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• 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 BetterInvesting  / National Association of Investors . 

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.

• Securities discussed may be held by the instructors in their own personal portfolios or in those 

of their clients. BetterInvesting presenters and volunteers are held to a strict code of conduct 

that precludes benefitting 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.

• We may be recording this session for our future use. 

Disclaimer

National Association of Investors , BetterInvesting  and the BetterInvesting  Icon are trademarks/registered trademarks. 

All rights reserved. © 2022 BetterInvesting .  
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Agenda

•Why worry about quality and economic 
moats?

•What are economic moats (Moats)?

•Stock Selection Guide (SSG) Sections 
1+ 2 (Quality) = business models = 
potential economic moats.

•Moat details, concepts and ideas.

•Summary
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Warren Buffett on Quality and Moats

▪ “When we own portions of outstanding businesses with 

outstanding managements, our favorite holding period is 

forever.” Source: Letter to shareholders, 1988.

▪ “It’s far better to buy a wonderful company at a fair price than a 

fair company at a wonderful price.”  

 Source: Letter to shareholders, 1989.

▪ “Long ago, Ben Graham taught me that ”Price is what you pay; 

value is what you get.”  Whether we are buying socks or stocks, 

I like buying quality merchandise when it is marked down.” 

 Source: Letter to shareholders, 2008. 

Source: Berkshire Hathaway Annual Reports

Securities are for educational purposes only
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Performance of the Concept Over Time

Source: Van Eck.  Morningstar, June 2025.
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Batting Average of Wide Moat Focus 

Success vs S&P 500 Index

6

Source: Source: Morningstar, VanEck. As of 6/30/2025. Past performance is no guarantee of future results. Batting Average is 

measured by dividing the number of periods a portfolio or investment strategy outperforms a benchmark by the total number of periods. 

Batting Average: Morningstar Wide Moat Focus Index vs S&P 500 Index Monthly Frequency: 2/2007 - 6/2025.
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Batting Average is measured by dividing the number of periods a portfolio or 

investment strategy outperforms a benchmark by the total number of periods. 
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Wide Economic Moats – Sustainable 

and Competitive

7
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Economic Moat Thought Process

Source: Pat Dorsey, Morningstar.
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Moat Performance – No Moats Lose
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Securities are for educational purposes 

only

Source: Morningstar Magazine, August / September 2017.
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In Tough Times Wider Moats Help 

Securities are for educational purposes only

Source: Morningstar
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Wide moat stocks tend to 

rebound quicker due to 

mispricing of quality 

companies during sell-off.
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Wide Moats = Sustainable Competitive 

Advantage = Quality Stocks

• An economic moat (competitive advantage) allows a company 
to fend off competitors and earn sustainable excess 
economic profits. (Wide and Narrow)

• My belief: wide / narrow moats = higher margins, those 
leading to good quality stocks, but they must be purchased at 
a reasonable price.

• Section 2 of the Stock Selection Guide (SSG) is our Quality 
Section.  Spend time here to:

• Improve your returns.

• Retain good stocks over time.

• Determine when a company is past its prime.
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Moat and Margins

•The potential of wide moat stocks are intriguing. 

•Wide moat stocks should have higher margins over a 
longer time period. 
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Securities are for educational purposes only

Source: Morningstar Magazine, August / 

September 2017.
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Quality Analysis - SSG Style – 

Narrow vs Wide Economic Moat

13

Narrow Moat

Wide Moat
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Use the SSG to Find Excellent 

Management  or Quality

▪ Use Section 2 of the SSG to determine quality.  

▪ Two profitability measures – 

▪ Pre-tax profit margins 

▪ Return on Equity (ROE)

▪ One balance sheet analysis - Debt-to-Capital.
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The Financial Risk of Moats

• A weakening moat, margins or “Quality” can show in the 

stock price over time.

• No moat stocks can do well in the short run due to growth.

• Wide moat stock valuations can be too high and this is the 

concern of the quality stock investor.  
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Example of Losing an Advantage

• Intel is a leader in their industry, but the industry 

changed.  The chart is from 2003-17.

16

Securities are for 

educational purposes 

only
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A Wide Moat Is Similar to a Strong SSG

▪ Moats help identify sustainable competitive 

advantages.  

▪ By doing this work it can help:

▪ Support holding good quality stocks longer.

▪ Helps to understand your SSG numbers.

▪ Provides items to think about regarding whether 

your stock is losing their advantage.

Sections 1 & 2 of the SSG are how we analyze a 

company’s business model or moat.
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Solid Moat - What Do You Think?

▪ The last 5 years are down.  Interesting?

▪ The last year has recovery. 

▪ High pre-tax margin business model.
Knowing your company by understanding their 

business by doing additional analysis can help with 

winning stocks like ISRG and long term issues.
Securities are for educational 

purposes only 18
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Wall Street Worries over Margins and 

Earnings Growth = Opportunity

Opportunity - 

Know your 

company.  ISRG 

dropped from 

$198 to $115 

over two years.
Securities are for educational purposes only
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Solid Moat - What Do You Think?

▪ Margins peaked in 2012.   Recovering in 2021.

▪ Debt is rising.  Cash is held off-shore.

▪ High absolute profit margins and ROE. 

▪ I’m a leading consumer products company.

▪ I’m widely held in BetterInvesting – I’m Apple.

Securities are for educational purposes only
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Is This Additional Analysis To Your 

SSG Useful?

▪ It forces you to think about a company’s 

business - positives and negatives.

▪ Moats fall into 3 buckets: Wide -Narrow -None.

▪ By figuring out why there is a high margin or 

wide moat, and whether it is sustainable, this 

could be important to your stock.

▪ Competitive advantages identified by this 

research can protect high profit margins.
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Question Time

22
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Morningstar Moat Categories

•There are 5 categories.

•The three moat system should help you think about 

as they classify long term business models.

•Morningstar identifies wide moat stocks.

By learning more I can understand the stock’s long 

term business model and if it has a sustainable 

competitive advantage.  

I like the potential advantage of wide moat stocks 

and their performance.  
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Morningstar’s 5 Sources of Sustainable 

Competitive Advantage
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Source: Van Eck
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Moat Analysis – Network Effects Has 

Strong Performance

Securities are for educational purposes only
Source: Morningstar Magazine, August / 

September 2017. 25
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Definitions of Competitive Forces
26

Source: Investopedia, Morningstar.

Economic moat is a sustainable competitive 

barrier against competition.

• Network Effect – When the value of a product or service 

grows as its user base expands. Each additional customer 

increases the product’s or service’s value exponentially.  It is 

perhaps the strongest type of economic moat.

• Switching Costs – When a company has pricing power by 

locking customers into its unique ecosystem, they have high 

switching costs.  Payroll processing is an example.

Securities are for educational purposes only
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Definitions of Competitive Forces
27

Source: Investopedia, Morningstar.

The key of an economic moat is how long a 

company will keep competitors at bay.

• Intangible Assets - A broad category that includes 

brands, patents, and regulatory licenses.

• Low Cost Advantage – Ability to offer lower prices than 

your competitors for the same product or services. 

• Economies of Scale – Lower cost advantage typically 

comes from size or scale or “The Largest Player” in a 

smaller sector.  Spread the costs over your size.Securities are for educational purposes 

only
27



SF Bay Area Chapter Education Day – October 25, 2025

Morningstar’s Star and Moat Analysis

Securities are for educational purposes only

Source: Morningstar

You can get the economic moat analysis in 

their 10-12 page report.  Nice summary about 

the company’s economic moat.

Similar to 

our 

Upside-

Downside 

Ratio 

You get more stars when the 

current price is below Morningstar’s 

Fair Value.  Also if a stock price is 

way above Fair Value, you get fewer 

stars.
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Morningstar’s Price vs Fair Value

Securities are for educational purposes only

Source: Morningstar
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Economic Moats = Business Models

As an investor, I’m trying to find 

information that confirms or denies 

my beliefs about a company’s Moat 

by doing more research.
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How Do You Look a Bit Deeper?

▪ Go online to company’s websites.

▪ Review their home page to understand their 

message they are communicating.  

▪ Finally, go to the Investor page.

▪ Typically titled “Investor Information” or “Investor.”

▪ Look for an Investor Presentation.  

▪ Review other documents.
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Zoetis – ZTS – Moat Confirmation

Source: Company website 2025.. Securities are for educational purposes only
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*World’s leading animal health company advancing care for animals. 

*70 years of experience innovating a leading portfolio and pipeline of 

medicines, vaccines, diagnostics, and technologies. 

Did you know that this 

information is available on 

their website?
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The Main Concern as an Investor

Source: Morningstar.
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Stock ideas - MOAT – Van Eck Vectors 

Morningstar Wide Moat Index

34

Securities are for educational purposes only

Source: Van Eck.com.  

9/18/2025
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If You Want to Learn More?

Securities are for educational purposes only
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Summary

•Strong Moats = Strong business models = “Quality” 

stocks = Sustainable Competitive Advantage.

•To obtain this information – online libraries that 

subscribe to Morningstar and Schwab.

•Moat analysis is a good way to help support owning a 

stock and wide/narrow moat stocks can fend off 

competitors to earn excess profits.  

•Morningstar has found that cheap wide moat stocks is 

a good ownership process.
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Question or Comments?
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