Student Investment Association 
- Introduction to the Analyst Program -

Wednesday, September 15, 2010

Outline:

I. Introductions

II. History of the Analyst Program – AP

III. Purpose of the SIA investment portfolio

IV. Benefits of the AP and who should join

V. Fund philosophy and investment process

VI. Recap of past presentations

VII. Meeting Schedule

VIII. Questions

Helpful Resources:

-SIA Website: www.msu.edu/~investor 

-Investopedia Website: www.investopedia.com 
-Investment Checklist

-Resource List

-Past Presentations/ Tutorials

SIA Investment Philosophy: 
· Invest in companies that appear to be undervalued.  We invest based off the company's fundamental values and metrics, not based on momentum or speculation.  These companies should have or should be developing a strong competitive advantage.  We only invest in companies that meet our criteria, and do not fall outside our metrics.  The reasons for purchasing a company should be defined (quantitative and qualitative) at the time of purchase, and should be sold when the company no longer falls in these measures.
I. Price to Earnings Ratio – PE

Investopedia: A valuation ratio of a company’s current share price compared to its per-share earnings
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Example: If a company is currently trading  at $20 a share and earnings over the last 12 months were $2 per share (EPS), the p/e ratio for the stock would be 10 ($20/$2)

Further Explanation: The P/E is sometimes referred to as the “multiple”, because it shows how much investors are willing to pay per dollar of earnings. If a company were currently trading at a multiple (P/E) of 20, the interpretation is that an investor is willing to pay $20 for $1 of current earnings 

In general, a high P/E suggests that investors are expecting higher earnings growth in the future compared to companies with a lower P/E. It is important to compare P/E ratios with companies in the same industry, market in general, or against the company’s own historical P/E. ex: technology vs. utility companies

SIA Criteria: P/E ratio no greater than 20

II. Return on Equity – ROE

Investopedia: A measure of a corporation’s profitability that reveals how much profit a company generates with the money shareholders have invested
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      Further Explanation: ROE is useful for comparing profitability of a company to that 

      of other firms in the same industry

                  ROE is also known as “return on net worth”



      SIA Criteria: 3-year average greater than industry average


      Ratios: Greater than 10%

III. Price to Book Ratio – P/B

Investopedia: A ratio used to compare a stock’s market value to its book value
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      Further Explanation: A lower P/B ratio could mean that the stock is undervalued. 

      However you need to be careful, because this varies by industry 


      SIA Criteria: Less than or equal to industry average 


      Ratios: Less than 1.5 – 2.0
IV. Debt to Equity Ratio – D/E (Secondary Screener)

Investopedia: A measure of a company’s financial leverage


      Formula:   [image: image4.png]Total Li
Shareholders Equity

s





Further Explanation: A high D/E ratio generally means that a company has been aggressive in financing its own growth with debt. This can result in volatile earnings as a result of additional interest expense

Ratio: Less than 1.5 – 2.0 
Yahoo Finance: 

Website: www.finance.yahoo.com
Stock Screener Directions:

1. Go to the website
2. Put cursor over the investing tab on top of the website and click on stocks
3. Under the research tools section click on stock screener 

4. Click on Launch Yahoo! Finance Stock Screener

*your internet setting must be able to allow pop-ups in order for the screener to launch 
properly
5. Start adding your criteria

- P/E: under valuation

- ROE: under profitability 

- P/B: under balance sheet

- D/E: under balance sheet
Utilizing Yahoo Finance:


- Look up company information (statistics)



- Profile




-background of the company



- Key Statistics




-financial statistics 



- Sec Filings




-annual reports = financial statements





-information you will need for your DCF model




-see next section for more information



- Competitors 




-see competitor’s performance and financial statistics 



- Industry 




-find the company’s industry group 




-find the industry averages



- Charts 




-show historical performance




-model charts to show competitor’s statistics
Sec Filings and Financial Statements:


- Information is provided on Yahoo Finance and the SEC website



- SEC/Edgar website: www.sec.gov 



- Look for the Filings and Forms (EDGAR) tab 




- Click on search for company’s filings 



- Click on Companies and other filers 



- Enter company name or symbol




- Under the form section, look for 10-K 




- Click on html file




- Click on the 10-K file – usually it is the first one (the biggest file size)



-Yahoo Finance




- Click on SEC Filings 




- Look for 10-K File




- Click on the computer icon

Last Minute Tips:

-Get to know your team and their schedule 


- Be active within your team – no matter if you are an educated or non educated member, 

   it is the only way to learn and excel 


-Plan ahead


-Do not be afraid to ask questions 

