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10 good stocks unless they go up in price. If they go
® our losses fast... Letting losses run is
investors.”



INVESTMENT ANALYSIS OVER




General categories of analysis




Quantitative

specific qualities (prodt

> growth, industry,
management competence,

etc.)

m Example. Apple’s bra
difficult to measure,
vital key to its recent
success



“buying a part of the business”

To gauge stock value, calculate the value of the
business

Why¢ Strength of the underlying business, operations, and
lal position will determine demand of stock




Analyzing price and volume to gauge demand / supply of stock

ay afttention to underlying business
rs (institutions) are doing



1ental and technical analysis not necessarily mutually







Question 1: What does the company do and
1ow does it make moneye

> er assess the company and




A company'’s long-term success driven largely by ability
to develop and keep competitive advantage

It allows for sustainable growth in terms of profits, which
ately is beneficial for shareholders




Management important for steering a
company towards success

Best business models fail if leaders fail to execute the plan

les. Bill Gates, Steve Jobs




Learning about the indusiry gives deeper understanding of @
company'’s financial health

Industry Characteristics: Is industry early stage or late stage?
ill there be future demand for this industrye Are people
e industry?




Internet (financial websites)
Read profiles and search news relating to the stock
Reuters, MarketWatch, Yahoo Finance, Hoovers,

westors.com, Google Finance, Forbes, MSN Money

n their websites
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Buylng stfock curren’rly priced lower than ifs
alue— what it should be worth

‘s
/ i



Company XYZ is currently trading at $20

After due diligence, you conclude it is worth $30

mption 1: Price of stock may not reflect its true




Lower P/E ratio relative to competitors, industry,
and market

High ROE (relative) — hopeftully, showing
Increasing trend

Low debt / equity ratio

INs high — increasing trend

e
= )

VALUE INVESTING

GENERAL QUANTITATIVE GUIDELINES



“Margin of Safety”

Buy stocks that have a big enough discount to leave
room for some error

SE 7% discount threshold




Buy companies you feel comfortable investing over the long-term

You're buying a piece of a business

~ Well-known companies with good growth prospects



The Little Book of Value Investing

Christopher Browne

t: Finding Stocks with Earnings Power for







or the stream of dividends they can




Annual Dividends / Share Price
measure how much cash flow getting for each dollar invested

Example. Two companies pay annual dividends of $1 /




Fundamental Analysis continued
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