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The following summary was provided by Ms. Betty Sinnock, founding partner of the Beardstown Ladies. She hopes that it will clarify some of the questions that have been raised about their “original” screening criteria as it appeared in their first text. You will note that their original $25 limit is gone...and some of the other screening criteria have been modified. Many NAIC investors utilize ValueLine as a source of information. Investment club approaches are as unique and diversified as our widely distributed group of NAIC investors. As always, find an approach that you’re comfortable with, and stick to it. Those charming ladies from Beardstown certainly have.

1.
Invest in companies that are in industries that are ranked in the top thirty.

2.
Limit investments in companies to those that are rated 3 or better for both timeliness and safety.

3.
Beta is a measurement of stock price volatility in relationship to the stock market Look for betas near 1.00 (0.80 to 1.20). Fast-growing companies have much higher betas but they can fall much faster as well.

4.
Invest in companies where debt is no more than 1/3 of total capitalization; or when debt is higher, investigate to see if the debt is being used in such a manner that will reap benefits for the shareholders. Compare companies to other similar companies to see if higher debt seems to be necessary to run their businesses.

5.
Look for current price-to-earnings ratios (P/E) that is no more than the average P/E for the last five years. [NAIC investors know this as a Relative Value under 100%.]

6.
The Upside/Downside Ratio should be at least 3-to-1. This means that when bought at the current price that your chances are three times better for price increases than decreases.

7.
Look for a 5-10 year history of sales and earnings growth with expectations of continuing growth.

8.
Diversify in industries and in the size of companies. We look for 7-10% sales growth in large companies, 10-12% in mid-size companies, and 12-15% in small companies.

9.
Seek companies where management has a record of increased pre-tax profits and return on shareholders equity.

10.
Watch the trends. Beware of shopping traffic patterns and invest in companies that offer a product or services that you use and like.

11.
Buy to hold. We do NOT try to time the market. We continue to hold our companies as long as there is continued growth, or total return, potential Keep track of your investments, with current Stock Selection Guides. Betty suggests that we “buy to hold...but not to forget”

12.
Reinvest your dividends to reap the benefits of compound growth. Over time you will enjoy watching your investments grow. Invest regularly. We used to buy stocks every month... we now find that we may do so only every other month or so. We’re always looking for the best companies at the best prices.

