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Are We Using the Right Ratios? 

By Luke Eisenhardt 

 Investors attempt to value companies in many 
ways.  We discount cash-flows and dividends, we look 
at a company’s assets and liabilities, or we look at vari-
ous ratios.  Many investors make decisions based off 
various metrics and ratios, but which ones are the 
best?  Value investors spurred on by Benjamin Gra-
ham have made the price to earnings ratio and price to 
book value ratios famous.  The cyclically adjusted price 
to earnings (CAPE) ratio was popularized by Robert 
Shiller at Yale University.  They are definitely popular, 
but how well do they predict future returns for inves-
tors? 
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Dear Reader, 

  

Thank you for choosing the City Avenue Journal! We, the Capital Markets Board of Directors, wanted to bring 

you a premier, student led business journal of Saint Joseph’s University that would not only be informative, but also riv-

eting and simply enjoyable to read. 

 

We have packed The Journal with a ton of valuable articles, written by students for students (and professors too).  
When you read the articles, if you come across any questions, jot them down. We encourage you to send us Tweets 
@CityAve_journal. 

 
If you any additional questions, or are interested in joining, send us an email at cityavejournal@gmail.com. 

 

Now, we invite you to sit back, relax, and enjoy an assortment of fascinating student-produced publications. 

  

Sincerely,  

  

The SJU Capital Markets Club Board of Directors 

  

@CityAve_Journal 

 ek641147@sju.edu 
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Are We Using the Right Ratios? 

By: Luke Eisenhardt 

Continued from the front page 

 This question was the target of 
O’Shaughnessy Asset Management, a 
quantitative investment firm.  They 
tackled this question in their 4th quar-
ter letter to investors in 2018.   They 
tested 3 different ratios using regression 
analysis.  The goal was to determine 
how well these ratios correlate to real 
returns.  They used the statistic correla-
tion of determination (R²) as the key 
performance indicator.  This statistic 
shows how much of an effect an inde-
pendent variable has on a dependent 

variable.  In this case the independent 
variables were the different ratios, and 
the dependent variable was real return. 
 
The gentleman at O’Shaughnessy Asset 
Management found that when compar-
ing price to earnings, cyclically adjusted 
price to earnings, and price to retained 
earnings, price to retained earnings was 
the most accurate ratio to help predict 
future returns.  This price to retained 
earnings ratio takes the price of a com-
pany divided by the sum of its inflation 
adjusted retained earnings it has earned 

 
 
 
 
 
 
 
 
 
 
 
 

over the lifetime of the business.  It is 
very similar to the price to book value 
ratio but avoids turnover and measure-
ment problems associated with valuing 
a company’s assets. ¹  The commonly 
used price to earnings ratio was the 
least accurate out of the three ratios.  
This research also shows that these 
measures are most helpful when at-
tempting to predict returns on a 15 to 
20-year time horizon.  There was little 
to no correlation between the ratios and 
returns on shorter time horizons such 
as 1-3 years.  This research should make 
us think about whether the ratios we 
use to value businesses are as helpful as 
we think they are, and if not, which ones 
could be more helpful.  I hope to see, 
and maybe do, more research on this 
subject in the future. 
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Is Bitcoin Back? 

By: Dan Knerr 

 We’ve all heard about the explo-
sive rise and subsequent crash of 
Bitcoin in 2017-2018.  After all the ex-
citement, Bitcoin looked as dead as ever 
after the crash.  But now, it seems that a 
bottom may be in for Bitcoin following a 
day in early April where its price 
jumped over 20% in less than an hour, 
caused by a massive purchase in the 
market.  Its price has been climbing ev-
er since, and it begs the question, is 
Bitcoin back? 
 From a technical perspective, it 
does look like Bitcoin may indeed be on 
the rise again.  This is because when the 
price reached its yearly low of $3,200, 
the RSI, relative strength index, flashed 
oversold for the first time in many 
years.  The last time this indicator 
flashed oversold, an explosive bullish 
rise occurred.  Ever since RSI flashed 
oversold in December, Bitcoin’s price 
has been steadily rising.  In addition, on 
the day of the massive 25%+ spike in 
the price in early April, price settled 
above its 200-day moving average.  His-

torically, Bitcoin has performed incredi-
bly well exclusively when trading above 
this threshold, and horribly while be-
low.  The final, and maybe most con-
vincing technical indicator that flashed 
bullishly is the “Golden Cross” that oc-
curred a few days ago.  This occurs 
when the 50-day moving average cross-
es above the 200-day moving average.  
This is a definitive indicator of changes 
in trend, and this crossover that oc-
curred in Bitcoin’s prices could bode 
well returns going forward. 
 In addition to the technicals, 
there are some high-profile names gen-
erating positive news.  For one, Daniel 
Schulman, CEO of PayPal, has recently 
stated that he believes everyone should 
be invested in Bitcoin going forward due 
to the chance for massive growth.  He 
claims that nobody should invest more 
than 1% of their portfolio to Bitcoin, as 
there is a chance for it to plummet in 
value.  But that initial 1% holding in a 
portfolio has a real chance of exploding 
to 10% of that same portfolio, which ac-

tually makes the risk to reward ratio 
quite attractive.  1% portfolio downside 
risk to 10% portfolio upside potential is 
an attractive investment proposition for 
many people.    
 In addition, Serena Williams re-
cently made a relatively large cryptocur-
rency investment, which shows that 
mainstream sentiment is getting better.  
If mainstream adoption increases, good 
things will follow for crypto invest-
ments.  If major institutions continue to 
get on board, massive gains could be in 
the works as well.  
 Although many signs point to a 
crypto-revival, it is certainly not a fore-
gone conclusion.  When investing in 
cryptocurrencies, always remember to 
only invest as much as you are willing to 
lose, as these are highly risky invest-
ments.  Also, ensure you buy dips in or-
der to ensure you are getting a low price 
for the high risk you’re taking.  It will be 
interesting to see where cryptocurren-
cies go in the future. 
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Uniting the Classroom and the Workplace 

By: David Dewees 

The Haub School of Business offers a 
valuable resource to its students 
which allows them to work in a pro-
fessional setting in their major field. 
Open to all business majors, the Co-
op Program replaces your summer 
break as an academic semester and 
your fall semester as a work term. 
The Co-op Program provides many 
benefits such as: builds your resume, 
advances your professional skills, 
gives real-world insight to your ma-
jor, pays for your labor, and boosts 
your career. 
 To get started, search for their 
website at https://sites.sju.edu/co-
op/ or visit their table at the activi-
ties fair. From there, you will com-
plete a registration packet and it is 
off to the races. Since employers will 
not hand you a job, you will have to 
earn it by getting involved and secur-
ing a high GPA. Choose activities that 
interest you and participate in them 
as much as possible. If you join a 

club and do not participate, it is bet-
ter you leave it off your resume. 
While a 4.0 GPA is not necessary, it 
would certainly be advantageous. 
 For incoming freshman, it 
would be a good idea to see if it is the 
kind of work you would like to do for 
the rest of your life. Otherwise, you 
may graduate and hate your job. If 
you worry about missing your sum-
mer break, do not worry at all. You 
have plenty of time to relax because 
classes are from Monday to Thursday 
for only two months. 
 For upperclassmen, it is never 
too late to get involved. Co-op posi-
tions are designed for students who 
have little to no work experience. 
Therefore, you are more likely to find 
work related to your studies through 
this program than you would by 
yourself. Post-graduation, employers 
will prefer you to have some work ex-
perience; this program will fill that 
void. 

Dr. Todd Krug, the director of the Co
-op Program, will go above and be-
yond to help you succeed from 
providing guidance to your resume to 
setting up your interviews. By partic-
ipating in the Co-op Program, you 
have a 63% chance of receiving a full-
time job offer with your co-op em-
ployer. Given all these advantages, 
every Haub student should consider 
partaking in it. 
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Will Social Security End in 2035?  

By: Michael Walker  

Recently, there have been 
reports in the media about the 
Social Security program running 
out of money by 2035. The So-
cial Security program provides 
benefits to approximately sixty-
three million people including 
retired workers, their depend-
ents, survivors along with disa-
bled workers, and their depend-
ents. 

While our government is 
currently consumed with the an-
tics of Donald Trump and party 
infighting, our country’s deficit 
is ballooning out of control due 
to the 2017 Republican tax cuts.  
Because of this, one of our gov-
ernment’s largest entitlement 
programs, Social Security, is 
running out of money. Social Se-

curity costs are expected rise 
over the next twenty years as the 
Baby Boom generation retires. 
The fact that Americans are liv-
ing longer due to advances in 
medicine and healthcare is also 
a contributing factor. Today, 
Americans 65 or older are ex-
pected to live longer by more 
than a third from 2019 to 2040. 
This will increase Social Security 
spending from nearly 5% of the 
economy to about 6% in 20 
years. 

Lawmakers have been pro-
crastinating about coming up 
with a solution to this issue be-
cause it may involve unpopular 
policies, such as raising payroll 
taxes or reducing benefits.  
However, if the government 

does not address this issue in a 
timely manner, the Social Secu-
rity administration will only be 
able to pay out three-quarters of 
expected benefits through the 
end of 2093. The U.S. govern-
ment must work together in a 
bipartisan way to protect social 
security benefits for current and 
future retirees.  
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Is the Federally Mandated Minimum Wage Counteractive?  

By: Brett Revinski  

 Raising our country’s minimum 

wage has been a heavily debated topic 

lately. Big businesses seem to have giv-

en up on lobbying against a rising mini-

mum wage.  All within recent weeks we 

have seen some of the largest corpora-

tions’ pivot to feeding the argument for 

increasing the minimum wage. Begin-

ning with McDonald’s saying they will 

no longer lobby against the minimum 

wage, to Amazon announcing they will 

meet the $15 per hour minimum, and 

now Bank of America saying they will be 

setting their minimum at $20 1. Raising 

the minimum wage seems like a reason-

able cause for a billion-dollar company 

to get behind. However, in most cases, 

the minimum wage does not hurt the 

employer; it hurts the employee. Of 

course, a higher minimum seems like an 

excellent idea, but how does it affect our 

economy as a whole and especially how 

does it affect the exact people it is in-

tended to help?  

The concept of a federally mandated 

minimum wage in our current free mar-

ket system has precisely the opposite of 

the intended effect on our economy. 

While we should not be opposed to an 

emphasis on social safety nets, the idea 

of a federally mandated arbitrary mini-

mum wage is outrageous. The minimum 

wage argument is extremely counterac-

tive and feeds into unemployment more 

than it attempts to fix it. For starters, a 

higher minimum wage means lower 

margins. Since labor costs get raised, 

the number of employees companies 

can hire is reduced. Therefore, dimin-

ishes employee opportunity. Additional-

ly, many companies, mainly small busi-

nesses, could be forced out of business 

resulting in even more unemployment. 

One example of the numerous large 

companies that would suffer is White 

Castle. Jamie Richardson, Vice Presi-

dent of this fast-food chain, said that 

the company would be forced to close 

almost half of its stores and let go thou-

sands of workers if the minimum wage 

raised to $15 3. An article by the Federal 

Reserve Bank of Chicago stated that if 

the minimum wage increases, fast-food 

restaurants would pass almost 100% of 

their increased labor costs on to con-

sumers and other industries are likely to 

do the same 2. Consumers will feel the 

effects with raised prices in the market 

due to the decreased margins business’s 

will now need to make up. 
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Is the Federally Mandated Minimum Wage Counteractive?  

By: Brett Revinski  

 Getting a job will become increas-

ingly more challenging with a raised 
minimum wage as well. If a worker can-

not convince an employer to pay the 

minimum wage, then the worker cannot 

receive that job. It sets a minimum on 
the productivity a worker needs to pro-

vide a company for them to get hired, 

and if the minimal production cannot 
be reached, the worker will not be able 

to be hired at the minimum wage. Peo-

ple with the lowest skill levels cannot 
justify higher wages. Not to mention 

that companies will start outsourcing 

more positions to countries with lower 

costs resulting in fewer opportunities 
for American laborers. If not out-

sourced, companies will begin to auto-

mate any process of jobs that they can. 
For example, as of 2020, self-service or-

dering kiosks will be implemented at all 

United States McDonald’s locations. 

Other chains, including fast-casual 
brands like Panera and casual-dining 

brands like Chili's, have already em-

braced this trend. 

 

United States Federally Mandated Mini-

mum Wage Increases dating back to 
19795 (displayed right) 
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Is the Federally Mandated Minimum Wage Counteractive?  

By: Brett Revinski  

 The minimum wage even hurts 

individual motivation. If someone is 
more skilled or works harder than 

someone else, that person deserves 

more compensation. People make ra-

tional decisions. For example, if some-
one accepts an offer of $5 an hour, that 

most likely means they were unable to 

get $6 elsewhere. People will take the 
best job they can get. There is nothing 

wrong with entry-level employment and 

being taught the skills needed to move 
up the employment ladder. Raising the 

minimum wage increases the bar re-

quired to get a job and these opportuni-

ties to learn. Minimum wage cuts off the 
first level of the employment ladder, 

and it is that first lowest paying level 

that provides the skills and experience 
workers need to reach the next level and 

to continue climbing their way to a bet-

ter life. It is better to be employed at a 

model of $5 an hour than to be unem-
ployed at the minimum wage of the 

model $10 an hour.  

More than 90% of countries in the 

world have some minimum wage legis-
lation 4. There are a handful of coun-

tries without a minimum wage can shed 

much light upon the minimum wage ar-

gument here in America. These coun-
tries have abolished the federally man-

dated minimum wage in favor of having 

union-negotiated wages set by the in-
dustry: 

Singapore, Sweden, Iceland, Finland, 

Italy, Norway, Denmark, Switzerland, 
and Austria. These countries are 

amongst the wealthiest and ranked 

highest for personal happiness in the 

world.  
 

In discussing minimum wage, we are 

met with one of the main components in 
economics; there are rarely solutions; 

there are only trade-offs. So those argu-

ing for a much higher minimum wage 

need to acknowledge the trade-offs we 
face when pushing for an entirely arbi-

trary minimum wage created by the 

government. Is a minimum wage the 

best remedy to fix unemployment? 
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Want to contribute? 
  

Do you want to contribute to the City Avenue Journal or the Portfolio Analyst Team, the premier, student led business magazine of the Haub School of Busi-

ness? 

  
Please reach out to ek641147@sju.edu 
  
Email us your name, class (freshman, sophomore, etc), major, and what you’d be interested in contributing. 
  
We encourage submissions from all students including topics such as: 

 Recent business news 

 Prior internship/Co-op experience 

 HSB events 

  

Remember, not only will you get to show off your writing skills, but you will also get to put this on your resume! Trust us, employers will love it! 

 
 
Interested in portfolio management, equity analysis, or investing? 
 
We invite you participate as a stock/sector analyst for the Saint Joseph’s University Hawk Portfolio. The portfolio consists of about 50 stocks spread across 9 
sectors, and currently has a value of approximately $250M. As an analyst, you will be conducting research on your assigned stock/sector. A consolidated report 
of all research and performance will be published on a monthly basis. 
 
Note: Students who take FIN 401 make final investment decisions at the end of each semester.  
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