
S&P Capital IQ™ STock Appreciation 
Ranking System (STARS®)
S&P Capital IQ has produced recommendations on common stocks since the 1920s.  
In 2002 we began covering international stocks from Europe and Asia. STARS  
relies on analyst-driven research and recommendations that incorporate some  
quantitative inputs and are based upon fundamentally focused conclusions made  
by S&P Capital IQ’s equity research team. 

 
 
 

 
 
 
 
 
 
 
 

Relevant Benchmarks
In North America the relevant benchmark is the S&P 500 Index, in Europe and in Asia, the relevant bench-
marks are generally the S&P Europe 350 Index and the S&P Asia 50 Index.

Research
Our research combines the strengths of S&P Capital IQ’s highly experienced and well-regarded team of 
equity analysts and powerful and dynamic resources provided by Global Markets Intelligence based on 
Capital IQ data, information and functionality. Our equity analysts carry on a strong tradition of objective 
analysis and opinion dating back over 80 years, using a highly refined, rigorous and globally-consistent 
process.

Methodology 
S&P Capital IQ’s core equity research philosophy is best described as growth at a reasonable price 
(GARP). Our primary approach to equity valuation is to combine, as appropriate, intrinsic, relative, and  
sum-of-the-parts approaches. Inputs cover a wide array of considerations including:

¬¬ Macroeconomic and company-specific factors

¬¬ Competitive positioning 

Global 
Coverage

1,120 
US Stocks 

250
European Stocks

 150
Asian Stocks
as of 6/30/14

STARS Qualitative
S&P CAPITAL IQ STARS
S&P Capital IQ’s fundamental analysis, which currently covers more than 1,100 U.S. and 300  
non-U.S. securities, is expressed in STARS (STock Appreciation Ranking System), first introduced 
in 1987. There are five categories:
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5-STARS (Strong Buy): Total return is expected to outperform the total return of a relevant bench-
mark, by a wide margin over the coming 12 months, with shares rising in price on an absolute basis.

4-STARS (Buy): Total return is expected to outperform the total return of a relevant benchmark, over 
the coming 12 months, with shares rising in price on an absolute basis.

3-STARS (Hold): Total return is expected to closely approximate the total return of a relevant bench-
mark, over the coming 12 months, with shares generally rising in price on an absolute basis.

S&P 500
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M 2-STARS (Sell): Total return is expected to underperform the total return of a relevant benchmark, 
over the coming 12 months, and the share price not anticipated to show a gain.

1-STAR (Strong Sell): Total return is expected to underperform the total return of a relevant bench-
mark, by a wide margin over the coming 12 months, with shares falling in price on an absolute basis.

¬¬ Industry developments and trends

¬¬ Data projections and evaluationsCONTACT US
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The STARS “Strong Buy” performance represents only the results of a S&P 
Capital IQ model portfolio. Model performance has inherent limitations. S&P 
Capital IQ maintains the model and calculates the model performance shown, 
but does not manage actual assets. The U.S. STARS model performance is 
only an illustration of S&P Capital IQ research; it shows how U.S. common 
stocks, ADRs (American Depositary Receipts) and ADSs (American Deposi-
tary Shares), collectively “equities”, that received particular STARS rankings 
performed. STARS categories are models only; they are not collective invest-
ment funds. The STARS performance does not show how any actual portfolio 
has performed. STARS model performance does not represent the results of 
actual trading of investor assets. Thus, the model performance shown does 
not reflect the impact that material economic and market factors might have 
had on decision-making if actual investor money had been managed. Perfor-
mance is calculated using a time-weighted rate of return. While model per-
formance for some or all STARS categories performed better than the S&P 
500 for the period shown, the performance during any shorter period may not 
have, and there is no assurance that they will perform better than the S&P 
500 in the future. STARS does not take into account any particular investment 
objective, financial situation or need and is not intended as an investment 
recommendation or strategy. Investments based on the STARS methodology 
may lose money. High returns are not necessarily the norm and there is no 
assurance that they can be sustained. Past model performance of STARS is 
no guarantee of future performance. 

For model performance calculation purposes, the equities within each STARS 
category at December 31, 1986 were equally weighted. Thereafter, additions 
to the composition of the equities in each STARS category are made at the 
average value of the STARS category at the preceding month end with no re-
balancing. The average value of the equity equals the total market value of the 
STARS category at the prior month-end divided by the number of equities in 
the STARS category at the prior month-end. The number of shares of the new 
equity added equals the average value of an equity in the STARS category at 
the preceding month-end divided by the price of the added equity at the close 
of the day it was added. The number of shares remains fixed unless there 
is a subsequent distribution. Subsequent to the addition of the equity, the 
performance calculation is based on the number of shares and the daily clos-
ing prices. An equity is deleted in its entirety, and the deletion is made at the 
closing price of the day that the deletion is made. Performance was calcu-
lated from inception through March 31, 2003 on a monthly basis. Thereafter, 
performance is calculated daily. Equities in each STARS category will change 
over time, and some or all of the equities that received STARS rankings during 
the time period shown may not have maintained their STARS ranking during 
the entire period.

Model performance does not include dividends. Also, model performance 
does not consider taxes and brokerage commissions, nor does it reflect the 
deduction of any advisory or other fees charged by advisors or other par-
ties that investors will incur when their accounts are managed in accordance 
with the models. The imposition of these fees and charges would cause ac-
tual performance to be lower than the performance shown. For example, if a 
model returned 10 percent on a $100,000 investment for a 12-month period 
(or $10,000) and an annual asset-based fee of 1.5 percent were imposed 
at the end of the period (or $1,650), the net return would be 8.35 percent 
(or $8,350) for the year. Over 3 years, an annual 1.5% fee taken at year end 
with an assumed 10% return per year would result in a cumulative gross re-
turn of 33.1%, a total fee of $5,375 and a cumulative net return of 27.2% (or 
$27,200). Fees deducted on a frequency other than annual would result in a 
different cumulative net return in the preceding example.

The S&P 500 index is the benchmark for U.S. STARS. The S&P 500 index is cal-
culated in U.S. dollars and does not take into account dividends. Indexes are 
unmanaged, statistical composites and their returns do not include payment 
of any sales charges or fees an investor would pay to purchase the securi-
ties they represent. Such costs would lower performance. It is not possible to 
invest directly in an index. The S&P 500 index includes a different number of 
constituents and has different risk characteristics than the STARS equities. 
Some of the STARS equities may have been included in the S&P 500 index for 
some (but not necessarily all) of the period from inception to the present, and 
some such equities may not have been included at all. The S&P 500 excludes 
ADRs and ADSs. The methodology for calculating the return of the S&P 500 
index differs from the methodology of calculating the return for STARS. Past 
performance of the S&P 500 index is no guarantee of future performance.

An investment based upon the models should only be made after consulting 
with a financial advisor and with an understanding of the risks associated 
with any investment in securities, including, but not limited to, market risk, 
currency risk, political and credit risks, the risk of economic recession and the 
risk that issuers of securities or general stock market conditions may worsen, 
over time. Foreign investing involves certain risks, including currency fluc-
tuations and controls, restrictions on foreign investments, less governmental 
supervision and regulation, less liquidity and the potential for market volatility 
and political instability. As with any investment, investment returns and prin-
cipal value will fluctuate, so that when redeemed, an investor’s shares may be 
worth more or less than their original cost.

Stock Reports are prepared and issued by S&P Capital IQ and/or one of its af-
filiates. In the United States, Stock Reports are prepared by Standard & Poor’s 
Investment Advisory Services LLC (“SPIAS”) and issued by Standard & Poor’s. 
SPIAS is a part of the McGraw-Hill Financial business segment. McGraw-Hill 
Financial operates under two separate brands: S&P Capital IQ and S&P Indi-
ces. SPIAS is part of S&P Capital IQ and operates under the “Global Markets 
Intelligence” brand.

Copyright © 2014 by Standard & Poor’s Financial Services LLC (S&P), a 
part of McGraw Hill Financial. All rights reserved. STANDARD & POOR’S and 
S&P are registered trademarks of Standard & Poor’s Financial Services LLC. 
CAPITAL IQ is a registered trademark of Capital IQ, Inc. iPad is a trademark 
of Apple Inc., registered in the U.S. and other countries. Microsoft, Excel, 
PowerPoint, and Outlook are registered trademarks of Microsoft Corporation 
in the United States and/or other countries.

No content (including ratings, credit-related analyses and data, valuations 
model, software or other application or output therefrom) or any part 
thereof (Content) may be modified, reverse engineered, reproduced or 
distributed in any form by any means, or stored in a database or retrieval 
system, without the prior written permission of Standard & Poor’s 
Financial Services LLC or its affiliates (collectively, S&P). The Content 
shall not be used for any unlawful or unauthorized purposes. S&P and any 
third-party providers, as well as their directors, officers, shareholders, 
employees or agents (collectively S&P Parties) do not guarantee the 
accuracy, completeness, timeliness or availability of the Content. S&P 
Parties are not responsible for any errors or omissions (negligent or 
otherwise), regardless of the cause, for the results obtained from the use 
of the Content, or for the security or maintenance of any data input by the 
user. The Content is provided on an “as is” basis. S&P PARTIES DISCLAIM 
ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT 
LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A 
PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS 
OR DEFECTS, THAT THE CONTENT’S FUNCTIONING WILL BE UNINTERRUPTED 
OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE 
CONFIGURATION. In no event shall S&P Parties be liable to any party for any 
direct, indirect, incidental, exemplary, compensatory, punitive, special or 
consequential damages, costs, expenses, legal fees, or losses (including, 
without limitation, lost income or lost profits and opportunity costs or 
losses caused by negligence) in connection with any use of the Content 
even if advised of the possibility of such damages. Credit-related and other 
analyses, including ratings, and statements in the Content are statements 
of opinion as of the date they are expressed and not statements of fact.

S&P’s opinions, analyses and rating acknowledgment decisions (described 
below) are not recommendations to purchase, hold, or sell any securities 
or to make any investment decisions, and do not address the suitability of 
any security. S&P assumes no obligation to update the Content following 
publication in any form or format. The Content should not be relied on 
and is not a substitute for the skill, judgment and experience of the 
user, its management, employees, advisors and/or clients when making 
investment and other business decisions. S&P does not act as a fiduciary 
or an investment advisor except where registered as such. While S&P has 
obtained information from sources it believes to be reliable, S&P does not 
perform an audit and undertakes no duty of due diligence or independent 
verification of any information it receives.

To the extent that regulatory authorities allow a rating agency to 
acknowledge in one jurisdiction a rating issued in another jurisdiction for 
certain regulatory purposes, S&P reserves the right to assign, withdraw 
or suspend such acknowledgement at any time and in its sole discretion. 
S&P Parties disclaim any duty whatsoever arising out of the assignment, 
withdrawal or suspension of an acknowledgment as well as any liability for 
any damage alleged to have been suffered on account thereof.

S&P keeps certain activities of its business units separate from each other 
in order to preserve the independence and objectivity of their respective 
activities. As a result, certain business units of S&P may have information 
that is not available to other S&P business units. S&P has established 
policies and procedures to maintain the confidentiality of certain non-public 
information received in connection with each analytical process.

S&P may receive compensation for its ratings and certain analyses, normally 
from issuers or underwriters of securities or from obligors. S&P reserves 
the right to disseminate its opinions and analyses. S&P’s public ratings and 
analyses are made available on its Web sites, www.standardandpoors.com 
(free of charge), and www.ratingsdirect.com and www.globalcreditportal.
com (subscription), and may be distributed through other means, including 
via S&P publications and third-party redistributors. Additional information 
about our ratings fees is available at www.standardandpoors.com/
usratingsfees. 
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