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TWST: Would you start by telling us about Magnet 

Investment Group and the Magnet Stock Selection Process? 

Mr. Kimmel: When I was eight years old, I became  

fascinated with the stock market as a magical place where 

anyone could take their money and buy a part of a great 

idea and end up with a lot more money.  Way back then, I 

took the little amount of money I had and bought some 

shares of Heinz because they made ketchup which I thought 

was a great idea because it was tasty on my burgers and I 

thought others would like it too. Over the years, I spent a 

lot of time as a child, during my entire formal education, 

and during my career process working on the question of how 

to find the stocks of the companies with the good ideas.  
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This quest became the basis for developing Magnet Theory.  

Magnet Theory   is based on the reality of the bell curve 

of nature that there are only a limited number of 

superlatives, or “exceptionals”.  I loved baseball as a kid 

and came to the realization, over many years, that there 

were not very many .400 hitters and that none of them 

played for the Yankees.  Eventually what became Magnet 

Theory was quantified into the Magnet Stock Selection 

Process.  While in college I began to buy stocks personally 

and for my family members using the Magnet Stock Selection 

Process and it worked great. The Magnet Investment Group 

became an extension of something I have actually been 

working on continuously for over 30 years now which has 

resulted in some very exciting developments for us. 

TWST: Tell us exactly how the process develops and 

what you are looking for. 

Mr. Kimmel: It is common sense in a world where there 

can only be a few superlatives of  any group, whether we 

are talking about baseball players, architects, violinists 

or public companies. Graduate school was the first time I 

first laid my eyes on the mathematical Bell Curve — it hit 

me like a ton of bricks. It struck me, from my “baseball 

fan” point of view as quite a transformational idea, 

because throughout Wall Street, there is a tendency to 
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revert to the mean or to the benchmark versus an index. 

With Magnet, we have figured out a detailed quantitative 

methodology of blending value, growth and momentum to find 

the outliners of the Bell Curve. The outliners fall on both 

the positive side and on the negative side. I have recently 

created a word that highlights what they are — the 

exceptionators. They are the  companies whose performance 

,for better or for worse, places them outside the bell 

curve of mediocrity.  

       Exceptionators are also found on the negative side,   

of the Bell Curve. We are quantitatively shorting those 

companies and reallocating capital from the negative 

companies to the superlatives. So it is a mathematical way 

of identifying them. If there were a way to identify those 

outliners, why would anybody buy the full list? In the past  

20 years in this country investors have been focused on 

this process of asset allocation and diversification, which 

does not harness the growth of the free market. It only 

allocates capital to  mediocrity and creates, at best, 

historical market rates of return. 

TWST: I know that you feel that many companies easily 

manipulate or engineer their earnings figures, like top-

line revenue growth. 
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Mr. Kimmel: We were one of the early proponents of 

identifying other measurements. Wall Street continues to 

remain focused on bottom-line earnings, but this is the 

most engineered financial statistic. What interests us are 

those companies, usually leaders and very innovative 

companies, that are experiencing rapid revenue growth. 

Their margins are also accelerating, and they create free 

cash flow.  Free cash flow is the remarkable gift that is 

created for society by the efficiency of free market 

allocation of capital. Free cash flow encourages the good 

ideas, constructive human endeavor, collaborative 

management practices and ethical business practices that 

expands hiring and brings employment, benefits to employees 

and their families, and community involvement that benefits 

society.  

When we started applying Magnet Theory through the 

Magnet Stock Selection Model over 20 years ago, we were one 

of the first proponents of utilizing Internet information 

access to facilitate screening for companies and blending 

value, growth and momentum. The Internet era of the 

information age has accelerated the velocity of change in 

the world, and we were lucky to be out in front. We are 

seeing more and more people beginning to follow our model 

of looking beyond just the reported earnings. What is very 
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important here is that when you can identify superlative  

companies and direct the allocation to the capital to these 

exceptional companies that maximize the efficiency of the 

capital they receive, instead of simply saying, “Let’s not 

concern ourselves with maximizing the efficiency of the 

capital we are allocating by having to identify 

superlatives.  Asset allocation theories of maximizing 

diversification rather than efficiency dictate that we need 

to have 20% in health care, 20% in technology and 20% in 

utilities, and so on…….” The capital efficiency emphasis of 

Magnet Theory is quantified through the  Magnet Stock 

Selection Process leading to the identification of  the 

superlatives, those companies that are doing good for the 

world by doing well in business. 

TWST: Your process is very different from traditional 

Wall Street analysis. Is there still a lot of resistance to 

what you do? 

Mr. Kimmel: Interestingly, there were more results, 

and returns have taken care of the naysayers. While there 

was a certain resistance, when you can identify the true 

factors that make a great company and make a great 

investment, the world gets drawn to you. So it started with 

this transformational idea of — if there are only a few 

superlatives, why buy the list? What is the global outcome 
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 of allocating capital to the less than superlative 

companies with weaker fundamentals with less chance of 

helping society. If there was a quantitative way to 

identify those exceptional companies on both sides of the 

Bell Curve, we are able to step away from the all-too-

common mediocre returns of diversification and asset 

allocation and find those exceptional companies.  

The test phase of Magnet Theory occurred over more 

than two decades during the development of the Magnet Stock 

Selection Process which quantified Magnet Theory. For 

years, I sub-advised to larger institutions and utilized 

the Magnet Stock Selection System to increase their 

returns. I have recently made the decision to direct the 

proven capacity of the Magnet Stock Selection Process to a 

greater societal purpose by  dedicating the capacity of 

Magnet to  or support a permanent endowment program that 

has been developed to utilize the returns created by the 

Magnet Stock Selection Process to create perpetually 

multiplying funding for non-profit organizations of the 

world that provide the caring infrastructure of society.  

The Magnet Stock Selection Process will also be utilized to 

assist several associations of productive individuals whose 

efforts contribute to society. Many wonderful non-profit 

organizations and many productive individuals  have had 
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their institutional and human  economic potentials 

restricted by rates of return associated with the world of 

diversification and asset allocation. Increasing  returns 

for non-profit organizations and for productive individuals 

enables them to improve the rates of return on their 

invested capital, enables superlative companies to receive 

capital and contributes positively to institutional, 

individual and free market system economic results. The 

mediocre returns of broad diversification and asset 

allocation reflect the outcome of the flow of capital 

downward to a reversion to the mean of performance.  

Capital not seeking its most efficient use limits free 

market benefits to the detriment of society.  

TWST: So they found out that the process works with 

all-cap companies, all sectors and at all the additional 

levels that one usually needs an analyst for. 

Mr. Kimmel: Over the years, we have advised to 

institutions of all sizes. Magnet Theory identifies the 

superlatives.  Some are innovative emerging companies, and 

some are large cap and mid-cap companies as well. So what 

we have here is the capacity of The Magnet Stock Selection 

Process identifies superlatives in any market sector.  

Identifying the superlatives of large cap is unbounded by 

capacity. However, by identifying those companies that are 
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emerging into rapidly growing companies, the Magnet Stock  

Selection Process has the capacity to contribute to the 

efficiency of the free market. The truly exciting 

possibility for Magnet Theory is to contribute 

constructively to the free market system and to the 

emerging markets of the globe by encouraging the allocation 

of capital to the good ideas and to the productive 

individuals who transform ideas into the creation of free 

earnings that benefit society.  Magnet Theory and the 

Magnet Stock Selection Process can make a greater 

contribution to society than simply making the very few 

wealthy even wealthier. The capabilities of Magnet Theory 

and the Magnet Stock Selection Process are now being 

directed toward facilitating the “Economic Endowment of 

Everything That Matters”, a project worth the doing.  

TWST: Does the Magnet Process do better in certain 

environments than others, market-wise? 

Mr. Kimmel: The interesting thing about Magnet Theory 

and the Magnet Stock Selection Process is that it 

identifies sectors that are experiencing pricing power, 

therefore, increasing cash flow. So for the last several 

years, the Magnet Stock Selection Process has been   

focusing on sectors like basic materials and energy in 

support of the world wide build-out of infrastructure that 
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globalization of the free market is stimulating. Going 

forward, whatever sectors emerge, whether it be 

biotechnology or health care — which the fortune tellers of 

Wall Street  have thought would be making up a larger 

percent of our portfolio, now  the objectivity of the 

Magnet Process will pull us into them. The importance of 

objectivity has been demonstrated by the great results 

achieved by the Magnet Stock Selection Process in these 

last couple of years, during a time period in which the  

traditional growth managers have suffered.  

Within the last six or nine months, Magnet Theory has 

been indicating that the growth market is now emerging. The 

Magnet Stock Selection Process is now rotating into some of 

those new names. The Magnet Stock Selection  Process is 

unemotional, objective and dynamic which enables it to 

identify the superlatives in any market. Magnet Theory  

integrated the bell curve of natural phenomena with the 

free flow of capital within the apparent chaos of the stock 

market to find the predictability of outcome and benefits 

to society. The variables were identified and integrated 

into Magnet Theory that enabled the de-selection of the 90% 

of all companies that are average from consideration for 

the most efficient allocation of investment capital. The 

Magnet Stock Selection Process is the quantification of 
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Magnet Theory  that identifies the superlative companies 

that are the temporary residents of the right side of the 

Bell Curve and deserving of capital during the time period 

before they eventually slide downward into mediocrity and 

deselect themselves from the Magnet Stock Selection 

Process.  The Magnet Stock Selection Process also has the 

capability of identifying companies with deteriorating 

fundamentals that are the temporary residents of the left 

side of the Bell Curve during the time period before they 

slide further downward into oblivion or they move upward 

back into mediocrity. These troubled denizens of the left 

side of the Bell Curve are companies that are taking on 

debt and losing market share. The Magnet Stock Selection 

Process identifies these companies for as part of the 

quantification of Magnet Theory for use  in a special hedge 

fund concept known as “Exceptionator LS”.  The flexibility 

of Magnet Theory provides for many different applications.  

The outcome of all of the research is a finding that 

indicates that the public market practice of buying the 

whole list detracts from the efficiency of the free market.   

Free market capital should seek efficiency by moving away 

from the old and dying companies and be reallocated to 

companies that provide greater benefits to society. New 

ideas transform our world for the better. 
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TWST: What is your reason for periodic replacement of 

all the stocks in your portfolio. 

Mr. Kimmel: Think about the sports industry or the 

entertainment industry. The Magnet Stock Selection Process  

quantitatively separates the cream from the rest. Magnet 

Theory does not intentionally move any company. It is the 

process itself that gives weight to fundamentals that  

selects and deselects  the companies and rotates through 

whatever industries provide the fundamentals. Again, the 

Magnet Stock Selection Process identifies  companies that 

demonstrate increasing  cash flow as a result of 

accelerating revenue. These selections often occur in 

emerging companies and emerging industries and the  Magnet 

Stock Selection Process is able to identify them early 

which is where the greatest opportunity  for growth is 

often present.  

In terms of the application of Magnet Theory itself, 

it has been shown to be just as effective within the S&P 

500 as it has been in the Russell 2000, the smaller cap 

market. With The Magnet Stock Selection Process companies 

are objectively selected and deselected. There are times 

when companies will stay on the Magnet Stock Selection 

Process list for several years and generate several hundred 

percent returns on invested money, rather than sliding from 
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stock to stock based on over-bought and over-sold technical 

indicators, which generates small profits and substantial 

tax costs.  

TWST: Do you look simply for the superlatives, or does 

the process also look for declining companies that are 

overvalued? 

Mr. Kimmel: The process itself will rank all companies 

in order from top to bottom. The Magnet Stock Selection 

Process identifies significantly less than 1% of the 

universe of reporting public companies, the superlative 

companies, to buy on the long side, and on the other side 

of the Bell Curve, we do take advantage of overvalued, 

over-debt, declining companies in some special design hedge 

fund applications of Magnet Theory. In that application of 

The Magnet Theory we will short these residents of the left 

side of the bell curve to further maximize returns where 

required to meet exceptional needs of some troubled 

institutions individuals. The exceptionators on the left 

side of the Bell Curve are identified by the Magnet Stock 

Selection Process The Magnet Theory identification of the 

troubled companies that reside on the left side of the Bell 

Curve and the short selling of those companies by special 

design Magnet leveraged hedge funds contributes to the 

natural selection system inherent within the free market.  
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Companies undeserving of investment capital are not 

candidates for efficiently distributed investment capital.  

Magnet Theory contributes to the free market flow of 

capital to its most efficient use by removing capital from 

the underperforming companies, the negative 

“exceptionators” of the left side of the Bell Curve  and 

redistributing that capital to the superlative performing 

companies, the positive “exceptionators” of the right side 

of the Bell Curve.  Magnet Theory recognizes the exceptions 

from the mean on both sides of the Bell Curve and 

integrates them through special hedge fund configurations  

to facilitate free market efficiency by allocating non-

productive  capital to its most efficient end use which is 

the funding the expansion of the  “good ideas” of the 

superlative performing companies.   

TWST: Does your process adapt to the specific needs of 

your clients so that you can get large cap, mid-cap, small 

cap or growth or value type stocks? 

Mr. Kimmel: The quantification of Magnet Theory 

through the Magnet Stock Selection Process can be 

restricted to superlative performers within specific asset 

classes.  Large institutions such as banks, pension funds, 

and the larger non-profit institutions are often restricted 

in their investment policies to certain asset class 
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investment alternatives.   During the implementation phase 

of the Magnet Theory Research Project the Magnet Stock 

Selection Process was used by a number of institutions that 

had a policy imposed restriction  to a focus on large cap 

and mid-cap.  Findings of that application of Magnet Theory 

indicated superlative performers were identifiable within 

asset classes and the results relative to the usual returns 

earned through broad diversification and asset allocation 

within the specific asset classes were exceptional.  

However, the experience reminded me of the difficulty of 

fielding nine players for a major league baseball team that 

wanted only .400 hitters.  The only .400 hitters were 

feasting on the opportunities provided by high school and 

college pitchers.  The nine players on the major league 

baseball team struggled to average .270 against the smaller 

opportunities provided by big league pitchers.  I suppose 

the question is whether the goal would be to find pitching 

that can be hit or to do the relative best you can against 

the imposed limitations of big league pitching. As I 

mentioned earlier Magnet Theory and the  Magnet Stock 

Selection Process will now be limited to generating 

superlative returns to facilitate the permanent endowment 

of the non-profits that comprise the caring infrastructure 

of society. Broad diversification and asset allocation 
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strategies allocating capital inefficiently to the mean of 

performance detract from the power of the free market to 

benefit society.  Magnet Theory creates portfolios that 

include superlative performers regardless of their asset 

classification as large cap, small cap and mid-cap 

companies. We recently ended the implementation phase of 

the Magnet Theory Research Project which fine tuned and 

validated the superlative outcomes of the Magnet Stock 

Selection Process.  The publication of the Magnet Theory 

newsletter that shared  the identity of Magnet Stock 

Selection Process companies  with other institutions and 

with wealthy individuals and their advisors has been 

terminated.  Magnet Theory is the result of an inner voice 

of a higher calling to help charities, educational 

institutions, professional associations and other non-

profit organizations and the caring individuals that 

provide the caring infrastructure of society. Findings of 

the Magnet Theory Research Project have identified the 

magnitude of the prevalence of awful, over-diversified 

portfolios among non-profit institutions, which give them 

sub-par returns and do not create the funding necessary to 

enable them to achieve their inter-generational missions. 
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TWST: Your process is an advanced screening tool, but 

it takes you down to the manageable level of companies. 

What is the next step in the process? 

Mr. Kimmel: Magnet Theory starts with the idea of 

identifying superlatives. While other people were doing 

other things, I spent a huge portion of my youth 

interviewing the top money managers and the top authors and 

studying where performance was coming from. Magnet Theory  

integrated an unemotional, quantitative process with unique 

objective measurements of value, growth and momentum and 

management to rank public companies.  The quantification of 

Magnet Theory through the Magnet Stock Selection Process 

resulted in the creation of a new order of companies  from 

most likely to create outsized returns to most likely to go 

down in price.  

So it is a process that started as an idea about 

ketchup on hamburgers that evolved into a theory. During 

the evolution of the idea into the theory as many as 70 

interns from several different research universities 

participated in gathering data and integrating variables 

over a 10 year period.. The evolution of Magnet Theory is 

dynamic as is any other organic process and adaptability is 

the hall mark of organic health.  However, as an example of 

the proven validity of Magnet Theory during the  last 10 
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years, there have only been very small modifications to the 

Magnet Stock Selection Process. On-going Magnet Theory 

Research Project findings also indicate that Magnet Theory 

is beginning to influence a more efficient flow of capital 

to superlative performers. Said another way, there seems to 

be greater public awareness of the importance of 

identifying superlatives and in participating in the growth 

of superlatives to create personal savings and the public 

markets are demonstrating this increasing awareness. The 

returns generated by the Magnet Stock Selection Process 

have become significantly stronger over the last few years. 

This fact may be an indicator that other people are using 

superior performance criteria to allocate investment 

capital away from mediocrity toward superlative 

performance.  This process allocates capital to, and 

creates increases in the stock value of the very companies 

that the Magnet Stock Selection Process had identified 

earlier.  

It is a very humbling experience for me to have first 

identified some of these issues on the major media 

television and radio regarding the problems of research 

being connected to investment banking and the 

overdependence on overly engineered earnings. Suddenly, I 

am hearing much more in the media about looking at cash 
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flow and revenue growth. The more that capital is allocated 

to the superlative performing companies the higher the 

Magnet Stock Selection Process returns are going to go. So 

It is both very emotionally rewarding and humbling for a 

kid from New York City who liked ketchup on his burgers, 

but it is time for me to devote my energies and the 

potential of Magnet Theory and the Magnet Stock Selection 

Process to assist in the free market allocation of capital 

to its most efficient global uses and to do what I can to 

help those that will benefit themselves and benefit society 

to the greatest extent so that Magnet Theory can achieve 

its global economic and human potential.   

TWST: How are you planning to do this? 

Mr. Kimmel: I have accepted a challenge to assume a 

leadership position in two projects of an Enterprise 

Concept to facilitate the “Economic Endowment of Everything 

That Matters”.  Magnet Theory and the Magnet Stock 

Selection Process will contribute to the Permanent 

Endowment Project and to the Free Market Project.  The 

Permanent Endowment Project creates perpetually multiplying 

inter-generational funding for philanthropic families and 

for the non-profit organizations that provide the caring 

infrastructure of society. The Free Market Project 

facilitates the allocation of capital to its most efficient 
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use in support of good ideas and their implementation and 

creation of free earnings for both public and private 

companies.  The Free Market Project also includes 

consulting services to develop reporting standards and 

internet data collection and transmission interfaces for 

the stock exchanges of countries and regions that are 

emerging as a result of the globalization of the free 

market.  The final component of the Free Market Project is 

a consumer approval revenue model that utilizes internet 

connectivity to include the consumer in participation in 

the revenues of the free market for the first time in 

history.  The contributions that Magnet Theory and the 

Magnet Stock Selection Process make to these projects 

through the efficient allocation of capital to its most 

efficient use will benefit billions of people throughout 

the world. The rewards of this level of contribution far 

exceed the rewards of contributing to the establishment of 

the highest performing mutual fund in America for public 

funds.        

I have come to realize that the highest and best use 

of Magnet Theory and the Magnet Stock Selection Process is 

in contributing to the Economic Endowment of Everything 

That Matters by helping America export its greatest 

product,  free market expertise and support for human 
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ingenuity and creativity.    Findings of the Magnet Theory 

Research Project identify increasing investor  interest in 

the emerging global markets.  Unfortunately, many very 

large and successful corporations domiciled in these 

markets do not report their data effectively to be able to 

efficiently attract capital. The Free Market Project  helps 

those companies receive capital, by assisting them in 

establishing reporting standards that connect them the 

Magnet Stock Selection System data base and with world wide 

sources of capital seeking allocation to its most efficient 

use. 

TWST: Do you feel that institutions and investors are 

looking at stocks differently as a result of the success of 

Magnet? Is the emotion becoming more controlled? 

Mr. Kimmel: There has been a lot of research that has 

been published  in the last several years reporting 

findings that emotions work against investors, whether they 

are professionals or beginners, whether it is a bias for or 

against industries, or whether it is a knee-jerk reaction 

to news. According to the research investors’ emotions 

often contribute to investors’ behaviors that cause them to 

make investment decisions at exactly the wrong time. As a 

result of these research findings there has been a 

significant increase in quantitatively directed money and a 
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significant amount of education directed toward the public 

about maintaining and controlling their discipline. Unless 

investors possess  a proven quantitative process to rank 

companies and they are willing to ignore their emotional 

reactions to outside stimuli and maintain the integrity of 

their quantitative process, the human emotions will 

intercede and reactions based upon fear, greed or whatever 

emotion surfaces at a particular moment will elicit 

ineffective investment decisions.  

      Magnet Theory and the Magnet Stock Selection Process 

remain out in the forefront of keeping human ego and 

emotion out of the stock selection process.  This is the 

result of the Magnet Theory Research Project’s continual 

and rigorous  back testing of the Magnet Stock Selection 

Process Findings of the back testing component of the 

research indicated that strict adherence to the Magnet  

Theory Model the more favorable the outcome  in each market 

environment. I am only human. I read the paper and watch 

the news, and I will want to react to something like anyone 

else, however, it is my experience over time that allows me 

to take a backseat to the model and be model-driven, 

whereas many investors and investment managers simply do 

not have a Magnet Theory Model that has engendered that 
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trust through performance during different market 

conditions over a long period of time. 

TWST: What about the enormous growth in international 

markets? Has that interested you in the Magnet Stock 

Selection? 

Mr. Kimmel: It has been of continuing interest to me 

on many different levels. Let me spend a minute discussing 

the markets globally, and then we can narrow down that 

question. Back in 1990, Sir John Templeton gave a great 

interview where he discussed the importance of the Berlin 

Wall coming down and the immense impact it would have on 

our markets, where we went from 250 million consumers in 

America to 500 million consumers across the pond.  

Now, global society and the global build out dwarf 

that event by magnitudes. Most people still can not get 

their hands around the concept of how big the build out is 

on virtually every continent and in every country, whereas 

China and India get a lot of attention. The global build 

out is immense and will continue for generations upon 

generations. That said, it does not mean that we will not 

have periods of volatility or outright bear markets. But we 

have come a long way from where a crop failure in America 

leads to a recession. The investors in India and Brazil 

have never been out to the Hamptons.  
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 A global market exists that has expanded in trading 

volume from 1 million shares per day to 2.5 billion shares 

a day considering the NASDAQ and New York. Within the next 

decade, we will have 10 billion share days. So the markets 

are growing immensely, and yet you still hear this 

overdependence on over-bought and over-sold indicators. 

Everyone is looking over their shoulder for the big top in 

the market — the top is nowhere in sight.  

On a more micro level, there are enormous companies 

such as Heineken in Holland and Fiat (FIA) in Italy. They 

are truly large companies that do not report their data in 

a format that enables the investment of capital from the 

United States. As a result, they are significantly under-

owned and are not getting the capital from domestic money 

managers here in the US. If this is true of the large 

companies, imagine what is taking place on the smaller 

levels, both domestically and internationally, where 

entrepreneurs with great ideas are unable to access capital 

from the free market seeking its most efficient use.  

In America multi-billion dollar financings are funded 

through the large investment banks and private equity 

funds. The good ideas of small companies requiring $5 to 

$25 million of capital find capital without accepting loan 

covenants from banks or dilution requirements of venture 
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“partners” that destroy the good ideas and the innovators 

themselves.  Money managers can not be found to buy lots of 

50,000 and 100,000 shares of truly spectacular companies 

that, simply using quantitative analysis, do not qualify 

for Magnet Theory consideration.  My work with the 

Enterprise Concept will be addressing this problem 

regarding the flow of capital to its most efficient use by 

providing capital to these smaller needs good idea 

companies.  

TWST: How does the Magnet Process attempt to control 

risk? 

Mr. Kimmel: Magnet Theory controls risk by owning a 

basket of approximately 30 stocks, that is assemble in a 

manner to prevent any one sector to dominate the portfolio. 

Proponents of Modern Portfolio Theory and other broadly 

diversified asset allocation methods postulate that 

ownership of  hundreds of stocks are required to maximize 

returns for the levels of risk assumed. The Magnet Stock 

Selection Process accomplishes the objective of maximizing 

return for risk assumed by allocating capital to 30 stocks 

that have been identified by the Magnet Stock Selection 

Process create a diversification of superlatives. In 

addition, findings of the Magnet Theory Research Project 

indicated that the downfalls of some of the most brilliant 
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investors occurred when deviant behavior in the marketplace  

overwhelmed the intellectual and knowledge capacities of 

investors. Examples of this behavior include investors 

averaging down into a selection because they think they 

know more than the market, and investors falling in love 

with an idea and simply refusing to abandon the idea to 

sell, regardless of deterioration in fundamentals or 

management behavior. The use of leverage, options and 

derivatives often present another set of circumstances 

where excessive expectations overwhelm managers’ judgment 

and deterioration in the fundamentals or management 

behavior of holdings are ignored. Examples of this 

phenomena are coming to public attention more frequently 

and on a larger and larger scale.  

The Magnet Stock Selection Process is able to create 

superlative returns without the use of these derivative and 

option products. The effectiveness and objectivity of the 

process make this outcome possible without utilizing  

leverage. The Magnet Stock Selection Process eliminates or 

avoids the deviant human behavior that is taking down some 

of the largest hedge funds and some of the brightest 

individual fund managers. The elimination of the hubris 

that can become a part of the behavior of people who do 

know a lot removes human ego and rationalization of risk 
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behavior from the decision process. The Magnet Stock 

Selection Process is able to operate in the market in an 

objective fashion by simply following the model and  by 

using very disciplined portfolio management to make buy and 

sell decisions.  

Let me share with you something that has come up in a 

recent study of Magnet Theory and the Magnet Stock 

Selection Process. Findings of a recent  study of Magnet   

by an outside firm indicated that the elimination of the 

use of stop losses, which are used to manage volatility of 

the small number of stocks included at any time in Magnet 

Stock Selection Process portfolios, would increase returns. 

The Magnet Stock Selection Process is so strong that if a 

stock went down far enough to trigger a stop loss it was 

more likely to go back up and generate a higher return than 

a replacement stock. The Magnet Stock Selection Process  

will continue to use stop losses, because disciplined 

responses to the declining market valuations of Magnet 

Stock Selection Process holdings by stopping out of a stock 

monetizes existing gains and creates capital to allocate 

more efficiently to stocks that rank more highly through 

the Magnet Stock Selection Process.  

Managers who find selected stocks down 70% and 80% 

rarely are able to exclude ego and emotion from their 
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behaviors.  Magnet Theory identified the importance of stop 

losses in maintaining consistency of performance over 

extended periods of time.  The 20 year history of the 

Magnet Stock Selection Process that quantifies Magnet 

Theory has demonstrated the important role of stop losses 

in maintaining consistency of superlative returns by 

minimizing draw-downs and reallocating capital.  The use of 

stop losses enables the Magnet Stock Selection Process to 

accelerate portfolio value recovery periods by maintaining 

the integrity of the process through the reallocation of  

capital from an underperforming stock to a superlative 

stock 

TWST: Do you also have portfolios with lesser 

holdings? 

Mr. Kimmel: Magnet Theory identified capabilities of 

generating high rates of return with more concentrated 

portfolios.  The Magnet Stock Selection Process has 

demonstrated this capability as results have been achieved 

in model portfolios and stock selection lists over the 

years. Large institutions have demonstrated  significantly 

less interest in the concentrated portfolios than would be 

expected as a result of the inability of their broadly 

diversified holdings managed using Modern Portfolio Theory 

and other asset allocation strategies to generate returns 
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comparable to the power of the market as demonstrated by 

the returns generated by the concentrated portfolios of the 

Magnet Stock Selection Process. The disciplined structure 

of the management of the more concentrated portfolios that 

are identified by the Magnet Stock Selection Process 

successfully manages higher volatility and generates higher 

returns.  Allowing portfolios to have smaller numbers of 

superlative stocks and to take on volatility, will generate   

higher returns because of the discipline of Magnet Theory. 

Institutions can use the Magnet Stock Selection Process to 

generate outsized returns while maintaining the comfort 

level provided by Magnet Theory that empowers them to act 

and think long term. 

TWST: Is there anything that you wanted to add? 

Mr. Kimmel: After the development of Magnet Theory  10 

years of hard work were allocated to the implementation 

phase of the research that quantified Magnet Theory through 

the Magnet Stock Selection Process which helped individuals 

receive higher returns. The next 10 years of the 

implementation phase of the Magnet Theory Research Project  

were focused on using the Magnet Stock Selection Process to 

help the institutions by providing stock selection 

information as a sub-advisor behind the scenes. The next 

phase of the implementation phase of the Magnet Theory 
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Research Project is focused on the Enterprise Concept 

Permanent Endowment Project and the Enterprise Concept Free 

Market Project.  The Permanent Endowment Project integrates 

the superlative returns generated by Magnet Theory and the 

Magnet Stock Selection Process into the perpetually 

multiplying inter-generational funding system of the 

Enterprise Concept to perpetuate the non-profit 

organizations that provide caring infrastructure of 

society.  The Free Market Project integrates the capability 

of the Magnet Stock Selection Process to allocate capital 

to its most efficient use in order to support superlative 

companies with the good ideas and the management skills to 

benefit global society.  So, it is with great enthusiasm 

that I embark on the next phase of the application of 

Magnet Theory and the Magnet Stock Selection Process to  

the economics of free market capital formation and free 

market capital allocation to its most efficient and humane 

uses. 

TWST: Thank you. (PS) 

 


