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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 Betterinvesting™ National Association of Investors Corporation (“Bl”)
or the National Investors Association, its volunteer advisory board (“BIVAB”).
The views expressed are those of the instructors, commentators, guests and
participants, as the case may be, and do not necessarlly represent those of
Betterinvesting™ or BIVAB. 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. Bl 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 President of Betterinvesting or the
Manager of Volunteer Relations.




Armchair Quarterbacking Your Portfolio

= Managing your portfolio like a sports
team...

Hypothetical 25 stock portfolio
Average position size is 4% (100%/25)

Portfolio divided into 3 groups (or
squads)

= Practice Squad/Injured Reserve

= Starters

= All-Stars




Armchair Quarterbacking Your Portfolio

Practice Squad Starters All-Stars
20% of Portfolio 60% of Portfolio 20% of Portfolio

Purpose: Purpose: Purpose:
» Development = Core » Performance
* Injured Reserve

~ 5 stocks ~ 15 stocks ~ 5 stocks
2% Position Size | 4% Position Size | 6% Position Size




Armchair Quarterbacking Your Portfolio

» Practice Squad (smaller position size ~ 2%)

Development:
* Proving ground for new investments

= Small initial positions, that typically grow to
become starters

= Let’'s look at an example....




“ Development: small cap
~r W/ fast growth...become a
... core player or all star?
Take an initial position

Perce vt Chan

and watch closely...
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Armchair Quarterbacking Your Portfolio

» Practice Squad (smaller position size ~ 2%)

Injured Reserve (IR)

= Older investments that are not performing
as expected

* Finite period to recover
* Improve or be ‘cut’ from team

= Let’s look at two examples, one just starting
to fall; another that should have been ‘cut’
several quarters earlier — lost opportunity
cost!
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Injured reserve: former
starter showing signs of
failing fundamentals.

Declining PERT-A. Rehab or

| cut??...

.

£,300.1

i
X

3.07

W

% CHAMNGE

[ 8

EP:Z SHLES
3.6 9.7| 14.9
11.2| 10.6| 14.4
12.9( 13.0| 15.4
13.7( 14.4| 14.5
15 .2 16.3| 12.9
10.6( 11.7| 11.8
10.9( 11.7| 13.8
9| 10 4| 16.2
(6| 9.2 17.a
10.6( 10.6| 18.9
11. 8| 11.7| 18.0
13.3( 13.4| 14.7
14 4 |

11.0( 10.2| 14.0
4.4 2.2| 12.1
~ =




| BETTERINVESTING NATIONAL CONVENTION

2K, FY 2007 02 (Ended 12731/2006) e
‘ RECENT QUARTERLY FIGURES ‘ | ‘ | | ‘ | #h CHRIEE
- EPZ ::':'--_' TALES
.. Injured reserve: former starter
. - 23.5| 14 1| 19.5
— that has repeatedly shown failing
500 . 20 4| 10.7| 11.5
= fundamentals. Time to look for a
il 20,0/ 33.0 1
= replacement!
10,1469 30.4| 52.1| 23.3
200 36.2| 65.1| 35.0
43.9| 68.1| 48.4
42.5| 71.6| 46.9
45 37.0| 59.0| 38.5
100 53537

: 34 31.9| 46.7| 31.1
g 25.4| 33.2|( 23.%
B0 )?JITK l} ‘(l;%luﬂﬂ“ NG 23.0| 26.0| 198
=0 A o \4 I 18.0| 19.2| 16.9
- 12.0( 16.0| 11.8
18.9| 15.5| &.4
17.6| 11.9| 4.4
o~ 22 9| 15.9| 2.9
20.5| 15.0| 2.5
16.7| 11.1| 6.0
20% 14.2| 9.5 12.1
ﬁq.f 1o
1.7 -2.2| 23.5
15% -2.9| -7.8| 23.0
-8.3-15.6| 17.6
11 3|-22.2| 11.6




_

Opportunity Cost of holding onto IR stocks...taking up a place
In your portfolio that could be held by a starter, all-star...

$10,000 invested | $10,000 invested | Return required to
@ 7% annual @ 3% annual catch up
growth rate growth rate
$10,700 $10,300 11.2%
$11,449 $10,609 15.5%
$12,250 $10,927 20.0%
$13,108 $11,255 24.6%
0
$14,026\ b, $11,593 __— 29.5%
N/ Increasingly difficult to catch up

$2,433 better than ‘IR’ stocks...




Armchair Quarterbacking Your Portfolio

= Starters (4% Position Size)

Core

* Most investments spend bulk of time as
starters

* Providing many of the portfolio
responsibilities, such as diversification

= Occasional appearance as all-star, or on
Injured reserve

= Example
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Taze | Common Stock Diversification by Industry Sector DE/L4M08

Starters maintain diversification...
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= All-Stars (overweight 6% position size)

Transitory:

= Only an all-star for a portion of time In
portfolio

= Slots reserved for those investments w/
highest probability of success

= Unlike starters, bear few portfolio
responsibilities

= Main objective Is performance
= Example
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Armchair Quarterbacking Your Portfolio

* This class reviews steps for managing
your portfolio so your team consists of
the proper mix between practice squad
vS. starters vs. all-stars

Manage so that ‘core’ starters do not fall
onto injured reserve, or If so, rehab or cut;

As all-stars grow, move Iinto ‘core starters’
and look for replacements to all-star
category,

Are practice players growing into ‘starters’
or all stars? ? If not, time to cut and look for
replacements
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= While managing your team roster mix,
this class will also show why you must
consider:

Investment Record Keeping
* Managing impact of your activity
* Buys, sells, reinvestments...

= Monitoring diversification...
* Performance measurements...

= Tax Planning Tools
= Managing gains/losses...
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» Using Betterinvesting’s Portfolio Manager, we will look at
a sample starting roster and:

Review its allocation and diversification.

|ldentify those “injured reserve” stocks that need
replacement.

Maintain a “reserve list” or “watch list” for possible
replacements. Import such a list from Investor’s
Toolkit 5.

Consider the tax consequences and effect on
diversification of our decisions.
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Practice/IR v. Starters v. All-Stars:
* Growing to become core
* Time to cut former starters that are destined to IR
« Are all-stars meeting objective of performance
Add organization to your playbook

« Bl Portfolio Manager offers tools to organize and
manage

* Verify stocks are meeting their goals

« Understanding where you are, to know ‘who to
bench, who to draft’

Tax Planning Tools

* Opportunity costs, managing gains/losses
Decision tools

« Making the right calls
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Requirements & Purchase Information
Portfolio Manager v5.

= $129 for Betterlnvesting Member
= $169 non Betterlnvesting Member

= Available here at BINC 2009
Betterinvesting Software Sales in Expo
Call Betterinvesting:
@ 877-275-6242, ext. 4

= \Web sites: e
WwWW.betterinvesting.orq
www.biportfollomanager.com

Free Demo Available



http://www.betterinvesting.org/
http://www.biportfoliomanager.com/

Make A Difference In
Someone’s Life

If you have benefited from
BETTERINVESTING,
N .
BN Please pick up some & & 9
(B® BETTERINVESTING D

materials “jr'@%n

and introduce others to this
opportunity.
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u 7
Questions”

Please fill out your evaluation form |
Seminar ID: 226

and turn it in immediately following
the session

Email: QUANT IX SOFTWARE, Inc.
techsupport@guantixsoftware.com



mailto:techsupport@quantixsoftware.com
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