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100-Bagger Checklist
There is no magic formula for finding 100-baggers. 

However, there are attributes that can help you sift through 
the many stocks on the market. For these, I’ve devised a 
simple checklist you can use.

Before we get to the checklist, there is one thing I want 
to emphasize to you. It’s the most important thing of 
all. 100-baggers are the long-distance runners of the 
financial world. 

For example, to turn $1 into $100 in 25 years, you need 
returns of about 20% annually. Mathematically, there is no 
other way to get there. If you want to do it faster, you have 
to dial up the returns. But most of the 100-baggers I’ve 
studied fall in this sweet spot of 20%-25% for 20-25 years.

The most important thing a business has to do, then, is 
earn a high return on its capital and be able to reinvest 
that profit to earn that return again and again for years and 
years.

The part after “and” is what many people fail to grasp. It’s 
not good enough to earn a high return if the cash just sits 
on your balance sheet. It’s not good enough to earn a high 
return if you pay it all out to stockholders in dividends. 
These are all drags on your return.

If you want a 100-bagger, you need a company that 
reinvests all of its profits at high returns. And it must be 
repeatable for a long time to come.

Today’s great businesses all had this ability. McDonald’s 
is a great example. It just plowed all of its profits into new 
restaurants for decades. Founded in 1940, it went public 
in 1965 and didn’t pay its first dividend until 1976. By that 
time, it had already gone up 132-fold since 1965 – in just 11 
years.

I’m not saying dividends are bad. Dividends make up a 
sizable part of the return of the more mature 100-baggers. 
But for maximum efficiency and minimal drag, you’d prefer 
all the profits to get reinvested and earn super-high returns. 

Now, this isn’t the only way to 100-baggerdom. There are 
stories of 20-cent mining stocks or tiny biotechs that hit 
100-to-1. I’ve screened those out of my study because those 
stocks are unpredictable. I’m not interested in trying to 
catch lightning in a bottle. I wanted to create a template, 
a repeatable approach, that could reliably deliver high-
performing stocks.

That’s another thing to remember. Some people get caught 
up on the literalness of the term “100-bagger.” They say it’s 
really hard to find a 100-bagger. They doubt that I’ll be able 
to find them.

But my response is: We start by searching only for 
100-baggers. If we wind up with a 50-bagger or a 10-bagger, 
we’ll be delighted. Heck, we’ll be happy to find stocks that 
can triple our money in a few years. 

The search for 100-baggers doesn’t mean you have to wait 
around 20 years. All it means is that we’re applying the 
lessons of 100-baggers to our stock selections today. 

With that, here’s a great checklist of items to look for:

Business Basics

✔	Do you inderstand how the business works   
 and how it makes money?

You want to avoid things you don’t understand. McDonald’s 
was a simple business. Enron was not. Valeant was not. 
People get in trouble when they start investing in things 
they don’t understand.

✔	Does the business rely heavily on one or two  
 big customers? 

You want to avoid companies that depend too much on a 
few big customers. For one thing, that customer can always 
leave. But secondly, it’s rare that a very big customer will 
allow the seller to have 100-bagger-type economics for 
too long. The potential bargaining of a large customer is 
a threat to the excellent economics of the business that 
serves it.
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✔	Does the business have an economic moat? 

You want to invest in businesses that have defendable 
positions or some kind of competitive advantage. You may 
have invented the Blackberry, as Research In Motion (RIM) 
did, but it had no way to prevent people from coming up 
with better phones. RIM started great but eventually lost 
90% of its value as competitors ate into its business.

✔	Is the business growing? 

Easy test. You want to avoid “melting ice cubes.” Think 
newspapers, with their slow declines in readership. Think 
video game rental stores, like Blockbuster. If you’re not 
100% confident this business is something that can grow for 
years and years, skip it.

✔	Is the stock under $3 billion in market? 

This is an arbitrary cut-off, but the idea is you want to stay 
small. It’s hard to become a 100-bagger if you start off today 
with mega-stocks such as Apple, McDonald’s, etc. But you 
don’t need to be tiny. In the study, the median sales figure and 
market cap for stocks at the beginning of their 100-bagger run 
was $150 million and $500 million, respectively.  

✔	Can it get really big? 

You want to think about how big the business can get. 
Some businesses are great and can grow but will always be 
small because they serve a tiny niche. That tiny niche puts 
a ceiling on how big it can get. Ideally, you want a small 
business that can become a national, or even global, player.

Financial Details

✔	Is it trading for a reasonable multiple? 

If you pay too much to own even a great business, it can 
hamper your returns. There are no hard and fast rules 
here, but a general guideline would be to pay a multiple 
of earnings or cash flow that does not exceed the growth 
rate of earnings or cash flow. That means you can pay 
25x earnings for a stock growing 25% per year. But you 
wouldn’t want to pay 50x earnings for that business. 
Remember, stocks always go on sale at some point. All of 
the 100-baggers in the study had patches where they were 
cut a third or a half over a period of time. Those are the 
times to grab them. 

✔	Does it have a high Return on Invested   
 Capital (ROIC)? 

The higher the ROIC, the faster you’re likely to compound 
your money as an investor. The sweet spot would seem 
to be 20%-25%. Go too much lower than that and your 
returns start to get uninteresting or take a really long time 
to come to fruition. There aren’t many businesses that can 
compound over 25% for long.

✔	Is there adequate financing? 

If the company needs to raise a lot of money to grow, that’s 
a negative. That’s because it is at the mercy of the market. 
And we know the market goes through bad periods. If you 
have to raise money during such periods, you’ll likely give 
away a lot of value. Better to stick with businesses that are 
self-financing and don’t need outside capital to grow.

Management

✔	Having an owner-operator helps. Do you  
 have one? 

You’re looking for a “face.” Someone who has a stake in the 
business and controls it. Think Steve Jobs, Sam Walton, or 
Warren Buffett. Talent still wins over the long haul. This is a 
“nice to have” not a “need to have.” Gillette and Coca-Cola 
are examples of stocks that were 100-baggers and had a 
relatively anonymous management in charge. 

✔	Are insiders selling stock? 

Lot of insiders repeatedly selling stock is probably not a 
good sign. After all, management is closer to the business 
than we’ll ever be. And if they’re selling, maybe it’s not such 
a hot opportunity.

As I said, there is no magic formula for finding 100-baggers. 
But this checklist will help you sift through the many stocks 
on the market. If you have a stock that meets all these tests, 
then you have something worth a deeper look.
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