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Disclaimer

 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 BetterInvestingTM. 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.  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. 

 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. 2
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Allen Holdsworth

 MAD Investment Club- 25 yrs.

 Illowa Buy-States Chapter Director-22 yrs.

 Current Heart of Il. Director

 BIVA Board-11 years

 Taught at 12 BINC’s 
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NYSE Dec. 29, 2006
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4 Keys to a Great Portfolio!

 Based on 90+ 
portfolio reviews 
over the last 8 
years
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Four Keys to a Great Portfolio

 Keys to improve every portfolio

 Club and personal
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Step #1

 Do NOT Fall in 
Love With Your 
Stocks!!!

 They do not love 
you back!!
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Step #2

Use your 
Stock 
selection 
Guide (SSG)
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Step #3

Buy and 
Hold

 As long as it 
makes sense!
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Step #4

Don’t be 
afraid to 
sell!!
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Portfolio Management

Clubs usually buy companies 
that are OK- but not always

Clubs hang on too long when 
things change
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Step #1

 Member crying

 Past doesn’t matter

 Wait till rises?

 Better off 
elsewhere?
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You are just dating!!!!

NO!!!YES!!
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 The real key as to whether to keep a stock 
is how you think it will perform in the 
future!!!

 It may have been great in the past but 
what comes next?
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Step #2

Use your stock 
selection guide 
(SSG)
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Step #2

Find good quality growth 
companies

Front page

Section 2A and 2B
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Which looks better?  This?
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Or this?
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Front Page

 The second company shows 
years of consistent, steady growth

 We should have much more 
confidence in the estimate we 
make
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Judgment Items
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Recent 
quarter

PERT 
A

Front 
page

Analysts

Value 
Line

Other 
Data
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Step #2

Pay a reasonable price
Often pay too much

Section 3
Watch Price/Earnings Ratios 
(P/E Ratio)
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P/E Ratios in Section 3

 Eliminate outliers

 P/E expanding - use average

 P/E shrinking - use most recent or even 
lower

 Maximum high P/E of 30 (1.5 or 2X times 
growth rate)
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P/E Ratios

 Biggest mistake is paying too 
much

 Be realistic and conservative on 
P/E ratios in section 3
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$12

26.3

$31

$10.60
11 to 1 
U/D
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$12

15

$18

$61/1 U/D
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Be Reasonable

 Avoid over-paying 

 Good surprise better than bad

 Big difference on P/E ratios
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Questions?
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Step #3

Buy and Hold

Not Buy and 
Forget
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Step #3

 Buy and Hold - as long as it makes sense

 Update each quarter

 Check analysts expectations

 Watch U/D ratio

 Remember Key #1

29

BetterInvesting National Convention

Watch the SSG

 Check for problem areas
 Most recent quarter results

 Visual analysis of front page

 PERT-A form

 Check management

 Analyst’s forward projections
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Check most recent quarter
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Look at the front page
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Watch your P/E Ratios
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Section 3 of the SSG

 Declining P/Es - use most recent

 Rising P/Es - use average

 Don’t be afraid to throw out the odd P/Es
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Stock Selection Guide

 Easy way to check on companies
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Questions?
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Step #4

 Don’t be afraid to 
sell

 Set guidelines for 
selling
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Always 
remember 
Rule #1
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Don’t fall in 
love with 
your stocks!!
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When to Sell

 Selling is the hardest part of 
investing

 Remember Key #1

 Sell 20% of your stocks every 
year?

1 in 5 underperforms
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Reasons to sell

Need cash

Fundamentals worsening

Stock is fully priced - Diebold example

Better value elsewhere!!!!!
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Reasons to sell

Stock has become overweighted

Company is going to be acquired

Want to take a capital loss
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Do a new SSG before selling

 Be more optimistic

 Is bad news temporary?

 Wait for next quarter results

 Do you have a replacement in mind?

 Price follows fundamentals - eventually
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Sell signals NOT on the SSG

 Management changes

 Company cuts its dividends

 Competition growing

 Product pipeline deteriorating
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Sell signals NOT on the SSG

 R&D budget decreasing

 Problems on financial statements

 Value Line safety 4 or 5

 VL financial strength below average
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When NOT to Sell

 Price has not moved

 Because of a paper loss

 Because of a paper gain

 Temporary bad news

 Just to do something

45

BetterInvesting National Convention

See how selling and adding can 
improve your portfolio

 Keep a watch list of 
stocks

 Do a challenge of an 
existing stock

 Portfolio tools on 
Toolkit and the online 
SSG let you see how 
it can change

 Consider challenging 
the lowest U/D stocks
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What if?

 You buy a stock today

 In 6 months it doubles in price

 Hold?

 Sell?

 Sell half?
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The 4 Steps Keys to a GREAT Portfolio

1. Don’t fall in love with 
your stocks

2. Use your SSG

3. Buy and Hold as long 
as it makes sense

4. Don’t be afraid to sell
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Questions?
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Allen Holdsworth

 aajje@frontiernet.net

 309-781-7873
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Make A Difference In 
Someone’s Life

If you have benefited from
BETTERINVESTING,

please pick up some
BETTERINVESTING

materials

and introduce others to this dynamic 
investment education opportunity!


