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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 ("BI"). THE VIEWS EXPRESSED ARE THOSE OF THE INSTRUCTORS, COMMENTATORS, GUESTS 
AND PARTICIPANTS, AS THE CASE MAY BE, AND DO NOT NECESSARILY REPRESENT THOSE OF 
BETTERINVESTING. 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. BI 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 CEO OF BETTERINVESTING OR THE 
DIRECTOR OF CHAPTER RELATIONS. 

THIS PRESENTATION MAY CONTAIN IMAGES OF WEBSITES AND PRODUCTS OR SERVICES NOT ENDORSED BY 
BETTERINVESTING. THE PRESENTER IS NOT ENDORSING OR PROMOTING THE USE OF THESE WEBSITES, 
PRODUCTS OR SERVICES. 



PROVIDENT INVESTMENT MANAGEMENT

▪ Founded 1981 on foundation of BetterInvesting principles.

▪ $1.1 billion Assets Under Management (AUM) with over 300 
clients, many high net worth.

▪ Utilize individual securities to build growth, dividend and 
bond portfolios.

▪ Authors Investor Advisory Service (IAS) and Dividend 
Informer newsletters for iCLUB.

▪ Authors Repair Shop and Yield Signs columns for 
BetterInvesting magazine.

▪ Volunteer presenters at BetterInvesting conferences.



George A. Nicholson, Jr.

Co-founder, BetterInvesting

(formerly NAIC)

“The heart of our 
movement is democratic 
capitalism.”



BETTERINVESTING METHODOLOGY

▪ A growth company is one with a diligent management that 
has produced strong, consistent historical sales and earnings 
growth year after year over a five- to ten-year period.

▪ Past sales and earnings guide future projections.

▪ Invest in companies that can double in value over a five-year 
period.

▪ Balance growth and valuation to buy the right companies at 
the right price – a variant of GARP (Growth At a Reasonable 
Price).



THE STOCK SELECTION GUIDE (SSG)



SSG METRICS AND CRITERIA

▪ Visual railroad tracks – up and to the right.
▪ Sales and EPS growth, stable or expanding pre-tax profit margins, 

consistently high ROE, manageable debt levels.
▪ Historical range analysis of Price/Earnings (P/E) ratio combine 

with estimated earnings growth to calculate an expected high 
and low price five years in the future.

▪ Through zoning, goal is to identify stocks with at least a 3-to-1 
upside-to-downside ratio, i.e. potential appreciation should be 
roughly triple the potential downside.

▪ Assess relative value by comparing the current P/E to the stock’s 
five-year average P/E and the stock market to determine relative 
cheapness or richness.



BETTERINVESTING V “GLAMOUR STOCKS”

▪ Treats valuation in a historical context independent of market 
enthusiasm or “story”. Price momentum is not treated as 
validation.

▪ The 3-to-1 upside/downside requirement goes beyond simply 
selecting a great company by asking if the price is adequate 
reward for the risk.

▪ Rewards boring consistency over erratic growth, pre-revenue, or 
money losing businesses.

▪ Types of companies selected tend to be mid-caps in durable but 
boring industries, companies with a proven business model and a 
long runway, disciplined management cultures and under-
followed names.



VALUATION: GARP V BI V PURE GROWTH

▪ GARP
▪ Is the price reasonable enough that I’m not destroying my returns by 

overpaying?
▪ A high PEG triggers a trim or sale.

▪ BetterInvesting
▪ Historical P/E range as substitute for PEG.

▪ Pure Growth
▪ Valuation doesn’t matter if you identify a company compounding 

earnings at an exceptional rate over a long period of time.
▪ Qualitative assessment is key: market size, competitive moat, 

reinvestment opportunities, management quality, etc.
▪ A high PEG and/or elevated P/E can be justified by growth.



ASSESSING VALUATION RISK

▪ Nothing substitutes for industry research and following a 
company over time.

▪ Business quality is paramount.

▪ Continually challenge investment thesis.

▪ Listening to earnings calls and updating the SSG is helpful for 
quick metrics on quarterly results to monitor trends and 
relative earnings growth/valuation.

▪ Portfolio management challenges holdings with new ideas 
and helps with position sizing, staged buys, trims.



GROWTH STOCK PORTFOLIO MANAGEMENT

▪ Be mindful of position sizes and diversification.

▪ Write down investment thesis for each holding and continually 
monitor results.

▪ Opportunities to add:
▪ External market movements reprice growth attractively.
▪ Transitory issues create attractive price.
▪ Changes in industry, competitive position, etc.

▪ Opportunities to subtract:
▪ Mote erosion, management changes, questionable capital deployment.
▪ Metrics are deteriorating.
▪ Better growth stocks make themselves available.



FINDING GROWTH STOCKS EARLY

▪ Invest in what you know.

▪ Follow an industry you like to develop expertise. Look for 
customer contacts, trade publications, etc.

▪ Stock screens that target underfollowed stocks, particularly 
small and micro caps.

▪ See what insiders are doing.

▪ Spin-offs can unlock hidden growth businesses.

▪ Watch what large companies are acquiring.

▪ Publications, like the IAS, Dividend Informer and Small Cap 
Informer, can provide ready made growth stock ideas.



EVALUATING A GROWTH COMPANY

▪ Answer three questions:
▪ What is the firm’s competitive advantage?

▪ Networking effects, switching costs, scale advantages, intangible assets, 
management quality, capital allocation decisions, etc.

▪ Is it getting stronger or weaker?
▪ Metrics like relative growth versus industry, competition, gross margin 

expansion, customer retention and acquisition cost.

▪ Investment versus expense spending to defend position.

▪ How long will it persist?
▪ Technology disruption.

▪ Secular versus cyclical growth.

▪ Opportunities to reinvest in adjacent areas.







Investor Advisory Service: Founded 1973, uses 
BetterInvesting/SSG style GARP methodology.
▪ Named to Hulbert Investment Newsletter Honor Roll for 

15 years for consistent, long-term performance.

SmallCap Informer: Founded 2013, uses SSG approach 
to target smaller companies with long-term potential.
▪ Has outperformer S&P SmallCap 600 since founding.

Dividend Informer: Founded 2023, uses new approach 
to long-term quality & dividend growth metrics with aim 
to reduce volatility & still deliver performance.

OUR 3 INVESTING NEWSLETTERS

Visit www.BetterInvesting.org/AAII for special savings. 

http://www.betterinvesting.org/AAII




FOLLOW A COMPANY A WHILE… OR…
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