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EQUITIES
A CCI Foundation for Understanding, Researching and 

Allocating to Businesses

PART I

UNDERSTANDING EQUITIES

The CCI Rosetta Stone Series — translating businesses, capital 
allocation and expectations into a language investors can understand 

and apply.
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Welcome
An equity is more than a ticker symbol moving across a screen.

It is an ownership interest in a business.

Behind every share sits an organisation attempting to combine:

• Capital

• People

• Ideas

• Assets

• Technology

• Distribution

• Customer relationships

to produce something of value.

When that process succeeds, the business may generate cash, reinvest, grow and 
distribute capital to its owners.

When it fails, the equity can lose substantial value—or become worthless.

This makes equity investing both accessible and demanding.

It is accessible because businesses surround us. We use their products, observe their 
customers and encounter their brands every day.

It is demanding because familiarity with a product is not the same as understanding the 
business that produces it.

A wonderful product can sit inside a poor business.

A wonderful business can become a poor investment when purchased at an excessive 
price.

A difficult industry can contain an exceptional company.

An exceptional company can still be damaged by leverage, competition, disruption or poor 
capital allocation.

CCI therefore begins with a governing principle:

When you buy an equity, you are not buying a ticker. You are buying a claim on the 
future economics of a business.

Before allocating capital, we must understand:
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• What the company does

• How it creates value

• Why customers choose it

• How revenue becomes cash

• What capital the business requires

• How management allocates that capital

• What competition can do to future returns

• Where the company and industry sit within their capital cycles

• What expectations are reflected in the share price

• What could permanently impair the ownership claim

Our task is not to find a company we admire and assume its shares must be attractive.

Our task is to connect the business, its economics and the price.

What makes a business valuable—and under what conditions does ownership of 
that business become an attractive investment?

That is the question this foundation is designed to help you answer.
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1. What Is an Equity?

An equity represents an ownership interest in a company.

The word equity reflects the shareholders’ residual claim on the business after its 
obligations are considered.

A company may owe money or value to:

• Employees

• Suppliers

• Lenders

• Bondholders

• Landlords

• Tax authorities

• Pension beneficiaries

• Preferred shareholders

• Other contractual claimants

Equity holders generally stand behind these claims.

If the business succeeds, their upside may be substantial.

If it fails, they may receive little or nothing after obligations are paid.

The Residual Claim
An equity holder participates in the value remaining after the company meets its costs and 
financial obligations.

This creates a return profile different from that of a lender.
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A lender generally expects:

• Interest

• Repayment of principal

• Contractual priority

An equity holder may receive:

• Dividends

• Growth in business value

• A higher share price

• Voting rights

• Proceeds if the business is sold

But none of these outcomes is guaranteed.

The residual claim provides greater potential upside because it accepts greater 
uncertainty.

Common Shares
Common shares typically provide:

• A proportional ownership interest

• Voting rights on certain matters

• Potential dividends

• A residual claim on assets and earnings

Voting rights may include the ability to elect directors or decide upon certain significant 
corporate matters.

The practical influence of an individual shareholder depends on:

• Voting structure

• Ownership concentration

• Share class

• Participation

• Applicable corporate law
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Preferred Shares
Preferred shares can combine characteristics of equity and fixed income.

They may provide:

• Priority over common shareholders for dividends

• Priority over common shareholders during liquidation

• A specified dividend

• Limited or no voting rights

• Conversion, redemption or call provisions

Their precise terms matter.

The word preferred does not mean free from risk.

Because preferred shares may possess contractual income, interest-rate sensitivity and 
priority features, they can require a fixed-income-style framework in addition to equity 
analysis.

Different Share Classes
A company can issue multiple classes of shares with different:

• Voting rights

• Dividend rights

• Conversion rights

• Ownership concentration

• Economic claims

One share may carry the same financial participation as another while possessing far less 
voting influence.

Always examine the rights attached to the security being purchased.
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Public and Private Equity
Public equity trades on an accessible market where prices are generally observable.

Private equity represents ownership in a company whose shares are not broadly traded on 
a public exchange.

Private ownership may involve:

• Limited liquidity

• Less frequent valuation

• Longer holding periods

• Greater information asymmetry

• Different governance rights

• Restrictions on transfer

This foundation focuses primarily on publicly listed equities, while recognising that the 
same business and capital-allocation principles extend into private markets.

The CCI Ownership Principle
A share is a legal instrument. Its investment value depends on the economic claim, 
governance rights and future business value standing behind it.

Understanding the share begins with understanding why the company issued it.
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2. Why Companies Issue Equity

Businesses require capital.

Capital may be needed to:

• Begin operations

• Develop products

• Hire employees

• Acquire equipment

• Build facilities

• Enter new markets

• Purchase another company

• Reduce debt

• Strengthen the balance sheet

• Fund growth

A company can finance these needs through several sources, including:

• Founder capital

• Retained earnings

• Borrowing

• Private investment

• Public equity issuance

Each source carries different costs and obligations.
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Equity Versus Debt
Debt requires repayment according to contractual terms.

Equity generally does not require principal repayment, but it gives investors a continuing 
ownership claim.

For the company, equity can provide permanent capital.

For existing shareholders, issuing new equity can dilute ownership.

The correct financing decision depends on:

• Business stability

• Interest rates

• Cash-flow visibility

• Balance-sheet strength

• Valuation

• Growth opportunity

• The cost of each form of capital

The Primary Market
When a company issues new shares, capital flows from investors to the company.

This is the primary market.

New equity may be issued through:

• An initial public offering

• A secondary offering

• Employee compensation

• Acquisition consideration

• Convertible securities

• Other capital-raising structures

The important questions include:

• Why is the capital being raised?
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• At what valuation?

• How will it be used?

• How much dilution will occur?

• What return might the company earn on the new capital?

Equity issuance can create value when capital is raised at attractive terms and invested 
productively.

It can destroy value when shareholders are diluted to finance poor investments, excessive 
compensation or survival without a credible economic path.

The Secondary Market
Once shares trade among investors, purchases and sales generally occur in the 
secondary market.

The company does not usually receive capital from each transaction.

But the secondary-market price still matters.

It can influence:

• The cost of raising new equity

• Employee compensation

• Acquisition capacity

• Investor confidence

• Index membership

• Access to capital

The share price is therefore both an output of investor expectations and an input into the 
company’s future options.

Equity Capital and the Capital Cycle
High valuations reduce the apparent cost of issuing shares.

This can encourage:

• New listings
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• Acquisitions

• Industry entry

• Business formation

• Expansion

• Speculative investment

Low valuations can produce the opposite response.

The equity market does not merely value businesses.

It helps determine which businesses receive capital and what future competition that 
capital creates.
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3. Why Investors Own Equities

Investors purchase equities to participate in the future economics of businesses.

Potential returns can arise through several channels.

Business Growth
A company may increase:

• Revenue

• Earnings

• Free cash flow

• Assets

• Market share

• Returns on capital

Growth creates value when it produces sufficient economic benefit relative to the capital 
required.

Growth that consumes more value than it creates is not valuable merely because revenue 
is rising.

Dividends
A company may distribute cash to shareholders through dividends.

A dividend can provide:

• Income

• Evidence of cash generation

• Capital-allocation discipline
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• A direct return to owners

A dividend is not automatically attractive.

We must ask:

• Is it supported by free cash flow?

• Is the payout sustainable?

• Is debt being used to fund it?

• Is the company neglecting valuable reinvestment?

• What happens during a downturn?

The quality of the dividend depends on the economics supporting it.

Share Repurchases
A company may repurchase its own shares.

A repurchase can increase each remaining shareholder’s proportional ownership when 
shares are retired.

It creates value when:

• The shares are purchased below a reasonable estimate of value

• The balance sheet remains sound

• Better internal opportunities are unavailable

• The repurchase exceeds dilution from employee compensation

It can destroy value when:

• Shares are repurchased at excessive valuations

• Debt is used imprudently

• Management is attempting to support short-term earnings per share

• The company later issues shares at lower prices

A buyback is a capital-allocation decision.

Its value depends on price and context.
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Valuation Change
An equity may rise because investors become willing to pay a higher valuation for the 
same earnings or cash flow.

This can occur when:

• Growth expectations improve

• Interest rates fall

• Risk perception declines

• Confidence rises

• The business demonstrates greater quality

• Liquidity becomes more supportive

Valuation expansion can contribute significantly to returns.

It can also reverse.

Corporate Activity
Returns may also arise through:

• Acquisitions

• Demergers

• Asset sales

• Restructuring

• Liquidation

• Changes in control

These outcomes may unlock value.

They can also transfer value away from shareholders if terms are poor.
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4. The Equity Shareholder Return Identity

Over time, an equity investor’s return is shaped by:

Growth in per-share business value

+ Cash distributed to shareholders

+ or – Change in valuation

These components are connected, but they should be analysed separately.

Growth in Per-Share Business Value
Per-share business value may be influenced by:

• Revenue growth

• Margins

• Reinvestment

• Returns on capital

• Debt

• Acquisitions

• Share issuance

• Repurchases

A company may become larger while each share captures less value because ownership 
has been diluted or capital has been invested poorly.

The shareholder experiences the per-share outcome.
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Cash Distributed to Shareholders
Capital may reach owners through:

• Dividends

• Special distributions

• Repurchases completed below intrinsic value

• Proceeds from asset sales or liquidation

Distributions must be considered against the opportunities the company gives up by 
returning the capital.

Change in Valuation
Investors may become willing to pay more or less for the same underlying economics.

Valuation can change because of:

• Interest rates

• Risk appetite

• Growth expectations

• Perceived quality

• Liquidity

• Market positioning

• Confidence

A share price can rise while the business deteriorates if valuation expands.

A strong business can produce poor returns if valuation contracts from an excessive 
starting point.

Why Company Growth and Shareholder Return Diverge
A business may report impressive growth while per-share value stagnates because:

• New shares are issued

• Acquisitions earn poor returns
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• Debt increases

• Capital intensity rises

• Margins deteriorate

• Management overpays for growth

A mature business may grow slowly while producing attractive shareholder returns 
through:

• Strong cash generation

• Disciplined distributions

• Sensible repurchases

• A reasonable starting valuation

The company creates the economics. Capital allocation determines how much 
reaches each share. Valuation determines the price paid for that claim.
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5. The Business Economic Engine

A business converts resources into products or services that customers are willing to 
purchase.

The economic engine can be simplified into a sequence:

Customer demand → Revenue → Operating profit → Cash flow → Capital allocation 
→ Per-share value

Every step can strengthen or weaken the investment case.

Customers and Revenue
Revenue begins with a customer choosing to pay.

Ask:

• Who is the customer?

• What problem is being solved?

• Why is the product chosen?

• How frequently does the customer purchase?

• How concentrated is the customer base?

• Is demand recurring or transactional?

• What could cause the customer to leave?

Revenue quality matters as much as revenue growth.
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Pricing Power
Pricing power is the ability to raise prices without causing unacceptable loss of demand.

It may arise from:

• Brand

• Switching costs

• Network effects

• Intellectual property

• Regulation

• Scarcity

• Distribution

• Product importance

• Low customer sensitivity to price

Pricing power can protect margins during inflation.

It is not permanent.

Competitors and customers respond.

Costs and Margins
Revenue must be considered alongside the cost of producing it.

Important costs may include:

• Labour

• Materials

• Distribution

• Technology

• Marketing

• Rent

• Interest

• Regulation
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• Maintenance

Margins reveal how much value remains after costs.

High margins may reflect:

• Strong differentiation

• Pricing power

• Scale

• Intellectual property

• Temporary scarcity

• Underinvestment

• Unsustainable cost deferral

We need to understand why the margin exists and what could compete it away.

Operating Leverage
Some businesses possess substantial fixed costs.

Once those costs are covered, additional revenue can produce a larger increase in profit.

This is operating leverage.

It magnifies improvement during expansion.

It can also magnify deterioration when revenue falls.

Capital Intensity
Some businesses require considerable investment in:

• Factories

• Mines

• Inventory

• Equipment

• Research
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• Stores

• Working capital

• Infrastructure

Others can grow with less incremental capital.

A capital-intensive business is not automatically poor.

It must earn an adequate return on the capital required.

Free Cash Flow
Accounting profit and cash generation are related but different.

Free cash flow broadly considers the cash remaining after the expenditure required to 
sustain or develop the business.

It can be used to:

• Reinvest

• Reduce debt

• Pay dividends

• Repurchase shares

• Make acquisitions

• Build liquidity

A company can report profit while consuming cash.

Cash flow helps us test the economic reality behind reported earnings.

Returns on Capital
CCI asks not only how much a business earns, but what capital was required to produce 
those earnings.

A business creates value when it can invest capital at returns exceeding the appropriate 
cost and risk of that capital.

High returns on capital may attract:

• Competition
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• Investment

• New supply

• Regulatory attention

This is where company economics meet the capital cycle.

The Governing Question
How does the business convert customer demand and invested capital into durable 
cash flow and increasing per-share value for its owners?

If that process cannot be explained, the company is not yet understood.
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6. Quality of Growth

Growth is often treated as automatically valuable.

It is not.

A business can grow revenue rapidly while:

• Losing money

• Diluting shareholders

• Increasing leverage

• Accepting poor customers

• Underpricing its product

• Acquiring revenue expensively

• Destroying returns on capital

CCI therefore distinguishes growth from value-creating growth.

Organic and Acquired Growth
Organic growth comes from the existing business through:

• Volume

• Pricing

• New products

• New customers

• Geographic expansion

• Greater customer spending

Acquired growth comes through purchasing another business.

Acquisitions can create value when:
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• The price is disciplined

• Strategic logic is sound

• Integration succeeds

• Synergies are real

• The balance sheet remains resilient

They can destroy value when management pursues size, prestige or short-term earnings 
rather than shareholder returns.

Profitable and Subsidised Growth
Growth may be supported by:

• Genuine customer value

• Introductory pricing

• Heavy marketing

• Investor subsidies

• Credit

• Unsustainable incentives

Subsidised growth can be rational while building scale.

The investment case must explain when and how the economics become self-sustaining.

Per-Share Growth
Company growth does not automatically equal shareholder growth.

If the company issues substantial new shares, the business may become larger while each 
existing share participates in a smaller portion of it.

CCI therefore examines growth:

• In total

• Per share

• After dilution
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The owner experiences the per-share outcome.

Growth Duration
A high-growth business may deserve a higher valuation when growth can persist and 
generate attractive returns on capital.

The critical questions are:

• How large is the remaining opportunity?

• What prevents competition?

• What capital is required?

• How long can returns remain attractive?

• What does the current price already assume?

The longer the market expects exceptional growth to persist, the greater the damage if the 
duration is overestimated.

Incremental Returns and the Reinvestment Runway
A company may possess excellent historical returns while facing fewer attractive 
opportunities ahead.

Another may report modest current returns while investing in opportunities capable of 
improving future economics.

CCI therefore asks:

• How much capital can be reinvested?

• At what incremental return?

• For how long?

• What evidence shows the return is being realised?

• What happens when the runway shortens?

• Can the business redeploy capital elsewhere without lowering its standards?

The combination of a high incremental return and a long reinvestment runway can create 
exceptional compounding.

The combination rarely persists without attracting competition.
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Historical returns describe what the business achieved.

Incremental returns help us assess what future investment may produce.

Unit Economics
For early-stage, subscription, platform and transaction-based businesses, aggregate 
profitability may not yet reveal whether the underlying model is viable.

Where relevant, CCI examines:

• Customer-acquisition cost

• Customer lifetime value

• Retention

• Churn

• Gross margin

• Contribution margin

• Payback period

• Cost to serve

Attractive unit economics do not guarantee company-level profitability.

Corporate overhead, competition and continued investment still matter.

Weak unit economics rarely improve simply because the company becomes larger.

The CCI Growth Principle
Growth creates shareholder value only when the return earned on the capital 
required exceeds the value consumed in producing it.
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7. Business Archetypes

Not every company should be analysed using the same economic or valuation framework.

Classification helps us identify which evidence matters most.

A company can possess characteristics of more than one archetype.

The purpose is not to force every business into a rigid category.

It is to prevent one analytical method from being applied indiscriminately.

Compounders
Compounders can reinvest capital at attractive rates for extended periods.

Research should focus on:

• Incremental returns

• Reinvestment runway

• Competitive advantage

• Growth duration

• Management discipline

• Valuation

The danger is paying a price that assumes exceptional compounding will continue 
indefinitely.

Cyclical Businesses
Cyclical earnings are influenced strongly by:

• Economic activity

• Industry capacity
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• Commodity prices

• Inventory

• Credit

• Capital expenditure

Research should focus on:

• Normalised earnings

• Balance-sheet resilience

• Cost position

• Industry discipline

• Capital-cycle stage

Peak earnings can make a cyclical company appear deceptively inexpensive.

Asset-Intensive Businesses
These businesses require substantial investment in physical or financial assets.

Research should focus on:

• Maintenance capital

• Replacement cost

• Utilisation

• Asset quality

• Funding

• Returns through the cycle

• Supply lead times

Accounting depreciation may not equal the true economic cost of maintaining capacity.
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Financial Businesses
Banks, insurers and other financial companies allocate balance-sheet capital.

Research should focus on:

• Asset quality

• Funding

• Liquidity

• Credit risk

• Reserves

• Capital adequacy

• Leverage

• Underwriting

• Regulatory constraints

Traditional industrial-company measures may not transfer neatly to financial institutions.

Platforms and Networks
Platforms may connect:

• Buyers and sellers

• Users and developers

• Advertisers and audiences

• Merchants and customers

Research should focus on:

• Network effects

• Engagement

• Switching costs

• Monetisation

• Governance

• Competition
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• Value capture

Growth in users does not automatically create value if monetisation is weak or participation 
is heavily subsidised.

Income Businesses
Income-oriented businesses may prioritise:

• Stable cash generation

• Distributions

• Capital preservation

• Predictable reinvestment

Research should focus on:

• Cash-flow durability

• Payout sustainability

• Debt

• Inflation sensitivity

• Capital requirements

Turnarounds and Special Situations
The thesis may depend on:

• Restructuring

• Balance-sheet repair

• Management change

• Asset sale

• Demerger

• Industry consolidation

• A specific catalyst
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Research should define the event, dependencies, time horizon and downside if the 
expected change does not occur.

A catalyst is not required for every long-term investment.

It is essential when the thesis itself depends on one.

Early-Stage Growth Companies
These companies may possess:

• Rapid growth

• Limited current profit

• Large investment requirements

• High uncertainty

• Significant dilution risk

Research should focus on:

• Unit economics

• Cash runway

• Funding dependence

• Competitive response

• The path to self-funded economics

• Per-share outcomes

The CCI Classification Principle
Classify the business before choosing the valuation framework.
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8. Competitive Advantage and Industry 
Structure

A company does not operate alone.

Its future returns depend partly on the industry surrounding it.

Sources of Competitive Advantage
Advantages may arise from:

• Cost leadership

• Brand

• Network effects

• Switching costs

• Intellectual property

• Scale

• Distribution

• Regulation

• Data

• Customer relationships

• Operational excellence

• Scarce assets

An advantage is valuable only while it affects economic outcomes.

It should produce some combination of:

• Pricing power

• Customer retention
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• Lower costs

• Higher returns on capital

• Durable cash flow

• Protection from competition

Competition Responds
High returns attract competitors.

They may respond through:

• Lower prices

• Better products

• New capacity

• Marketing

• Innovation

• Alternative distribution

• Regulatory challenge

The relevant question is not whether a company possesses an advantage today.

It is whether the advantage can survive the response its success attracts.

Industry Structure
Industry economics may depend on:

• Number of competitors

• Barriers to entry

• Customer power

• Supplier power

• Substitutes

• Regulation

Capital Cycle Intelligence  of 36 135 Equities



• Capital intensity

• Capacity discipline

• Industry growth

A mediocre company in an excellent industry may earn attractive returns.

An excellent operator in a structurally hostile industry may struggle to do so.

Disruption
Disruption can:

• Change customer expectations

• Lower barriers to entry

• Alter distribution

• Reduce costs

• Create substitutes

• Make existing assets obsolete

Incumbents may possess resources to respond.

They may also be constrained by legacy assets, culture or incentives.

The CCI Competitive Question
What prevents customers, competitors or suppliers from claiming the economics 
currently enjoyed by the company?

That question helps us distinguish current profitability from durable profitability.
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9. Financial Statements: The Language of 
the Business

Financial statements organise information about a company’s economic activity and 
financial position.

They are indispensable.

They are also incomplete representations of reality.

CCI uses them as evidence—not as a substitute for understanding the business.

The Income Statement
The income statement reports performance over a period.

It generally includes:

• Revenue

• Costs

• Operating profit

• Interest

• Tax

• Net income

• Earnings per share

It helps us assess:

• Growth

• Margins

• Profitability

• Cost trends
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• Earnings attributable to shareholders

Reported earnings can be affected by accounting judgements, non-cash items and 
unusual events.

The Balance Sheet
The balance sheet reports what the company owns and owes at a point in time.

It includes:

• Assets

• Liabilities

• Shareholders’ equity

It helps us assess:

• Liquidity

• Debt

• Working capital

• Asset quality

• Financial resilience

• Claims ahead of shareholders

A profitable company can still fail if its obligations cannot be met when due.

Important claims may include:

• Borrowings

• Lease liabilities

• Pension obligations

• Preferred securities

• Guarantees

• Other contractual commitments
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The Cash-Flow Statement
The cash-flow statement records cash moving through:

• Operating activities

• Investing activities

• Financing activities

It helps us understand:

• Whether earnings become cash

• How much the business reinvests

• How debt and equity are used

• Whether distributions are funded sustainably

• Where cash is being consumed

The Statement of Shareholders’ Equity
This statement helps explain changes in the shareholders’ claim through:

• Retained earnings

• Dividends

• Share issuance

• Repurchases

• Employee compensation

• Other adjustments

It is particularly useful for understanding dilution.

The Notes Matter
Important information can sit within the notes, including:

• Accounting policies

• Debt terms
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• Lease obligations

• Share-based compensation

• Pension commitments

• Legal contingencies

• Segment reporting

• Related-party transactions

The headline statements rarely tell the whole story.

Management’s Discussion
Management commentary can help explain:

• Results

• Risks

• Liquidity

• Capital requirements

• Changes in the business

• Management’s priorities

It should be read critically.

Language can become more promotional when conditions deteriorate.

Accounting Is a Model
Financial reporting applies rules and estimates to economic reality.

Judgement may be required for:

• Revenue recognition

• Asset values

• Provisions

• Useful lives
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• Credit losses

• Acquisitions

• Intangible assets

The numbers are essential.

They still require interpretation.

The CCI Financial-Statement Principle
Use the accounts to understand the business—and the business to test whether the 
accounts make economic sense.
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10. Ownership, Governance and 
Management

Shareholders own the company.

They generally delegate oversight to a board of directors.

The board appoints and supervises management.

In principle, this structure should align decision-making with the long-term interests of 
owners.

In practice, incentives and control can diverge.

The Board
The board may be responsible for:

• Selecting leadership

• Overseeing strategy

• Monitoring risk

• Approving major capital decisions

• Setting executive compensation

• Protecting shareholder interests

Ask:

• Is the board independent?

• Does it possess relevant expertise?

• Does it challenge management?

• How has it responded to failure?

• Are directors meaningfully invested?
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Management
Management converts strategy into action.

CCI assesses:

• Competence

• Integrity

• Candour

• Capital allocation

• Operational execution

• Treatment of shareholders

• Response to adversity

• Incentive structure

A charismatic leader is not automatically an effective steward of capital.

Incentives
Compensation influences behaviour.

Ask whether management is rewarded for:

• Revenue

• Earnings

• Earnings per share

• Free cash flow

• Returns on capital

• Share price

• Strategic milestones

Each measure can be manipulated or pursued at the expense of another.

The best incentives encourage long-term per-share value creation without rewarding size 
or short-term optics alone.
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Controlling Shareholders
A founder, family, government or institution may possess significant control.

Concentrated ownership can support:

• Long-term thinking

• Strategic consistency

• Strong accountability

It can also create:

• Weak minority protections

• Related-party transactions

• Entrenchment

• Unequal voting rights

• Capital allocation serving the controller

Control must be evaluated through behaviour and governance.

Capital Allocation
Management decides whether cash should be:

• Reinvested

• Used to reduce debt

• Distributed as dividends

• Used for repurchases

• Spent on acquisitions

• Retained

These decisions can matter as much as the operating business.

A strong business can become a poor investment when management repeatedly 
misallocates its cash.
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The Stewardship Question
Does management behave like a responsible steward of each shareholder’s 
proportional ownership—or merely as the operator of a larger corporate empire?

The answer is revealed over time through decisions rather than presentations.
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11. Equity Market Structure and 
Participants

A company and its shares are related, but they are not the same thing.

The company produces goods or services.

The equity market prices the ownership claim.

Market Participants
Participants may include:

• Individual investors

• Mutual funds

• Pension funds

• Index funds

• Hedge funds

• Insurance companies

• Market makers

• Company insiders

• Governments

• Algorithmic traders

They possess different:

• Time horizons

• Mandates

• Information

• Constraints
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• Incentives

The same share price therefore reflects the actions of participants answering different 
questions.

Price Discovery
Prices change as buyers and sellers update their willingness to transact.

A share price may respond to:

• Business results

• Economic data

• Interest rates

• Industry developments

• Positioning

• Fund flows

• Index changes

• Forced buying or selling

• Expectations

Price is evidence.

It is not a complete explanation of value.

Market Capitalisation
Market capitalisation is the share price multiplied by the relevant number of shares.

It represents the market value of the company’s equity.

It is not the same as:

• Enterprise value

• Accounting equity

• Revenue

• Cash
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• The value of the entire business before debt and other financial claims

The appropriate measure depends on the question being asked.

Free Float
Not all issued shares may be readily available for trading.

Founders, governments, parent companies or strategic holders may own large stakes.

A small free float can affect:

• Liquidity

• Volatility

• Index weighting

• Price sensitivity

• Ownership concentration

Indexes and Passive Capital
Indexes group companies according to defined rules.

Index funds seek to track those rules.

This can create flows based on:

• Market capitalisation

• Inclusion

• Exclusion

• Rebalancing

• Investor contributions or withdrawals

Index membership does not establish that a company is attractively valued.

It can influence who is required to own it.
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Short Selling and Derivatives
Some investors express negative views or hedge risk through:

• Short selling

• Options

• Futures

• Other derivatives

These instruments can influence:

• Positioning

• Volatility

• Liquidity

• Forced buying or selling

They also introduce leverage, expiry and path dependency.

Execution
The method of buying or selling shares can affect the price received.

Market orders prioritise execution.

Limit orders prioritise a specified price but may not execute.

Execution matters particularly where:

• Liquidity is limited

• Spreads are wide

• Volatility is high

• Position size is significant

The CCI Market Principle
The business creates economic value. The market continuously changes the price 
at which that value can be owned.
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A complete equity thesis must understand both.

Transition to Part II
You now understand the ownership claim, the business economic engine and the 
mechanisms through which value may reach each share.

But understanding the business in isolation is not enough.

Every company operates within:

• An industry capital cycle

• A changing economic regime

• A competitive system

• A market of expectations

• A valuation that already assumes some version of the future

Part II therefore asks:

How does CCI determine whether strong business economics can endure—and 
whether the share price offers an attractive claim upon them?
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PART II
HOW CCI INTERPRETS EQUITIES
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12. Equities and the Capital Cycle

The capital cycle sits at the heart of how CCI interprets equities.

High returns attract capital.

Capital increases:

• Investment

• Capacity

• Competition

• Acquisitions

• Equity issuance

• New company formation

As supply and competition increase, the returns that originally attracted capital can begin 
to weaken.

Poor returns eventually produce the opposite response:

• Investment declines

• Capacity closes

• Competitors exit

• Management becomes more disciplined

• Capital is returned rather than expanded

• Surviving businesses gain market share

Where viable demand remains, these conditions can establish the foundations for 
recovery.

The Industry Capital Cycle
Every company operates within an industry whose economics are shaped by capital 
entering and leaving.

Ask:
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• Are industry returns attractive?

• Is capital expenditure rising?

• Are new competitors entering?

• Is capacity expanding?

• Are acquisitions increasing?

• Is financing easy to obtain?

• Are management teams prioritising growth or discipline?

• What future supply is current profitability creating?

A company can report exceptional current earnings while its industry is building the 
capacity that will weaken them.

The present financial result may be strong precisely because the future supply response 
has not yet arrived.

Capital Scarcity
Capital scarcity may follow:

• Years of poor returns

• Bankruptcies

• Reduced investment

• Industry consolidation

• Closed capacity

• Negative sentiment

• Restricted financing

This can create an attractive environment for strong survivors where demand remains 
viable.

They may possess:

• Less competition

• Better pricing

• Greater market share

• Lower costs
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• Stronger discipline

The industry may still appear unattractive while its future economics begin improving.

Recovery
During recovery:

• Demand stabilises

• Capacity remains constrained

• Margins improve

• Cash flow strengthens

• Balance sheets repair

• Investor expectations remain cautious

This can be a particularly favourable stage when returns improve before capital responds 
aggressively.

Expansion
Attractive returns encourage:

• New investment

• Greater leverage

• Higher valuations

• Industry entry

• Equity issuance

• Acquisitions

Some expansion is productive and necessary.

The danger emerges when the cost and quantity of capital become disconnected from 
sustainable future returns.
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Excess
Signs of excess can include:

• Projects approved using optimistic assumptions

• Expensive acquisitions

• Weak underwriting

• Large increases in capacity

• Aggressive hiring

• Declining returns on incremental capital

• Equity issuance by low-quality participants

• Investor tolerance for distant profitability

• Management rewarded primarily for growth

Reported profits may remain strong while future economics deteriorate.

Contraction
When demand disappoints or new supply arrives:

• Margins compress

• Earnings fall

• Debt becomes harder to service

• Capital expenditure is cut

• Acquisitions slow

• Weaker competitors fail

• Valuations decline

Leverage can transform an ordinary cyclical decline into permanent shareholder loss.

Renewal
Renewal begins as:

• Excess capacity is removed
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• Balance sheets are repaired

• Management becomes disciplined

• Expectations fall

• New investment declines

• Strong companies consolidate their positions

Not every company survives.

Not every survivor deserves to recover.

The investment opportunity depends on viable demand, balance-sheet resilience and the 
price paid.

Company and Industry Cycles Can Differ
An exceptional company may:

• Gain share during contraction

• Invest while competitors retreat

• Acquire assets cheaply

• Strengthen customer relationships

• Emerge with better economics

A weak company may fail despite an improving industry.

CCI therefore studies both:

• The industry capital cycle

• The company’s position within it

The Central Equity Question
What is today’s profitability encouraging this company and its competitors to build
—and what will that do to tomorrow’s returns?
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13. Management Capital Allocation

A company’s operations produce capital.

Management determines what happens next.

Those decisions can compound value or destroy it.

Reinvestment
Management may reinvest in:

• Existing operations

• New products

• New markets

• Research

• Distribution

• Capacity

• Technology

• Working capital

Reinvestment creates value when the expected return exceeds an appropriate cost of 
capital and compensates for the risk.

Growth for its own sake is not enough.

The Reinvestment Hierarchy
Before allocating capital, management should compare:

• Internal investment opportunities

• Balance-sheet requirements
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• Acquisitions

• Debt reduction

• Repurchases

• Dividends

• Retained liquidity

The correct choice changes with:

• Opportunity

• Valuation

• Financial conditions

• Business maturity

• Capital-cycle position

A decision that was rational during contraction may be inappropriate during excess.

Incremental Returns
Historical returns show what existing capital produced.

Incremental returns show what the next unit of capital may produce.

CCI asks:

• What is the expected incremental return?

• How long will the opportunity remain available?

• What evidence confirms the return?

• Is the company lowering standards to sustain growth?

• Is competition reducing the opportunity?

A long reinvestment runway is valuable only when the returns remain attractive.

Debt Reduction
Reducing debt may:
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• Lower financial risk

• Reduce interest expense

• Improve resilience

• Increase future flexibility

Debt reduction can be particularly valuable when:

• Leverage is high

• Credit conditions are tightening

• Earnings are cyclical

• Refinancing risk is material

Dividends
Dividends return capital directly to shareholders.

They may be appropriate when:

• Cash flow is durable

• Reinvestment opportunities are limited

• The balance sheet is sound

• Management wishes to impose discipline

A dividend should not be maintained merely to protect appearances if the underlying 
economics cannot support it.

Share Repurchases
Repurchases create value when shares are acquired below a reasonable estimate of 
intrinsic value and the company retains sufficient financial strength.

They destroy value when management overpays.

Ask:

• At what valuation were shares purchased?

• How were repurchases financed?
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• Did the share count actually decline?

• Were employee share awards offsetting the repurchase?

• What alternative use of the capital was available?

Acquisitions
Acquisitions can provide:

• New capabilities

• Market access

• Scale

• Distribution

• Intellectual property

• Cost advantages

They can also create:

• Overpayment

• Integration failure

• Excess debt

• Cultural damage

• Accounting complexity

• Management distraction

The larger the acquisition, the more carefully its strategic and financial assumptions should 
be tested.

Retained Cash
Holding cash can provide:

• Resilience

• Optionality

• Acquisition capacity
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• Protection during downturns

Excess cash can also:

• Lower returns on capital

• Encourage poor acquisitions

• Reflect an absence of productive opportunities

Capital Allocation as Evidence
Management presentations describe priorities.

Capital-allocation decisions reveal them.

CCI examines:

• Where money was spent

• The return produced

• What was promised beforehand

• How management responded afterward

• Whether mistakes were acknowledged

• Whether incentives rewarded the outcome

The CCI Capital-Allocation Test
Would a rational long-term owner choose to allocate each additional unit of capital 
in the same way?

If not, company growth may be weakening shareholder value.
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14. Liquidity, Growth and Credit 
Sensitivities

Equities sit at the intersection of financial markets and the real economy.

They can be influenced by all Three Pillars.

The sensitivity differs across companies, sectors and stages of development.

Liquidity
Liquidity can affect equities through:

• Financing costs

• Investor risk appetite

• Valuations

• Market participation

• Equity issuance

• Acquisition activity

• The relative attractiveness of cash and bonds

Improving liquidity may support valuation before company earnings improve.

Deteriorating liquidity may pressure share prices despite strong reported results.

Companies dependent on regular external financing are particularly sensitive.
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Growth
Growth can influence:

• Revenue

• Volumes

• Pricing

• Employment

• Investment

• Credit quality

• Customer demand

The relationship depends on the business.

A cyclical company may respond strongly to economic acceleration.

A defensive company may possess more stable demand.

A structural-growth company may depend less on the broad economy but remain sensitive 
to valuation and liquidity.

Credit
Credit affects both companies and their customers.

It can influence:

• Interest expense

• Refinancing

• Capital expenditure

• Acquisitions

• Inventory

• Customer purchasing power

• Property and asset values

• Default risk

A company can be operationally sound while becoming financially vulnerable if credit 
disappears before its debt matures.
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Equity Duration
Some companies derive a greater proportion of their estimated value from cash flows 
expected far into the future.

These businesses may be more sensitive to changes in:

• Interest rates

• Discount rates

• Liquidity

• Long-term growth expectations

A company with substantial current cash flow may possess a different sensitivity from one 
whose investment case depends on distant profitability.

Equity duration is not determined by a simple label such as growth or value.

It depends on the timing, certainty and reinvestment of the expected cash flows.

Pillar Sensitivities Are Unequal
Ask:

• Which pillar matters most?

• Through which channel?

• Over what time horizon?

• Is the relationship direct or indirect?

• What happens if the pillars diverge?

For example:

• A bank may be highly sensitive to credit quality and funding conditions.

• A miner may depend on global growth and commodity scarcity.

• A software company may be sensitive to liquidity and discount rates.

• A retailer may depend on household income and consumer credit.

• A utility may have stable demand but substantial financing needs.
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The Dominant Driver Can Change
A company may trade on long-term growth during stable conditions and refinancing risk 
during a credit contraction.

A cyclical business may trade on reported earnings near the peak and inventory reduction 
during the downturn.

CCI therefore asks:

Which characteristic is the market pricing most heavily now—and what could cause 
the dominant driver to change?
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15. Equities Across Market Regimes

Regimes create environments, not automatic investment instructions.

The same regime can produce very different outcomes across sectors and companies.

Improving Liquidity
Improving liquidity may support:

• Higher valuations

• Growth equities

• Smaller companies

• Highly financed industries

• New equity issuance

• Merger activity

It can also finance poor businesses and capital-cycle excess.

Accelerating Growth
Accelerating growth may support:

• Cyclical companies

• Financials

• Industrial businesses

• Consumer discretionary demand

• Commodity producers

• Operationally leveraged companies
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But strong growth can also:

• Increase input costs

• Create inflation

• Tighten policy

• Attract competition

• Encourage excessive investment

Slowing Growth and Disinflation
This environment may favour:

• Defensive earnings

• High-quality balance sheets

• Certain long-duration businesses if discount rates fall

• Companies with recurring revenue

The outcome depends on whether the slowdown remains orderly.

Inflation and Supply Constraint
Potential beneficiaries may include:

• Businesses with pricing power

• Commodity producers

• Owners of scarce assets

• Companies with low capital requirements

Potentially vulnerable companies include those with:

• Fixed-price contracts

• Weak pricing power

• High input costs

• Long-duration cash flows
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• Large refinancing needs

Credit Contraction
Credit contraction may expose:

• Leveraged companies

• Weak balance sheets

• Cyclical businesses

• Companies requiring external capital

• Customers dependent on borrowing

Operational quality becomes secondary when financial survival is uncertain.

Recovery
Early recovery may favour:

• Cyclical survivors

• Companies with operating leverage

• Businesses gaining share

• Industries emerging from underinvestment

• Companies whose expectations remain depressed

The strongest businesses may not produce the strongest short-term share-price response.

The market may initially favour those most exposed to the change.

The Initiating Shock Matters
A slowdown caused by inventory adjustment differs from one caused by banking stress.

Inflation caused by strong demand differs from inflation caused by a supply disruption.

CCI asks:
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What created the regime, through which channel will it affect the business and what 
has the share price already anticipated?
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16. Quality of Earnings and Cash Flow

Reported earnings are an analytical starting point.

CCI asks whether those earnings reflect durable economic reality.

Revenue Quality
Examine whether revenue is:

• Recurring or transactional

• Diversified or concentrated

• Organic or acquired

• Cash-generative or dependent on financing

• Supported by real demand or temporary incentives

Rapid growth can conceal weak customer retention or deteriorating economics.

Customer concentration can create fragility when a small number of buyers account for a 
large proportion of revenue.

Margin Quality
Margins may improve because of:

• Pricing power

• Scale

• Productivity

• Product mix

• Temporary cost reductions

• Underinvestment
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• Accounting classification

We need to understand whether the improvement can persist.

Cash Conversion
Ask:

• Do earnings become operating cash flow?

• Is working capital absorbing cash?

• Are customers paying?

• Are inventories rising?

• Are costs being capitalised?

• What capital expenditure is required?

Persistent gaps between profit and cash deserve investigation.

Maintenance and Growth Investment
Capital expenditure may be required to:

• Maintain current operations

• Replace worn assets

• Meet regulation

• Expand capacity

• Develop new products

Management may describe most investment as discretionary growth.

The business may require more simply to maintain its competitive position.
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Share-Based Compensation
Share-based compensation is a real cost to shareholders when it dilutes ownership.

Ask:

• How much is being issued?

• Is the share count increasing?

• Are repurchases merely offsetting employee awards?

• Does reported free cash flow ignore a material economic cost?

Adjusted Earnings
Companies may present adjusted measures excluding selected costs.

Some adjustments can improve understanding.

Repeatedly excluding recurring expenses can create a misleading picture.

CCI compares:

• Reported results

• Adjusted results

• Cash flow

• Share-count changes

• The economic purpose of each adjustment

Acquisitions and Intangibles
Acquisitions can introduce:

• Goodwill

• Intangible assets

• Restructuring costs

• Integration adjustments

• Contingent consideration
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These items require interpretation.

An accounting charge can be non-cash in the present while revealing that real capital was 
previously overpaid.

Working Capital
Changes in:

• Receivables

• Inventory

• Payables

• Customer deposits

can reveal shifts in demand, bargaining power or financial stress.

Supplier Dependence
A company may rely heavily on:

• One supplier

• A particular geography

• Scarce components

• A manufacturing partner

• Critical infrastructure

Strong reported economics may conceal a fragile supply chain.

The Earnings-Quality Question
How much of the reported profit is repeatable, cash-generative and attributable to 
each share after the capital required to sustain it?
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17. Equity Valuation

Valuation connects the business to the return available to the shareholder.

A strong company can become a poor investment when the price assumes too much.

A difficult business can produce an attractive return when expectations become 
excessively pessimistic and the economics improve.

No single method values every company.

CCI uses several complementary approaches.

Equity Value and Enterprise Value
Equity value represents the market value attributable to common shareholders.

Enterprise value seeks to consider the value of the operating business across its major 
capital providers.

A bridge from enterprise value to common-equity value may need to consider:

• Debt

• Cash

• Pension obligations

• Lease liabilities

• Preferred securities

• Minority interests

• Other financial claims

A valuable operating business does not automatically create equally valuable common 
equity.

Equity holders receive the residual after claims ahead of them are considered.

When substantial financial claims exist, a relatively small change in enterprise value can 
produce a much larger percentage change in equity value.
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This is financial leverage operating through valuation.

Earnings Multiples
Price-to-earnings compares the share price or equity value with earnings.

It can be useful when earnings are:

• Positive

• Representative

• Reasonably stable

• Attributable to shareholders

It can mislead when:

• Earnings are cyclical

• Leverage differs

• Accounting adjustments are significant

• Current margins are unsustainable

• Growth requires heavy reinvestment

Cash-Flow Multiples
Cash-flow measures can help connect valuation to cash generation.

The relevant definition must be clear.

Operating cash flow, free cash flow to the firm and free cash flow to equity answer different 
questions.

Enterprise Multiples
Enterprise value can be compared with:

• Revenue

• Operating earnings
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• Other operating measures

These approaches can help compare companies with different debt levels.

They do not eliminate the need to understand capital expenditure, taxation, working capital 
and accounting quality.

Dividend Valuation
Dividend approaches may suit businesses with:

• Durable distributions

• Stable economics

• Limited reinvestment needs

• Predictable payout policies

A high dividend yield can indicate value—or distress.

Asset-Based Valuation
Asset-based approaches may be relevant for:

• Property companies

• Financial institutions

• Investment companies

• Resource businesses

• Companies facing liquidation or restructuring

Book value is an accounting measure.

Its investment relevance depends on the quality and realisable value of the assets and 
liabilities.

Discounted Cash Flow
A discounted cash-flow valuation estimates the present value of future cash.
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It requires assumptions about:

• Growth

• Margins

• Reinvestment

• Taxes

• Risk

• Discount rates

• Terminal economics

Small changes in distant assumptions can create large valuation changes.

The apparent precision of the model should never exceed the reliability of its inputs.

Sum-of-the-Parts
A company containing distinct businesses may be assessed by valuing each component 
separately.

This can reveal hidden value.

It can also exaggerate value if:

• Corporate costs are ignored

• Tax is underestimated

• Debt is allocated incorrectly

• The assets cannot be separated

• Optimistic valuations are applied to every segment

Cyclical Normalisation
Cyclical companies should not be valued solely using peak or trough earnings.

CCI seeks a reasonable estimate of earnings and returns through the cycle.

Low price-to-earnings ratios near peak profitability can be deceptive.

High multiples near trough earnings can conceal improving value.
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Reverse Valuation
Rather than beginning with a target value, CCI asks:

What future must occur to justify today’s price?

A reverse valuation can reveal the assumptions embedded in:

• Growth

• Margins

• Market share

• Returns on capital

• Duration

• Terminal value

This shifts the discussion from false precision to expectations.

Relative Valuation
Comparisons with peers can be useful.

But an entire industry can be overvalued or undervalued simultaneously.

Differences in quality, leverage and growth must be respected.

Scenario Analysis
CCI examines several plausible outcomes.

These may include:

• Upside

• Central

• Downside

• Permanent-impairment scenarios

The purpose is not to assign false certainty to each probability.

It is to understand:
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• What drives the range

• Which assumptions matter most

• Whether the prospective reward justifies the downside

• How much position size the uncertainty permits

The Margin for Error
No valuation is exact.

CCI seeks a price that allows for:

• Forecasting error

• Cyclical change

• Competition

• Unexpected events

• Management mistakes

• Changes in required returns

The margin for error should reflect the uncertainty of the business.

The CCI Valuation Principle
Valuation is not the search for one correct number. It is the discipline of 
understanding what the price requires and whether the prospective return justifies 
the uncertainty.
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18. Expectations and the Variant View

Equity prices respond not only to company performance, but to the difference between 
performance and what investors expected.

A company can report excellent results and fall because expectations were higher.

A company can report weak results and rise because conditions were less poor than 
anticipated.

This is why accurate business analysis can still produce an incorrect investment 
conclusion if the expected outcome was already reflected in the price.

Consensus Expectations
Market expectations may be expressed through:

• Analyst forecasts

• Company guidance

• Valuation

• Investor positioning

• Industry narratives

• Options markets

• Recent share-price behaviour

No single source reveals the complete consensus.

Together, they help us understand what the market appears to believe.
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Estimate Revisions
Changes in forecasts can reveal:

• Improving or deteriorating demand

• Margin changes

• New information

• Greater or lower confidence

• A turning capital cycle

Estimate revisions may influence price before the final reported result.

They can also lag changes already visible in the business.

The Variant View
A variant view is an interpretation meaningfully different from the prevailing expectation.

CCI asks:

• What does the market currently expect?

• Which assumptions appear widely accepted?

• Where are estimates moving?

• What evidence could surprise the market?

• How is our interpretation different?

• Why might the market be wrong?

• What would show that the market is right and we are wrong?

A view is not valuable merely because it is different.

It must be different for a reason and supported by evidence.

Catalysts
A catalyst is an event or development that may cause the market to reconsider its 
expectations.
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It may include:

• Earnings improvement

• Industry recovery

• Product launch

• Capital return

• Asset sale

• Management change

• Debt reduction

• Regulatory development

A catalyst is not required for every long-term investment.

It is essential when the thesis depends on a particular event occurring within a defined 
period.

Expectations and Time Horizon
The market may focus on the next quarter while the thesis concerns the next five years.

The market can also be correct to focus on the near term when the balance sheet cannot 
survive long enough for the long-term opportunity to matter.

Time-horizon differences create opportunity only when the investor can withstand the path.

The CCI Expectations Principle
The opportunity lies not only in what the company will do, but in how that outcome 
differs from what the price already assumes.
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19. Risk, Failure Modes and Permanent 
Impairment

Equity risk extends beyond daily price volatility.

The central question is whether the company’s ability to create value for each share can 
be permanently weakened.

Business Risk
The company may face:

• Falling demand

• Customer loss

• Competition

• Margin compression

• Product failure

• Obsolescence

• Operational disruption

Customer concentration can turn the loss of one relationship into a material impairment.

Financial Risk
Financial risk may arise from:

• Excessive debt

• Floating interest rates

• Refinancing requirements
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• Weak liquidity

• Covenant breaches

• Pension obligations

• Lease liabilities

• Off-balance-sheet commitments

A strong business can become a poor equity when financial claims consume the value 
before it reaches shareholders.

Capital-Allocation Risk
Management may destroy value through:

• Overpriced acquisitions

• Excessive expansion

• Repurchases at inflated prices

• Poor diversification

• Unproductive projects

• Inappropriate dividends

• Excess cash accumulation

Governance Risk
Risks may include:

• Entrenched management

• Weak boards

• Unequal voting structures

• Related-party transactions

• Poor minority protections

• Misaligned incentives

• Unreliable disclosure
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Dilution Risk
Shareholders may be diluted through:

• Capital raising

• Employee compensation

• Convertible securities

• Acquisition issuance

• Emergency financing

New shares may create value if capital is raised and invested productively.

Dilution becomes harmful when the value created is less than the ownership surrendered.

Regulatory and Political Risk
Changes can affect:

• Market access

• Pricing

• Taxation

• Labour

• Product approval

• Licensing

• Ownership

• Competition

• Environmental obligations

Accounting and Disclosure Risk
Reported results may fail to reflect the full economics because of:

• Aggressive estimates

• Revenue recognition
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• Capitalised costs

• Hidden obligations

• Repeated adjustments

• Weak internal controls

• Fraud

Industry and Capital-Cycle Risk
A company may execute well while industry economics deteriorate through:

• New supply

• Price competition

• Substitution

• Excess capacity

• Capital inflows

Valuation Risk
A company can meet its operating expectations while the share price falls because the 
starting valuation required even more.

Key-Person and Succession Risk
A company may depend heavily on:

• A founder

• Chief executive

• Technical leader

• Customer relationship

• Capital allocator

Research should consider whether the institution can endure beyond the individual.
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Supplier and Concentration Risk
A company may depend on:

• One supplier

• One customer

• One product

• One geography

• One distribution channel

• One technology provider

Concentration can create efficiency during normal conditions and fragility when the 
dependency fails.

Foreign and Currency Risk
International companies may face:

• Currency translation

• Political intervention

• Capital controls

• Different legal systems

• Accounting differences

• Cross-border tax

• Supply-chain exposure

Liquidity and Market-Structure Risk
A thinly traded equity may become difficult to exit without affecting price.

Apparent liquidity can disappear during stress.
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The Permanent-Impairment Test
Ask:

Could this development permanently weaken the company’s competitive position, 
balance sheet, per-share economics or ability to allocate capital productively?

If yes, the issue may represent more than volatility.

It may invalidate the thesis.
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20. The CCI View of Equities

CCI approaches equities as ownership interests in adaptive businesses operating within 
competitive capital cycles.

Our institutional view rests on several principles.

1. A Share Is Ownership, Not a Ticker
The analysis begins with the business and ends with the price available to the owner.

2. Business Quality and Investment Quality Are 
Different
A wonderful business can become a poor investment at an excessive price.

A difficult business can offer an attractive investment when expectations and capital-cycle 
conditions become sufficiently favourable.

3. Per-Share Value Matters
Company growth should be judged after:

• Dilution

• Debt

• Reinvestment

• Acquisitions

• Capital distributions

The shareholder owns a proportion of the business, not the headline growth rate.
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4. Returns on Incremental Capital Matter
Historical returns reveal what the business achieved.

Future compounding depends on how much capital can still be reinvested and the returns 
that new capital can earn.

5. Competitive Advantage Must Survive the Response to 
Success
High returns attract competition, regulation and capital.

A durable advantage remains economically meaningful after others attempt to challenge it.

6. Management Is a Capital Allocator
Operational competence is not enough.

Management must determine how each unit of cash can be used most productively.

7. The Balance Sheet Is Part of the Thesis
Leverage can strengthen returns during favourable conditions and destroy equity value 
during contraction.

Financial resilience creates optionality.

8. Cash Flow Tests Earnings
Accounting profit is necessary evidence.

Cash generation, reinvestment and changes in per-share ownership reveal whether the 
economics reach shareholders.
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9. The Industry Capital Cycle Shapes Future Returns
Current profitability attracts the investment and competition that can weaken it.

Poor industry returns can create future scarcity where viable demand remains.

10. Business Archetype Determines Analytical Method
A bank, miner, software platform and consumer company should not be forced into one 
valuation framework.

Classification comes before valuation.

11. Regime Context Matters but Does Not Replace 
Company Research
Liquidity, Growth and Credit influence the environment.

They do not make every company in a favoured sector attractive.

12. Valuation Is Part of Risk
Risk is not only what can go wrong with the company.

It is also what the price already assumes will go right.

13. Expectations Determine the Surprise
Company performance must be compared with the future already embedded in the price.

14. Governance and Incentives Matter
Shareholders depend on boards and management to protect and compound their 
ownership claim.
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15. Price Is Evidence, Not Value
Price can lead fundamentals, reflect expectations or become distorted by flows and 
behaviour.

The disagreement between price and thesis should be investigated.

16. Long-Term Ownership Still Requires Review
Long term does not mean permanent regardless of evidence.

A position must continue to deserve capital.

17. Humility Is Essential
Businesses, industries and competitive advantages change.

A durable process must allow the investor to change as well.

Transition to Part III
You now understand how CCI interprets a company within:

• Its industry capital cycle

• The prevailing regime

• Its financial statements

• Its valuation

• The market’s expectations

• The risks capable of impairing each share

The final task is to convert that understanding into a repeatable research and portfolio 
process.

Part III therefore asks:

How should a member investigate an individual company, determine whether an 
opportunity exists and decide whether the equity deserves capital?
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PART III
RESEARCHING AND APPLYING 

EQUITIES
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21. Potential Portfolio Roles

Equities should not enter a portfolio simply because shares have historically formed part of 
conventional investment portfolios.

The role must connect to Question Zero:

What is this capital required to do?

The appropriate equity exposure depends on:

• Objective

• Time horizon

• Income needs

• Liquidity needs

• Risk capacity

• Risk tolerance

• Existing exposures

• The consequences of permanent loss

No company is entitled to a portfolio position.

It must earn one through its business economics, valuation and fit with the mandate.

Long-Term Growth
Equities can provide participation in:

• Economic growth

• Productivity

• Innovation

• Business expansion
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• Reinvestment

• Compounding

A growth role should be supported by:

• A large or durable opportunity

• Attractive returns on incremental capital

• A long reinvestment runway

• Competitive advantage

• Financial resilience

• Sensible valuation

Growth in the company does not guarantee growth in per-share value.

Income
Dividend-paying equities may provide income.

The income should be assessed through:

• Cash-flow coverage

• Balance-sheet strength

• Payout ratio

• Reinvestment needs

• Cyclicality

• Management policy

• Inflation sensitivity

A high dividend yield may indicate opportunity.

It may also signal that the market expects the dividend to be reduced.

Defensive Exposure
Some businesses possess relatively stable demand, recurring revenue or resilient balance 
sheets.
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They may provide defensive characteristics during economic weakness.

Defensive does not mean risk-free.

A defensive business purchased at an excessive valuation may still produce poor returns.

Cyclical Exposure
Cyclical equities may provide exposure to:

• Economic recovery

• Capital scarcity

• Rising utilisation

• Improving commodity prices

• Expanding credit

• Operating leverage

Their strongest reported earnings can appear near the point at which future returns are 
becoming less attractive.

Cyclical analysis must look beyond current profit.

Inflation Sensitivity
Equities may offer some inflation sensitivity when businesses possess:

• Pricing power

• Low capital requirements

• Short-duration contracts

• Scarce assets

• Revenue linked to nominal activity

• The ability to pass through higher costs

Businesses with weak pricing power, high input costs or large financing needs may face 
the opposite outcome.

No equity provides perfect protection against every form of inflation.
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Quality and Resilience
High-quality companies may offer:

• Strong balance sheets

• Recurring cash flow

• Durable competitive positions

• Disciplined capital allocation

• Greater ability to invest during downturns

Quality can reduce certain business risks.

It does not remove valuation risk.

Special Situations
Some equities may be held for a specific event or change, including:

• Restructuring

• Demerger

• Asset sale

• Management change

• Industry consolidation

• Balance-sheet repair

• Capital return

The thesis should define:

• The expected catalyst

• The time horizon

• Dependencies

• Downside if the event does not occur

• What evidence would invalidate the view

A catalyst is not required for every long-term investment.

It is essential when the thesis itself depends on one.
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Diversification
Equities can provide exposure across:

• Industries

• Geographies

• Currencies

• Business models

• Customer groups

• Capital cycles

Different company names do not automatically create diversification.

Several holdings may depend on the same:

• Liquidity environment

• Economic regime

• Commodity

• Customer

• Technology

• Interest rate

• Currency

• Narrative

CCI seeks diversification across economic drivers rather than labels.

Direct Shares and Funds
Equity exposure can be obtained through:

• Individual shares

• Index funds

• Actively managed funds

• Sector funds

• Thematic funds
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• Listed investment vehicles

Each method creates different:

• Diversification

• Fees

• Governance

• Concentration

• Tracking

• Tax

• Research requirements

A fund reduces the need to select every company individually.

It does not eliminate the need to understand what the fund owns and how it is constructed.

Portfolio Sizing
Position size should consider:

• Quality of understanding

• Business risk

• Balance-sheet risk

• Valuation

• Liquidity

• Cyclicality

• Downside

• Correlation

• Time horizon

• The consequences of being wrong

CCI considers:

• Capital weight: How much money is allocated

• Risk contribution: How much potential loss and instability the position introduces
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A small, highly leveraged company may contribute more portfolio risk than a larger 
allocation to a financially resilient business.

A Portfolio Role Is a Testable Hypothesis
If an equity is held for growth, are returns on incremental capital remaining attractive?

If it is held for income, is the dividend still supported by cash flow?

If it is held defensively, are the business and valuation behaving as the thesis expected?

If it is held for capital-cycle recovery, is discipline creating better economics?

An equity earns its portfolio role through its underlying economics—not through 
the label attached to it.
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22. The CCI Equity Research Hierarchy

CCI researches equities through a deliberate hierarchy:

System → Regime → Industry → Company → Valuation → Portfolio

Each layer answers a different question.

System
What broad financial and economic forces are shaping the environment?

Regime
How are Liquidity, Growth and Credit interacting?

Industry
Where is capital entering or leaving?

What is happening to:

• Capacity

• Competition

• Pricing

• Returns

• Supply

• Demand
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Company
How does the business create value?

What distinguishes it from competitors?

Can it survive and exploit the industry environment?

Valuation
What expectations are reflected in the price?

Does the prospective return compensate for uncertainty?

Portfolio
What role would the position perform?

What existing risks would it duplicate?

How much capital should the uncertainty allow us to own?

The hierarchy is not intended to make research rigid.

It prevents us from examining the company without understanding the world in which it 
operates.
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23. How CCI Researches an Equity

Step One — Define the Ownership Claim
Ask:

• Which legal entity am I buying?

• Which share class?

• What voting and economic rights apply?

• Are there controlling shareholders?

• What claims rank ahead of the equity?

• Are there debt, lease, pension or preferred claims?

• Is the exposure direct or held through a fund or derivative?

Step Two — Classify the Business
Determine whether the company is primarily:

• A compounder

• A cyclical

• An asset-intensive business

• A financial institution

• A platform or network

• An income business

• A turnaround or special situation

• An early-stage growth company

A company may combine several archetypes.
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Classification helps determine which evidence and valuation methods deserve the greatest 
weight.

Step Three — Understand the Business
Ask:

• What does the company sell?

• Who are its customers?

• Why do they buy?

• How does the company make money?

• What are the principal costs?

• Which assets and capabilities are required?

• What could cause customers to leave?

A business should be explainable in plain language before its valuation becomes relevant.

Step Four — Map the Economic Engine
Trace:

Customer demand → Revenue → Margins → Cash flow → Reinvestment → Per-
share value

Identify where the process is strongest and where it could break.

Step Five — Understand the Industry
Ask:

• How large is the market?

• Is it growing or contracting?

• Who are the competitors?

• What barriers to entry exist?
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• How powerful are customers and suppliers?

• What substitutes exist?

• What role does regulation play?

Step Six — Examine Competitive Advantage
Ask:

• Why are returns above or below average?

• What protects those returns?

• Can competitors reproduce the offering?

• Are switching costs genuine?

• Does scale strengthen the company?

• How might technology alter the advantage?

• What response is the company’s success attracting?

Step Seven — Locate the Capital Cycle
Ask:

• Is capital entering or leaving the industry?

• Is capacity expanding?

• Are returns attracting competitors?

• Are acquisitions becoming expensive?

• Is industry discipline strengthening?

• Is underinvestment creating scarcity?

• Where does the company sit relative to its competitors?
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Step Eight — Evaluate Growth and Incremental 
Economics
Ask:

• Is growth organic or acquired?

• What capital is required?

• What incremental return is being earned?

• How long is the reinvestment runway?

• Is growth occurring per share?

• Are unit economics attractive where relevant?

• Does scale improve or weaken the economics?

Step Nine — Read the Financial Statements
Examine:

• Income statement

• Balance sheet

• Cash-flow statement

• Statement of shareholders’ equity

• Notes

• Segment reporting

• Management discussion

Look for consistency among:

• Earnings

• Cash flow

• Balance-sheet changes

• Share count

• Management’s narrative
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Step Ten — Assess Earnings Quality
Ask:

• Is revenue recurring?

• Do earnings convert to cash?

• What working capital is required?

• What expenditure maintains the business?

• Which adjustments recur?

• Is share-based compensation material?

• Are acquisitions obscuring organic performance?

• Are margins sustainable?

• Are customer or supplier concentrations material?

Step Eleven — Evaluate the Balance Sheet
Ask:

• How much debt exists?

• When does it mature?

• Is interest fixed or variable?

• Can the company meet its obligations?

• What liquidity is available?

• What lease, pension or off-balance-sheet commitments exist?

• Can the company survive a severe but plausible downturn?

Balance-sheet resilience can determine whether shareholders retain the time required for 
the thesis to develop.
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Step Twelve — Evaluate Management and Governance
Ask:

• Is management competent and candid?

• How has capital been allocated?

• Are incentives aligned with per-share value?

• Does the board provide effective oversight?

• How are minority shareholders treated?

• What has management done during adversity?

• Is succession being developed?

Step Thirteen — Understand the Three-Pillar 
Sensitivities
Ask:

• How does liquidity affect valuation and financing?

• How does growth affect revenue and margins?

• How does credit affect the company and its customers?

• Which pillar is dominant?

• What happens if the pillars diverge?

• How long-duration are the expected cash flows?

Step Fourteen — Identify the Source of Opportunity
Ask:

• What does the market misunderstand?

• Which change is not fully reflected?

• Is the business higher quality than perceived?

• Is the capital cycle improving?
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• Are expectations excessively pessimistic?

• Is management changing?

• Is the valuation compensating for temporary difficulty?

• Is the market applying the wrong time horizon?

The opportunity needs a credible source.

Step Fifteen — Define the Variant View
Ask:

• What does the market currently expect?

• Where are analyst estimates moving?

• Which assumptions appear widely accepted?

• How does our interpretation differ?

• What evidence supports that difference?

• What would show that consensus is right and we are wrong?

• Does the thesis require a catalyst?

A different view is useful only when it is supported by stronger reasoning or evidence.

Step Sixteen — Value the Equity
Select methods appropriate to the business.

Consider:

• Earnings

• Cash flow

• Assets

• Dividends

• Enterprise value

• Sum-of-the-parts
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• Cyclical normalisation

• Discounted cash flow

• Reverse valuation

• Relative valuation

• Scenario analysis

Avoid using more precision than the business allows.

Step Seventeen — Identify Risks and Invalidation
Ask:

• What are the principal failure modes?

• What could permanently impair per-share value?

• Which assumptions are most vulnerable?

• What evidence would invalidate the thesis?

• Could the company, equity and investor survive the path?

Step Eighteen — Apply the CCI Decision Framework
Return to:

• Question Zero

• Ownership

• Thesis

• Regime

• Capital cycle

• Valuation

• Asymmetry

• Position size

• Portfolio fit

Capital Cycle Intelligence  of 111 135 Equities



• Execution

• Monitoring

• Exit conditions

Research becomes investment only after the complete decision process has been 
followed.
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24. Sources of Equity Research Evidence

CCI places greater weight on evidence closest to the company’s economics.

Company Filings
Depending on the jurisdiction, public filings may include:

• Annual reports

• Periodic financial reports

• Material-event disclosures

• Proxy or governance statements

• Ownership disclosures

• Capital-raising documents

These are primary sources.

They should generally be read before summaries or commentary.

Financial Statements and Notes
These reveal:

• Business performance

• Financial position

• Cash movement

• Ownership changes

• Accounting judgements

• Commitments
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• Segment economics

The notes can contain information more important than the headline numbers.

Management Communications
These may include:

• Earnings calls

• Investor presentations

• Shareholder letters

• Strategy updates

• Capital-markets presentations

They help explain management’s reasoning.

They should be compared with actual decisions and outcomes.

Historical Promises and Outcomes
CCI compares:

• Previous guidance

• Capital-allocation plans

• Acquisition assumptions

• Margin targets

• Growth objectives

• Stated risks

with what subsequently occurred.

This helps assess:

• Candour

• Forecasting discipline

• Execution
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• Accountability

• Management learning

Competitor Evidence
Competitors can reveal:

• Industry demand

• Pricing

• Capacity

• Customer behaviour

• Technology

• Capital allocation

A company’s claims become more useful when tested against the wider industry.

Customer and Supplier Evidence
Research may consider:

• Customer concentration

• Retention

• Product reviews

• Distribution

• Supplier dependence

• Industry surveys

• Channel inventory

The objective is not to collect anecdotes.

It is to test the company’s reported economics against observable behaviour.
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Regulatory and Industry Data
This may help assess:

• Market size

• Volumes

• Pricing

• Capacity

• Employment

• Licensing

• Industry structure

Analyst Expectations
Analyst estimates and market consensus may help reveal:

• Expected growth

• Margin assumptions

• Earnings revisions

• Valuation narratives

• Potential surprise

Consensus is evidence of expectations.

It is not evidence that the expectation is correct.

Market Evidence
Price, volume, short interest, ownership and positioning can help explain market 
behaviour.

They do not replace business analysis.
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The CCI Evidence Principle
Begin with the company’s disclosures, test them against cash flow and industry 
evidence, then use market evidence to understand expectations.
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25. The Member’s Equity Research 
Checklist

Mandate
• What is this capital required to do?

• What is the time horizon?

• What are my risk capacity, risk tolerance and risk requirement?

• Can I withstand permanent loss of the position?

Ownership
• Which company and share class am I buying?

• What voting and economic rights apply?

• Who controls the company?

• What debt, lease, pension, preferred or other claims rank ahead of me?

• Am I buying directly or through another vehicle?

Business Classification
• Which business archetype applies?

• Which economic and valuation measures best suit it?

• Does the company combine several archetypes?
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Business
• What does the company sell?

• Who is the customer?

• Why do customers choose it?

• How does revenue become cash?

• What capital does the business require?

Industry
• What is the industry structure?

• Is demand growing or contracting?

• What barriers to entry exist?

• How powerful are competitors, customers and suppliers?

• What substitutes exist?

Competitive Advantage
• Why does the company earn its current returns?

• What protects those returns?

• Is the advantage strengthening or weakening?

• What response is success attracting?

Capital Cycle
• Is capital entering or leaving?

• Is capacity expanding?

• Are acquisitions and new listings increasing?

• Is industry discipline improving?
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• Is scarcity or excess emerging?

Growth and Reinvestment
• Is growth organic or acquired?

• What capital is required?

• Are incremental returns attractive?

• How long is the reinvestment runway?

• Is growth occurring per share?

• What happens when the runway shortens?

Unit Economics
Where relevant:

• What does it cost to acquire a customer?

• What value does the customer generate?

• What are retention and churn?

• What is the contribution margin?

• How long is the payback period?

• Can the economics scale?

Financial Statements
• Are revenue and earnings growing?

• Do earnings convert to cash?

• What does the balance sheet reveal?

• What is changing in shareholders’ equity?

• What important information sits in the notes?
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Earnings Quality
• Are adjustments genuinely unusual?

• Is working capital consuming cash?

• Is share-based compensation material?

• What maintenance investment is required?

• Are acquisitions obscuring organic economics?

• Are customer and supplier concentrations material?

Balance Sheet
• How much debt exists?

• When does it mature?

• Can interest and principal be serviced?

• What liquidity is available?

• What lease, pension and other commitments exist?

• Can the company survive an adverse cycle?

Management and Governance
• Is management candid?

• How has capital been allocated?

• Are incentives aligned with per-share value?

• Does the board provide effective oversight?

• Are minority shareholders treated fairly?

• Is succession risk understood?

• How did previous promises compare with outcomes?
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Regime
• Which aspects of Liquidity, Growth and Credit matter?

• What is the dominant driver?

• How could a regime change affect revenue, margins, financing and valuation?

• How sensitive is the equity to changes in discount rates?

Expectations
• What does the market currently expect?

• Where are estimates moving?

• Which assumptions appear widely accepted?

• What is our variant view?

• What evidence could surprise the market?

• Does the thesis require a catalyst?

Valuation
• Which valuation methods suit the business?

• How does enterprise value translate into common-equity value?

• What expectations are reflected in the price?

• Are current earnings normal?

• What assumptions drive value?

• What range of scenarios is plausible?

• What margin for error exists?
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Thesis
• Why does the opportunity exist?

• What does the market misunderstand?

• What must occur for value to be realised?

• Over what time horizon?

Risk
• What could permanently impair the business?

• What could damage the balance sheet?

• What dependencies or concentrations matter?

• What would invalidate the thesis?

• Can the business, equity and investor survive the path?

Portfolio
• What role would the equity perform?

• Which existing risks would it duplicate?

• What position size reflects the uncertainty?

• How much portfolio risk would it contribute?

• How will it be monitored and governed?

If these questions cannot yet be answered, the research is not complete.
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26. Common Equity-Investing Mistakes

Buying a Ticker Instead of a Business
Price movement is not a substitute for understanding the ownership claim.

Loving the Product Without Understanding the 
Economics
A popular product can exist within a poor business.

Confusing a Great Business With a Great Investment
The price paid determines the prospective return.

Applying the Wrong Business Framework
A bank, miner, compounder and early-stage growth company require different analytical 
methods.

Treating Revenue Growth as Value Creation
Growth can consume value when it requires excessive capital or dilution.

Ignoring Incremental Returns
Excellent historical returns do not guarantee that future reinvestment will remain attractive.
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Ignoring Unit Economics
Rapid growth can conceal an unviable customer or transaction model.

Ignoring Per-Share Outcomes
The company can grow while existing shareholders are diluted.

Extrapolating Peak Earnings
Cyclical profitability can appear safest immediately before it weakens.

Applying One Multiple to Every Business
Valuation must reflect the company’s economics, leverage, quality and cycle.

Treating a Low Multiple as Proof of Value
A low valuation may correctly anticipate decline, financial stress or permanent impairment.

Treating a High Multiple as Proof of Overvaluation
Exceptional businesses can justify higher valuations when growth, returns and durability 
support them.

The assumptions still need to be tested.

Ignoring the Enterprise-to-Equity Bridge
Debt and other financial claims can absorb much of the operating value before it reaches 
common shareholders.
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Ignoring Expectations
A company can perform well and still disappoint when the price assumed an even better 
outcome.

Being Different Without a Reason
A variant view must be supported by evidence.

Contrarianism alone is not an investment advantage.

Ignoring the Balance Sheet
A correct long-term thesis can fail for shareholders if debt removes the company’s ability to 
wait.

Accepting Adjusted Earnings Without Investigation
Repeatedly excluded costs may be genuine operating expenses.

Treating Share-Based Compensation as Free
It transfers part of the ownership claim.

Assuming Buybacks Always Create Value
Repurchases create value only when price, financing and alternatives make them rational.

Confusing Acquired Growth With Organic Strength
An acquisition can increase reported revenue while weakening returns on capital.
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Following Management’s Narrative Without Testing It
Capital allocation, cash flow and outcomes deserve more weight than presentations.

Diversifying by Company Name
Different holdings may depend on the same regime, customer, technology or source of 
capital.

Using the Macro View as the Entire Thesis
A supportive regime cannot repair poor economics or excessive valuation.

Refusing to Sell a Successful Company
Business quality does not make valuation irrelevant.

Selling Solely Because the Price Fell
A lower price may represent greater opportunity, permanent impairment or neither.

The thesis must be reviewed.

Allowing Long Term to Mean Never Reassess
Long-term ownership still requires evidence, valuation discipline and governance.
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27. Key Principles to Retain

1. An equity is an ownership claim.

Begin with the business, not the ticker.

2. Shareholders are residual claimants.

Their upside is substantial because their claim accepts uncertainty and sits behind other 
obligations.

3. Business quality and investment quality are different.

Price connects the two.

4. Shareholder return has three principal components.

Per-share business growth, cash distributions and valuation change should be analysed 
separately.

5. Classify the business before valuing it.

Different business archetypes require different frameworks.

6. Revenue growth is not enough.

Growth must produce attractive returns on the capital required.
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7. Incremental returns shape future compounding.

Historical quality matters less when the reinvestment runway is ending.

8. Per-share value matters.

Dilution, debt and capital allocation determine how business success reaches each owner.

9. Competitive advantage must survive competition.

Current profitability is not necessarily durable profitability.

10. The capital cycle shapes future returns.

High returns attract the capital that can weaken them.

11. Management is a capital allocator.

Operations produce capital; management determines whether it compounds.

12. The balance sheet determines survival.

A company must retain the time required for the thesis to develop.

13. Cash flow tests earnings.

Reported profit should be connected to economic cash generation.

14. Accounting is essential but incomplete.

Use the accounts to understand the business and the business to test the accounts.
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15. The Three Pillars provide context.

They do not replace company research.

16. Valuation is part of risk.

The price reveals how much must go right.

17. Enterprise value and equity value are different.

Financial claims ahead of shareholders can magnify both opportunity and loss.

18. Expectations determine the surprise.

Performance matters relative to what the price already assumes.

19. A low multiple is not automatically cheap.

Earnings quality, cyclicality and durability matter.

20. Governance and incentives matter.

Shareholders depend on others to steward their ownership claim.

21. Portfolio roles are hypotheses.

They must be supported by the company’s actual economics.

22. Price is evidence, not value.

Disagreement between price and thesis should be investigated.
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23. Long-term ownership still requires review.

Every position must continue to deserve capital.

24. Process and outcome are different.

A sound decision can have an adverse result, and a poor decision can temporarily 
succeed.

25. Humility is essential.

Businesses, industries and competitive advantages change.
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28. A Principle to Carry Forward

You now possess the foundation required to begin researching individual equities.

You understand:

• What an equity represents

• Why companies issue shares

• How shareholders can earn returns

• How businesses convert customer demand into cash

• Why per-share value matters

• Why growth must be judged against the capital required

• How incremental returns and the reinvestment runway influence compounding

• Why different business archetypes require different frameworks

• How competitive advantage and industry structure influence returns

• How financial statements describe the business

• Why governance and management matter

• How the equity capital cycle creates scarcity, expansion and excess

• How Liquidity, Growth and Credit shape the environment

• How earnings quality should be tested

• Which valuation frameworks may apply

• Why expectations and the variant view matter

• What can create permanent impairment

• How equities may—or may not—fit within a portfolio

• How CCI researches a company

The next stage is not to select the company with the most familiar brand, strongest recent 
share-price performance or most persuasive management presentation.
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It is to select an individual business and apply the framework in full.

Before opening any individual Equity Deep Dive, ask:

What type of business am I analysing, where does it sit within its industry capital 
cycle and what evidence would demonstrate durable growth in per-share value?

Then ask:

• What does the company sell?

• Why do customers choose it?

• What protects its economics?

• How does it allocate capital?

• What does the balance sheet allow?

• What future does the current price require?

• How does our view differ from the market’s?

• What could permanently impair the ownership claim?

Each company requires its own thesis.

Each thesis requires its own evidence.

Each allocation must return to Question Zero.

This creates the complete CCI pathway:

The Investment Framework establishes the universal CCI method.

The Equities Foundation translates that method into business ownership.

The Deep Dive applies it to a specific company.

The CCI Decision Framework determines whether that equity deserves a place 
within the portfolio.

You are now ready to begin individual equity research.
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CONTINUE TO EQUITY RESEARCH

Equity Deep Dives Published at the Time of This 
Foundation

TESLA

NVIDIA

BYD

Forthcoming

MICROSOFT

Deep Dive availability depends on membership level.

Practitioner Members receive access to the current and preceding two eligible reports 
through their rolling research entitlement.

Professional Members receive access to the complete historical Deep Dive Research 
Archive, including reports surfaced through their respective Asset-Class pages.

Please refer to the CCI Intelligence Centre for the current research library and the access 
available under your membership.

Selected Foundational References
• Investor.gov: Stocks

• Investor.gov: Public Companies and Disclosures

• SEC: Beginners’ Guide to Financial Statements

• FASB: The Conceptual Framework

• Investor.gov: Shareholder Voting and Corporate Governance

• SEC: Limit Orders
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https://www.sec.gov/about/reports-publications/investorpubsbegfinstmtguide
https://fasb.org/the-conceptual-framework
https://www.investor.gov/glossary-term-categories/shareholder-voting
https://www.sec.gov/answers/limit.htm


Educational Disclaimer

This document has been prepared by Capital Cycle Intelligence for general educational 
and informational purposes only.

It does not constitute personal financial advice, investment advice, legal advice, tax 
advice, a recommendation, an offer or a solicitation to buy, sell or hold any equity, security, 
fund, derivative or other financial product.

The material reflects a general investment framework and does not take into account your 
individual objectives, financial circumstances, needs, knowledge, experience or tolerance 
for risk. Before making an investment decision, you should conduct your own research and 
consider seeking advice from appropriately qualified financial, legal and tax professionals.

Equity investing involves risk. Share prices can rise or fall, dividends can be reduced or 
discontinued, and companies can experience financial distress or failure. You may lose 
some or all of the capital invested.

Past performance is not a reliable indicator of future results. Historical relationships, 
market cycles, company performance and analytical frameworks may not repeat and 
cannot guarantee any particular outcome.

Financial statements and company disclosures contain estimates, judgements and 
assumptions and may not reflect every factor relevant to an investment decision. 
Regulatory, accounting and tax treatment varies among companies, securities and 
jurisdictions and may change without notice.

Although reasonable care has been taken in preparing this material, Capital Cycle 
Intelligence does not guarantee that all information, interpretations or conclusions are 
complete, accurate or current. Businesses, industries, markets and economic conditions 
can change rapidly.

Any examples referred to are provided solely to illustrate the concepts discussed. They 
should not be interpreted as investment recommendations or indications that any company 
or equity will produce a particular result.

You remain responsible for your own investment decisions.
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