What To Include When Presenting A Stock Selection Guide (SSG)

  One of the requirements to become an Associate Partner of the Model Investment Club (MIC) is to present a Stock Selection Guide (SSG). The requirements for presenting an SSG for acceptance to the club are far different from the requirements for club members presenting a stock to the club for potential purchase, which would be a more extensive stock study.   The purpose of having a potential Associate Partner present an SSG, is to make sure that they understand that we will use the SSG as our primary tool, as recommended by BetterInvesting, and that each club member is capable of completing and understanding the basics of the SSG.  SSG judgments are always debatable, regardless of the experience level of the preparer, so this will not be an issue, as long as a thoughtful effort is made.  With this in mind, the following is a guideline for what to include when presenting an SSG.

1. A short profile of the company (How does it make money?)

2. SSG presentation to include:

a. Discussion of Page 1:

i. Insider ownership (high/low?)

ii. Institutional ownership (high/low?)

iii. Debt (high/reasonable?)

iv. Dilution (any?)

v. Latest Quarterly Results (are current growth rates keeping pace with historic growth?)

vi. Graph:

1. Are Sales, Pre-Tax Profits, EPS growing?

2. Are Sales, Pre-Tax Profit, EPS growing at the same rate?

3. Has the price been moving in tandem with the fundamentals?

vii. Historic Growth:

1. Is historic growth consistent with size of company?

2. Short explanation of projected growth rate judgments

b. SSG Section 2:

i. Pre-Tax Profit Margins (consistent/steady/up?  In-line/better than industry?)

ii. Return On Equity (consistent/steady/up?  In-line/better than industry?)

c. SSG Section 3:

i. Five-Year price history (trending up?)

ii. Five-Year EPS (steadily increasing?  Have they doubled in 5 years?)

iii. Five-Year High & Low P/Es (any outliers? Increasing/decreasing?)

iv. Comparing current P/E to Five-Year Average P/E (higher/lower/same? Is the stock  under-or over-valued?)

v. Dividends (If they exist, are they increasing?)

d. SSG Section 4:

i. Projected High & Low P/E judgments (in-line with historic P/Es?)

ii. Low Price judgment explanation

iii. Zoning (Is company a Buy, Hold or Sell?)

iv. Up-side/Downside Ratio (between 3-10?)

v. Price Appreciation (more/less than 100%?)

vi. Relative Value (between 80 –110?)

e. SSG Section 5:

i. Total Return (equal to/greater than 15%?)

3. General conclusion/recommendation of company

  Please submit a copy of your SSG to a club officer no later than the Wednesday prior to the club meeting so that copies can be made for distribution.  You may send either a paper copy or, if you would like, you can attach an exported file copy to an e-mail and send it to candaceb@charter.net .

  If you have any questions about your presentation, please contact Ginny Henderson at hginny@aol.com or Canadace Baker at candaceb@charter.net 

