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dISCLAImeR This publication 
is general in nature and does  
not take your personal situation 
into consideration. You should 
seek financial advice specific to  
your situation before making 
any financial decision.  

Past performance is not a reliable  
indicator of future performance. 
We encourage you to think of  
investing as a long-term pursuit.

dISCLOSuRe As at 9 Jul 2014, 
in-house staff of Intelligent 
Investor held the following 
listed securities or managed 
investment schemes: ALL, 
AOG, ARP, ASX, AWC, AWE, 
AZZ, COH, CPU, CSL, DWS, 
EGG, ICQ, IFM, JIN, KRM, MAU, 
MIX, MQG, NBL, NST, PTM, 
QBE, RMD, RNY, SLR, SMX, 
SRV, SWK, SYD, TAP, TEN, 
TME, USD, UXC, VMS, WDC, 
WES and WRT. This is not a 
recommendation.
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Whether you’re new to investing or an old hand, to really 
benefit from your membership, we’d suggest three things:

The first is to make yourself comfortable and grab a cup 
of tea or coffee (or something stronger). The second is 
to read Value Investing Fundamentals, if you haven’t 
already done so. If you read this first, that will stand you 
in good stead for what follows.

After that, this Membership Companion should be the 
next port of call. This is what you’ll learn from it:

n	How value investing principles apply to 
recommendations

n	Recommendation terms, what they mean and 
how they work together

n	Finding your way around the website

n	The types of articles we publish and terms we use

n	A glossary of common financial terms

AppLyIng the pRInCIpLeS Of 
vALue InveStIng

It might seem a big step from the philosophy of 
value investing to the practical application of our 
recommendations but it’s a logical one. The idea is to 
buy, at sensible prices, shares in companies you know 
and understand. It really is as simple as that.

Our role is to provide some background research on the 
company, point out key issues, and comment on how 
attractive we think its current price is. Recommendations 
might be important, but understanding our reasons for 
making them is even more so.

unReALIStIC expeCtAtIOnS 

There is no magic sharemarket technique, program or 
system that will lead you to untold riches. Success comes 
only with hard work, application and experience. 

So it’s important you understand two basic investing 
truths:

1.	You cannot eliminate losses – Even the 
stock purchases of the very best investors don’t 
always work out. As your experience and investing 
psychology develops, your mistakes will reduce, 
but they will never go away.

2.	You need to be patient – Many people expect 
a ‘Buy’ recommendation to immediately precede 
a share price rise. That rarely happens. Share 
prices tend to swing wildly over months and even 
several years, but over periods of five years or 
more, quality stocks bought at reasonable prices 
tend to perform well. You need to let time do its 
work.

We address these basic truths by recommending quality 
businesses trading below their underlying, or ‘intrinsic’, 
value and then hold them for the long term. In doing so, 
we are unconcerned by price swings and not too upset 
by occasional losses. These, we realise, are simply facts 
of investing life.

That ’s not to suggest we don’t make mistakes  
(see investing truth number 1) but when we do, we  
don’t brush it under the carpet. You’ll see them, clear as 
day, in our Recommendations Report.

AbOut OuR ReCOmmendAtIOnS

Benjamin Graham, under whom Warren Buffett studied, 
said that, ‘In the short run the market is a voting machine 
but in the long run it is a weighing machine’. What did he 
mean by that?

Over a 12-month period a share price can change based 
on market sentiment alone. Only over longer periods does 
the fundamental value of the business prevail (see ‘Fear 
and Greed’ on page 2 of Value investing fundamentals).

Graham’s quote embodies the distinction between 
value investors and speculators, who care only about 
the immediate direction of the share price. We prefer 
to ‘weigh’ the underlying value of a business and buy or 
sell its shares on that basis.

That’s why, unlike brokers, we don’t publish 12-month 
price targets. They offer the illusion of scientific rigour but 
not much more. Valuing companies is part art and part 
science, which is why absolute precision is unrealistic.

So, instead of specifying numbers, we use a series of 
recommendations to describe our thoughts in more 
qualitative terms, and a recommendation guide, which 
we’ll get to after we describe our recommendation terms.

Welcome to Intelligent Investor 
Share Advisor

if you have five 
stocks, and three go 
down 75 percent, 
one goes up tenfold, 
and one goes up 
20 percent, you 
still have good 
performance for 
those five. 
 Peter Lynch cited in The New 
Money Masters, by John Train

Value Investing Fundamentals is a 
12-page guide examines the basic 
principles of value investing, reviews 
its practitioners and looks at the 
reasons for its success. It’s a great 
introduction to a very profitable 

http://shares.intelligentinvestor.com.au/core/download/specialReports/SR_VIF_Jul_142.pdf
http://shares.intelligentinvestor.com.au/core/download/specialReports/SR_Recommendations_report_JUN_13.pdf
http://shares.intelligentinvestor.com.au/core/download/specialReports/SR_VIF_Jul_142.pdf
his 12-page guide examines the basic principles of value investing, reviews its practitioners and looks at the reasons for its success. It's a great introduction to a very profitable investing approach.
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AbOut OuR ReSeARCh
the 50/50 AppROACh

Intelligent Investor Share Advisor scans the top 300 
ASX-listed stocks with a focus on what we call the 50/50 
approach.

We constantly research the top 50 stocks that form the 
bedrock of most members’ portfolios; the banks, the 
major mining houses such as BHP Billiton and Rio 
Tinto, Woolworths and the like. We only exclude really 
poor businesses like Qantas and BlueScope Steel from 
this list, although if they become exceptionally cheap, they 
make an appearance.

The second aspect of the 50/50 approach is our 50 best 
stock ideas. These might be good businesses at fair prices 
or average ones at cheap prices.

This doesn’t mean we’re only researching 100 companies – we  
constantly scan the markets to determine which stocks 
have the capacity to join our coveted 50 best ideas list. 

The idea is to give you the best of all possible worlds; 
detailed, advertising and commission-free research on 
the biggest holdings in your portfolio, plenty of new 
opportunities, all drawn from a pool of the top 300 ASX-
listed stocks, and perhaps a few gems beyond them.

the pORtfOLIO AppROACh

Our research resources, from the allocation of analytical 
time to the research we eventually publish, generally 
mirrors that of a typical, conservative portfolio: 70% blue 
chip, 20% second line and 10% speculative.

Just so you’re clear on those terms, here’s an explanation:

n	Blue Chip Industrial – Large, often long-
established companies that sell goods or services, 
typically with market capitalisations of more than 
one billion dollars.

n	Blue Chip Resources – Large companies that 
explore for and produce minerals, metals, oil 
or gas. Resource stocks tend to be riskier than 
industrials but conservative investors might own 
them as part of a diversified portfolio. Examples 
include BHP Billiton, Rio Tinto and Woodside 
Petroleum.

n	Property Trust – Property trusts or A-REITS invest 
in office, retail or industrial property.

n	Second Line – These companies tend to be 
smaller than blue chip industrials, although some 
are of very high quality.

n	High Stakes – Speculative or otherwise high-
risk companies, sometimes because of their high 
debt level or perhaps due to the nature of their 
business. Conservative investors should avoid this 
type of stock.

typeS Of ARtICLeS

When we publish a piece of research or commentary in the 
form of an article, it’s given a review type. This indicates 
what the research, in a very general sense, is about.

n	Stocks in detail – This is as exactly as it says: 
a detailed review of at least 600 words on a 
particular stock. Buy or Sell recommendations are 
usually longer articles than Hold recommendations, 
for obvious reasons.

n	Stocks in Brief – Usually a news-related update 
or recommendation change based on a profit 
result or other trigger. Often followed by a Stocks 
in Detail review after we’ve conducted further 
research.

n	director’s Cut – A feature where our Research 
Director, Nathan Bell, points you to the most 
valuable recent research and draws some general 
observations on market pricing, investment 
psychology or whatever issue takes his fancy.

n	Feature articles – Many value investors ignore 
economic issues but the events of the global 
financial crisis show the dangers of doing so. This 
column takes particular economic issues or other 
esoteric concepts of investing and puts them into 
plain English, in a way that you can use to better 
manage your portfolio. 

n	 Investor’s College – We don’t want to simply tell 
you which stocks to buy. We want to make you a 
better investor. This article type, usually published 
every two weeks, will help you understand a 
particular investment issue and improve your skills.

n	Bulletin Board – A news-like section.

n	Portfolio update – Our portfolios are regularly  
updated and can be viewed any time on our 
website. We also provide a staff portfolio on our 
website to disclose staff shareholdings.

n	Comparative Review – Where we compare two 
or more companies in the same industry. It gives 
you an idea of the strengths and weaknesses of 
each and what to watch for in that industry. 

n	The Ideas Lab – Where we have identified a 
potentially profitable opportunity, sometimes over 
the short term. Takeovers are a good example, 
where the potential low-risk return can exceed 
that of bank interest over a short period.

detailed, advertising  
and commission-
free research on the 
biggest holdings 
in your portfolio, 
and plenty of new 
opportunities.

Want to know how to build a 
portfolio from scratch? Check out 
one of our most popular special 
reports—Building and Managing 
Your Portfolio—available from 
the Special Reports section of the 
website or by clicking the  
above image.

http://shares.intelligentinvestor.com.au/core/download/specialReports/SR_BMP_Jul_14.pdf
http://shares.intelligentinvestor.com.au/special-reports/
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 it is better to be 
approximately 
right than precisely 
wrong. 
 John Maynard Keynes

n	Stock Take podcast – A monthly podcast where 
we discuss particular stocks and investment issues. 

n	Videos – A series of background videos on the top 
20 stocks, educational videos and interviews with 
our analysts. Find them on the Podcasts and Videos 
page of the website.

n	Blog site – The doddsville blog is a forum for 
our analysts to discuss investing and non-investing 
topics in a more informal setting.

n	ask the experts – Each day we answer questions 
from our members and publish them to the site if 
we feel they’ll be of general interest. View these 
questions, as they relate to each company, on an 
article or company page.

n	Other services – Special Reports and Weekly 
Review

In addition to our regular articles, podcasts and videos we 
also publish about 6–10 special reports a year, including 
our regular Portfolio Updates and Best Buys. You can find 
all current and past special reports on the website on 
their own dedicated page. 

The podcast player enables you to listen to podcasts 

through the website.

ReCOmmendAtIOn guIdeS
Share Advisor uses business quality and value to guide 
recommendations to members. Whilst the guide is 
designe d to maximise long term investment returns 
and minimise losses, occasional losses are a normal 
part of investing. Please use these recommendations in 
conjunction with suggested portfolio limits.

ReCOmmendAtIOnS expLAIned

ReCOmmendAtIOn WhAt dOeS  mARgIn Of 
 thIS meAn? SAfety

buy Good chance of beating  moderate 
 the market. usually a high  to high 
 quality business with a  
 cheap price compared to  
 our estimate of intrinsic  
 value. These businesses  
 should form the bedrock  
 of your portfolio. 

SpeCuLAtIve buy Potential to produce high  Low� 
 returns but only suitable  
 for risk tolerant investors  
 prepared to invest money  
 they can afford to lose.  
 Typically a low quality  
 business that operates in  
 a risky industry where  
 expectations for the  
 company are low.    

hOLd  Stock is fairly valued by  moderate 
 Mr Market. Typically a high  
 quality business that we’d  
 love to buy at a cheaper price.  
 Review your portfolio weights  
 against our limits and consider  
 taking some profits if overweight.

SeLL Low chance of beating the  Low� 
 market. Often a high quality  
 stock that’s over-valued  
 compared to intrinsic value.  
 Take profits or cut your losses.

AvOId Low chance of beating the  Low� 
 market. Typically a low quality  
 business operating in a high risk  
 industry that’s either over-priced  
 or too risky to own. 

undeR RevIeW This recommendation means  n/A 
 sit tight as a review is pending.  
 It’s used sparingly usually  
 following an important 
 announcement that could  
 impact the stock’s previous  
 recommendation. 

don’t have time to read all our 
research on the day it’s published?

The Weekly Review is available every 
Friday evening. It contains all the 
research published to the website 
during the past week.

http://shares.intelligentinvestor.com.au/media/podcasts/
http://shares.intelligentinvestor.com.au/media/videos/
http://blog.intelligentinvestor.com.au/
http://shares.intelligentinvestor.com.au/ask-the-experts/
http://shares.intelligentinvestor.com.au/special-reports/
http://shares.intelligentinvestor.com.au/issues/
http://shares.intelligentinvestor.com.au/issues/
http://shares.intelligentinvestor.com.au/media/podcasts/
http://shares.intelligentinvestor.com.au/issues/
http://shares.intelligentinvestor.com.au/issues/
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Quick guide to the article page

Latest recommendation
Most recent recommendation on 
this stock. If you’re looking at a past 
review, it may be different from the 
recommendation shown in the central 
column.

Recommendation guide
These show the price points where 
Buy, Hold and Sell recommendations 
are likely. Be aware that these are not 
fixed; they change over time.  

business risk
A simple assessment of the quality 
of the business, inrrespective of its 
current valuation, derived from a 
company’s fundamental characteristics. 
A high number means high risk.

Share price risk
Volatile or overpriced stocks are given 
high ratings, reflecting the potential 
share price downside if the company 
disappoints. The higher the number, 
the higher the risk.

maximum portfolio allocation
Allocate no more than this percentage 
of your portfolio to this stock. 

Ask the experts
All published member questions 
that have been asked regarding this 
company. Hover your mouse over the 
heading to see the full question. Click 
to view the answer.

Special reports
If this stock has been featured in a 
special report, it will be shown here.

tools
Here you can print the article, email it 
to a friend, change the font size and 
post a link to it on your Facebook page. 

Recent review�s
The most recent reviews relating to 
this stock. Click ‘View All’ to see the 
full list.

Add to my Stockw�atch
Click here to add this stock to your 
porftfolio watchlist.

Rate the article
Let us and others know how useful 
you found this article. Five stars is very 
useful, one star is useless.

Comments section
Let us know your thoughts on the 
article or ask for clarification from the 
author on any point.

editor’s picks
If you want a good understanding 
of a company, its business model, 
strategy, management and financial 
performance, these are the reviews 
you need to read.
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– Notes –
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