full universe" of 
tracked equities highly selective. It typically includes only companies with "forward looking" distribution models and products or 
services that are in demand. Because of this, our "full universe" significantly out-performs the S&P Consumer Discretionary Index -- 
as can be seen from the performance table on our "Home Page." 
● The lag-time between changes in BrandLoyalties and the consequential changes in earnings will depend on equity-specific details 
-- e.g., fiscal calendars and the length, complexity and inertia of the corporation's distribution channels. 
● We presently track about 500 NYSE, AMEX and Nasdaq traded stocks, although that number is increasing over time. 
● The data is very current -- daily data updated and posted on a daily basis. 
● And unlike other retail surveying technologies, the strength and accuracy of our signals will only improve as the web's share of 
total commerce inexorably increases. 

Simply put: the "signal relevance" of any web-based data will change over time as consumers react to brands in varying ways -- 
and for varying reasons. 
 
If the "Signal Relevance" of the BrandLoyalties data changes over time, how can we quantify and monitor it? 
 

For each equity that we track we are able to calculate the correlation between consumer 
BrandLoyalties for the products of that corporation and subsequent movements of the equity's 
price. If corporate earnings (and therefore equity prices) increases with increasing brand 
loyalty, we will observe a positive mathematical correlation between equity prices and our 
BrandLoyalties rankings. 

On the other hand, if prices do not correlate at all to our BrandLoyalties rankings, we will 
observe a low or negative mathematical correlation between equity prices and our rankings. 

 



Thus our correlation data (for the trailing year and updated each day along with the rankings 
themselves) serves as a quantitative measure of the "Signal Relevance" for each of the 
equities that we track. 

In addition to the raw correlation data, for our more sophisticated clients we also measure the 
time lag between changing BrandLoyalties and the consequential equity price movements. We 
do this by finding the time offset between the two series of data that demonstrate the best 

correlation. That data is also provided in our downloadable data sets. 

What are the criteria for the rankings? 
 
We measure the relative presence of a company's products or services within the entire collection of data within the consumer 
tracking databases, comparing that relative level with similar year-ago data and calculate the changes in the relative demand over 
the past 90 days. Those data points are then used to rank each equity relative to all others in the "universe" of equities that we track. 
The final result is a ranking based on percentiles, with lower percentiles representing companies increasingly popular with on-line 
consumers. 
 
How effective are the screens? 
 
The BrandLoyalties "Home" page contains a table that compares the performance of a couple of S&P indexes with pro-forma 
BrandLoyalties portfolios where the sole selection criteria was the then-current ranking of equities within the BrandLoyalties 
universe. Each of the pro-forma portfolios were analyzed for over 1,200 unique one-year periods, where each portfolio-year started 
on a NYSE market day and ended on the market day closest to a year later. 
 
The comparisons are between the S&P 500 Index, the S&P Consumer Discretionary Index (as proxied by a matching ETF), a 
portfolio consisting of equally weighted values of all equities in the BrandLoyalties "universe," and similarly constructed portfolios of 
the top 20% and 10% of BrandLoyalties ranked equities that have 1-sigma positive correlations. Average ROIs, the standard 
deviation for those ROIs and a couple of measures of the likelihood of negative ROIs are listed for each of the scenarios. 
 
The table on our "Home" page is updated every market day to include the latest possible portfolio-year. 
 
How many equities are in the BrandLoyalties "universe"? 
 
As of December 31, 2011 there were 514 equities being tracked as part of the BrandLoyalties universe. Those equities are major 
publicly traded companies currently listed on the NYSE, AMEX or Nq exchanges. The number of equities being tracked is constantly 
changing, with new equities being added all the time. Our "Home" page at www.BrandLoyalties.com contains the most current count 
of tracked equities, listed both by equity symbol and separately as broadly grouped by consumer commerce sector that each of the 
equities operate in. 
 
How often are the screens updated? 
 
A new screen is generally available at the start of each NYSE market day. 
 
In what data formats are the screens available? 
 
The BrandLoyalties screens are available as an HTML table, as well as in CSV, XML and SQL dump file formats. 
 
Are historic screens available for pro-forma modeling purposes? 
 
Yes, the historic values of our BrandLoyalties screens can be downloaded for analysis in CSV, XML and SQL data formats. All 
subscribers can access all of our historic data. Sample files are also available from our website for non-subscribers, but they cover 
only a two year period. 
 
How can we access the daily data? 
 
The daily data is available to all subscribers, who can log into the subscriber portion of 
the web-site by entering their e-mail address, password and the six-digit number 
current displayed in the window of the security device that was provided to them when 
they enrolled in the service. 
 
How are the subscription levels priced? 
 
Please see our current prices on our Frequently Asked Questions page (FAQs) on our website. 
 
How can we contact you to subscribe to the BrandLoyalties service? 
 
E-Mail:  Sales@BrandLoyalties.com   BrandLoyalties Research 

Consumer Metrics Institute, Inc. 
14405 W. Colfax Avenue, #192 
Lakewood, Colorado 80401-3206    USA 


