


Agenda 

• What indicator is it 

• How it is calculated – what it tells you 
about a company 

• How it increased the returns of all 13 
strategies we tested it with  

• Exactly how you can implement it in 
your portfolio (with a few mouse clicks) 

• Questions and answers 
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What the indicator is 

• Piotroski F-Score 

• Developed in 2000 by an unknown accounting 
professor – Joseph Piotroski University of Chicago 

• Improve returns of low Price to Book strategy 

• Developed a 9 point ranking system 

 

• Paper: "Value Investing: The Use of Historical 
Financial Statement Information to Separate 
Winners from Losers" 
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https://papers.ssrn.com/sol3/papers.cfm?abstract_id=249455
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So did it work? 

• Exceeded his most optimistic expectations 

• Over 20 years from 1976 to 1996 average 
outperformance over the market of 13.4% 
per year 

• Buying best shorting worse companies 
worked even better – average yearly 
return of 23.0% better than the market  
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Summary of the research paper 
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Source: Value Investing: The Use of Historical Financial Statement Information to Separate Winners from 
Losers p16 

 



Worked best on small companies 
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Source: Value Investing: The Use of Historical Financial Statement Information to Separate Winners from 
Losers p19 

 



How is it calculated? 

Profitability 
 
1. Return on assets (ROA) 
Net income before extraordinary items / total assets at the beginning of the year.  
Score 1 if positive, 0 if negative 
 
2. Cash flow return on assets (CFROA) 
Operating cash flow / total assets at the beginning of the year.  
Score 1 if positive, 0 if negative 
 
3. Change in return on assets 
Compare this year’s return on assets (1) to last year’s return on assets. 
Score 1 if it’s higher, 0 if it’s lower 
 
4. Quality of earnings (accrual) 
Compare Cash flow return on assets (2) to return on assets (1) 
Score 1 if CFROA>ROA, 0 if CFROA<ROA 
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How is it calculated? 

Funding 
 
5. Change in gearing or leverage 
Compare this year’s gearing (long-term debt / average total assets) to last year’s 
gearing. 
Score 1 if gearing is lower, 0 if it’s higher. 
 
6. Change in working capital (liquidity) 
Compare this year’s current ratio (current assets / current liabilities) to last year’s 
current ratio. 
Score 1 if this year’s current ratio is higher, 0 if it’s lower 
 
7. Change in shares in issue 
Compare the number of shares in issue this year, to the number in issue last year. 
Score 1 if same number of shares, or fewer. Score 0 if there are more shares in 
issue. 
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How is it calculated? 

Efficiency 
 
8. Change in gross margin 
Compare this year’s gross margin (gross profit / sales) to last year’s. 
Score 1 if this year’s gross margin is higher, 0 if it’s lower 
 
9. Change in asset turnover 
Compare this year’s asset turnover (total sales / total assets at the 
beginning of the year) to last year’s asset turnover ratio. 
Score 1 if this year’s asset turnover ratio is higher, 0 if it’s lower 
 
Piotroski or F-Score = 1 + 2 + 3 + 4 + 5 + 6 + 7 + 8 + 9 
Good or high score = 8 or 9 
Bad or low score = 0 or 1  
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How it increased returns of strategies 
we tested 
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First selected companies with a Piotroski F-Score of 8 or 9 then selected one of the 13 strategies 
Tested on companies in the Eurozone over the 12-year period from 13 June 1999 to 13 June 2011. 
Source: “What Works on European Markets: The Best Performing Investment Strategies” 



How to get the F-Score working in your 
portfolio 
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Select Piotroski F-Score from the Primary Factor drop down list under the Quality heading. 
 
To select only the companies with the best (highest) F-Score move the slider to that you select 0% to 
20% of the Piotroski F-Score values. 

• Very easy to do 



How about companies with an 
improving F-Score? 
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• We also have a report for that 



Summary 

• Piotroski F-Score is a great indicator to 

• Increase your returns 

• Help you screen out deteriorating companies 
(bad fundamental momentum) 

• Works especially well on small companies 

• Increases the return of all strategies we 
tested 

• Fundamental stop loss (sell if F-Score < 6) 
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Questions and answers 

There is no such thing as a stupid question 
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Contact information: 
info@quant-investing.com 


