Ranking stocks by "performance”

Brainy's Share Market Toolbox

Ranking
stocks

How to rank a list of stocks
by “performance”?
Juna 2014
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Ranking stocks

We have a list of stocks
that we could invest in.

But we can't invest
in all of them at this time
(eg. not enough funds).

So, how to choose which one(s)?
How can we “rank” them?
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Long-term investors...
Might utilise fundamentals lke:
* PE (historic PE or forward PE?)
= ROI, ROE, TSR
« EPS
+ CAGR (Compound Annual Growth Rate)
+ elcetera...

But are these helpful?
And all investors are not the same!
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Dependencies

Qur choice can But:
glepahd-on; + How much time to
« Our objectives: commit each

* Aggressive? week?

« Conservative? « Are dividends
+ Short or long term? important for

income?
* Weeks or are they a
» Manths distraction?

* Years
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What about shorter-term investors?

What tools or methods,
or ideas might
shorter-term investors use?
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How to measure stock “performance”?

How can we measure
stock “performance”
to make sure that we

maximise our returns?

Mote
not company performance;
but stock perfarmance
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Interactive...
» Please ask questions.
* Let's discuss details.

* Price charts prepared
using BullCharts software.

Ii _.i www.bullcharts.com.au
BullCharts
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Important Notice — No Advice!
= This presentation does not include any advice.,

= For proper advice, your personal financial
situation needs to be considered. @

+ This presentation is pure education,
only for your general awareness.

» There are no recommendations to take any
action, or to invest any money in any way.

+ Always consult a properly licensed advisor
before making investment decisions.
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Today's market
Some home truths:
* The market index has gone nowhere in 8 years!

* But the market index has rallied 2012-2014
(37% since Sept 2011)

» Some stocks perform... sometimes
= Can't rely on blue chips
* Dividends are great

= Capital improvement can be realised
with careful stock-picking.

T - w
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One approach
One approach to today's lough market conditions:
* Ignore the longer term

* Focus on short to medium term
(weeks to months)

* Focus on capital returns
from improved share prices
(maximize profitz, minimise losses)

» Take dividends (by all means); but
don't get carried away chasing dividends.

trr e —— - w
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Careful money management
» Quit losses quickly to keep them small
» Let profits run

Then:

» The wins can be large, and

= the losses can be small
(remember the Win/Loss Ratio,..)

I I
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‘How to identify stock “performance”?

Would we like to spot
price performers like
the following charts...?

I, | -
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How to identify “performance’?

Would we like to spot
price performers
like these?
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Achievable? or selective?

» The sceplics amongst us will think that
those charts are carefully selected
with hindsight — and anyone can do this
« BUT:-

They are based on a seleclion strategy
which relies on a rising price trend (uptrend)

How fo compare
stock performance
in an uptrend?

v ey —— 2 w
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How to quantify price increase

» There are many ways to quantify share price
increase over time

» Some methods are subjective

* For shorter-term investing,

we could quantify “performance” as
the amount of share price increase

over a specific time period (eg. over 5 weeks).
« And consider as a "percentage”.

v ey —— 2 w

- —~ Ranking stocks by “performance”
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How to quantify price increase

The change in share price
divided by the number of “bars”
(ie, the “slope” or gradient on a price chart)

expressed as percentage
(ie. divide by original price).

v ey —— 2 w
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Problem — price is volatile

= Because the price is volatile, e ———
the percentage change in price 2 ™
can be a different amount [
by adjusting the time period
by just a couple of bars.

= So, use a Moving Average!
and quantify the “percentage price increase”
of the Moving Average.

For example...

=

.. . Remember this chart a
few minutes ago?
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' Daily chart + Stop Loss (the dots)
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ch to measure price perfc:rmanr:e’?

R Study the
right-hand end

of the chart...

) Ii_'u] The Trend Ruler tool.
(b} Slope of the EMA.

(c) Copyright, June 2014, Robert B Brain

10



Ranking stocks by "performance”

b - " "
By & i Ranking stocks by “performance

Some decisions to make

We can try to quantify the percentage change of
a Moving Average, over a specific number of bars.

* Which Moving Average? — 15, 30, other?
« Over how many bars? — 5, 10, 20, other?

One combination / view is:
= 15 week EMA is good enough,
» On a weekly chart, 5 weeks is plenty.

R, . "

?-;‘5% - Ranking stocks by “performance”

: e
How to do this easily? T

example -

. e 2]
Run a scan (filter) T T e

across my 416 b ety SR i
“liquid™ stocks. | ———
. : 1 e B
The “MA-percent-diff” e e e
column is percentage ot ryend o
increase over 5 weaeks v r.-w.-:a.'. i =
(multiply by =10 for py =, i
annualised value). | e
i B BeeA i an
Found 23 stocks Ty e
more than 10%. or et T LT
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' The ROAR chart indicator

The technical analysis SIS
ROAR chart indicator
is another useful tool |j

to quantify share price Ij.'ll'JI]

performance.

\g—_ﬂhj‘:’%—{:
ROAR = Rale of .hn\q::-:—m— ] - T
Annual Return ROAR .

An estmate of e annualised nomass in Rale ol
shame price. for any specic week acrcas Fa
chart

Mgk iy calculited from ivprages of
tha chigd in SRans pRcR Over & Fecent
period i Bma
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The Scan results...

Here are the m
last scan results | 5

= Eofrbd Ll ek it
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Let's check some charts...

The next few slides are
a few price charts
for the stocks from

the scan results list.

P —
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Locks like a news
anmouncement
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Quantify performance?

So, can we quantify share price performance
so that one stock can be compared to another?

Yes, using:

« Moving Average, and the
change in MA over time

* Chart indicators — eg. ROAR.

B _,'.-ﬂ-“ L 1 1 i "
j.g Ranking stocks by “performance

Can we scan for stocks then rank?
Yes, it is possible to scan for stocks that

meet criteria (such as m
share price increase),

End'- n:---.-.-.I ; TR ; 1-

* Quantify the price -:“ W.Hl} s - :;
performance, and |- g b 12 Ham s
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+ Sort the list of T LT R O~
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Conclusion — AND / BUT
It is possible, BUT:
« Mot all *hits” are good prospects

» It is very useful to view the price chart
before making a decision

« |f we could write some carefully worded
“decision criteria”, then we can remove
some guesswork,

Ewery char tells a story,
Understand the story in the chart.

- w

Technical Analysis Seminar

» “Share Market Price Charts — Unlocking
the Secrets”

= Saturday 28 June,

» Vermont South Community House
= $195 per person includes:

W

- 100+ page handbook
- light lunch Free car parking,
usually small growp
= 10am to 4:30pm

More: www.roberbrain com/shareseminar

=
Q&A7Y

Questions?
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- Summary & Wrap up

Don't forget my Toolbox

W

« Brainy's Share Market Toolbox “'V{ff;;:
«  www.robertbrain.com |
+  Loads of eBook (PDF) Articles L5 !'-".5’7'-’#

L]
Infe: share market, charting, BullCharts

+  Weekly Market Updates and Walch List
+  monthly e-Newsletters
» Good software — BullCharts
www. robertbrain, com/bulicharts!
= My contact details:
web site above, or phone: 0438 355 910

- Summary & Wrap up
“

THE END

See free stuff here:
www.robertbrain.com/free

Thank you,

www.robertbrain.com

or phone: 0438 355 910

(c) Copyright, June 2014, Robert B Brain

17



