When doing a SSG there are several opportunities for judgment  - subjective decisions.

Adding Judgment is when you - “understand what’s happened in the past and use that understanding to project what will happen in the future.” The more conservative you are, the more likely you are to be "right." In other words, there'll be fewer unpleasant surprises and more bonuses.


Our aim is to find stocks to populate our portfolio that will contribute to a portfolio return that averages around 15%. This does not at all mean that every stock in our portfolio must expect that return. It simply means that the combined return should do it. 
GOLDEN RULE = When in doubt, throw it out!

Step 1 

Download the SSG data from the NAIC website.

Step 2 

Estimating future Performance
Estimating future revenue and earnings growth—Based on relevant historical growth, you will estimate future growth and, with that, estimate future earnings.

· Discounting early growth for young companies—Companies, especially in their early stages, grow very rapidly because the starting point from which growth is measured is low.  Such growth declines over time, eventually reaching a point where growth is sustainable year to year.

· Never estimate future sales or earnings growth to be higher than your relevant, historical growth. That should be your maximum. 

· Don't estimate any growth above a rate that you believe to be sustainable. Historically, growth above 20% has not been sustainable over the long haul.

· Earnings growth must parallel sales growth over the long term. Therefore, it's best that you never estimate the long-term future growth of earnings to exceed the growth of sales.

Step 3

Goto “SSG Graph” on your toolbar.  Look at the bottom of the page and look at the historical sales and earnings growth numbers. click “SSG Graph options” on the toolbar and put in your projection for future sales growth, earnings per share growth, and enter the current year earnings per share (this will be used as your forecasted low EPS). Then click ‘Close’.

Step 4

Goto “SSG Analysis” on your toolbar.  Now look at the price to earnings ratio section (3D.3E).  Look at all of the numbers and see if there are any that are far from the normal range (4 or more points either up or down).  If there are, click on them and they will be crossed out.  

Step 5 Picking a low price


It is recommended to use the “forecast low price”, this uses the most recent actual earnings for a conservative projection five years out.

Step 6 U/D ratio

You will look for an Upside/Downside ratio of 3 to 1 as the ideal; i.e., there is three times the reward as there is risk. You should be reluctant to buy the stock unless the reward is at least three times the risk.  A U/D ratio that is really high (eg. 13:1) could mean that some numbers need to be revised and a 2nd,3rd, or 4th look needs to be taken at the company.  Remember: When in doubt, throw it out!

