Sven Carlin — Stock Market Investing January 2020

How to find stocks that will increase 10 times!

| am really exited to start with the second part of Peter Lynch’s book One up on Wall Street.
It is the core of the book as it discusses how to pick winners for our stock portfolio and
touches on the following subjects:

1) Where to look for winners

- How to exploit an edge

- How to find the most promising investments

- How to evaluate what you own and what you can expect to gain within,

2) Categories of stocks

- Six categories of stocks

- The characteristics of the perfect company

- The characteristics of the companies to avoid

- The importance of earnings

3) Stock market research

- The questions to ask when researching a stock

- How to monitor a company’s progress

- How to get the facts

4) Fundamentals

- How to evaluate cash, debt, price/earnings ratios, profit margins, book value,
dividends etc.

1) Where to look for winning stocks — you edge

I still remember how more that 10 years ago | needed to buy a special book and I found it
only on Amazon. Of course, I made an account and bought it. I didn’t think about the stock at
the time because I was looking at different markets and was doing well, but...

| think the chart tells the whole story. 10 years ago, Amazon was at $120 while now it is
above $2,000. That is more than a 10-bagger that was in plain sight for me.


https://amzn.to/2Hkflra
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This is also Lynch’s message, to find great investments around you, in the things you use and
see others using. Use what you already know to find great investments!

Lynch uses Automatic Data Processing (ADP) as an example of a business that many use,
that many had been using since it went public in 1961 and how the stock increased 600 times
between 1961 and 1989.

Maybe you're a teacher and the school board chooses your school to
test a new gizmo that takes attendance, saving the teachers thousands
of wasted hours counting heads. “Who makes this gizmo?" is the first
question I'd ask,

How about Automatic Data Processing, which processes nine mil-
lion paychecks a week for 180,000 small and medium-sized compa-
nies? This has been one of the all-time great opportunities: The
company went public in 1961 and has increased earnings every vear
without a lapse. The worst it ever did was to earn 11 percent more than
the previous year, and that was during the 1982-83 recession when
many companies reported losses.

Automatic Data Processing sounds like the sort of high-tech enter-

What is interesting is that since 1989 when the book was written, ADP just continued to do
what it does best; compound.
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ADP stock, after being up 600 times from 1961 to 1989, is again up 40 times since 1989, not
even including the ever growing dividend. So, an investor buying Lynch’s book in 1989,
which was a bestseller at the time, could have found a great business in the book itself.

The message is that we can find great businesses by simply looking around us, at the place
we work, within our circle of competence. We look at some product, and then we go look if
there is a stock that represents the business. Very simple!

In order to keep it simple, I’ll stop here with this lesson and leave it to you to name 3 brands
in the comments that you use, where you like the product and you feel there is a positive buzz
around. 3 brands that you don’t even know whether there is a stock out there. Let’s see what
we find.

Then, when you find something interesting, then comes the research part of analysing an
investing opportunity which is the content of the next lesson.


https://amzn.to/2Hkflra

