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Disclaimer
o 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 BetterInvesting. Investors should conduct their own 

review and analysis of any company of interest before making an investment decision.

o 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. 

o 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 may be recorded for future use. 
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Being Conservative Is NOT a Virtue When Buying Stocks

A) Uncertain of judgments?

B) Risk avoidance?
I was conservative 

in my judgments…

Judgments should be REASONABLE…

Not conservative
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Avoidance of Risk vs. Seizure of Opportunity

Thomas Phelps (1901-1992), “100 to 1 in the 

Stock Market”, 1972. pg. 24.

Fallacy:  “Avoidance of risk is more important than seizure of 

opportunity!”

Corollary: Do you…

 Overemphasize the risks of stocks to study?

 Underweight the cost of not buying?
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Prologue: Basic BI Investing Concepts

1. You Ignore the Visual Analysis (Primary) to Focus on Some Shiny 

Object (Secondary) 

2. Taking Just a Few Points Off the Historic Rates

3. Not Changing Your Projection Starting Point

4. Failing to Believe a Good Company Can Sell at a High Price

5. Setting Risk to a Global Pandemic

6. Coming to the Wrong & Conservative Conclusion

Six Signs of a SSG That’s Too Conservative
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Prologue: Basic BI Investing Concepts

The BetterInvesting Approach
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BetterInvesting  Stock Selection Guide® 

Organizes all the research you 

gathered to determine the 

answers to two key questions:

1) Is this a quality growth 

company?

2) Is the company selling at a 

fair and reasonable value 

(price)?
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SSG Users Project Out Five Years

Up to 10 Yrs. 

of History

5 Years 

Ahead

BI Members:

Look back 10 years

to check 
performance in good 
and bad times. 

Look forward five 
years to project 
future value.

A bad quarter or 2 
may be insignificant 
over 15 years…
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1. You Ignore the Visual Analysis (Primary) to 

Focus on Some Shiny Object (Secondary)

Returning to the Way the Founders Did SSGs
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Overreliance on Secondary Sources

Some give summaries of the most recent quarterly updates (Short term results!)

All give growth estimates—some for 3-5 years, some for 2 years

YOU STILL NEED

Review of the visual analysis for past years

Additional research: what makes the company tick

Value Line CFRA
Member 

Sentiment

ACE 

Estimates
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Is This a Quality Growth Company?

If yes, how would you draw the projection line five years into the future?

Six Signs of a SSG That’s Too Conservative, By Kevin Gillogly 11



Historic Performance Gives Clues 

To Your Future Growth Estimates

o Look at 10-year performance

o Look at 5-year performance

o Look at 3-year performance

o How do they compare?

o  Are the rates of growth similar? Increasing? Decreasing?

o  Is growth more consistent as the time periods shorten?
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Measuring The Strength of Growth: 10 Years

Historic Sales Growth: 19.3%“To measure the strength of 

growth, you will need a line that 

sums up the trend of growth over 

the period for which you have 

data.” Take Stock, pg. 92

The Trend Line is the light-colored 

line that shows the growth trend.

Annual Sales trendline touches 8 of the 10 years

Annual EPS trendline touches 5 of 10 years. 

Historic EPS Growth: 26.4%
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Measuring The Strength of Growth: 5 Years

Historic Sales Growth: 17.1%

Delete the oldest 5 years.

How steady is the 

performance?

How confident are you in 

making future performance 

projections?

Annual Sales trendline touches 4 of the 5 years; 

Annual EPS trendline touches 3ish of 5 years. 

Historic EPS Growth: 24.8%
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Measuring The Strength of Growth: 3 Years

Historic Sales Growth: 10.5%

Annual Sales trendline touches 3 of the 3 years; 

Annual EPS trendline touches 0 of 3 years

Historic EPS Growth: 14.1%

With a shorter time, 

does trend line touch 

more data points?

How is recent 

performance?

What does this say 

about the future?
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You May Also See Just the Numbers…

Pro Tip: If you prefer 

to see the numeric 

trend then open the 

EPS growth tab and 

click on Sales or EPS 

Growth Trend. Click

10-year

5-year

3-year

1-year

Last Quarter
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BetterInvesting  Stock Research Form

This…

Before this…

BI Members Only access
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Choose What’s Reasonable…

NOT 

“What’s the Most Conservative?”
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Next Stock Study – Try These Techniques

1. Set the Projection Line using the strength of growth based on the 

timeframe (10 yrs, 5 yrs, 3 yrs) that best fits this stock

2. Use strength of growth before reading about the company

3. Then research the company

4. Re-adjust the SSG based on your research

5. Think out five years into the future.

Five Years Allows Us to Visualize Both Good Times and Bad Times

Solutions to Point #1 
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2. Taking Just a Few Points Off 

Historic Growth Rates

The Insidious Way You Talk Yourself Out of Buying a Company

Six Signs of a SSG That’s Too Conservative, By Kevin Gillogly 20



“Taking Just a Few Points Off Historic Growth 
Rates”

oYou drop your growth rates: WHY? Is this still a quality growth 
company? 

o  If not, don’t reduce projections! Discard!

o  If yes, shaving off points can result in losing out on a high-quality stock.

o  Solution: Trust your visual analysis!
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“Taking Just a Few Points Off 
Historic Growth Rates”

What research prompted projections:

Resulting in 33% less in future sales over 
the past 10 years?

And 45% less in future EPS over the same 
time period?

“Is this a quality growth company?”

  If “no” then discard.

  If “yes”, why the pessimism? 
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Effect of Lowering Sales & EPS Projections To Avoid Risk

5-Year Historic Rate Partner’s Risk Avoidance Projection 
-53%

-63%
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Next Stock Study – Try These Techniques

1. Don’t blindly select a few points less than historic levels.

2. Use Strength of Growth before you do any reading about 

the company.

3. Then read up on the company. Know what you own. 

4. Return to your SSG and adjust your projections.

5. Think out five years into the future.

Five Years Allows Us to Visualize Both Good Times and 

Bad Times

Solutions to Point #2 
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3. Not Changing Your Projection Starting Point

Accounting For an Outlier in the Most Recent Year
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Why We Eliminate Outliers

Historic EPS Growth: 16.2%

Historic Sales Growth: 11.1%

“It’s important to eliminate irrelevant data in order to properly measure historical 

growth and to provide a reasonable starting point for estimating future 

growth.” (emphasis added)

-- Take Stock pg. 103

Historic EPS Growth: 34.5%

Historic Sales Growth: 11.8%
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When To Change Your Projection Starting Point

Or When the Current Quarter Is an Outlier 

1. Is the latest quarter (or more) part of a “new normal” or just a blip on 
the chart? Is this still a quality growth company? (Add note to 
future self!)

2. Use the Strength of Growth / Trendline to see which starting point 
makes the most sense.

3. Remember to Think Out Five Years into the Future

Five Years Allows Us to Visualize 

Both Good Times and Bad Times

Six Signs of a SSG That’s Too Conservative, By Kevin Gillogly 27



What is the Correct Projection Starting Point?
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Projecting Growth Rates off a Down Quarter / Year

Three options to set projection starting point.

Up, Straight & Parallel: Use “Quarter”

o Allows a full five years for projections

Vs.

o Annual: In this case a 4-1/2 year projection

o Trendline: In this case a 4-1/2 year projection
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Projecting Growth Rates off a Down Quarter / Year

Starting from the last quarter:

 

 Full 5-year projection

 Starting point is low: $1.39

 Result is 5-year EPS of $2.21

Starting 

Point

Full 5 Yr. 

Projection

$2.21$1.39

Is this reasonable?
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Projecting Growth Rates off a Down Quarter / Year

Pro Tip: Projected EPS results 

have a major impact results on 

the Valuation & Return tab.

Starting from the Annual Data:

 4-1/2 year projection 

 Starting point $7.75

 Result is 5-year EPS of $12.31

Starting 

Point

4 ½ Yr. 

Projection$7.75

$12.31

Is this reasonable?
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Projecting Growth Rates off a Down Quarter / Year

Pro Tip: Review this Doug Gerlach webinar from the start of the 

pandemic – June 22, 2020 – where he talks about projecting from a 

down year.  

The Annual and the Trend Data –

 Both start with the last fiscal year (2022) 

 Both will end at the 2026 Fiscal Year

 Difference: End of trendline in 2022

Starting with 2022 Trendline:

 Start: $6.40

 End: $10.16

$10.16$6.40

Starting 

Point

4 ½ Yr. 

Projection
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Comparing Results Based on Starting Point

Actual EPS result (projection) is on both

 Analyze Growth & Quality and Valuation & Return Sections

Result

Big Impact. What’s Reasonable?
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Impact On Your Valuation and Return

High & Low Price Five Year Potential

Quarterly Starting Point

Annual Starting Point
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Impact On Your Valuation and Return

High & Low Price Five Year Potential

Trendline Starting Point

The only change in judgment is where we started our projection from 

(Quarterly, Annual or Trend).

If you believe MU is a well - managed company, and the latest quarterly 

figure is a one-time occurrence then you might want to be patient with 

management.
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Next Stock Study – Try These Techniques

1. Select and compare results from different projection starting points

2. Always ask, “Is this a Quality Growth Company?”

o Wildly erratic lines: A cyclical company? A company to discard?

o Is recent bad quarter an outlier?

3. Read Up on the Company. 

4. Return to your SSG and adjust your starting projection point.

5. Remember to Think Out Five Years into the Future

Five Years Allows Us to Visualize Both Good Times and Bad Times

Solutions to Point #3 

Six Signs of a SSG That’s Too Conservative, By Kevin Gillogly 36



Let’s Break For ….
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4. Failing to Believe a Good Company Can 

Sell at a High (P/E) Value

Your Potential Price Appreciation is Set to Never

Ticker: COST

Six Signs of a SSG That’s Too Conservative, By Kevin Gillogly 38



Price Appreciation Comes From Two Sources

Forecasted High P/E in Sec. 4Future EPS Growth in Sec. 1 Ticker: COST

If 5-yr Est too low

> High price too low

> Company can be permanently 

in the HOLD Zone
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Ascending Historic P/Es

Ticker: COST

“When P/E ratios are increasing, the average high and low P/Es are the conservative choice. 

Although P/E ratios are headed up, they can’t continue in that direction forever. The average 

high and low P/Es in this case will be less than the most recent year’s P/Es.” SSG Digital 

Handbook, pg. 46
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Lower Future P/Es = P/E Contraction

oYour choice: Your high P/E is lower than the current market P/E

oYour choice means: Company needs phenomenal EPS growth or a 

high payout ratio (or both) to get out of the Hold zone

Charles Schwab:

oBest way to assess a company’s P/E:

oCompare “the company’s P/E to its historical P/E range”

oCompare “the company’s current P/E to other companies in the same 

business or industry group”
Source: Charles Schwab article
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Finding a “Never-Buy” Quality Growth Company

1. Choose too low a projection 2. Choose too low a P/E
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Is the Current P/E (Value) a New Normal?

oSituation: High P/Es rose each year from 30 (2017) > 41 (2021).

oCurrent P/E 47.

oChoosing average high P/E of 35.8 ignores

  the upward trend of the P/E growth.

oP/E choice of 35.8 means future value ~24%

  lower than today’s value. 

What’s Reasonable?
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Look at the 10 Year P/E (Value) History: New Normal?

What’s Reasonable?

Six Signs of a SSG That’s Too Conservative, By Kevin Gillogly 44

Ticker: COST



10 Years of P/Es (Value) Visually

What’s Reasonable?
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10 Years of High and Low Price

How Much has the Price gone up in the 

past 10 years? 

Are you missing out by being 

Conservative?

Or will you seize an Opportunity?
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Next Stock Study – Try This Technique

1. Is this a high-quality growth company? If not, discard immediately!

2. If Potential Price Appreciation is less than 50% try a more optimistic 
SSG. Try and seize an opportunity.

o Consider raising forecasted high earnings (Sec. 1) and / or

o Consider raising forecasted high P/E 

3. Goal is a price appreciation (Evaluating Risk at a Glance) > 75%.

4. Compare the 2 SSGs. Which one is more reasonable?

5. Remember to Think Out Five Years into the Future

Five Years Allows Us to Visualize Both Good Times and Bad Times

Solutions to Point #4 
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5. Setting Your Downside Risk to a Global Pandemic

Stop Being Chicken Little

Ticker: MSFT
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Selecting the Future Low Price Has a Major 

Impact On….

1) The Zoning 

 (Buy, Hold, or Sell) 

and

2) The Upside / Downside Ratio

 (Potential Gain vs Risk or 

Loss)

Ticker: MSFT
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“If the low price is not set correctly 

then the Upside / Downside Ratio is 

meaningless.”

Solution: When setting your low price select a figure that allows for downside risk 

but not Armageddon.

Ed Chiampi, Florida Director, in BI Magazine April 1998
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Blindly Selecting Sec. 4Ba
Can Make Your SSG Too Conservative

Ticker: MSFT
Be Reasonable!

Why should 

MSFT’s Future 

Price be 50% less 

than current 

Price?

Six Signs of a SSG That’s Too Conservative, By Kevin Gillogly 51



What is Too Low?

o BI members avoid setting a low price higher than 80% of the 

current price.

o We have no standard for too low.

o If it is a high-quality company then question any low-price estimate 

more than 50% lower than of the current price.

o Current price $100.57 x 50% = $50.28

Too Cautious???
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Next Stock Study -- Try These Techniques

1. Try Thinking About The Company Itself

o Quality company = cut some slack; Declining company = discard

2. We expect downside risk. We won’t think the sky is falling every year.

3. If the latest quarters are positive then set the low price closer to the 
upper limit (80% of the current price) than the unofficial lower limit 
(50% of the current price).

4. Do a more optimistic SSG. Which is more reasonable?

5. Remember to Think Out Five Years into the Future

Five Years Allows Us to Visualize Both Good Times and Bad Times

Solutions to Point #5 
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6. Coming to the Wrong & Conservative Conclusion

You Wanted to Buy Stocks to Protect Against Inflation

Ticker: MDT
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Total Return vs. Projected Average Return

oTotal Return (TR) is our calculation when everything is going well. 

oProjected Average Return (PAR) is our calculation when everything 

is going average.

oIf things are going wrong -- SELL
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When Total Return (TR) and Projected Average 

Return (PAR)  Are Near Each Other

Why This Happens: 

Either / Or

o Your P/Es in Sec. 4 are too 

close to each other.

o Too conservative P/Es in 

Section 4.
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When Forecasted P/Es Are Too Close Together

Chose High P/E of 30, but average 

High P/E was 36.4.

Chose Low P/E of 26.8, but average 

Low P/E was 23.2.

Chosen P/Es of 30 and 26.8 too 

close together.
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Price Appreciation Comes From 2 Sources

If you are cautious / conservative in setting your future Sales 

and EPS, then you will get a lower future earnings.

If you are cautious / conservative in setting your Forecasted 

High and Low P/Es, then you will get lower P/E expansion or 

worse P/E contraction.
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Next Stock Study -- Try These Techniques

1. Think about the company itself

o Quality company = cut some slack. Declining company = discard.

2. Whenever your TR and PAR converge

o Either your forecasted High P/E is too low

o Or your forecasted Low P/E is too high – or both

3. How will this company will perform when things are going well (TR)?

4. Return to your SSG and adjust your projections

5. Remember to Think Out Five Years into the Future

Five Years Allows Us to Visualize Both Good Times and Bad Times

Solutions to Point #6 
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Are Your Judgments Too Conservative

Trying It All Together
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If You Have One of These Six Signs…

o …. You Might Be Ok with your judgments.

o Two (of the six) signs
o  Still stop and think. Are my judgments unreasonably conservative?

oThree (of the six) signs
o  Am I missing out on an investment that other investors like and who might make money 

on?

oFour (of the six) signs
o  Reach out to your study buddy / club member / trusted source because something is 

off.

oFive or six signs
o  You Probably Entered The “I Really Don’t Want to Buy Stocks” Zone. 

Six Signs of a SSG That’s Too Conservative, By Kevin Gillogly 61



Being Conservative Is NOT a Virtue When Buying Stocks

A) Uncertain of judgments?

B) Risk avoidance?
I was conservative 

in my judgments…

Judgments should be REASONABLE…

Not conservative
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Avoidance of Risk vs. Seizure of Opportunity

Thomas Phelps (1901-1992), “100 to 1 in the 

Stock Market”, 1972. pg. 24.

Fallacy:  “Avoidance of risk is more important than seizure of 

opportunity!”

Corollary: Do you …

 Overemphasize the risks of stocks to study?

 Underweight the cost of not buying?
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Any Questions
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