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When You Don’t Trust The Visual 

Analysis With Own Your Eyes

Or You Don’t Know The Company 

& The Industry



Disclaimer
o The information in this presentation is for educational purposes only and is not 

intended to be a recommendation to purchase or sell any of the stocks, mutual funds, 

or other securities that may be referenced. The securities of companies referenced or 

featured in the seminar materials are for illustrative purposes only and are not to be 

considered endorsed or recommended for purchase or sale by BetterInvestingTM 

National Association of Investors Corporation (“BI”). The views expressed are those of 

the instructors, commentators, guests and participants, as the case may be, and do 

not necessarily represent those of BetterInvesting. Investors should conduct their own 

review and analysis of any company of interest before making an investment decision.

o Securities discussed may be held by the instructors in their own personal portfolios or 

in those of their clients. BI presenters and volunteers are held to a strict code of 

conduct that precludes benefiting financially from educational presentations or public 

activities via any BetterInvesting programs, events and/or educational sessions in 

which they participate. Any violation is strictly prohibited and should be reported to the 

CEO of BetterInvesting or the Director of Chapter Relations. 

o This presentation may contain images of websites and products or services not 

endorsed by BetterInvesting. The presenter is not endorsing or promoting the use of 

these websites, products or services. 

This session is being recorded for future use. 
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Are You Willing to Learn
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Download the handout

Grab some paper and a pen

Write notes to your future self

“Tell me and I forget. 

Teach me and I remember. 

Involve me and I learn.”

-- Benjamin Franklin



v. Navigating the Handouts and Question Panel

Preliminary 

4
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Using the Control Panel to Troubleshoot / 

Finding The Slides

oHere is a 4-minute video on getting 

started.

oAudio Problems?

oCheck your computer audio settings, first.

oLook at Help

oLook at your Audio settings

oDon’t forget to download the handouts
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This is called your 

Control Panel

https://www.youtube.com/watch?v=IQ3Xwwgbd8Y
https://www.youtube.com/watch?v=IQ3Xwwgbd8Y
https://www.youtube.com/watch?v=IQ3Xwwgbd8Y
https://www.youtube.com/watch?v=IQ3Xwwgbd8Y
https://www.youtube.com/watch?v=IQ3Xwwgbd8Y


Adjusting Your Screen Size and Asking Questions

oIf you are having trouble seeing things 

on the screen because the print size is 

too small to read you can adjust the 

size to make it larger and therefore 

easier to read

oUse the “+/-” button on the control panel

oHow to ask questions

oWhen we respond you will see an icon in 

the upper right with a number inside a 

reddish orange circle.
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When the Slides Are Too Hard To Read
1

2

3
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o Sometimes these slides are too hard to read.

o I get it

o Try downloading the presentation and open it as a 

PDF (Portable Document Format)

o Follow these 3 steps

o 1) Open and look at the top of the page under 

what is called the banner.

o 2) Default is set to “Fit Width”

o 3) Select a larger magnification level such as 

275% or larger until you can read everything.
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What We Will Cover

A SECOND LOOK AT QUALITY, BY KEVIN GILLOGLY

1. How BI Members Determine Quality

2. What Happens When The Lines Are 
Good But Not Great

3. When Visual Analysis Leads to a 
Conundrum

4. Using a Secondary Quality Metric

5. Financial Health Grade Examples

6. Tying It All Together

7. Recap

8. Appendix
oThe Semi-log Graph

oAdjusting the Lines on the SSG

oBrief review of the other Quality Metrics 

oCurrent Stocks Ideas Using Quality Metrics
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“Time is on your side when 

you own shares of superior 

companies.”

-- Peter Lynch

1. How BI Members Determine Quality
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BetterInvesting  Stock Selection Guide® 
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Organizes all the research you 

gathered to determine the 

answers to two key questions:

1) Is the stock a quality growth 

stock?

2) Is it selling at a fair and 

reasonable value (price)?
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Up, Straight and Parallel
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Up (growing), 

Straight (consistency), 

and Parallel (possibly 

well managed). 

To understand why we 

use this form (called a 

semi-log graph) see 

Appendix i.



Visual Analysis is Graphing 

Ten Years of the Income 

Statement AND Stock 

Price Data
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Sales (Top Line)

Expenses

Pre-Tax Profit

Taxes and 

Shares Outstanding

Earnings Per Share 

(Bottom Line)
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Consider Adding the 

Net Income Data to 

Your Visual Analysis
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Pro Tip: You have the option of adding the Net Income to 

the visual analysis. Visual Analysis looks purdy… pretty. Is 

this easier to read and interpret? To learn how to adjust the 

lines look at Appendix ii.

Sales (Top Line)

Expenses

Pre-Tax Profit

Taxes

Net Income

Shares Outstanding

Earnings Per Share 

(Bottom Line)
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2. What Happens When The Lines Are Good But Not Great?
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KLA is large company that improves 

the quality of semiconductor chips 

doing what is called “process control”.

KLA Corp. had up, straight and parallel lines until this year. What 

happened? Is it a short-term trend or the beginning of a slow 

decline? Is it because KLAC is in a cyclical industry? Investigate. 

https://www.investopedia.com/terms/c/cyclicalstock.asp#:~:text=Cyclical%20stocks%20are%20known%20for,on%20them%20during%20a%20recession.


Constructing a Stock Study is a Scavenger Hunt 

for Adults
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If you like “whodunits”, 

puzzles, mysteries or  

figuring things out then you 

will be a success in as in 

investor… IF you take the 

time to learn.

The Reward is More Money in Your Portfolio



All Examples That Have 

the Visual Analysis Will 

Also Have the Company 

Description
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Consider this a programming note.

Now back to the presentation.



Say your Visual Analysis is good-to-excellent, 
but the stock is overvalued.

Just like buying a home in a good neighborhood you 
will generally pay a premium to acquire high quality 
companies.

Or

Your Visual Analysis is less than ideal but the 
stock could be “on sale”.

A Home that has a few blemishes, but you think it is a 
good value. You just aren’t sure.

Then

Time to hire a home inspector for stocks.

3. When Visual Analysis Leads to a Conundrum 
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BI Ticker Heat Map
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Popular on the Ticker Heat Map (a top 100 

stock that BI members are looking at) but 

the lines are erratic.



BI First Cut
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Three people inside the BI community thought 

enough of this company to complete a stock study 

and probably like this stock. But why?



BI Stock To Study (STS)

20A SECOND LOOK AT QUALITY, BY KEVIN GILLOGLY

A monthly selection from seasoned investment professionals 

using BI methods who think this stock could double in value 

in the next five years. Featured July 2024



BI Undervalued Feature (UVF)
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A monthly selection from seasoned investment professionals 

using BI methods who think this stock could appreciate by 

15% over the next 18 months. Featured July 2024. 



The Barb Wire Fence

o If the company is not a quality growth 

company, then the figures you generate 

for determining a fair value (price) will be 

faulty.

o IOW the worse the company appears in 

the first question the better it will appear in 

the second question. 
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Who do you call? 
o The Ghostbusters

o Phone-A-Friend (A Stock 

Study Buddy)

o Ignore the signs and plow 

ahead on your own.

o Call a home inspector (as a 

Reliable Resource)



How About a Home Inspector?

o Where is the home inspector when 
you need one?

o If I am going to spend my valuable 
free time doing stock research, I 
want to make sure the foundation is 
solid.

o How does a regular person know 
all that?

o Get a second opinion.

o From someone trustworthy

o We need a stock inspector instead 
of a home inspector. 
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Refer to the Peter Lynch quote 

on slide #9.



“Never invest in a company without 

understanding its finances. The biggest 

losses in stocks come from companies with 

poor balance sheets.”

4. Using a Secondary Quality Metric 
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Peter Lynch, Beating the Street
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Proprietary Quality Metrics from Reliable Sources

o All four of them (VL, CFRA, 
Morningstar and Manifest) 
have some type of quality 
metric(s)

oThese quality metrics are non-
price dependent (e.g., there is 
no “Buy”, “Hold”, or “Sell” 
ratings to them).

oThey look backward at the 
fundamentals, mostly the 
balance sheet, and determine 
if they are financially sound.
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How to Use the Morningstar Financial Health Grade

o As a double check of the visual analysis.

o This is a non price dependent (no Buy, Hold or Sell) metric.

o BI added the Financial Health Grade a few years ago. 

oCan Screen on it

oTo Learn More

oBackground materials from Morningstar in 2008.
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When There Is No 

FAQ Available How 

Do I Find This 

Information?

https://gladmainnew.morningstar.com/directhelp/Methodology_StockFinancialHealth.pdf
https://gladmainnew.morningstar.com/directhelp/Methodology_StockFinancialHealth.pdf


Become a Modern Day Tom Sawyer 
Using Other People to Do Your Work  

o As the CEO of your Investment Portfolio, you 

need a reliable Executive Assistant (EA).

oYour EA needs to help you during your 

investment research. 

oYour EA needs to ask questions.

o This is where doing Search Engine queries are critical.

o Not every search result will yield results.

o Expect to run into some dead ends along the way.

o  Using the power of the search engine you can 

find your information quickly without having to 

slog through a bunch reports.
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My search query was: Morningstar 

Financial Health Grade



Morningstar Metrics are part of the Online Tools

o Comes from Morningstar 

data, to learn more about 

the Financial Health 

Grade click here.
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Source: BI Online Tools Screen as of 6/18/24

https://awgmain.morningstar.com/webhelp/glossary_definitions/indexes/stkstockgrades.htm#:~:text=The%20Morningstar%20stock%2Dgrading%20system,of%20companies%20within%20their%20sector.


Be Selective With These Secondary Quality Metrics

o Your Primary Quality Metric should 

be your Visual Analysis

o Pick one secondary resource to be 

your confirmation to what you see in 

the Visual Analysis

o Know what you can and can’t get 

from these secondary quality metrics

o The quality metric is a 2nd opinion 

not the “Be all and end all” of your 

investment study
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If you want to learn a bit about other 

quality metrics go to Appendix iii.



Let’s combine the Visual 

Analysis with a 

Secondary Test of Quality 

(Morningstar Financial 

Health Grade). 

You decide which stocks 

you like.

5. Financial Health Grade Examples

30
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Companies With An “F” Financial Health Grade
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This is an easy company to 

discard. 

222 Companies Have a F Financial Health Grade 

(out of 5,548 US Stocks in the BI Database) or 

7.9% of the entire stock universe. 



Companies With An “D” Financial Health Grade
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976 Companies Have a D Financial Health Grade 

(out of 5,548 US Stocks in the BI Database) or 

17.6% of the entire stock universe. 

Only slightly better than F 

companies. Still this company 

is an easy company to discard. 



Companies With An “C” Financial Health Grade
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2,219 Companies Have a C Financial Health Grade (out of 

5,548 US Stocks in the BI Database) or 39.9% of the entire 

stock universe. 

Minimum Level of Quality 

IMVHO. 



Companies With An “B” Financial Health Grade
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1,175 Companies Have a B Financial Health Grade (out of 5,548 US 

Stocks in the BI Database) or 21.1% of the entire stock universe. 

B Companies Have a History of 

Good Finances. Can tolerate 

less than ideal visual analysis. 



Companies With An “A” Financial Health Grade
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526 Companies Have an A Financial Health Grade (out of 

5,548 US Stocks in the BI Database) or 9.5% of the entire 

stock universe. 

A Companies Have a History 

of Very Good Finances. Can 

withstand less than ideal 

visual analysis. 



Time For Some
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“By asking some basic questions about companies, 

you can learn which are likely to grow and prosper, 

which are unlikely to grow and prosper, and which 

are entirely mysterious.”

6. Tying It All Together 

37
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Peter Lynch, One Up On 

Wall Street, pg. 74



How The Morningstar Financial Health Grade Helps

o A cross-check after you conduct a 
Visual Analysis

o  Trusted and reliable

o Have a criteria for visual analysis

o Have a criteria for your secondary 
Quality metric

o  Maybe no less than a Financial Health 
Grade of C; or

o  If the Visual Analysis lines are somewhat 
erratic, then you might want to require a 
higher Financial Health Grade of B or 
better.
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Morningstar Financial Health Grade 

is found in the BI Online Tools only. 

You will not find these quality 

metrics on a stock report for any 

company you are studying. 

Finding Quality Companies

✓ Visual Analysis

✓ Reliable Quality Metric



If you think out 

five years, then 

you avoid fixating 

on the most 

recent quarter and 

recent stock 

news.

Financial Health Grade Helps You Think Long-Term
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5 Years Ahead
Up To 10 Years 

of History
A Reliable Quality Metric 

is most helpful when the 

Visual Analysis gives you 

pause. 



Two Other Ways to Use the Financial Health Grade
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Wireless Handsets in the semiconductor industry is a growing field. 

The semi-conductor industry is highly cyclical. EPS growth is 

possibly low double digits, and it might be on sale. 

A Reliable Quality Metric does 

wonders if:

1) don’t really know the industry; 

or 

2) the entire industry is beaten 

down.

https://www.investopedia.com/terms/c/cyclicalstock.asp#:~:text=Cyclical%20stocks%20are%20known%20for,on%20them%20during%20a%20recession.


Double Check Your Evaluate Management Assessment
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BMY 

MRK

AMGN

Grade: B

A Reliable Quality Metric is also helpful when conducting a peer comparison. Add it when you 

look at PTP, ROE and Debt to Capital. Strongest company is most likely to survive. 

Grade: A

Grade: C



A Quality Metric Helps You Modify Your Judgments
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This was a recent discussion 

in one of my clubs. Was the 

judgments the partner used 

too optimistic, just right or too 

cautious? 



“Stock picking is both an art and a science, but too much of either is 
a dangerous thing. A person infatuated with measurement, who has his 
head stuck in the sand of balance sheets, is not likely to succeed…On 
the other hand, stock picking as art can be equally unrewarding. By art, 
I mean the realm of intuition and passion and right – brain 
chemistry…[believing in the] knack…[or following a] hunch. Those who 
hold this viewpoint tend to prove its validity by neglecting to do research 
and ‘playing’ the market, which results in more losses…My stock 
picking method, which involves elements of art and science plus 
leg-work, hasn’t changed in 20 years.” (emphasis added)

7. Recap 

43
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Peter Lynch, Interview in 2002



Recap
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o Is your head swimming? Do you feel overwhelmed?

oSolution: Tackle each section individually.  Practice it with each stock you do 

before moving to the next section. Each section is designed to incorporate what 

was learned in the previous sections.

oPoint One: The key point of the Visual Analysis is being able to tell the 

difference between a straight line and crooked line. Then whether the line 

slopes up or down. The less words you need to describe the growth of the 

company the better.

oPoint Two: Use a quality metric as your cross check.

oPoint Three: The point of the SSG is to make a series of educated guesses 

about the company that will help us to identify well managed growth companies 

selling at a reasonable price.
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A SECOND LOOK AT QUALITY

When You Don’t Trust The Visual Analysis With Own Your Eyes

45

Kevin Gillogly

DC Regional Chapter

Digging.Into.BI@gmail.com



i. The Semi-log Graph and How to Use It

8. Appendix 
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Why Use the Semi-Log Graph?
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Pro Tip: Per cent (or percent) is 

really saying per 100. Latin, cent (a 

hundred). Percentage is a great 

way to compare things of differing 

sizes.  
A semi-log graph is best used to visualize the 

percentage change over a period of time.

Same data: In a linear graph the slowing of growth is 

not so obvious as a semi-log graph.

Linear Graph
Linear

Logarithmic Semi-Log Graph

Linear
Linear

A SECOND LOOK AT QUALITY, BY KEVIN GILLOGLY

https://www.mathsisfun.com/percentage.html
https://www.mathsisfun.com/percentage.html


5 Reasons to Use a Semi-Log 

Graph for LT Investing
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This is Northrup Grumman Corporation, 

a large sized company focusing on 

global aerospace and the defense 

industry. 

1) A trend line moving up from lower left to 

upper right is a growing company;

2) A straight trend line depicts compounded 

growth at a consistent rate;

3) If all three trend lines (Sales, PTP and 

EPS) are parallel you might have a well 

managed company; 

4) You can fit more data on a smaller chart; 

and

5) A semi-log graph, because it uses 

percentages, is excellent to use when 

comparing competitors and industries.
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ii. Making your SSG graph look clean and organized

8. Appendix 

49
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Visual Analysis is Graphing Ten Years 

of the Income Statement

50

Sales (Top Line)

Expenses

Pre-Tax Profit

Taxes and 

Shares Outstanding

Earnings Per Share 

(Bottom Line)
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Plus up to 10 years of Stock Price history 



Getting the Visual Analysis Lines to Look Purdy
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Pro Tip: When you 

open a new stock study 

in SSG Plus you get (by 

default) the Sales, PTP, 

EPS and Price Bars. 

When the data is loaded 

the relationship between 

the 52-week price bar 

and the blue EPS line is 

set to cross whenever 

the P/E is 10.

If mess up and want to restart 

just start over by clicking here. 

This is how your Visual Analysis will look when you first open it in SSG Plus. 
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Getting the Visual Analysis 

Lines to Look Purdy

52

Pro Tip: To move the lines up to match the Income 

Statement use your mouse and hover over the 

darker historic line. When you do the mouse will 

give you  

Now move the line up or down to 

match the order of the Income 

Statement on Slide #53. 

Moving the lines will have ZERO 

impact on the percentages on the 

graph.
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A Clean and Organized 

Visual Analysis

53

Sales (Top Line)

Expenses

Pre-Tax Profit

Taxes

Net Income

Shares Outstanding

Earnings Per Share 

(Bottom Line)

Pro Tip: Now you have the option of adding the 

Net Income to the visual analysis. Visual Analysis 

looks purdy… pretty. Is this easier to read and 

interpret? Don’t move the EPS line as it relates 

to the Price bar. 
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iii. Brief review of the other Quality Metrics 

8. Appendix 

54
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How To Use The Value Line Quality Metrics

o Value Line has two metrics that 
are address quality

oFinancial Strength (FS) – Nine 
grades from A++ (highest) to C 
(lowest). It is a measure of their 
financial condition of the balance 
sheet

oSafety Rank – Five grades from 1 
(safest) to 5 (least safe). It is a 
measure of their risk.

oValue Line tends to favor FS of 
B++ or better and a Safety Rank 
of 1 or 2.
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Source: VL Screen as of 12/3/23



How To Use The CFRA Quality Metric

o CFRA has one quality 

metric

oSPGMI Quality Grade – 

Nine grades from A+ 

(highest) to D and NR 

(lowest). It is a measure of 

their financial condition and 

their earnings power.

oCFRA has screens that 

tend to favor Companies 

with a B+ or better.
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Source: Net Advantage Screen as of 12/3/23



How To Use Additional Morningstar Quality Metrics

o  Morningstar has two additional 
quality metrics
o Economic Moat – Three levels (Wide 

Moat, Narrow Moat, and No Moat). It is a 
measure of their profit margins and 
financial condition.

o Capital Allocation – Three levels 
(Exemplary, Standard, and Poor). It is a 
measure of management’s ability to 
allocate its limited capital.
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Source: Morningstar Screen as of 12/3/23

o In perfect world, look for Wide 

Moats with an Exemplary Capital 

Allocation. However, those companies 

are rare (156/ 1,905 = 8.2%) and not 

always “on sale” (approx. 4%).



How To Use The Manifest Investing Quality Metric

o  Manifest Investing has two ways to 
determine quality
o Quality – A score from 100 (highest) to 0 

(lowest). It is built on four major 
characteristics of a company: Financial 
Strength, Earnings Stability, Relative 
Sales Growth, & Relative Profitability.

o Core Score – A combination of three 
metrics (Quality, Earnings Stability and 
Financial Strength). Range of scores are 
300 (highest) to 0 (lowest).

oManifest considers Quality > 80 (top 
quintile) or  a Core Score > 225 as 
being among the high quality, lower 
risk stocks to study.
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Source: Manifest Screen of Core Scores as of 07/24/24



iv. Some Stock Ideas Using Quality Screen … plus a 

good Financial Health Grade

8. Appendix 

59
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BI Pre-defined Screen, 

as of 24Jun28
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Three Stock Ideas That Pass The Pre-defined Quality Screen 

& an A Financial Health Grade
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These are NOT Buy recommendations. Please do your own research 

but these stocks do cover many of the points discussed today. 

Ticker: UNH Ticker: MPWR Ticker: SSD
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