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Just what is a portfolio?

Simply stated, it’s a collection of Stocks 
and/or Bonds that you treat as 
investments for some future purpose
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Why do we need to manage it?

• Time and Change
• The passing of time has an effect on our 

assets. Today’s stock or bond may not 
be of the same quality or potential 
growth as when we purchased it.
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BetterInvesting’s Guidelines

• Regularly invest a small amount of money
• Reinvest all dividends, interest and capital 

gains into the portfolio
• Purchase Growth Stocks at favorable prices
• Diversify the portfolio by size of company and 

industry groups
• Hold for long-term gains in value
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Our Focus Today

• The management of a portfolio of 
common stocks
– Review what we own
– Determine if any of our holdings need to be 

replaced with “better” companies
• Our goal is to maintain and manage a 

portfolio of “Quality Growth Stocks” for 
the long term
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A Picture of your Portfolio
• Manifest Investing 
• BetterInvesting’s Portfolio Record Keeper

– (PRK) Appraisal Report
– PRK’s Diversification Report
– PRK’s Performance Reports

• These reports will show how well we have 
done with this portfolio compared to our goal 
of obtaining an approximate 15% annual 
return on our investment

• Home grown Excel spreadsheet
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What Really Matters?

• Return (however you measure it)
– Projected average return
– Total return
– It doesn’t matter which – just be consistent

• Quality (however you measure it)
– Mark Robertson’s RQR
– Value Line financial strength and earnings quality
– S&P 500 Dividends & Earnings Rank 

• Doing all of your SSGs the same way
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PAR of 12.8% is low
Quality of 69 is good
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First, Compare Return (PAR)

These companies 
need consideration
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Candidates for Replacement

Based on PAR:
• SCSC (10.7%)
• HIBB (9.6%)
• ORLY (9.1%)
• COF (8.6%)
• CHS (0.5%)
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Second, Compare Quality

These companies 
need consideration
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Candidates for Replacement

Based on PAR:
• SCSC (10.7%)
• HIBB (9.6%)
• ORLY (9.1%)
• COF (8.6%)
• CHS (0.5%)

Based on Quality
• MMC (51.5)
• SCSC (47.7)
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Third, Compare % of Portfolio

Consider this 
company
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Candidates for Replacement

Based on PAR:
• SCSC (10.7%)
• HIBB (9.6%)
• ORLY (9.1%)
• COF (8.6%)
• CHS (0.5%)

Based on Quality
• MMC (51.5)
• SCSC (47.7)

Based on Size
• CHS (12.8%)

Which stocks 
are candidates 
for replacement?



15

Candidates for Replacement

Based on PAR:
• SCSC (10.7%)
• HIBB (9.6%)
• ORLY (9.1%)
• COF (8.6%)
• CHS (0.5%)

Based on Quality
• MMC (51.5)
• SCSC (47.7)

Based on Size
• CHS (12.8%)

CHS has a very low 
PAR and takes up too 
much of the portfolio
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Candidates for Replacement

Based on PAR:
• SCSC (10.7%)
• HIBB (9.6%)
• ORLY (9.1%)
• COF (8.6%)
• CHS (0.5%)

Based on Quality
• MMC (51.5)
• SCSC (47.7)

Based on Size
• CHS (12.8%)

SCSC has mediocre 
prospects and poor 
quality
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Replacement 
Candidate #1

PAR = 18.1%
Quality = 83.2
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PAR = 20.2%
Quality = 91.2

Replacement 
Candidate #2
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Portfolio Transactions

Sales:

CHS $7,845
SCSC  $3,045

Total = $10,890

Purchases:

New stocks

MSFT $3,500
KSS $3,500

Add to existing stocks

PFE $1,500
WMT $1,500
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PAR of 15.5% (was 12.8%)
Quality of 71.9 (was 69)
Weighting 9.9% to 3.3%
Definite Improvement!
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Look at “% of Portfolio”
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Compare portfolio return to 
indices (S&P 500 and DJIA)
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Past Performance vs. 
Projected Future Return

• Past performance is interesting – but it should 
not be the basis for a buy or sell decision

• Losses or gains are interesting – but should 
not be the basis for a buy or sell decision

• Projected future return and portfolio quality 
(however you measure it) should drive your 
portfolio decisions 

• Also consider diversification (by industry and 
by company size as measured by revenue)
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PAR is only 0.5%
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Quality was 51.5

PAR is 8.6%
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http://tyhughes.net/moosepond
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Why We Divesify

• Volatility (ups and downs) = Risk
– We strive for 15% return but we can’t 

predict a stock’s price from day-to-day 
• Types of Market Risk

– Nondiversificable or system risk
– Diversifiable or nonsystemic risk

• Higher risk investments should yield a 
higher return over the long run
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Diversifying and Risk

15 Stocks +/- 5
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riskgrades.com
Risk Grade = 46
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To manage your portfolio

• Do an SSG on each of your stocks and 
do it the same way for each

• Find the stocks with the lowest return 
• Find the stocks with the lowest quality
• Find the weight of each stock
• Keep an eye on diversification
• Exchange low return and low quality for 

stocks with high return and high quality 
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Lessons learned (the hard way)

• When a stocks exceeds 15% of your 
portfolio, sell some of it

• Don’t sell just because the stock price 
hasn’t moved – be patient

• Don’t consider past gains or losses in 
deciding whether to buy or sell

• Make your decision as though you had 
new money to invest
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Questions?


