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Research by Morningstar: overview methodology 
Morningstar is a leading provider of independent invest-

ment research with around 8,000 employees globally. 

Morningstar has been selected as a provider for equity 

research on individual global stocks. Within our universe 

we use Morningstar as our primary provider for European 

(ex-Benelux), Asian and US-listed stocks.

Morningstar uses stars to rate stocks, with 1 star being the 

worst and 5 stars being the best. The star rating is based 

on the analyst’s estimate of how much a company’s busi-

ness is worth per share (i.e., Fair Value Estimate). Stocks 

trading at meaningful discounts to the Fair Value Estimates 

receive high star ratings. Yet, stocks that trade significantly 

above their fair value estimate will receive a low star rating, 

no matter how good the business model is perceived by 

Morningstar analysts. 

Economic moat
The Morningstar Economic Moat Rating is an assessment 

of the quality of a firm’s sustainable competitive advantage. 

The outcome is measured by three ratings: (1) none, (2) 

narrow, and (3) wide. The stocks that are rated with a wide- 

or narrow-moat are generally considered superior invest-

ments. To gain a narrow or wide moat rating, a company 

requires two major things: (1) the prospect of earning 

above-average returns on capital, and (2) some competitive 

edge that prevents these returns from quickly eroding.

Uncertainty rating
Besides an economic moat, also an uncertainty rating is 

set. To derive the uncertainty rating, Morningstar analysts 

consider factors such as sales predictability, operating 

leverage and financial leverage. Analysts then classify their 

ability to bound the Fair Value Estimate for the stock into 

one of several uncertainty levels: (1) low, (2) medium, (3) 
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high, (4) very high or (5) extreme. The greater the level of 

uncertainty, the greater the discount to fair value required 

before a stock can earn 5 stars, and the greater the premium 

to fair value before a stock earns a 1-star rating. 

Translation to ABN AMRO recommendations
We use a rating system in order to arrive at a Buy/Hold/

Sell recommendation. Morningstar’s 5-star rating system is 

being translated to ABN AMRO’s Buy/Hold/Sell recommen-

dation in the following way (see Figure 1).

New thresholds
In order to prevent a continuous change of ratings, a threshold 

of 3 percent was introduced in 2014. Currently, the 3 percent 

threshold is the same for every stock in the investment 

universe. So for companies to which Morningstar assigns a 

low uncertainty, as well as for companies with a medium, 

(very) high and even extreme uncertainty. This threshold still 

led to significant rating changes. Especially for companies 

with a high or very high uncertainty rating. New thresholds 

have now been set, based on the uncertainty rating, in order 

to reduce the ‘flip-flopping’. These new thresholds will be 

effective from 1 January 2022 (see Figure 2).



Recommendation Description Translation to ABN AMRO
Outperform Performance expected to exceed that of the benchmark index, sectoral 

(large caps) or other (small and mid-caps)

Buy

Neutral Performance expected to be comparable to that of the benchmark index, 

sectoral (large caps) or other (small and mid-caps)

Hold

Underperform Performance expected to fall short of that of the benchmark index, secto-

ral (large caps) or other (small and mid-caps)

Sell

Uncertainty rating New threshold
Low 2.50%

Medium 3.50%

High 5.50%

Very high 7.50%

Extreme 10.00%

ABN AMRO – Oddo BHF: overview methodology 
Oddo BHF is an independent Franco-German financial-

services group focusing on private banking, asset manage-

ment, and corporate and investment banking. In 2020 ABN 

AMRO and Oddo BHF entered into a strategic partnership 

to combine their equity-brokerage services in the Benelux, 

but also with the ambition to extend their partnership to the 

German market. This formed the joint venture named ABN 

AMRO-Oddo BHF, with both parties having an equal share. 

Valuation method
Target prices are established on a 12-month timeframe. 

Three valuation methods are used to determine them: 1) the 

discounting of available cash flows using the discounting 

parameters set by the Oddo Group and indicated on Oddo 

BHF’s website. 2) the sum-of-the-parts method based 

on the most pertinent financial aggregate depending on 

the sector of activity. 3) Oddo uses the peer-comparison 

method which facilitates an evaluation of the company rela-

tive to similar businesses, either because these companies 

operate in identical sectors (and are therefore in competi-

tion with one another), or because these companies benefit 

from comparable financial dynamics. A mixture of these 

valuation methods may be used in specific instances to 

more accurately reflect the specific characteristics of each 

company covered, thereby fine-tuning its evaluation.

Risk classification
The opinions expressed in the financial analysis are opinions 

as per a particular date (i.e., the date indicated in the finan-

cial analysis). The recommendation can change owing to 

unforeseeable events which may, for instance, have reper-

cussions on both the company and on the whole industry.

Translation to ABN AMRO recommendations
ABN AMRO-Oddo BHF’s stock market recommendations 

reflect the relative performance expected for each stock on 

a 12-month timeframe (see Figure 3).

FIGURE 2: NEW THRESHOLDS PER 1 JANUARY 2022

 Source: Morningstar, ABN AMRO Private Banking

FIGURE 3: ABN AMRO-ODDO BHF STOCK MARKET RECOMMENDATION AND TRANSLATION TO ABN AMRO

Source: ABN AMRO-ODDO BHF, ABN AMRO Private Banking
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General
The information provided in this document has been drafted by ABN AMRO Bank N.V. (“ABN AMRO”) and is intended as general infor-
mation and is not oriented to your personal situation. The information may therefore not expressly be regarded as a recommendation 
or as a proposal or as an offer to 1) buy or trade investment products and/or 2) procure investment services nor as investment advice. 
Decisions made on the basis of the information in this document are your own responsibility and at your own risk. 

Although ABN AMRO attempts to provide accurate, complete and up-to-date information, which has been obtained from sources that 
are considered reliable, ABN AMRO makes no representations or warranties, express or implied, as to whether the information provided 
is accurate, complete or up-to-date. ABN AMRO assumes no liability for printing and typographical errors. The information included in 
this document may be amended without prior notice. ABN AMRO is not obliged to update or amend the information included herein.

Liability
Neither ABN AMRO nor any of its agents or subcontractors shall be liable for any damages (including lost profits) arising in any way from 
the information provided in this document or for the use thereof.

Copyrights & distribution
ABN AMRO, or the relevant owner, retains all rights (including copyright, trademarks, patents and any other intellectual property right) 
in relation to all the information provided in this document (including all texts, graphic material and logos). The information in this 
document may not be copied or  published, distributed or reproduced in any form without the prior written consent of ABN AMRO or the 
appropriate consent of the owner. The information in this document may be printed for your personal use.

US Person
US Securities Law Disclaimer
ABN AMRO Bank  is not a registered broker-dealer under the U.S. Securities Exchange Act of 1934, as amended (the ‘1934 Act’) and 
under applicable state laws in the United States. In addition, ABN AMRO is not a registered investment adviser under the U.S. Invest-
ment Advisers Act of 1940, as amended (the ‘Advisers Act’ and together with the 1934 Act, the ‘Acts’), and under applicable state laws 
in the United States. Accordingly, absent specific exemption under the Acts, any brokerage and investment advisory services provided 
by ABN AMRO, including (without limitation) the investment products and investment services described herein are not intended for 
U.S. persons. Neither this document, nor any copy thereof may be sent to or taken into the United States or distributed in the United 
States or to a US person.

Other jurisdictions
Without limiting the generality of the foregoing, the offering, sale and/or distribution of the investment products or investment services 
described herein are not intended  in any jurisdiction to any person to whom it is unlawful to make such an offer, sale and/or distribution. 
Persons into whose possession this document or any copy thereof may come, must inform themselves about, and observe any legal 
restrictions on the distribution of this document and the offering, sale and/or distribution of the investment products and investment 
services described herein. ABN AMRO cannot be held responsible for any damages or losses that occur from transactions and/or 
services in defiance with the restrictions aforementioned.

Sustainability Indicator
Sustainability Indicator Disclaimer 
ABN AMRO  has taken all reasonable care to ensure the indicators are reliable, however, the information is unaudited and subject to 
amendment.  ABN AMRO is not liable for any damage that constitutes from the (direct or indirect) use of the indicators. The indicators 
alone do not constitute a recommendation in relation to a specific company or an offer to buy or sell investments. It should be noted 
that the indicators represent an opinion at a specific period of time considering a number of different sustainability considerations. The 
sustainability indicator is only an indication regarding the sustainability of a company within its own sector.


