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Just what Is a portfolio?

Simply stated, it’s a collection of Stocks
and/or Bonds that you treat as
iInvestments 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
e 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 Iit)
— Projected average return
— Total return
— It doesn’t matter which — just be consistent

o 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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Dashboard: Portfolic Mgmt Class [edit]

Company Name Ticker Shares Price WValue Pu?-?:fuuilziu Growth PJE
American Intl Group Al 51 4$66.71 43,402 5.6% 13.3% 23.0
Capital One Financial COF 52 $85.17 &4,428 7.2% | 10.7% 11.0
Chico's FAS CHS 185 4$42.41 4$7,845 12.8% 15.0% @200
Commerce Bancorp NJ  CEBH 65 $32.21 %2,093 y

Hibbett Sporting Goods HIBE 145| $268.52| gt 178

Investors Financial IFIMN 157 Miz2 ) |
Jack Henry bl | |

L-3 Communications ) )

Lowe's L 2

Marsh & MclLennan M g0 $3III B3 §2,452

CReilly Auto ORLY ll"' £31.13 4B

Ffizer FFE

ScanSource o 2.U% ) 11.0% 16.7
Wal-Mart WMT 4,5% 10.4% 18.5
Washington Mutual WM 83 $42.58 $3,534 5.8% 7.4% 10.0
Totals & Averages $61,201 100.0% | 12.8% 19.2

Portfolio Averages Quallt!_.r Legend

Date: 01,/20/2006

Proj
vield Qty PAR

0.3% 68.00 23.9%
0.2% 71.4 8.6%
0.0% 79.4 0.5%
1.1% 75.7 16.5%
0.0% 74.6 9.6%
0.2% 63.3) 12.5%
0.5% o4.3 18.6%
1.2% 62.0) 17.0%
0.2% 76.4 16.0%
2.0% 51.5 20.0%
0.0% 79.3 9.1%
2.4% 75.0 18.0%
0.0% 47.5 10.7%
1.1% 82.3 16.4%
4.2% 60.6) 12.2%
0.8% 69.5 12.8%

[=FiY=3 12.8% @ Blue Excellent with qu

Quality 69.5 § Green Good with qualit .I: 8 I
Growth 12.8% @ Neytral Average or belo PA R O 12 % IS OW

Average F/E Ratio 19.2 QRN Foor with quality

average Yicld | 08% Quality of 69 is good

Financial Strength 69 Q@ Green FAR iz within the

EFS Fredictability 33 M Yellow PAR is above the target range of MIFAR +10%, currently 20.4%.

[=FiY=3 Projected Annual Return

MIFAR The Manifest Investing Median FAR of all stocks in the database.

MIFAR |10.4%
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First, Compare Return (PAR)

Dashboard: Portfolio Mgmt Class [edit] Date: 01/20/2006
Company Name Ticker Shares Price Value Puq:::f.;i;iu Growth P/E Ei::i-.ij Qlty

American Intl Group AlG 51 $66.71 $3,402 0.6% | 13.3% 23.0 0.3% 68.0Q 23.9%
Marsh & McLennan MM 80 $30.65 $2,452 4.0% 18.0% 13.0 2.0% 51.5420.0%
Jack Henry JKHY 210 $20.82 $4,372 7.1% | 12.5% 28.0 0.5% 04.5§18.6%
Pfizer FFE 109 $24.71 $2,693 4.45%; 3.2% 13.0 2.45%5 75.0418.0%
L-3 Communications LLL 70 $74.41| $5,208 8.5% 11.0% 22.0 1.2% 62.0§17.0%
Commerce Bancorp N1| CEBEH 65 $32.21 $2,093 3.4% 13.5% 13.0 1.1%: 75.7116.5%
Wal-Mart WMT 61 $45.00 $2,745 4.5% 10.4% 13.5 1.1% 82.3116.4%
Lowe's LOW 92 $63.13 $5,807 9.5% | 11.8% 21.0 0.2% 76.4416.0%
Investors Financial IFIN 157 $38.02 $5,969 0.8% 15.0% 13.8 0.2% 63.8Q 12.6%
Washington Mutual WM 83 $42.58| $3,534 5.8% 7.4% 10.0 4.2% 60.6f 12.2%
ScanSource SCSC 52| [ ' 0.0% 47.58 10.7%

Hibbett Sporting Goods  HIBE 145 Th ese com p an | es 0.0% 74.6] 9.6%
OReilly Auto ORLY 110 (movatm—p= | 0.1%
Capital One Financial = COF 52 need COﬂSlderathn 0.2% 71.4] B8.6%

Chico's FAS CHS 185 TFZ.F L] 27 oTd ITZ.0 g T.T.0 g . 0.0% 79.4 .55
Totals & Averages $61,201 100.0% 12.8% 19.2 0.8% 69.5) 12.8%
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Candidates for Replacement

Based on PAR:
« SCSC (10.7%)
HIBB (9.6%)
ORLY (9.1%)
COF (8.6%)
¢ @RS

10
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Second, Compare Quality

Dashboard: Portfolio Mgmt Class [edit]

Company Name Ticker Shares Price Value Pun:-?:fuuilniu Growth P/E ‘Eiz::]i:l
Wal-Mart WMT 61| $45.00| %2,745 4.5%  10.4% 18.5 1
Chico's FAS CHS 185 $42.41 %$7,845 12.8%  15.0% 20.0 0
OReilly Auto ORLY 110 $31.13 %$3,424 5.6%  14.5% 16.0 0
Lowe's LOW 92 $63.13| $5,807 0.5% 11.58% 21.0 0
Commerce Bancorp N1 | CEBEH 65 $32.21 %2,093 S.4% 13.5% 15.0 1
Pfizer FFE 109 $24.71 £2,693 4.4%; 3.2% 18.0 2.
Hibbett Sporting Goods HIBE 145 $28.82 %$4,178 6.8% 20.0% 23.4 0
Capital One Financial COF 52| $85.17| %4,428 7.2% 10.7% 11.0 0
American Intl Group AlG 51| $66.71| %3,402 5.6% 13.3% 23.0 0
Jack Henry JEHY 210 %$20.82 %$4,372 7.1% 12.5% 28.0 0
Investors Financial IFIN 157 $38.02 £5,969 0.8%  15.0% 18.8 0
L-3 Communications LLL 70 $74.41| $5,208 8.5% 11.0% 22.0 1.
Washington Mutual WM . 10.0 4.2%
Marsh & MclLennan MM Th eS e CO m p an I eS 18.0 2.
Scansource SCSC need COnSIderathn I 16.7 0.
Totals & Averages 19.2 0.8%
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Candidates for Replacement

Based on PAR: Based on Quality
« SCSC(10.7%) | « MMC (51.5)
HIBB (9.6%) L slasi e
ORLY (9.1%)
COF (8.6%)
e CHS (05600)
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Third, Compare % of Portfolio

Dashboard: Portfolio Mgmt Class [edit]

~m= Consider this
Chico's R

Investaryf COIM pany

Lowe's = -
L-3 Communications LLL 70
Capital One Financial COF 52
Jack Henry JKHY 210
Hibbett Sporting Goods HIBEB 145
Washington Mutual WM 83
OReilly Auto DRLY 110
American Intl Group AIG 51
ScanSource SCSC 52
Wal-Mart WMT =
Pfizer PFE 109
Marsh & McLennan MM 80
Commerce Bancorp NJ| CBH 65

Totals & Averages

rowth

15.0%
15.0%
11.8%
11.0%
10.7%
12.5%
20.0%
7.4%:
14.5%
13.3%
11.0%
10.4%
3.2%
18.0%
13.5%
100.0% ) 12.8%

P/E

20.0
13.8
21.0
22.0
11.0
28.0
23.4
10.0
16.0
23.0
16.7
18.5
13.0
18.0
18.0
19.2

Date: 01/20/2006

Proj
Yield

0.0%
0.2%
0.2%
1.2%
0.2%
0.5%
0.0%
4.2%
0.0%
0.3%
0.0%
1.1%
2.4%
2.0%
1.1%
0.8%

Qlty
79.4

63.8
76.4
62.0
71.4
64.8
74.6
60.6
9.3
68.0
47.5
82.3
5.0
31.5
5.7
69.5

PAR

0.5%
12.6%
16.0%
17.0%
8.6%
18.6%
9.6%
12.2%
9.1%
23.9%
10.7%
16.4%
18.0%
20.0%
16.5%
12.8%
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Candidates for Replacement

Based on PAR: Based on Quality  Based on Size

« SCSC (10.7%) |+ MMC (51.5) S Bk L Bl
« HIBB (9.6%) s SEsE

¢ ORLY (9.1%)

« COF (8.6%)

+ CHS (0.5%) Which stocks

are candidates
for replacement?

14
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Candidates for Replacement

Based on PAR: Based on Quality  Based on Size

+ SCSC (10.7%) » MMC (51.5) + CHS (12.8%)
+ HIBB (9.6%)  + SCSC (47.7)

+ ORLY (9.1%)

+ COF (8.6%)

+ CHS (0.5%)

\ CHS has a very low
PAR and takes up too

much of the portfolio

15
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Candidates for Replacement

Based on PAR: Based on Quality  Based on Size
e SCSC(10.7%)| <« MMC (51.5) « CHS (12.8%)

HIBB{9.6%) 2 Sl e
+ ORLY\9.1%) \
¢ COF (8
+ CHS (0. SCSC has mediocre

prospects and poor
quality

16
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Company Ticker Industry Price Quality PAR
Microsoft =~ MSFT Computer Software (Systems) $26.41 83.2| 18.1%

Company Outlook
Current Price (01/20) £26.41

Estimated Sales Growth

Rep I aC em ent Sales Growth Forecast 9,904

Expected Income Statement

Candidate #1 Current Sales 41,522.0

Met Profit Margin 34.4%
Projected Shares Outstanding 8,985.0
EPS - Five Year Forecast £2.29
Average F/E Ratio 25.0
Projected Average Price £57.28
Price Appreciation (Annualized) 16.7%

_ Annual Dividend Yield 1.4%
PAR - 18.1% 18.1%

Projected Annual Return

QU a||ty = 83.2 Quality

Financial Strength 100 25.0
EPS Predictability a0 22.5
Industry Sales Growth Rate 10.2% 12.1
Industry Net Profit Margin 158.2% 23.6
Calculated Quality Rating 83.2

Fundamental Data Updated: 11/25/2005
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Company Ticker Industry Price Quality PAR

Kohl's KSS |Retail Store| $43.62 91.2| 20.2%

Company Outlook

Current Price {01/20) $43.62
Estimated Sales Growth
Rep I acem ent Sales Growth Forecast 15.5%
. Expected Income Statement
Can d | d ate #2 Current Sales 13,450.0
MNet Profit Margin 6.9%
Projected Shares Qutstanding 354.7
EFS - Five Year Forecast $5.47
Average P/E Ratio 20.0
Projected Average Price $109.32
Price Appreciation (Annualized) 20.2%
PAR _ 20 20/ Annual Dividend Yield 0.0%
— . 0 Projected Annual Return 20.2%
Quality =91.2 Quality
Financial Strength 80 20.0
EPS Predictability a5 21.2
Industry Sales Growth Rate 7.5% 25.0
Industry Net Profit Margin 3.1% 25.0
Calculated Quality Rating 91.2

Fundamental Data Updated: 11/11,/2005

18
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Portfolio Transactions

Sales:

CHS
SCSC

Total =

$7,845
$3,045

$10,890

Purchases:

New stocks

MSFT $3,500
KSS $3,500

Add to existing stocks

PFE $1,500
WMT $1,500

19




B BETTERINVESTING

Dashboard: Portfolio Mgmt

Class [edit] Date: 01,/20/2006

Company Name Ticker Shares Price Value Pu?'?:fzilziu Growth P/E ;E-L Qlty PAR
American Intl Group Al 51 #66.71 £3,402 2.6% | 13.3% 2™ 2 3o 68.0) 23.9%
kohl's KSS | 50.2384 £43.62 £3,499 o.28% 15 .58 A 1% 91.2| 20.2%
Marsh & McLennan MM g0 %£30.65 %2 47 4 1% 31.5 20.0%
Jack Henry JKHY 210 $2@g 7 z U.5%  64.3 1B.6%
Microsoft MSFT 20 £ % S oA e ShE 25.0 1.4% 83.2| 18.1%
Ffizer FFE ) 7.0% 3.2% 18.0 2.4% 75.0| 18.0%
L-3 Communications LLL FEL T $5,208 8.6% 11.09 22.0 1.2% 82.0) 17.0%
Commerce Bancorp M1 CEBEH 65 $32.21 %2,093 q T 13.0 1.1% 75.7 16.5%
Wal-Mart WMT | 94.333 £45.00 M 18.5 1.1% 82.3 16.4%
Lowe's Lo 92| | :l 21.0 0.2% 76.4 16.0%
Investors Financial IFIN 157 | \ e 15.0% 18.3) 0.2% 63.8) 12.6%
Washington Mutual WM 33 | \ e 5.9% 7.45% 10.0 4.25% ol.6| 12.2%
Hibbett Sporting Goods| HIBE 145 $258.82 4$4,178 6.9% 20.0% 23.4 0.0% 74.6 9.6%
OReilly Auto ORLY 110 $31.13 4$3,424 5.7% 14.5% 16.0 0.0% 79.3 9.1%
Capital One Financial COF 52 $85.17 $4,428 7.3% | 10.7% 11.0 0.2% 71i.4 3.6%
Totals & Averages $60,310 100.0% 12.3% 19.6 1.0% 71.9| 15.5%
rontoli Averases PAR of 15.5% (was 12.8%)

FAR 15.5%% llue  Excellent s . "

71.9
12.3%
19.6
1.0%
74

g7

Quality

Growth

Average F/E Ratio
Average Yield
Financial Strength
EFS Predictability

breen | Good with

Euiial Average o
=

breen PAR is wit

Quality of 71.9 (was 69)
Weighting 9.9% to 3.3%

e Definite Improvement!

MIFPAR |The ManifesT TITrESOTIT TTEOTEIT P 0T I SI0CRE TIT I o0 a5,

MIPAR |10.4% 20
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Appraisal Report

Pagz 1 0120/06
Port Wrkshop 21 Jan 2005
Unit Total Market Market Lo of Unrealiz ed L] Estimated

Type/Security Quantity Cost Cost Price Value P ortfolio Gain/L o=z &L Income Yield P/E Beta
American Intzematio 51.00000 58.09% 347300 66.710 34021 5.10 ST 20 3060 0e 148 084
Capitzl One Financ 5200000 67086 348800 85.170 4478 34 £.64 535,54 168 556 01 114 167
ChicosFazlnc 185.00000 18917 340965 42410 784583 1176 434620 1243 0.00 00 416 180
Com mesce Bancorp In 13000000 16,863 348225 327110 418730 6.8 68505 198 6240 5 179 0358
Hibbett Sporting Go 145 00000 24,000 348000 18820 4178.80 £.26 62590 101 0.00 0o il 1m;
Lawestors Finzacizl 15700000 21231 348583 38020 5.960.14 853 148031 71.1 1256 02 174 133
Tack Henry & Azsoc 1000000 16514 348800 80 43720 655 BE3 30 153 3TAD 09 48 108
L-3 Communications 7000000 40871 3,401.00 74410 520870 7.81 1.717.70 497 3500 07 156 010
Lowe's Companizs In 52 0000 38054 350100 £3.130 5.807.96 870 130696 £5.9 1208 04 195 085
Mzrzh & Meleanan Co B0.00000 43433 347R50 30.850 1.452.00 343 -1.026.60 285 5440 13 /e 079
O Railly Avtomative T OO0 15813 34TEED 31130 5,848.60 1026 3,368.50 6.9 0.00 00 41 03
PfizarInc 10500000 31885 347665 24.710 148338 404 e 215 B1E4 31 140 050
feznzousce, Inc 5200000 67086 348800 5857 3.045.54 455 4338 127 0.00 00 111 142
Wal-m art Stores 61.00000 57402 350152 45.000 2.745.00 411 -T56.52 216 3660 13 175 065
Washington Mwtual I 8300000 41060 3.401.00 471580 353414 530 4314 11 162 68 46 1.7 037
5231820 66,719.87 10000 14.400.67 175 542 52 0 23 1D

Totals: 5231820 66,718.87 14, 400.67 275 54232 0 223 1m

Look at

“00 of Portfolio”

21
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Page 1 Performance Report 012006

Port Wrkshop 21 Jan 2005
IRR Period - 01/01/2005 Thru 01/20/2006

Unrealiz ed Realized

Beginning Additionz Gain/ Loz Gain/Loszx Ending Income IRR Annualized
Type/Security Market Value Withdraw als for the peried for the pericd Market Value Beceived For Period IER
Common Stocks
American Internatio 334817 0.00 5304 0.0 340271 00D 1.58 1.50
Capitzl One Financ 437882 0.00 4002 000 442884 00D 114 108
ChicozFas Inc BA23.05 000 57730 .00 784585 000 -6.85 -6.51
Commerce Bancorp In 41600 0.00 130 0.0 418730 00D 003 003
Hibbztt Sporting Go 3.B3R43 0.00 31043 000 417880 00D 231 126
Investors Financizi T.B46.86 ol Lo il S Sl 2ill -1184
Jack Heamy & Aszzoc 4.1E1.10 = 433
——— . |Compare portfolio return to
Lows's Companies In 510838 . . o 10
Mazrsh & Mclennan Co 263200 I n d I CeS (S& P 500 an d DJ IA) -6.50
O R eilly Automative 423550 3590
Pfizar Inc 103101 0.00 -137.62 0.0 -E11 =TT
Scanszource, Inc 313232 0.00 -1B6.62 000
Walsm art Storzs 3amom 000 47703 .00
Washington Mw=l I 350924 0.00 1400 0.0
Subtotal for Common Stocks §7.130.72 0.00 41083 000
Diow ones Ind Ave 10 78300 -115.82 10 66739
NASDAQ 2,175.44 72.26 2,247.70
S&D 500 121092 4057 1 24140

Total for Porcfolo(z) 67,130.72 000 -410.8% 000 66, 71087
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Past Performance vs.
Projected Future Return

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

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

e 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)

23
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Pase 1 Common Stock Diversification by Industry Sector 0L/20/06
Port Wrkshop 21 Jan 2005

Unit Total Market Market Unrealiz ed Lt Est. == Percent of -——-——— |
Industry / Qty Becurity Cost Coost Frice Value Gain/Lozz L Income Indwstry SBtocks P ortfolio

Conzumer Dizcretionary

18500000 ChicosFasInc 18517 3.490.65 42410 7.845.85 34620 124.19 0.00 3179 11.76 11.76
14500000 Hibbett Sporting Go 24000 3AB0.00 18820 417850 688.50 1008 000 1653 626 626
0200000 Lowe's Companies In 33054 350100 §3.130 580786 130686 £5.80 23 08 1353 g70 870
23000000 O Reilly Autom otive 15813 34TRED 31.130 684860 336880 0587 0.00 17.75 1036 1026

13.850.45 2468131 10,721.86 7681 1108 3680 3650

Conzumer Staplez

5100000 Wal-m art Stores 57402 3.,50152 45000 1.745.00 -756.52 -21.61 36.60 10000 411 411
350152 1.745.00 -T56.52 -21.61 36.60 411 411

Finaneial

5100000 American Intematio GE09R 347300 66.710 3402121 -T.Te -104 3060 14192 510 510

5200000 Capitzl Onez Financi 67096 348000 B5.170 442884 03084 1654 556 1847 &64 &84

13000000 Com merce Bancorp In 26863 3492123 32210 418730 2505 1950 §140 1747 628 638

15700000 Investors Financizl 1171722 342EE3 3E020 506014 248031 102 1256 420 BO5 BO5

BO.0DD0D Marsh & Mclennzn Co 43483 3A4TESD 30.650 245200 -1.026.60 -1831 34 40 1023 368 368

E300000 Washington Mutual I 42060 340100 41 380 353414 4314 124 162 68 1474 530 530

201268 13973.63 306005 1454 32820 3583 3583

Healthcare

10000000 Pfizer Inc 31.ED6

()

1
h
o
Ln

14710 1,683 3 B1 B4 10000 404 404

Bl B4 404 404

()

\
o
o
s
b
|
(=1
&
i
[FE]

Industriale

0 10000 7

—
1

TO0MY L-3 Communications 49871 349100 74410 5.20
349100 520

= | e
—
1

Information T echnology

21000000 Jack Heney & Assoc 16614 34EE2D 108X 437120 EE3 30 1532 378D 3B 655 655
5200000 Scansource, Inc 67006 348900 58570 304564 -443 35 -1271 00D 4106 436 436
65770 TA17 R4 43984 630 378D 11.12 11.12

Totals: 5231820 6:6,718.87 14, 400,67 1752 542352 100.00
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Financial

Conzumer Staples

Percent of Common Stocks

Healthcars
Induztrialz
Infermation Technology

Conzumer Dizcretionary

Consumer Disoetionary  37.0%

B Consumer Staples 4.1%
[ Financial 35.9%
O Heslthcare 4.0%
O Industrials T.B%
. Information Technology 11.1%

Total: 100.0%

25
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PAR is only 0.5%

e Percent of -——-——- |
Industry Stockz  Portfolio

Conzumer Dizcretimary

_ _ 3179 11.76 1176
145.00000 Hibbett Sporting Go 1052 626 626
0200000 Lowe's Companizs In AL B70 B0
220.00000 O Railly Autom otive 17.75 1026 1026

3699 3689
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PAR Is 8.6%

e Fercent of -——-——- |
Industry Stock:  Portfolio

1412 5.10 5.10

1247 6.64 664

1747 628 628

: j 1420 o5 B3

BOOD00D Marzh & Mclannan 1033 368 348
8300000 Waghineton M uhual I 1474 5.30 530

Quality was 51.5
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Home Moose Pond Investors Portfolio Summary on 30 December 2005 Excel file

S5G Company Industry PAR Rev Gr | Cur PE Qual | % Port Rec

ACS Affiliated Computer Services Computer Software/Sves. | 11.2% 13.0% 19.3 0.7 5 2%

AMGH Amgen, Inc. Biotechnaology 15.0% 17.0% 276 78.2 3.7%

BEBY Bed Bath & Beyond Inc. Retail (Special Lines) 14.6% 11.0% 19.6 92.6 4.2%

BEL Brown & Hrown o Einancial Sves My ) g 8% 15 0% 294 8.0 3 8%

C1

4 http:/tyhugh t/m a

4 http:/tyhughes.net/moosepon

Cc

EDS FactSet Research Systems Information Services 11.8% 156.0% 252 75.3 3.7%

EITB Fifth Third Bancorp Bank (Midwest) 8.0% 13.6 69.2 4 4%

HDI Harley-Davidsaon, Inc. Recreation 10.7% 9.5% 15.7 78.0 3.0%

INTC Intel Corporation Semiconductor 14.9% 10.5% | 16.4 _| 68.0 3.3%

IFIM Investors Financial Services Corp. Financial Sves. (Div.) 14 1% 12.0% 168 | 63.8 3.9%

JHHY Jack Henry & Associates Computer Software/Sves. 13.5% 227 64.8 4.8%

JHJ Johnson & Johnson Medical Supplies 10.9% 9.0% 176 83.3 3.0%

LOW Lowe's Companies, Inc. Retail Building Supply 13.4% 14.0% 206 76.1 4 0%

MMT Marsh & McLennan Co's Financial Svcs. (Div.) 7.0% 30.0 1.5 3.1%

MM Maxim Integrated Products Semiconductor 16.0% 247 6.1 3.7%

OXY Occidential Petroleum Petroleumn (Integrated) 14.4% 15.0% 92 80.0 4 6%

PDCO Patterson Companies, Inc. Medical Supplies 10.0%  12.5% 247 74.3 2.3%

PFE Pfizer Inc. Drug 6.5% 13.2 76.2 5.0%

SHV Synovus Financial Corp Bank 13.0% 17.0 3.3 4 1%

UTsl UTStarcom, Inc. Telecom. Equipment 12.0% MNMF 372 1.2%

WMT Wal-Mart Retail Store 11.0% 18.2 82.3 5.3%
Cash 6.3%
Portfolio Weighted Averages 14.3% 12.1% 18.9 731 100.0%
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Why We Divesify

o Volatility (ups and downs) = Risk

— We strive for 15% return but we can't
predict a stock’s price from day-to-day

o Types of Market Risk
— Nondiversificable or system risk
— Diversifiable or nonsystemic risk

* Higher risk investments should yield a
higher return over the long run

29
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TABLE 11.7 Portfolio Standard Deviations

(1) (2) (3)
Ratio of Portfolio
Average Standard Standard Deviation to
Number of Stocks Deviation of Annual Standard Deviation of
in Portfolio Portfolio Returns a Single Stock

1 49.24% 1.00
2 37.36 76
4 29.69 .60
6 26.64 .54
8 24.98 -1
10 23.93 49
20 21.68 44
30 20.87 42
40 20.46 42
50 20.20 A1
100 19.69 40
200 19.42 .39
300 19.34 39
400 19.29 .39
500 19.27 .39
1,000 19.21 .39

Source: These figures are from Table 1 in Meir Statman. “How Many Stocks Make a Diversified Portfolio?”
Journal of Financial and Quantitative Analysis 22 (September 1987), pp. 353-64. They were derived from E. J.
Elton and M. J. Gruber, “Risk Reduction and Portfolio Size: An Analytic Solution,” Journal of Business 50
(October 1977), pp. 415-37.
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Diversifying and Risk

15 Stocks +/-5

49.2

Diversifiab}ff risk
239

19.2

Average annual
standard deviation (%)

risk

|
|
I Nondiversifiable
|
|
]

| | | \._l_., NMumber of stocks

1 10 20 30 40 1,000 in portfolio

31



B BETTERINVESTING

riskgrades.com
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To manage your portfolio

Do an SSG on each of your stocks and
doitt

e FINC
e FINC

e FINC
e Kee

t
t
t

ne same way for each
ne stocks with the lowest return
ne stocks with the lowest quality

ne weight of each stock

0 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

e Don’t sell just because the stock price
nasn’'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

34



B BETTERINVESTING

Questions?

35



