	EDUCATIONAL PROGRAM FOR CLUBS (Using the NAIC Stock Selection Handbook) – Advanced Outline (rev. 7/6/04)

	This outline is designed for presentations of 15-20 minutes, including questions. Consider the experience of your club when determining the content of each lesson. This outline is designed for a club whose members understand the basics of the SSG and Value Line and who use the Toolkit software. It is suggested that the lessons be assigned to teams of two members who may present the topic using notes, overhead slides, blackboards, handouts, video-data projectors, etc. The club may wish to have copies of the handbook for everyone or may share several copies.

	Lesson and Title
	Subtopics
	Book Location
	Notes
	Month
	Team Assignment

	Lesson 1. Four Principles of NAIC Investing


	Overview: Invest regularly, reinvest all earnings, invest in quality growth companies, diversify
	Chapter 1 pp 3-7
	
	
	

	Lesson 2. Growth Companies
	What is a growth company? What is quality growth? What does a growth company look like?


	Chapter 1 pp 4-5

pp 15 and  35, Intro p 1
	
	
	

	Lesson 3. Diversification
	Diversifying by company size and industry; over-diversification, selling to maintain diversification


	Chapter 1 pp 6-7, 154, 156
	
	
	

	Lesson 4. Definitions of Advanced Terms
	Asset, balance sheet, book value, cash flow, current asset, current liability, current ratio, debt to equity ratio, dilution, dollar-cost averaging, earnings estimate, equity
	Glossary pp 179-182
	Choose from among the terms in the glossary. The club may wish to survey the club to determine needs in this area.
	
	

	Lesson 5. Definitions of Advanced Terms
	Inventory turnover, liability, net worth, normalized, PEG ratio, quick ratio, restated, shareholders’ equity, split, merger, unrealized capital gain, write-off
	Glossary pp 179-182
	Choose from among the terms in the glossary. 
	
	

	Lesson 6. Capitalization
	Volatility, preferred stock, common stock, % insider ownership, % institutional ownership, debt to capitalization (introduction)
	Chapter 6, pp 66-69
	
	
	

	Lesson 7. Debt and Dilution
	Good debt and bad debt, debt to capitalization, dangers of dilution, 

% potential dilution
	Chapter 7, pp 68-69
	
	
	

	Lesson 8. Historical Growth and Projecting Growth – the Graph (SSG Section 1)
	Graphs of growth companies, normal slowing of growth; historical trend lines, evaluating the graphs by estimating sales and earnings growth, making adjustments for irregular or slowing growth, estimating future EPS growth
	Chapter 8 pp 71-72, 80-83

Chapter 7, p 61 Chapter 10 pp 85-90
	
	
	

	Lesson 9. Evaluating Management (SSG Section 2A)
	Identifying good management, pre-tax margin 
	Chapter 11 pp 93-95 Chapter 7, p 62
	
	
	

	Lesson 10. Return on Equity (ROE) (SSG Section 2B)
	Importance, comparison to industry
	Chapter 11 pp 96- 97 p13
	
	
	

	Lesson 11. Evaluating Historical PEs and Projecting PEs (SSG Section 3-4)
	Reading Section 3, deciding which figures to throw out, descending and ascending PEs, elevated PEs; forecasting high and low prices, choosing a low price
	Chapter 12 pp 101-109
	
	
	

	Lesson 12. Upside-downside, Zoning, Relative value, (SSG Section 4)
	Setting the buy/hold/sell zones; upside-downside ratio, abnormally high upside-downside ratios; negative upside-downside ratios; relative value
	Chapter 13 pp 110-113
	
	
	

	Lesson 13. Five-year Potential (SSG Section 5)
	Dividends, yield, determining average annual and compound annual return
	Chapter 14 pp 114-117
	
	
	

	Lesson 14. Affordability
	Using the checklist on page 121 to determine affordability
	Chapter 15 pp 119-121
	
	
	

	Lesson 15. Beyond the SSG
	Using the checklist on page 122 to complete the company study
	Chapter 1, pp 122-123
	
	
	

	Lesson 16. Stock Comparison Guide
	Growth comparisons, management comparisons, other comparisons
	Chapter 16 pp 125-133
	
	
	

	Lesson 17. Annual Report
	Letter to shareholders, corporate profile, management discussion and analysis, financial statements and notes
	Chapter 22 pp 163-167
	
	
	

	Lesson 18. Annual Report
	Income Statement and Balance Sheet
	Chapter 23 pp 169-174
	
	
	

	Lesson 19. Annual Report
	Statement of Cash
	Chapter 24 pp 175-177
	
	
	


Available at www.better-investing.org. On the main page of the site click “chapters”, scroll down to Michigan and click on “Mid-Michigan”. Scroll down slightly and click on the Featured Article: “Some Ideas for Structuring Your Club’s Educational Presentations”. You will find a PowerPoint presentation and this outline in Excel format under files on the right side of the page.
