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• This course is for general education regarding stock selection 
and analysis purposes

• Any stock discussed is for illustration purposes only and NOT a 
recommendation to buy or sell

• Decisions on buying or selling stocks should be discussed with 
certified financial planners, brokers, or other financial 
professionals
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Selection

Terminology

Investing Alternatives

Where to Start

Use What You Know

Available (Re)Sources

Available Tools

Stock Screening

Analysis

Stock Fundamentals

Profiling

Valuation Analysis

Stock Comparison

Analysts Research

Making Sense of it All

When to sell?



• P/E,  Price to Earnings Ratio

• Forward P/E, Projected P/E (next 12 months)

• PEG, P/E Compared to Forecasted Growth

• Valuation, Stock Value - Expensive?

• Cash Flow (CF), Cash Produced by the Business (Net)

• PCF, Price to Cash Flow Ratio

• PCF/G, PCF Compared to Forecasted Growth

• Beta, Stock Volatility Compared to the S&P

• Put, Option to Sell

• Call, Option to Buy

• Put/Call Ratio, >1 ➔Negative,  <1 ➔Positive

• Short, Selling Stock You Don’t Own – huh???

• Short Interest, % Stock Sold Short/Total Outstanding Shrs

• MRFY, Most Recent Fiscal Year
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• Beginners ➔ Index mutual funds (S&P, Total Market)

– broadly diversified

– lower risk

– lower cost

• Over Time ➔ Sector-based mutual funds, ETFs (tech, consumer, Intl, etc.)

– Less diversified 

– increasing risk

– Increasing cost (managed)

• Experienced Investors (with high risk tolerance) ➔ Individual Stocks

– higher risk

– basis of this course
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Stock Selection



• The Beginning … 
– is a very good place to start

• Start with What You Know
– Where Do You Shop?

➢ Costco
➢ Kohls
➢ Nordstroms
➢ Coach
➢ Staples
➢ Home Depot
➢ Amazon
➢ Walmart

– What Restaurants Do You Most Frequent?
➢ Paneras
➢ Chipolte
➢ Mcdonalds
➢ Yum (KFC, Pizza Hut, Taco Bell)
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• Things You Use Every Day?
– Phone (Apple, Samsung, Google)

– Computer (Dell, HP, Apple)

– Electricity (Con Ed, Duke Power, Dominion)

• “Expert Sources”

– The Talking Heads

➢ CNBC

➢ Bloomberg

➢ Walls Street Week (back in the day)
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• Investment News Letter
– The Motley Fool

– Kiplinger

– Morningstar

• Online Tools
– Stock Screeners

– Retirement Estimators

➢ Schwab

➢ Fidelity

• Other Financial Resources
– Fairfax County Library

➢ Morningstar
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• Stock Profiling

• Stock Rating

• Analyst Reports

• Stock Screening

• Stock Comparisons
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Intel 5 yr Profile
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Intel 1 yr Profile
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Hewlett Packard
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Norfolk Southern
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Cognizant is a U.S.-headquartered IT services firm 
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Tools – NASDAQ.com
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Nasdaq, Inc. is an American multinational financial services corporation that owns and 
operates the NASDAQ stock market and eight European stock exchanges. It is  
headquartered in New York City.



Available Tools – NASDAQ.COM
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NASDAQ.COM … cont.
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NASDAQ.COM … cont.
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NASDAQ.COM … cont.



7/10/2018 Stock Selection 42

NASDAQ.COM … cont.
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NASDAQ.COM … cont.



Stock Analysis
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How Has the Stock Performed?

• Price History 
– versus S&P and Sector

• Revenue Growth, Trailing 3-5 years

• Earnings P/E, Trailing 12 months (TTM)+

• Valuation (expensive?)

– Relative to the Sector

– Relative to Competitors

• Quarterly/Annual Reports

• Earnings News Conferences

• Short Interest – negative or positive

• Put/Call Ratio – negative or positive
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How Will the Stock Perform?

• Forcasted Revenue Growth (5 years)

• Forward P/E

• Analysts Forecast

• 12 Month Price Projection (w/grain of salt)

• New Products and Services
– Quarterly/Annual Reports

– Earnings News Conferences

– News articles

– Analysts input

• Competitive Products and Services
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Valuation Analysis

• P/E

• PEG

• PEG Life-cycle

• Price to Cash Flow (P/CF)

• Price to Free Cash Flow (P/FCF) 

• Price to Book (P/B)

• Price to Sales (P/S)
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P/E and PEG

Price to Earnings Ratio (P/E)

• Current Stock Price (P)

• Earnings/Share (E)

– P/E TTM

– Forward P/E (projected)

P/E to Growth Ratio (PEG)

• Current Valuation 

– P/E TTM 

– PEG, Forecasted Growth (5-year)

• Projected Valuation

– Forward P/E

– Forecasted Growth Rate (5-year)
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PEG Life-Cycle

• Emerging company initially has limited earnings

– P/E is higher than the average S&P company (16 - 21)

– Price is bid up with the expectation of future earnings growth

– Consequently, PEG may be higher than a maturing company

• Growing Company, established earnings, consistent growth

– PEG ~2 - 3 range

• Maturing company, consistent earnings, limited growth outlook

– Price consistent with earnings and established growth rate

– Fairly valued, PEG 1-2

– Undervalued, PEG <1

– Overvalued company, PEG >>1
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Price to Cash Flow (P/CF)

• Cash flow, earnings before interest, taxes, depreciation, and 
amortization (EBITDA). 

• P/CF similar to P/E,  except uses cash flow per share instead of 
earnings. 

• Stock Price / Cash Flow per share (trailing twelve months)

• Better measure of the actual dollars being generated by the 
business. 

• P/CF < P/E
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Price to Free Cash Flow (P/FCF)

• Free Cash Flow (FCF) = CF, less cash needed to replace 
obsolete equipment and ongoing maintenance expenses. 

• FCF can be used by the company however it sees fit 
– share buybacks, dividend payouts, or growth investments

• Free Cash Flow = Operating Cash Flow - Depreciation

• P/FCF = Stock Price / Free Cash Flow per share TTM

• Free cash > earnings ➔ sign of a very well run business 

• Free cash < earnings ➔ undesirable
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Price to Book Ratio (P/B)

• Book value (P/B), Net worth of the company (a.k.a. net equity)
– includes property, buildings, equipment, cash, and other assets
– less bills outstanding, wages owed to employees, debt, and other 

liabilities

• Book value is what the company would be worth if liquidated. 
– most companies sell at a premium to book value because the company 

can generate profits from these assets.

• Stock Price / Book Value per share (most recent quarter)

• P/B useful for valuing companies where growth in assets is the 
goal of the business. 
– Banks, insurance companies, and investment firms (P/B < 2 favorable)
– Poor statistic for valuing companies where assets are primarily non-

physical, like software and media companies. 
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Price to Sales Ratio (P/S)

• Compares the stock price to the amount of SalesTTM per 
share

• P/S best used to compare a company against another in 
the same business, 

• P/S can also be used to compare a company against 
historical averages for the stock being considered.
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AT&T  P/B, P/S, P/CF



AT&T  Stock Profile
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Time Warner acq.



AT&T Analyst Forecast
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Stock Comparisons
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Stock Profile - APPLE

7/10/2018 Stock Selection 58

Available Reports
• Argus
• S&P (CFRA)
• Ned Davis
• Credit Suisse
• Others



AAPL vs. INDICES
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(193)



FANG Valuations

7/10/2018 Stock Selection 60

193 1,133 189 102 361 1,684

$$$$



Apple Valuation, non-FANG
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193 30 146 84 34 57

X X ?



Stock Analysis  … cont.

• SBUX

• FB

• GOOGL

• AMZN

• INTC

• BAC
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Stock Profile - Starbucks

Source: Charles Schwab 63



Starbucks Analysts Forecast

7/10/2018 Stock Selection 64



Starbucks Earnings Growth Forecast
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Stock Profile - Facebook
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FB Analysts Forecast
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Facebook 
Earnings Growth Forecast
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Stock Profile GOOGL
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GOOGL Analysts Forecast
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GOOGL
Earnings Growth Forecast
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Stock Profile - Amazon
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AMZN Analysts Forecast
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AMZN Earnings Growth Forecast
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Intel  Stock Profile 
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Intel  Analyst Forecast
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Intel Earnings Growth Forecast
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BAC  Stock Profile
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BAC  Analyst Forecast



BAC  Earnings Forecast
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When to Sell?
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• Sell when the reasons you bought it have materially changed
• not just because it had a bad quarter or two
• significant change in competitive landscape 
• senior management turnover
• “accounting irregularities”

• Sell portions of holdings when they have appreciated significantly (“Schnitzel”)

• when stock doubles, sell half (invest with OPM)

• Sell to accumulate cash for near term requirements (tuition, car purchase, etc.)
• in order to maintain 12 - 24 months of cash on hand

• Before you sell, plan what you’ll be doing with the capital

• Sell incrementally if possible

Selling Stock



Summary

• Start with what you know

• Then do the research

– Fundamentals

– Third Party Analysis

– Products and Services

• If all else fails

. . . ask your spouse 
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You want to buy what?



Stocks Assessment (class participation)
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Stock Rating 
(H,M,L)

Rationale
(Valuation, Risk, other)

AAPL

SBUX

FB

GOOGL

AMZN

AT&T

BAC

INTC

FedEx

MSFT

CTSH

HP

NSC

Rating:
H – Pursue further
M – defer and reassess
L – Not pursue



Q/A 

7/10/2018 Stock Selection 86



7/10/2018 Stock Selection 87



UPS Profile
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Technicals



FDX, UPS Analysts Forecast

7/10/2018 Stock Selection 89
Source: Nasdaq.com



Sector, S&P compare



FDX, UPS Valuation Compare


