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What	  You’re	  About	  to	  Hear	  

•  First	  Part	  
– Why	  Fundamental	  Analysis	  
– How	  to	  Combine	  with	  Technical	  Analysis	  

•  Second	  Part	  
– Stock	  SelecGon	  Guide	  (SSG)	  	  
– Examples	  Using	  the	  SIG	  SoPware	  
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Combining	  Fundamental	  with	  Technical	  Analysis	  

Fundamental	  Analysis	  evaluates	  a	  company's	  financial	  strength	  and	  potenGal	  
for	  increasing	  profits	  
Technical	  analysis	  anGcipates	  investor	  demand	  for	  the	  stock	  by	  looking	  for	  
paWerns	  in	  price	  movement	  and	  trading	  volume.	  
Using	  both:	  	  fundamental	  to	  find	  companies	  worth	  buying	  (or	  selling)	  and	  
technical	  to	  pinpoint	  the	  right	  Gme	  to	  make	  investment	  decisions.	  
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Features	  of	  Fundamental	  Analysis	  
•  Fundamental	  Analysis	  (FA)	  looks	  for	  companies	  that	  will	  have	  long	  

term	  success.	  	  
–  Data	  comes	  from	  Balance	  Sheet	  and	  Income	  Statements,	  and	  
the	  mulG-‐year	  history	  of	  these	  reports	  

•  FA	  uses	  historical	  data	  and	  projects	  a	  company’s	  	  
–  Stock	  valuaGon	  versus	  its	  intrinsic	  value	  	  	  
–  Business	  performance	  (sales	  growth,	  earnings	  growth)	  
–  Management	  performance	  (	  Profits	  on	  Sales,	  EPS/Book	  Value,	  
Debt/Equity)	  

–  Risk	  /	  reward	  	  (	  upside	  /	  downside	  analysis)	  
–  Projected	  yield	  and	  annual	  returns	  
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Features	  of	  Technical	  Analysis	  
•  Technical	  Analysis	  (TA)	  evaluates	  securiGes	  by	  analyzing	  market	  

price	  and	  volume	  history.	  	  
–  TA	  uses	  charts	  and	  other	  tools	  to	  idenGfy	  paWerns	  that	  suggest	  
future	  price	  acGvity.	  

–  TA	  assumes	  all	  Fundamental	  informaGon	  is	  included	  in	  the	  
market	  price	  of	  the	  stock	  	  

–  A	  key	  advantage	  of	  technical	  analysis	  is	  that	  it	  applies	  to	  all	  
markets	  so	  you	  don't	  need	  to	  an	  expert	  in	  any	  one	  market	  

•  TA	  provides	  Gmely	  informaGon	  
–  It	  depends	  on	  market	  data	  that	  can	  change	  completely	  if	  key	  
levels	  of	  support	  or	  resistance	  are	  breached,	  while	  	  
fundamentals	  can	  persist	  for	  quite	  a	  long	  Gme.	  

5/27/13	   5	  Combining	  Fundamentals	  with	  TA	  



TA	  and	  FA	  EffecGveness*	  

TA	  is	  most	  effecGve	  in	  the	  
short-‐term	  and	  less	  effecGve	  
in	  the	  long-‐term.	  	  
	  
FA	  is	  most	  effecGve	  in	  the	  
long-‐term	  and	  less	  effecGve	  in	  
the	  short-‐term.	  
	  
The	  ability	  to	  perform	  both	  
analyses	  gives	  investors	  and	  
traders	  flexibility	  throughout	  
each	  Gmeframe.	  

Fundamental	  
Technical	  

*	  Phillip	  Davis,	  Techical	  vs	  Fundamental	  Analysis,	  SeekingAlpha.com,	  Feb	  2010	  
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Using	  the	  Best	  of	  Both	  

•  Use Fundamental Analysis to ""
–  Select stocks based on Quality of Its Projected Growth and 

Management (of Company’s Financial Performance )"
–  Assess whether a stock is overvalued / undervalued relative to 

its intrinsic value"

•  Use Technical Analysis to ""
–  Time the entry of stocks passing the FA filter"
–  Manage the investment as market and stock prices change"
–  Time the exit of the investment	  
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How	  I’m	  Using	  the	  Best	  of	  Both	  

•  Add	  SSG	  data	  fields	  to	  AmiBroker	  for	  Stock	  
Screening	  and	  Ranking	  
– 5	  yr	  ProjecGons	  of:	  	  

•  Up/Down	  RaGo,	  Projected	  High	  and	  Low	  Price	  
•  Total	  Return	  %	  
•  EPS	  Growth	  %	  

•  Display	  on	  Charts	  -‐	  Projected	  High	  and	  Low	  
Price	  
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Part	  2	  

– Stock	  SelecGon	  Guide	  (SSG)	  	  
– Examples	  Using	  the	  SIG	  SoPware	  
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Using	  the	  Stock	  Selec7on	  Guide	  (SSG)	  

•  To	  Adequately	  Apply	  FA	  to	  separate	  “good”	  
stocks	  from	  “bad”,	  one	  needs	  data	  from	  5-‐10	  
years	  of	  company	  reports.	  
– Not	  worth	  the	  work	  to	  do	  this	  manually	  

•  The	  SSG	  was	  developed	  by	  the	  NaGonal	  
AssociaGon	  of	  Investors	  CorporaGon	  (NAIC)	  	  
– As	  a	  Standard	  Method	  of	  evaluaGng	  stocks	  for	  this	  
purpose	  

– And	  Now	  the	  Computer	  will	  help	  with	  the	  tedious	  
work	  of	  collecGng	  the	  data	  and	  compleGng	  the	  form.	  
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What	  is	  the	  SSG?	  

•  A	  two	  sided	  paper	  form:	  
– To	  aid	  individual	  investors	  in	  the	  fundamental	  
analysis	  and	  selecGon	  of	  stocks.	  	  

– To	  idenGfy	  the	  characterisGcs	  of	  a	  growth	  stock,	  
and	  plot	  potenGal	  future	  growth	  from	  the	  
historical	  trends.	  	  

– To	  help	  determine	  a	  reasonable	  value	  for	  the	  
stock,	  suggesGng	  purchase	  when	  the	  stock	  is	  
temporarily	  on	  the	  cheap	  side	  of	  a	  value	  
assessment.	  
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BeWer	  InvesGng	  Form	  
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(1) Historical Sales Growth = 10.16% (3) Historical EPS Growth = 10.29%
(2) Estimated Sales Growth = 10.00% (4) Estimated EPS Growth = 10.00%

ACE 5-year EPS Growth Estimate: 9.9%

Recent Quarterly Results

Earnings
Sales          Per Share
 ($M)                ($)   

Latest Quarter 12216.00 0.46

Year Ago Quarter 11588.00 0.40

Percentage Change 5.42% 15.00%

Latest Quarter: 04/30/2013

Stock Prices
Current Price = $23.95 52 Week Range = $14.96 to $24.25
Exchange: NASDAQ
Industry: Communication Equipment

Share Data Authorized Issued
Preferred:
Common: 5387.000 5329.000

Dilution: 58.000Preferred Stock Dividend: 

Debt ($M): 16248.00
% Total Cap.: 22.24%

Printed: 05/21/2013   10:47 PM      Prepared by: BobK      Using The Stock Investment Guide by Churr Software

Cisco Systems  (CSCO)  -  05/20/20132  EVALUATING MANAGEMENT

% Pretax Profit on Sales
(Net Before Tax/Sales)
% Earned on Invested
Capital (EPS/Book Val)

% Debt to Equity

2003

26.6

12.5

0.0

2004

31.7

18.3

0.0

2005

32.5

24.0

0.0

2006

27.1

22.6

26.1

2007

27.3

22.6

20.5

2008

25.9

22.5

18.3

2009

21.5

15.7

26.4

2010

23.5

17.2

27.4

2011

20.0

13.6

34.2

2012

22.7

15.4

31.4

5 Yr Ave

22.7

16.9

27.5

Trend

FLAT

DOWN

UP

3  PRICE & EARNINGS HISTORY

Current Price: 23.95 52 Week High= 24.25 52 Week Low= 14.96

Average Price Earnings Ratio: 17.1 Current Price Earnings Ratio: 13.3
Current PE Ratio Based on Current EPS [$1.80]
Projected PE Ratio of [12.1] Based on Projected EPS [$2.0]

Year High Price Low Price EPS PE High PE Low Dividend Payout High Yield
2008 34.2 20.6 1.31 26.1 15.7 0.000 0.0 0.0
2009 25.2 11.8 1.05 24.0 11.2 0.000 0.0 0.0
2010 27.7 20.7 1.33 20.9 15.5 0.000 0.0 0.0
2011 24.9 14.8 1.17 21.3 12.6 0.120 10.3 0.8
2012 21.3 13.3 1.49 14.3 8.9 0.280 18.8 2.1

TOTAL
AVE

133.4 81.1
21.3 12.826.7 16.2 14.5

4  EVALUATING BUY, HOLD, & SELL
A.  CALCULATED HIGH PRICE - 5 YEARS
Ave High PE    21.3    X  Estimated High Earnings/Share     2.40       Projected High Price =      $    51.1    

B. CALCULATED LOW PRICE - 5 YEARS
(a) Avg. Low P/E    12.8      X    Estimated Low Earnings/Share      1.49     =        $   19.07   

(b) Avg. Low Price of Last 5 Years =   $16.2 (e) Price Variant =  $14.7
(c) Recent Market Low =  $13.3

(d) Dividend Price Support =  $13.3
Selected Estimated Low Price   $  13.3  

C. BUY/HOLD/SELL ZONES
Selected High of $51.10 minus Selected Low of $13.30 = $37.80 Range.   1/4 of Range = $9.450

25%/50%/25% ZoningLower 1/4 =    $13.3     To     $22.75       (Buy)
Center 1/2 =    $22.75     To     $41.65       (Hold)
Upper 1/4 =    $41.65     To     $51.1       (Sell)

D. UPSIDE RISK ANALYSIS
High Price   51.1   - Current Price   23.95   = 2.5  to 1 Current price of $23.95 is in the HOLD zone

PEG Ratio = 1.33
Proj PEG = 1.21

Current Price   23.95   - Low Price   13.3  Relative Value = 77.8%
Proj Rel Value = 70.7%

5  YIELD ANALYSIS

Current Yield = (100 * Current Dividend)÷Current Price = 100 * 0.68 / 23.9 = 2.8%
Ave. 5 Yr. Yield = (Ave. EPS(5Yr) * Ave. Payout)÷Current Price = (1.98 * 14.5)/23.9 = 1.2%

Price Appreciation = ((100*Projected High Price÷Current Price)-100)÷5 = 22.7 %
Average Total Return = Price Appreciation+Ave. 5 Yr. Yield = 23.9 %

P.A.R Tot. Ret.
Average Yield

Annual Appreciation
Compounded Annual Return

0.9% 0.7%
11.3% 16.4%                        
12.2% 17.0%

Printed: 05/21/2013   10:47 PM      Prepared by: BobK      Using The Stock Investment Guide by Churr Software
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SSG	  –	  Some	  Learning	  Required	  
•  It	  takes	  an	  understanding	  this	  analysis	  approach	  so	  you	  will	  

not	  misinterpret	  the	  results	  provide	  by	  SSG.	  

•  Tutorials	  Available	  
–  Some	  Tutorial	  InformaGon	  is	  built	  into	  the	  soPware	  tools.	  
–  A	  Detailed	  web-‐based	  tutorial	  is	  provided	  by	  
www.douglasgerlach.com/ssg/	  

	  
•  The	  NAIC	  has	  regional	  volunteers	  the	  periodically	  hold	  Stock	  

SelecGon	  Guide	  classes	  that	  you	  can	  join	  for	  a	  nominal	  fee.	  
See	  hWp://beWerinvesGng.org	  
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SIG	  Automates	  the	  SSG	  Process	  
	  •  The	  Stock	  Investment	  Guide	  (SIG)	  is	  a	  soPware	  tool	  from	  

Churr.com	  
–  The	  soPware	  automates	  90%	  of	  preparing	  the	  SSG	  by	  

•  Loading	  the	  Data	  
•  Applying	  Formulas	  to	  Calculate	  key	  indicators	  
•  Help	  /	  Guide	  you	  in	  Making	  key	  EsGmates	  

–  The	  SIG	  is	  not	  a	  “black	  box”	  for	  investment	  advice.	  	  
•  Your	  judgment	  is	  used	  to	  select	  "reasonable"	  values.	  	  
•  The	  suitability	  of	  any	  investment	  	  must	  be	  determined	  by	  you.	  
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Step	  1	  –	  Loading	  Data	  
	  

•  The	  SoPware	  uses	  “.ssg”	  formaWed	  data	  that	  
is	  available	  from	  mulGple	  sources	  (	  for	  a	  fee)	  
–  BeWer	  InvesGng	  
–  StockCentral	  
–  AAII	  Stock	  Investor	  Pro	  

•  The	  Company	  Data	  page	  will	  appear.	  
– Review	  the	  raw	  data.	  
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Step	  2	  Data	  Graphs	  

•  Perform	  Visual	  Analysis	  of	  	  
– Sales	  	  
– Price	  
– Pre-‐Tax	  Profits	  	  
– Earning	  Per	  Share	  
	  

•  Look	  for	  Divergences	  (Bad)	  
•  IdenGfy	  any	  data	  points	  to	  omit	  from	  analysis	  
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Step	  3-‐	  EsGmates	  

•  Make	  Forecasts	  for	  Next	  5	  years	  
– EsGmate	  the	  Growth	  Rate	  By	  Looking	  at	  the	  
Historical	  Average	  Growth	  Rates	  

•  Sales	  
•  Earnings	  	  

– Enter	  EsGmate	  to	  Extend	  the	  Trendlines	  for	  a	  
Visual	  Check	  
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Step	  3	  High	  &	  Low	  Prices	  
•  EsGmate	  5	  year	  High	  and	  Low	  Prices	  using	  aids	  provided.	  

•  Upside	  Risk	  Analysis	  
	  5yrHi	  –	  Current	  

	  	  	  	  	  	  	  Current	  –	  5yrLow	  
	  Risk	  RaGo	  should	  be	  2:1	  or	  beWer	  
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5	  yr	  Hi	  =	  Ave	  High	  PE	  x	  	  
	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  EsGmated	  High	  EPS	  
	  
5	  yr	  Lo	  =	  Recent	  Low	  
	  	  	  	  	  or	  	  	  	  	  	  	  	  Ave	  Low	  PE	  x	  Est	  Low	  EPS	  
	  	  	  	  	  or	  	  	  	  	  	  	  	  Dividend	  Price	  Support	  

=	  UpSide	  Risk	  RaGo	  
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Cisco Systems  (CSCO) Date: 05/21/2013
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(1) Historical Sales Growth = 10.16% (3) Historical EPS Growth = 10.29%
(2) Estimated Sales Growth = 10.00% (4) Estimated EPS Growth = 10.00%

ACE 5-year EPS Growth Estimate: 9.9%

Recent Quarterly Results

Earnings
Sales          Per Share
 ($M)                ($)   

Latest Quarter 12216.00 0.46

Year Ago Quarter 11588.00 0.40

Percentage Change 5.42% 15.00%

Latest Quarter: 04/30/2013

Stock Prices
Current Price = $23.95 52 Week Range = $14.96 to $24.25
Exchange: NASDAQ
Industry: Communication Equipment

Share Data Authorized Issued
Preferred:
Common: 5387.000 5329.000

Dilution: 58.000Preferred Stock Dividend: 

Debt ($M): 16248.00
% Total Cap.: 22.24%

Printed: 05/21/2013   10:47 PM      Prepared by: BobK      Using The Stock Investment Guide by Churr Software
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Cisco Systems  (CSCO)  -  05/20/20132  EVALUATING MANAGEMENT

% Pretax Profit on Sales
(Net Before Tax/Sales)
% Earned on Invested
Capital (EPS/Book Val)

% Debt to Equity

2003

26.6

12.5

0.0

2004

31.7

18.3

0.0

2005

32.5

24.0

0.0

2006

27.1

22.6

26.1

2007

27.3

22.6

20.5

2008

25.9

22.5

18.3

2009

21.5

15.7

26.4

2010

23.5

17.2

27.4

2011

20.0

13.6

34.2

2012

22.7

15.4

31.4

5 Yr Ave

22.7

16.9

27.5

Trend

FLAT

DOWN

UP

3  PRICE & EARNINGS HISTORY

Current Price: 23.95 52 Week High= 24.25 52 Week Low= 14.96

Average Price Earnings Ratio: 17.1 Current Price Earnings Ratio: 13.3
Current PE Ratio Based on Current EPS [$1.80]
Projected PE Ratio of [12.1] Based on Projected EPS [$2.0]

Year High Price Low Price EPS PE High PE Low Dividend Payout High Yield
2008 34.2 20.6 1.31 26.1 15.7 0.000 0.0 0.0
2009 25.2 11.8 1.05 24.0 11.2 0.000 0.0 0.0
2010 27.7 20.7 1.33 20.9 15.5 0.000 0.0 0.0
2011 24.9 14.8 1.17 21.3 12.6 0.120 10.3 0.8
2012 21.3 13.3 1.49 14.3 8.9 0.280 18.8 2.1

TOTAL
AVE

133.4 81.1
21.3 12.826.7 16.2 14.5

4  EVALUATING BUY, HOLD, & SELL
A.  CALCULATED HIGH PRICE - 5 YEARS
Ave High PE    21.3    X  Estimated High Earnings/Share     2.40       Projected High Price =      $    51.1    

B. CALCULATED LOW PRICE - 5 YEARS
(a) Avg. Low P/E    12.8      X    Estimated Low Earnings/Share      1.49     =        $   19.07   

(b) Avg. Low Price of Last 5 Years =   $16.2 (e) Price Variant =  $14.7
(c) Recent Market Low =  $13.3

(d) Dividend Price Support =  $13.3
Selected Estimated Low Price   $  13.3  

C. BUY/HOLD/SELL ZONES
Selected High of $51.10 minus Selected Low of $13.30 = $37.80 Range.   1/4 of Range = $9.450

25%/50%/25% ZoningLower 1/4 =    $13.3     To     $22.75       (Buy)
Center 1/2 =    $22.75     To     $41.65       (Hold)
Upper 1/4 =    $41.65     To     $51.1       (Sell)

D. UPSIDE RISK ANALYSIS
High Price   51.1   - Current Price   23.95   = 2.5  to 1 Current price of $23.95 is in the HOLD zone

PEG Ratio = 1.33
Proj PEG = 1.21

Current Price   23.95   - Low Price   13.3  Relative Value = 77.8%
Proj Rel Value = 70.7%

5  YIELD ANALYSIS

Current Yield = (100 * Current Dividend)÷Current Price = 100 * 0.68 / 23.9 = 2.8%
Ave. 5 Yr. Yield = (Ave. EPS(5Yr) * Ave. Payout)÷Current Price = (1.98 * 14.5)/23.9 = 1.2%

Price Appreciation = ((100*Projected High Price÷Current Price)-100)÷5 = 22.7 %
Average Total Return = Price Appreciation+Ave. 5 Yr. Yield = 23.9 %

P.A.R Tot. Ret.
Average Yield

Annual Appreciation
Compounded Annual Return

0.9% 0.7%
11.3% 16.4%                        
12.2% 17.0%

Printed: 05/21/2013   10:47 PM      Prepared by: BobK      Using The Stock Investment Guide by Churr Software
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Performance	  Data	  
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Extra	  Data	  Graphs	  Showing	  Historical	  Trends	  



Using	  the	  SSG	  for	  Stock	  SelecGon	  

•  The	  completed	  SSG	  is	  added	  into	  a	  library	  and	  
Comparison	  tool	  is	  used	  to	  make	  side-‐by-‐side	  
comparisons	  of	  the	  company’s	  fundamental	  
data.	  

•  The	  Library	  list	  key	  items	  useful	  for	  
comparison	  &	  selecGon:	  
– Upside	  ra7o,	  5	  yr	  Return%,	  5	  yr	  EPS	  Growth%,	  
Adjusted	  Cash	  Earnings%,	  Yield%	  
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Library	  of	  SSG’s	  

5/27/13	   Combining	  Fundamentals	  with	  TA	   29	  

x	  

x	  

x	  

x	  



Comparison	  Window	  
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About	  the	  NAIC	  
NAIC	  Developed	  the	  Stock	  SelecGon	  Guide	  and	  Uses	  Four	  principles	  for	  
successful,	  long-‐term	  invesGng:	  
	  

	  1)	  invest	  regularly,	  regardless	  of	  market	  condiGons	  	  
	  2)	  re-‐invest	  all	  earnings	  	  
	  3)	  invest	  in	  growth	  companies	  (and	  growth	  mutual	  funds)	  	  
	  4)	  diversify	  to	  reduce	  risk.	  	  

	  
The	  heart	  of	  the	  NAIC	  approach	  is	  invesGng	  in	  growth	  companies.	  	  
	  
The	  Primary	  Tool	  to	  evaluate	  common	  stocks	  is	  a	  two-‐page	  form	  with	  a	  semi-‐
log	  graph	  on	  the	  front	  called	  the	  Stock	  SelecGon	  Guide	  (SSG).	  
	  
In	  1990,	  NAIC	  adapted	  their	  process	  and	  concepts	  to	  analyze	  Mutual	  Funds.	  	  
	  	  
NAIC	  	  publishes	  a	  magazine	  and	  website	  called	  Be#er	  Inves*ng	  
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NAIC	  is	  now	  Be#er	  Inves*ng	  
•  NAIC is the umbrella organization for 13,000 Investment Clubs and 

120,000 members.  
–  Its membership has declined since it peaked at 400,000 in 1999.  
–  Members have learned from NAIC, and don’t need the Clubs forever, paying the 

dues, or solely focusing on stocks.   
•  NAIC	  /	  BeWerInvesGng	  costs	  $84/year	  for	  individuals.	  

–  On	  Line	  Tools,	  SoPware	  to	  Purchase,	  Data	  Services,	  EducaGon	  &	  Training	  
–  OpGons	  to	  Join	  Local	  Clubs,	  ParGcipate	  in	  Webinars	  
–  Highly	  Recommended	  to	  Subscribe	  to	  Learn	  their	  methods.	  

•  AlternaGves	  That	  Use	  NAIC	  Methodology	  
–  IClub	  StockCentral:	  	  SoPware,	  Data	  Services,	  EducaGon	  &	  Training	  -‐	  $55/yr	  
–  Churr	  SoPware:	  	  MAC/PC	  SSG	  soPware	  (	  called	  SIG3).	  	  $79	  (one	  Gme)	  	  
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