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The Past & Future
of Investing

Software—the Internet—the Market
Handout is available on my site:
“CLASS HANDOUTS”

Newwebsite address: www.beh-adams.net

In the beginning:

= Three principles for safety in investing:
1. Buy Growth Stocks

2. Invest Regularly
= And don't try to; eutguess the market

3. Reinvest Dividends

In the beginning:

From George Nichoelson’s writings...
1940 —

George Nichelson had an investment idea
“Inexperienced investors could be successful”

Treated as a Harnvard Business) School case
study

1952: The idea became NAIC—now: Bl

In the beginning:

» Recognize growth stocks fall faster but
recover further as bear markets turn to
bull

= \When stocks go down—expect growth
stocks to fall further than the DOW.

A key: Always compare your results withi market
averages annually;

see Analyze Your Portiolio on my website
(Simple'and Detailed forms available)
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In the beginning: Where are those downturns?

Stocks, Bonds, Bills, and Inflation

1925-2001 Recession

2001

= |s the management good—management, e ——
management, management overnmen sonds Ao 207

1 1991
~— Treasury Bills Ending
— Recession Value
\Warren Buffett agrees e 504 f

Black Monday [Esif
Oct 1987

Recession

= Be prepared to buy when the market )
sentiment Is/ low—a psychological =
preblem

.|_Tumbles eventually become blips

1925 1930 1935 1940 1945 1950 1955 1960 1965 1970 1975 1980 1985 1990 1995 2000

Data Source: Global Financial Data, Inc.

In the beginning: In the beginning

= Diversify by = Pay attention to the Upside/Downside
company:size Ratio of your porifolio
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Mathematics of a bear mkt.

B3.5
§ 144,78

11940 Stock falls from $20 to $10 = 50 % loss

S Stock gains from $10 to $20 = 100% gain
(love bear markets)
Same company—same value

—upside potential much better in bear market

Buy at $20 - at $40 gaiin is 100%
2 : Buy at $10- at $40 gainiis 300%

0k

In the beginning Stock Ownership

Institutions:
Hedge funds — Retirement accts. (CALPERS) — Private Equity accts.

= Patience is an absolute requirement 1978 Today
. Pullfweeds fromthe portfolio
| Use the proceeds to buy flowers

20%

Doees, this apply today?

You bet! ] Individual owners
| ] Institutional owners
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Stock ownership

= Translation;
High volatility

= Hedge funds
= Short term investing mentality
= Shoert sellers

Today:

= Keep brokerage fees low—Iless than 1% of
transaction value

= |[f'the Fee = $10 — each trade no less than
$1,000 (preferably 2,000 -- buy & sell)

Today:

= Set goals: (club and individuals)
Annually determine if portfolio beat market

Annually determine how many years
reguired to double injvalue
= Five years or less

= Set a specific month for this

Expectations: year

= |nexperience and broker fees will cut into
profits

= [ earn the language
= Enroll in local classes & events
= National conferences
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Expectations: year

= Will pay too much for well managed
companies

= Will buy peorly managed companies

= Use the PEG ratio to determine current
value
(Projected PE / projected EPS, growth)

Expectations: year

= Beware of speculation in fast moving
stocks

= 20% of portfoliolis ok for speculation
Money should come frem “lesers™ not
these with growing| earnings

Expectations: year
= Experience sufficient to avoid pitfalls

= Concentrate on good companies in the
portfolio and get rid of the rest.

Expectations: year

Perform this test:
1. Divide the amount paid into the club by two
2. Divide the result into the profit made since year 1

This gives an approximation of the profit
percentage on average invested capital

10% ter 15% s/ satisfactory.

Better yet—my website
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Expectations: year &
beyond

Practice defense: (alerts)

= A higher degree of study is reguired Watch for Sell signals:

U/D ratioiis 1:1 or less

Is EPS growth rate at or better than expected
Keep list of securities to about 12 Is Sales growth, rate at or better than expected
New purchases should represent 3ito 5% of Bad news is, usually follewed by more bad news
portielio reseurces in new: company. Price is in the sell zone

Consider 20%-30%in bonds when market gets Is the P/E greater than 1.5 times the average P/E
[1H 17 (PMG)
Jumpy:

Each Investment value in portfolio is
increasing--can represent a significant value

Today:
= My website offers analysis tools:

150% of Follow your stocks form
Avg. PE

Analyzing the Annual Report data form
= |[t's replicated on StockCentral.com

Determine CLUB annualized! returnn
a0 1 = Compared to S&P 500

30 Determine YOUR: portielierannualized return
= Compared to) S&P 500

URLs to insert in Bl seftware — one click to
critical analysis data (Get erganized)
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Today:

(available now-take advantage)

Today:

= Do you always check all'sources of information = |ibraries providing online access to

. Analysts EPS growithi estimates for next 5 years Morningstar
. ACE — EPS and Sales guarterly estimates Value Line

. Insider. Ownership

. Institutional. Ownership —(net in SDS data)

. Who are competingl companies — compare

. Industry Averages. — Compare your company.
. Company news

. 200 Day: Moevingl Average chart

. Morningstar: — bull'and bear epinion

. Value Line 5 year expectations

=

Look under “databases’

© 0 N & 0 B W N

(=Y
(@)

The Future?? The Future:

= The market: Continued volatility : : :
Short selling (1929 rule dropped in 1990s) = Data will become more _qwckly available —
Derivatives (Allowed in 1990s) more searchable & easier to use

Uptick Rule (1929 rule dropped in 2007) :
[Short sale must be offered at a price higher than the . Currently analyStS Spend hours pourlng
previous sale price] over data to compile reports

= Software — the Internet
Both offering more help on decisions = |ndividual leng-termiinvestor still has an

Will'that be better—or confusing? advantage
= Teolkit'6

Only'we can provide judgment
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. Securities anc

The Future:

About the SEC Investor Information Information for:

What We Do PAUSE Accountants

: Commissioners en Espafiol Broker Dealers

coeno Headlines Upcaming E\}Ent_s Publications Broker-Dealer CCOs

= b E Troy Paredes Sworn In Laws & Regulations Calculators EDGAR Filers|

= SEC XBRL Interactive data is coming RemnEnny Offce of Incpactar Genara
SEC Advisory more... Check Out Brokers & Advisers Fund/Adviser CCOs

. - g Committee Makes Filings & Forms (EDGAR) File 2 Tip or Complaint International

= XBRL will speed the compilation and Recommendatans fo o g
Reporting for Investors Search for Company Filings NRSROS,

Descriptions of SEC Forms News Digest Small Business

perhaps accuracy:

Panelists, Agenda for

August 4 Roundtabls B What's New Divisions/Offices
3 Webcasts Corparation Finance ¥

ERST RS gl Regulatory Actions

Special Studies Enforcement
Recycling Scam Proposed Rules

Final Rule Releases
Testimony Trading & Markets |

= \/oluntary at present. A GGk
| Litigation |

Speeches & Public Statements Investment Mgmt.

SRO Rulemaking ) g
Investor Alert: more... Litigat International Affairs
401(k) Debit Cards

morz..,

Staff Interpretations _ Litigation Releases
Naked Short Sale s pr—— Admimstiative Procesdings

Dbinions and Adjudicatory Ordsis WeBeast

= Www_sec_gov el Interactive Data Trading Suspensians

Examination Report mor...

(XBRL)

Committee Letter on
Liquidity Management

-

Rule FAQ

= | Privacy | Security | No FEAR Act Data | USA.gov

Interactive Data
(XBRL)

Text Size: AAA

The futu re: fOOtnOte d* ) found in the footnotes
org 3 = b Busineas Week, G and the FE

= FoomotedPro  About Speaking The Book Advertise Inside Footnotes  Contact || [ RN ‘<> <t >

™ More help from the Inte net « Something to smile about... A growing problem... »

WWW. footnoted.org | ——
. . . e Friday night dump...
Help in interpreting AR footnotes Late on Fiday, right round the tme T was begioning what trned no 2 2 hoor

quest to get home from Phoenix via US Air (LCC), Hewlett-Packard (HPQ) filed its

n W atCh the d ate 0)f] the report : - third quarter Q, which had this new (and interesting) disclosure about the U.S.

Department of Justice:

Categories

“On April 12, 2007, the U.S. Department of Justice intervened in the qui tam

action and filed a complaint against HP and four other companies on behalf of
the United States containing more specific allegations that HP violated the False Claims Act
and the Anti-Kickback Act of 1586 by providing millions of dollars in kickbacks to its
alliance partners, including “influencer fees” and “new business opportunity rebates.” The
U.S. complaint further alleges more specifically that HP violated the False Claims Act and Subscribe to Footnoted.org
the Anti-Kickback Act, breached its federal government contracts, induced the federal
government to make payments to HP to which HP was not entitled to receive under those

B,

Enter your email address:

contracts, and was unjustly enriched by expressly or impliedly making false statements,
records or certifications to the federal government that it complied with and would
continue to comply with the Anti-Kickback Act and by submitting claims to the
government that allegedly were inflated because they included the amounts of the _sm,s,:m,e »>
influencer fees and new business opportunity rebates. The U.S. complaint secks treble
damages plus civil penalties in connection with the alleged violations of the False Claims
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The future: Money Market: $3.5 Trillion

Rate Trends

$ Sitting on the sidelines:
2008: $3.5 Trillion
2009: $8.7 Trillion

bz "0S | dun
= M ational, kk4d,
= Mational. 1 wr CD
== Consurmer Price lnde:x

= Willht stay there?

Source: Bankrate.caom

A final note:
However... The future of dating?

---Wanna come up and see my FICA score?

= John Vogel = “The least romantic date”

At a certain poeint in a relationship you should have
= Q0
Forecast growth for last 10 years: 8% T “crelt rEoor? ConlversHioT

= (Toigrowihis 170 dividend) Eachishould print eut their credit report, bring it to
EPS has grown 8.7% dinner, and share it (Full disclosure) n

RCh
= By Tihe Way— \)65\\0
= John Vogel — Warren Buffett Your credit scores never co-mingle )
Growth in the next 10/years: ~8% Only/co-signed loans and joint credit cards

OUF SHOUSE ore wor't impact your credit

st your life

(620 EPS growth + 2% dividend)
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Steve Forbes:
the economy today

= _..a quote from Warren Buffett— = Companies today have $2 Trillion net on
their Balance Sheets

higher than for half a century.

A revealing thought

“A financial crisis reveals which players
have been swimming naked.”

= Problem: Not liquidly — it's confidence

Tihat can reverse veny quickl
“We found out that Wall Street has been s J

king of a nudist beach.”

Steve Forbes: Steve Forbes:
the economy today the economy today

= Projected loan losses--something U.S. can = \What's Worse?
afford The UNKNOWN!

_ Institutions are just now: finding out they ewn
4 < ngh tech bubble burst of 2000-2001 some of the stuff—Mortgage Backed

Securities

= ~ Savings & Loan loss late 80s early 90s Compare to tomato scare—salmonella
= \\/asn't true but temato sales were squashed

= S0...what's/the advice?
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Steve Forbes:
the economy today

= Advice from regulators:

Tighten your lending standards
= Good advice but 3-4 years too late guys!

= | ots of guess work & fear
Lenders donit really know what they ewn

= Andimedia reports it all

NINISHEEISHElNESS




