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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.
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Disclaimer
• 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.
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Session Overview

• Review role of SSG in stock selection 
and portfolio management

• What the Preferred Procedure really is

• Explore ways to use data services to 
verify and validate our SSG judgments
– Value Line

– Morningstar Premium Service

– Finance Yahoo

– Manifest Investing
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More about our “Stars”

• All except Finance Yahoo (and basic 
Morningstar.com) are pay subscription 
services

• Value Line
– Free reports on the Dow 30

– Available through many public and school 
libraries

• Morningstar Premium
– Available through some brokers

– Available through some libraries
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• “Expected 
Income 
Statement”

• Based on four 
judgments

Preferred Procedure – What It Is
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Four main judgments Expected Income 
Statement

1

2

3

4

Preferred Procedure – What It Is
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• “Graphical” 
Expected 
Income 
Statement

• Same four 
judgments

16,300.0

1

2

3 & 4

Preferred Procedure – What It Is
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Preferred Procedure – Why It’s Better

• Helps us understand the company’s 
business model
– How management turns sales into EPS

• Allows us to make more rational, and often 
easier, judgments

• Lends confidence to your EPS projection
– Makes explicit judgments that are always 

implicit
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The Implicit Made Explicit

• Up, straight, 
parallel

• Easy to 
project?

• But what are 
you 
assuming?
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• Historical sales often more consistent 
than EPS
– Thus growth rate can be easier to project

• Allows us to rationally project EPS to increase 
faster than sales where it makes sense

• Also better in “change situations”, e.g.
maturing company, change in business cycle 
(recession adjustment), mergers or spin-offs

Why It’s Better
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Completing the SSG – Preferred Procedure

• Past Class on “Preferred Procedure 
Simplified”

https://attendee.gotowebinar.com/recording/1428008727154732295
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Completing the SSG – Preferred Procedure
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– Open Preferred Procedure Calculation dialog box
• Enter tentative sales growth and pre-tax profit margin 

projections

• Project tax rate

– I generally use management’s projection (if any) or 
Value Line projection unless it’s unusual

• Project shares outstanding

– Observe historical trend

– Test Value Line projection for reasonableness

• Consider 2nd Opinions for sales growth and pre-tax 
profit margin

Completing the SSG – Preferred Procedure
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Value Line as a Data Source
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• Tax rate 
using 
VL

16

Value Line as Source for Tax Rate
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• Formula:
19980/13.50 = 1480.0 

shrs.

Value Line as Source for Projected  
Diluted Shares

VL projected net profit / VL 
projected EPS = Projected 
Diluted Shares
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• Check other Sales and EPS opinions
– Consensus analyst estimates

• finance.yahoo.com

– Value Line

– Morningstar analyst reports (Premium only)

– Company guidance (if any)

Confirming Your EPS Projection
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• Consensus analyst estimates: 
finance.yahoo.com

Confirming Your EPS Projection
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Confirming Your EPS Projection

• Look for significant changes in analyst 
projections (even short-term) as 
potential red flags
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Value Line as Second Opinion
• Value Line projections fit SSG Visual Analysis 

especially well (current and next FY), 3-5 year
projection corresponds to last year on SSG
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• 5-Yr. Growth Using VL
• Formula:
(45800/61000)^.25-1 = 7.4%

• Google “CAGR Calculator”
Today: 
https://www.thecalculatorsite.com/fin
ance/calculators/cagr-calculator.php

Value Line as Second Opinion
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• Pretax Profit Margin 
Using VL

• Formula: Net Profit 
Margin / (1-Tax Rate)

32.8/(1-.13)=32.8/.87= 
37.7%

Value Line as Second Opinion
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• Average P/E 
ratio using VL

• Consider 25% 
higher for high 
P/E

• And 25% lower 
for low P/E

24

Value Line as Second Opinion
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• Growth projection (if any) usually found in section of 
Analyst Report discussing Value (9.7% over 5 yrs. here)

Morningstar as Second Opinion

Subscription-
based site
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Morningstar as Second Opinion
• Operation margin is also 

often found in section of 
Analyst Report discussing 
value 

– As defined by 
Morningstar (but not all 
sources) similar to BI 
Pre-tax profit margin for 
companies without a lot 
of interest expense

Subscription-
based site
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www.ManifestInvesting.com

Subscription data and education website
30-day free trial; $9/month or $40/year
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Manifest Investing – Stock Studies

“Preferred 
Procedure”

Sections 4 & 5; 
“Valuation & 
Return”
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Connecting Manifest Investing to the SSG

“Preferred 
Procedure”
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Connecting 
Manifest 

Investing to the 
SSG
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Manifest Investing as Second Opinion

Subscription-
based site
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Bonus Time – No Extra Charge
Portfolio-Centered Decision-Making

• Emphasizes portfolio characteristics with those of 
individual stocks secondary

• Lends focus and simplicity to portfolio management 
decisions
– Impact on portfolio expected return
– Impact on portfolio quality

• Helps take emotion out of selling

Is far from “new,” but rarely taught before now
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• Make buy/accumulate/sell decisions based 
on how they impact quality of portfolio as a 
whole
– Diversification for example

– But no BetterInvesting tool quantifies quality 
for easy tracking or comparison

– Manifest Quality Ranking makes this easy

Bonus Time – No Extra Charge 
Portfolio-Centered Decision-Making
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• We’ve seen what the Preferred Procedure 
is

• Why it’s really “preferred”
• How we can be more confident of our SSG 

judgments using outside datasources
– Value Line
– Morningstar
– Finance Yahoo
– Manifest Investing

Summary
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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!
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Questions or Comments?

celynch@att.net
Cy Lynch
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Upcoming Schedule 
May 20, 2021; 8:30 p.m. ET

A Taste of BINC
A plateful of tasty bits to whet your appetite for the main 

course in Dallas, Texas, October 21-24, 2021

70th BINC 

www.betterinvesting.org/events


