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No investment recommendation is intended.

This is an educational demonstration.

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 are for illustrative 

purposes only and are not to be considered endorsed or recommended 

for purchase or sale by Manifest Investing or NAIC/Better Investing.   The 

views expressed are those of the instructors, commentators, guests and 

participants.  Investors should conduct their own review and analysis of 

any company of interest before making an investment decision.

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

portfolios or in those of their clients.  
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The Problem With PEG.  

One of the crucial influences on our stock 
study results is the forecast for the future 

P/E ratio.
 

• The relationship between P/E and growth 
(PEG ratio)

• As a guideline, OK ... but not really. The 
reality is one-size-clearly-doesn’t-fit-all ...



BetterInvesting National Convention

4



BetterInvesting National Convention

5

“The P/E ratio of any company that is fairly 

priced will equal its growth rate.  In 
general, a P/E ratio that is half the growth 
rate is very positive, and one that is twice 

the growth rate is very negative.” – One Up 
On Wall Street

PEG Ratio Recommendation

>200% (2.0x) Expensive

150% (1.5x) Consider Selling

100% (1.0x) Fairly Valued

~50% (0.5x) Attractive
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fool.com: Joseph Khattab, How Useful is the PEG Ratio? – 4/6/2006 
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PG Case Study
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PG Case Study
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We have been using PEG – as a guide post – for a long time ...
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1. The PEG ratio relies on the P/E ratio.

2. It looks both ways.  P/E in reverse, growth 

forward.

3. It punishes low-growth stocks.

4. The PEG ratio ignores dividend yield.

5. 5-year [EPS growth] estimates are bunk.

6. Sample sizes (# of rhinos) vary.

7. There is little/no consideration of risk.

fool.com: Joe Magyer, Dismantling the PEG Ratio? – 9/20/2008 
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Your choice of P/E (or the P/E range) has a significant impact on 
your return forecast for any stock study.

The Bottom Line: 5. Projected Annual Return (PAR)
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Using COST and a sales 

growth forecast of 8%
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For “g” = 5% and yield = 3%

Projected Average P/E = (1.5x)(5+3) = 12x
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hayekbg@charter.net
markr@manifestinvesting.com

1. It’s important to understand the relationship 
between growth and P/E.  When forecasting, 

consider industry, position in life cycle, quality ... 
while forming P/E expectations.

2. One size doesn’t fit all.  Not even hush puppies.
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Questions?

hayekbg@charter.net
markr@manifestinvesting.com
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