Basic Stock Investment Checklist

Basic Info

    Is it a simple business – easy to understand?
    What is the business, products, services, and customer base?
    Is it a “one and done” product or repeat business?
    How does the business make money?

Management

    Does the business have consistently strong management?
    Is management short or long-term focused?
    How is management compensated?
    Is there a stock options plan? Is it diluting shareholder value?
    Is there a high insider ownership?
    Are insiders buying now?
    Is management honest or cagey on conference calls?

Competition

    Is the business a market leader?
    Is it increasing or decreasing market share?
    How does that increase or decrease affect cash flow?
    Who are the competitors?
    How are the competitors performing?
    How is this business different from its competition?
    Is there a competitive advantage?
    What are the barriers to entry?
    Is there brand loyalty?

Value/Pricing

    What is the intrinsic value?
    Based on what valuation method?
    Is the stock fairly priced? Under priced? Over priced?
    What is the margin of safety?
    Are revenues sustainable? Overstated? Understated?
    Are earnings sustainable? Overstated? Understated?
    Are cash flows sustainable? Overstated? Understated?
    What is the profit margin? Rising or falling over the past 5yrs? 10yrs?
    How is the company leveraged? Over? Under? Fairly?

Growth

    What does the company do with earnings? Reinvest? Acquisitions? Dividends? Buybacks?
    Have past acquisitions been successful?
    What are future growth expectations?
    What is driving growth?
    Is growth sustainable?
    Are there R&D or new product pipelines that could propel growth?

Risks

    What are the possible failures?
    What factors, economic or otherwise, move the stock price positively? Negatively?
    Has the business/stock recently been in the news? Why?
    Any short-term catalysts that affected or could affect the stock price?
