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Graham & Buffet Inspired Discounted, Fundamental, Seasonal Analysis

by
Glen Bradford and his Mentor Doug Hall
Mission Statement: 

Beat the market by buying undervalued, fundamentally strong companies with growth potential, minimizing downside risk and maximizing upside gain.

Our Simple Truths:

Buffet determines the value of a company by projecting its future cash flows and discounting them back to the present with the rate of long-term U.S. government bonds. We do too.

Focus your portfolio on a few good companies. Concentrating on good stocks is safer than diversifying across mediocre ones. That said, just as a business puts more money into its most successful ventures, you should invest more money in your stocks that are expected to perform well.

Sales are the key to everything. Profits must follow sales.

Stop losses at 8% and add more money to winners, pyramiding their gains. Ideally, sell losers and keep winners.

Avoid debt and companies with debt.

A company's value is not defined by what it has done, but what it is able to do. The key to getting bargains is looking ahead, not looking back.

People hate risk when it threatens gains, but they love risk when it could prevent losses. We're odd creatures, so intent on averting loss that we're willing to risk losing even more to do so.

Stocks drop twice as fast as they rise. Loss is painful, on average twice as painful as gain is pleasurable in matters financial.

Speculation: Making a calculated bet with a limited amount of capital that turns into a monster home run. I believe speculation is not only healthy and terrific, but is vital to true diversification.

The basis, or the individual cost of the stock should not affect decision making.

Recommended Readings:

Benjamin Graham

The Intelligent Investor

Security Analysis Co.A. David Dodd

Philip A. Fisher

Common Stocks and Uncommon Profits

Peter Lynch

Beating the Street

One Up on Wall Street

Franses, Philip Hans

Time series models for business and economic forecasting


Introduction to Business Statistics

Technical Strategy:
Step 1: Have some idea of where the economy that you are investing in is headed. 

Read the news occasionally and watch some television just to gain an understanding of what is going on.

Step 2: Find potential companies

Scour magazines and internet articles for lists of top companies. Sort out the ones with decreasing net income trends or negative net incomes without justification. There will be times where there are 1-time exceptions.

Step 3: Keep the predictable ones (only linear and semi-log)

Chart their fundamentals and keep the ones that have a r^2 value of at least 0.90. These ones are predictable in nature. Note potential seasonality. The predictability should be charted across the company revenues.

Step 4: Read the news and bios and investor opinions on each of the companies.

Give them a grade for the probability that the stock will outperform the market and/or actually meet your forecast. Look for weaknesses in cash flows and high debt.

Step 5: Put your money where your mouth is.

Buy the best stocks that you’ve selected and read the news on that particular stock in order to avoid owning a stock that has taken a turn for the south too long. Follow industry news and economist forecasts. Understand the business cycle and how interest rates affect business valuations.
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