
OptionsHawk Screen: Bear Market Survivors 

I remain cautious on equities and continue to feel we could not only revisit the March lows but make a new low. A 

combination of a very dramatic shift to a recessionary environment for the economy and weak market structure due to 

lack of liquidity remain concerns and the market still does not appear to be appropriately pricing in the potential 

earnings impact. I think the upcoming earnings season will continue the cloud of uncertainty and negative news flow is 

likely to persist at least through the peak of COVID-19 which is expected late April to mid-May. The impact of this 

correction on consumer psychology is likely to extend much further and the recovery is likely to be more gradual than 

many expect. With that said, it is never too early to prepare to find quality companies that can outperform in this 

environment with the objective of positioning in these names into further panic lows. Another strategic way is to take 

one quarter of the desired weighting in four separate increments at levels of -5%, -10%, -15% and -20% of current prices 

as I expect the market to have around 20-30% of downside from current levels if we roll back over, and these names 

should show some relative strength. 

In my initial screen I used the following criteria: 

� Market Cap > $2B and US Exchange 

� Revenue CAGR 2017-2019 of 10%+ 

� FCF > $100M 

� Adjusted EBIT Margins > 10% 

� Total Debt / Operating Cash Flow < 4X 

From here I took a more qualitative approach to the 200 results looking at the kind of industries best positioning, 

knowing the companies and the operation execution history, and applied my own assessment for names that make the 

final cut. I also wanted to divide the names into two categories and best to have a mix, the higher valuation names 

(Above 25X Earnings) that also have the brightest future growth opportunities, and the quality businesses trading at 

attractive historical valuations. I also diversify to not include names in the same sub-sector. These are the top names to 

focus on for bargain hunting through Q2. 
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Disclaimer: 

Not Investment Advice or Recommendation 

Any descriptions "to buy", "to sell", "long", "short" or any other trade related terminology should not be seen 

as a recommendation.  The Author may or may not take positions in any of the names mentioned, and is not 

obligated to disclose positions, nor position sizes. 

Content is for informational and educational purposes only. You alone will need to evaluate the merits and risks 
associated with the use of this content. Decisions based on information provided are your sole responsibility, 
and before making any decision on the basis of this information, you should consider (with or without the 
assistance of a financial and/or securities adviser) whether the information is appropriate in light of your 
particular investment needs, objectives and financial circumstances. Investors should seek financial advice 
regarding the suitability of investing in any securities or following any investment strategies. 

No reference to any specific security constitutes a recommendation to buy, sell or hold that security or any other 
security. Nothing constitutes investment advice or offers any opinion with respect to the suitability of any 
security, and the views expressed on this website should not be taken as advice to buy, sell or hold any security. 
In preparing the information contained in this website, we have not taken into account the investment needs, 
objectives and financial circumstances of any particular investor. This information has no regard to the specific 
investment objectives, financial situation and particular needs of any specific recipient of this information and 
investments discussed may not be suitable for all investors. 

 


