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Franklin Street Partners’ Christy Philips headlines Business North Carolina’s stock picking contest for 
2016. The contest focused on NC based companies and will track her picks against other portfolio 
managers from North Carolina firms.  The following are Christy’s picks selected for the publication.  
 
Martin Marietta (MLM) – Martin Marietta is an aggregates producer which we believe is well-
positioned to benefit from a recovering U.S. construction and infrastructure marketplace. 
Expectations are for strengthening demand growth in the public sector and modest growth in the 
private sector.  The business is essentially a “local” business with high barriers to entry creating a 
structural advantage.  The expense of moving rock becomes prohibitive beyond a 70 mile radius and 
the permitting process for new quarries is challenging. The outlook for the company’s revenue and 
earnings growth over the next 5 years is quite strong driven by higher volumes utilizing Martin 
Marietta’s fixed cost structure along with price increases that outpace inflation costs and synergies 
realized from the Texas Industries acquisition.  MLM is well capitalized and has strong leadership 
that is shareholder oriented. This stock is suitable for large cap core and growth portfolios. Our 
target price objective is $200 a share.  
 
Insteel Industries Inc. (IIIN) is the nation’s largest manufacturer of steel wire reinforcing products 
(pre-stressed concrete strand and welded wire reinforcement) for concrete construction 
applications.   Similar to Martin Marietta, Insteel’s revenues and earnings are heavily tied to a steady 
recovery in the US and specifically infrastructure spending. The company has done an excellent job 
growing the top line and is progressing steadily on rebuilding their operating profit from the 
economic lows in 2009. IIIN’s operating margin reached 7.4% for the third quarter of 2015, but 
remains a source of opportunity given the prior peak’s 19.3% margin. Insteel earned $0.96 in 
earnings per share (EPS) in 2014, and current 2016 estimates of $1.75 imply a current P/E multiple 
of only 11.7x.  With a market cap of $445 million, IIIN shares are suitable for small cap core and 
growth portfolios.  Our target price objective is $32  

 
Laboratory Corporation of America (LH) – LabCorp is a leading independent diagnostic 
laboratory with infrastructure that spans the nation - providing both advantaged scale and efficiency 
that reinforces their position as a low cost provider as health care moves toward reformed payment 
models. Longer-term, industry growth will be derived from more esoteric and specialized testing – 
which carries a higher price tag and associated profitability. LabCorp has done a good job of 



The author of this article participated in the NC Business Journal’s contest for their 
January 2016 issue. The article detailed a sampling of Investment Professionals 
investment stock ideas for the year 2016, considering North Carolina based companies 
only. Her picks will be tracked and compared with other Investment professionals 
throughout the year.  At the time of this article, Franklin Street owns Martin Marietta, 
Laboratory Corporation of America,  and targets the addition of Insteel Industries Inc. in 
the near future. 
  
This document is not to be construed as an offering or intended as a recommendation to 
buy or sell securities and is being provided for informational purposes only.  These 
points represent the opinions of the author, and as such, should not be construed as 
investment advice.   
  
Results shown are purely historical and are no indication of future performance.  Past 
performance is not intended to be, and is not to be construed as, an indication of likely 
future results.   
 
 

launching new complex tests, which leads us to believe annual esoteric test volume should outpace 
market growth. Their recent Covance acquisition fits very well with LabCorp's larger efforts to amass 
more diagnostic data and link it to clinical outcomes, yet also broadens the company’s revenue 
streams and repositions the company in the healthcare value chain as more than just a diagnostic 
company. Over time, we believe higher growth and greater profitability will earn LabCorp a higher 
multiple on its earnings. LH is estimated to generate $8.82 and $9.75 a share in earnings for FY16 
and FY17, respectively. LabCorp is suitable for large cap core and growth portfolios. Our price 
objective is $150 a share. 
 
Avoid:  
Tanger Factory Outlet Centers, Inc. is a name most NC investors recognize. The company is a 
retail real estate investment trust (REIT) that develops, acquires, and manages factory outlet 
shopping centers throughout the U.S. The company has a demonstrated track record of growth 
which we believe will begin to slow to the mid single digit range over the next few years. Slower 
growth in conjunction with a potentially rising interest rate environment, in our view, will place a 
ceiling on the multiple investors are willing to for a retail REIT.  We believe the shares are fully 
valued.  
 


