Notes to Accompany Stock Evaluation and Proposal Form

What follows are some explanations for most of the items you see included on the Proposal Form on the other side. These aren't the only things you might look at when evaluating a company. But they are some of the most important ones. Of course, you also want to have some idea of a company's recent sales, expense and profit trend. And you'd like to monitor some of the recent news about the firm as well.

Industry – You'll find an industry name when you obtain other information on financial sites such as Yahoo! Finance (finance.yahoo.com). Apple Computer, for example (ticker symbol aapl and traded on the Nasdaq exchange), is listed as belonging to the computer hardware industry. No surprise there.


By obtaining the industry, you'll start having a better idea of the firm's competitors. And everyone else will have a better idea, too.

City and CEO or President's Name – These are small things that nevertheless highlight something important: You need to know about the company you're recommending. "CEO" stands for chief executive office and is one of three ruling positions in any firm. The other two are the president (who is often also the CEO) and the chairman of the board of directors (who is sometimes both CEO and president, too). Take the time in your research to note who's running the company.

Ticker Symbol – This is the group of letters assigned to the company's stock. You'll see these letters on television reports of stock prices (the ticker tape) and in newspapers that publish prices.

Stock Exchange – For US stocks, there are two main exchanges. The New York Stock Exchange (NYSE) is the most famous. This is a physical place, on Wall Street, where traders trade. Many larger and more established firms trade on the NYSE. NASDAQ isn't a place. It's an electronic network of trades and it has become popular recently because it includes a lot of the upstart and high tech firms.

52-Week Low and High – This refers to the lowest price on the company's stock in the past 52 weeks and the highest price in the past 52 weeks. These prices are reported on most financial web sites when you look at stock profile or price information. It's valuable to know where the current price is relative to this one-year range. If it's near the high end, you might think a little about whether it will exceed its recent high mark. Near the low side, maybe the current price has room to rise.

But these are only descriptive statistics. They are not predictors of where the price will go. (On the other hand, if you know that many of the company's competitors have recently broken through their 52-week highs (or lows), you might have reason to feel more comfortable about any guess based on this range.)

Earnings Per Share (EPS) – This is a number that's widely reported and popular for stock analysis. It's simply the profits of the firm (net income, which is roughly all revenues minus all expenses) divided by the total number of shares outstanding. Forecasts of company performance for the next few quarters (or a year or two) are often done on an earnings per share basis. As you look at either current or projected earnings per share, you of course want the number to be increasing.

P/E Ratio – This is the firm's current stock price divided by its earnings per share. You get the price from online sites, of course, or today's newspaper. Use online sites, or the company's financial statements, to get its earnings (net income) for the current quarter or year. P/E ratios are popular measures of a firm's performance, though some analysts question whether they're always useful. It's best to look at P/E compared to an industry average, or to major competitors' P/E ratios. If the company you're looking at is considerably below the industry average, and it's earning are pretty good, then perhaps this is evidence the stock price will rise and "catch up" to its competitors. If the P/E ratio already is considerably above the industry average, then you would look for some special reason for this or be a little concerned its price might be already pretty high.

Other – There is no end to the amount of information you might collect on a particular firm. There's more technical data that many investors routinely use before making decisions. You're welcome to get as involved in company analysis as you want.


But what makes investing genuinely accessible to everyone is that the good investment decision still comes down to some very basic common sense: Does this firm's business look like something that is expected to do relatively well or poorly over the next few years? Lots of numbers and graphs don't necessarily move you close to answering that question.


Be reasonably attentive. Read news. Observe how you and your friends or colleagues live. Consider what kinds of things you do now that you'll want to do more of in the future. Ask yourself what products you like to buy and use and buy again. Think about the future. Anyone approaching investing from this angle stands as good a chance at making smart decisions as anyone else.

