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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 
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.

• National Association of Investors™, BetterInvesting™ and the BetterInvesting™ Icon are 
trademarks/registered trademarks. All rights reserved. © 2021 BetterInvesting™.  

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

1. You need the money

2. Diversification/Rebalance

3. Stock has declining fundamentals; 
not meeting your expectations

4. Significant long-term bad news

5. Stock is overvalued

6. Improve portfolio future potential return
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1.  You Need the Money

 Personal: College, Home, Land, World Cruise, Boat, Computer, 
Living Expenses, etc.

 Club: A Member Withdrawal

The tougher decision might be….

WHAT to Sell
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2.  Diversification / Rebalance

• Stock as % of Portfolio

• Sector

• Company Size

• Growth Rate
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2. Diversification & Rebalance
- Stock as % of Portfolio
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Source: SSGPlus Portfolio Summary Report



2. Diversification & Rebalance
- Stock as % of Portfolio

• The ideal is equal weight.   (100 divided by # of stocks)
100 ÷ 14 = 7.1%

• A Reasonable range is for each stock is .5 to 1.5 times 
equal weight
Smallest Holding Threshold = .5 x 7.1% = 3.55% 
Largest Holding Threshold = 1.5 x 7.1% = 10.65%

• 12 members; Reasonable Range  3.55 – 10.65%
Smallest Holdings:  AFL (2.3%), VZ (1.4%), CTSH (1.2%), KO (.9%)
Largest Holding: MSFT (33.1%)
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2. Diversification / Rebalance
- What to do about Imbalance?
• Large Holdings

Sell ALL if significantly overvalued – PROFIT is not a dirty word.
Sell a portion if not significantly overvalued.
Don’t add to that position

• Small Holdings
Understand why a small holding – spinoff, building position, 
significant stock price decline (quality issues?)
Sell ALL if not a quality stock.
Add to the position if a quality stock.
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Source: SSGPlus Portfolio Report

2. Diversification & Rebalance
- Sector
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2. Diversification & Rebalance
- Same Industry

SELL ONE? -- Keep the BEST! 

Discount Stores
• Target – 6.6%

• Costco – 11.9%

Medical Devices
• Medtronic – 3.2%

• Stryker – 10.1%
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2. Diversification & Rebalance
-Size Diversification by Revenue

Sample Club: 100% in Large

Small (25%):      <$1 billion in Sales
Medium (50%):  $1 billion to $10 billion in Sales
Large (25%):      > $10 billion in Sales
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2. Diversification & Rebalance
- Growth Diversification - myICLUB

Puget Sound Model Investment Club
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2. Diversification & 
Rebalance
- Sample Portfolio 

Observations
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3.  Declining Fundamentals/ 
Not Meeting Your Expectations 

• Perhaps Most Important Reason to Sell
• Remember generally EPS follows Sales, 

Price follows EPS

Tools
• PERT Report
• Stock Selection Guide – SSG
• Quarterly Trend  (aka PERT-A)
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3. Declining Fundamentals - PERT Report

Quality Valuation
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3. Declining Fundamentals - PERT Report
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• Remember 
anything in Pink is 
flagged for 
investigation.

• Sort by TTM EPS 
% Change 

• Next step dig into 
SSG and News.



Stock Selection Guide:  
Key tool to evaluate fundamentals and valuation
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3. Declining Fundamentals on SSG 
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3. Declining Fundamentals on SSG 
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3. Declining Fundamentals 
- Quarterly Growth Trend (aka PERT-A)
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3. Declining 
Fundamentals 
on SSG 
- Summary of 
Sample Report
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4. Significant Long-term 
Bad News (2014)

• Microsoft News –
Good or Bad?

• Satya Nadella – New CEO 
– Enterprise Guy

• Success at integrating 
Nokia handset purchase?

• Decline of PC sales
• Windows 8/Surface/Phone 

not successful
Source:  Morningstar
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MSFT
2017 2023
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Source:  Morningstar



4. Significant Long-term Bad News
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5. Overvalued

• Taking profits is a good thing
• If you “love” the company, you can always buy it back again 

at a lower price.  Consider selling at least a portion.
• Tax consequences  

Tools
• PERT Report
• SSG signals:  

• High Current P/E  (Relative Value: >150%)
• Upside/Downside Ratio < 1.0
• Low Potential Return (< 5%)

• Value Line – The “Value Line” and Projected Total Return box
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5. Overvalued – PERT Report
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• Be sure SSG prices are 
updated before running 
report.

• Yellow highlights flagging 
valuation metrics to take a 
look at.

• Consider sorting by % Total
Return.



JNJ

5. Overvalued

.2 U/D
Acceptable?

.6 to 3.0% 
Return 

Acceptable?
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5. Overpriced? – Value Line

 Is the Projected Range of -1 to 4% Annual Return acceptable?
 Historically, the Low Projection is the mostly likely outcome.
 When the black dot is floating above the Value Line it is an indicator of overvalue

The Value Line
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5.  Overvalued
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6. Improve Portfolio Potential Future Return
• Look for the lowest potential returns and consider replacements.
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myICLUB
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• Portfolio Summary Report
includes Dollar-Weighted 
Averages

• Consider selling holdings 
with a Total Return below 
the portfolio average

• (And replace with 
something with a higher 
return.)



6. Improve Portfolio Potential Future Return
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Approach to Selling in Sample Portfolio?
• Start with 

declining 
fundamentals 
and/or lower 
returns.

• As you
reinvest those 
funds, keep 
diversification 
in mind.

• Diversification 
lower priority 
for reason to 
sell.
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• Yellow is highest priority to sell; then orange.  
• Wait on MSFT to see how you reinvest other funds.



Bad Reasons for Not Selling

• Emotional or psychological attachment.

• You hate to take a loss.

• You hate to admit to a mistake in the purchase.

• Remember the “Rule of 5”…of 5 stocks you purchase, it’s 
likely that:
 1 will outperform

 3 do about as expected

 1 will underperform
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When to Sell

1. You need the money

2. Diversification/Rebalance

3. Stock has declining fundamentals; not meeting 
your expectations

4. Significant long-term bad news

5. Stock is overvalued

6. Improve portfolio future potential return
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Question and Comments 
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