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Disclaimer
• The information in this presentation is for educational purposes only and is not 

intended to be a recommendation to purchase or sell any of the stocks, mutual funds, 
or other securities that may be referenced. The securities of companies referenced or 

featured in the seminar materials are for illustrative purposes only and are not to be 
considered endorsed or recommended for purchase or sale by BetterInvestingTM

National Association of Investors Corporation (“BI”). The views expressed are those of 
the instructors, commentators, guests and participants, as the case may be, and do 

not necessarily represent those of BetterInvesting. Investors should conduct their own 
review and analysis of any company of interest before making an investment decision.

• Securities discussed may be held by the instructors in their own personal portfolios or 
in those of their clients. BI presenters and volunteers are held to a strict code of 
conduct that precludes benefiting financially from educational presentations or public 

activities via any BetterInvesting programs, events and/or educational sessions in 
which they participate. Any violation is strictly prohibited and should be reported to the 

CEO of BetterInvesting or the Director of Chapter Relations. 

• This presentation may contain images of websites and products or services not 

endorsed by BetterInvesting. The presenter is not endorsing or promoting the use of 
these websites, products or services. 
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Talking About Sell Signals

• When NOT to sell

• Wrong reasons for holding

• Developing a process for selling

• When to consider a sell

• Sell signals on the SSG

• Sell signals not on the SSG
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Identify a 

quality growth 

company

at a 

reasonable price

What do we do when looking to invest?
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Talking About Sell Signals

• Finding stocks to buy is FUN

• Selling a stock because it is doing poorly or 

because it has done too well is hard

• Selling a stock to prevent losses or increase 

gains is as important as buying

• How do we decide?

Buy – Hold – Sell
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When NOT To Sell

• You think you should be doing something (CTSH)
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When NOT To Sell

• You think you should be doing something (CTSH)

• The Stock hasn’t done anything (FAST)
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When NOT To Sell

• You think you should be doing something (CTSH)

• The Stock hasn’t done anything (FAST)
• The price has gone up a little (V)
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When NOT To Sell

• The price has dropped

• Often temporary and out of proportion to the risk (BIIB)
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When NOT To Sell

• The price has dropped

• Often temporary and out of proportion to the risk (BIIB)

• Bad news from the company or about one of its 
competitors (CMG and e-coli)
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When NOT To Sell

• The price has dropped

• Often temporary and out of proportion to the risk (BIIB)

• Bad news from the company or about one of its 
competitors (CMG and e-coli)

• An analyst downgrades a stock (SBUX)
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When NOT To Sell

• The price has dropped

• Often temporary and out of proportion to the risk (BIIB)

• Bad news from the company or about one of its 
competitors (CMG and e-coli)

• An analyst downgrades a stock (SBUX)

• Insiders are selling

• They need the cash or diversification

20
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Wrong Reasons for Holding

•You have fallen in love with your stock

•You don’t want to admit to a mistake
•You hate to lose money
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When To Consider A Sell

• When the reasons for buying the stock no longer 
apply

• “If you know why you bought a stock in the first 
place, you’ll automatically have a better idea of 
when to say good-bye to it”

• Peter Lynch, One Up on Wall Street

23

Develop A Process

• Write down the reasons you want to buy the stock 
and keep them with the SSG

• Think about why you might want to sell the stock 
before you buy and become emotionally involved

• If you sell the stock, record the reasons

• Six months later review the sale to see if you 

made a good decision

24
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When To Consider A Sell

• You need the money
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When To Consider A Sell

• You need the money

• Your portfolio is out of whack
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When To Consider A Sell

• You need the money

• Your portfolio is out of whack

• Company fundamentals or business outlook are 
slowing or deteriorating

29 30
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When To Consider A Sell

• You need the money

• Your portfolio is out of whack

• Company fundamentals or business outlook are 
slowing or deteriorating

• Price Earnings ratio (P/E) is significantly above 5-
year average P/E
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Big Charts
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SSG Section 1 Buy/Sell Signals

• Buy/Hold

• Sales, pre-tax profit margins, and EPS growth 
increasing steadily at an acceptable rate

• Growth is consistent

• Most recent quarter is equal or better than the historical 
and projected growth rates

• Sell

• Growth slows to an unacceptable rate

• Growth is erratic

• Most recent quarters are significantly less than historical 
or projected growth rates

• Three quarters of declining or sub-par performance
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Section 2 Buy/Sell Signals

• Buy/Hold

• Profit margin and ROE are stable or trend steadily 

upward

• Profit margin and ROE are above the industry average

• Sell

• Profit margin or ROE trend downward

• Profit margin and ROE are significantly below the 
industry average

36
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Section 3 Buy/Sell Signals

• Buy/Hold

• The current P/E is at or below the average P/E

• If there is a dividend, the payout ratio is stable or 
increasing

• Sell

• The current P/E is above the High P/E

• Dividend cuts or suspension

• Dividend payout increasing faster than earnings, thus 

lowering future EPS growth rate
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Section 4 and 5 Buy/Sell Signals

• Buy/Hold

• Upside-downside ratio is 3:1 or better

• Total return meets or exceeds your target return

• Sell

• The upside-downside is less than 1

• Total return and /or projected average return is 

significantly less than your target area
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Total Return
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When To Consider A Sell

• Total Return does not meet your goals

• Another company offers equal or better returns 

with less downside risk

• A company of equal or higher quality offers better 

potential returns

Another good use of the 

Stock Comparison Guide
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Sell Signals Not On The SSG

• An adverse management change has occurred

• The customer base is shrinking

• Competition is increasing (economic moat)

• Product falls out of favor or is replaced by new 

innovation

• Product pipeline is deteriorating
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Sell Signals Not On The SSG

• Funding for research and development is 
decreasing

• Financial results show a problem or worse

• Price drops below your estimated low for no 

apparent reason

• Negative information provided in news releases, 

annual reports and analysts reports
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Finviz For News & Much More
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Analysts Opinions
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Recent News
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Beginner’s Guide to Financial 
Statements

• http://www.sec.gov/investor/pubs/begfinstmtgu
ide.htm
• Basics

• “Show me the money!”
• Balance Sheets

• Income Statements

• Cash Flow Statements

• Read the Footnotes

• Read the MD&A

• Financial Statement Ratios & Calculations

• Bringing It All Together
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http://www.sec.gov/investor/pubs/begfinstmtguide.htm
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How To Speed Read A 
Company’s Annual Report

• Where to find it and why it’s important
• Stock classes

• Auditor changes or disagreements

• Auditor’s report
• Risk factors

• Legal proceedings

• Consolidates financial statements

• Management’s discussion of results
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Time for Questions

Make A Difference!

Have you benefited from BetterInvesting?

Introduce our unique 
investment education to others!

Share BetterInvesting materials 
with your family and friends!

BetterInvesting.org/InvestBetter
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