
Manage Your Risk

risk: exposure to the chance of injury or loss

By John Rogers, director

Rocky Mountain Chapter of Better Investing
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COMPONENTS OF RISK

• Uncertainty (volatility)
• Analyst assessment (Morningstar)

• Variation in historical P/E ratios

• EPS Growth R2

• Time
• Buy and Hold (not buy and forget)
• Stay fully invested

• Quality
• “Straight UP and PARALLEL”

• Pre-tax profit margin and ROE up 

or steady

• Positive SWOT

• Diversity of Portfolio
• 15 or so holdings in a variety of sectors

• You! 
• Sell when others are euphoric

• Buy when others are panicky
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Normalized Range = (Avg. High – Avg. Low)/Avg. P/E

NORMALIZED P/E RANGE 

Normalized P/E Range = (21.4 – 14.9)/18.2 = 35.7%

Morningstar Uncertainty: Medium
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NORMALIZED P/E RANGE AS A
MEASURE OF VOLATILITY 
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TIME REDUCES RISK OF LOSS
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$200

BI Goal: Double 

Investment in 5 Years

TIME REDUCES RISK OF LOSS
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STAY INVESTED



3/21/2017 Small Talk Educational Segment 9

QUALITY REDUCES RISK OF LOSS
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• Strengths

• Weaknesses

• Opportunties

• Threats
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DIVERSITY REDUCES UNCERTAINTY

Irreducible Market Uncertainty

DIVERSITY REDUCES RISK OF LOSS
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MANAGE YOUR RISK
• Uncertainty

• Analyst assessment (Morningstar)

• Variation in historical P/E ratios

• EPS Growth R2

• Time
• Buy and Hold (not buy and forget)
• Stay fully invested

• Quality
• “Straight UP and PARALLEL”

• Pre-tax profit margin and ROE up or steady

• Positive SWOT

• Keep Focused on the Fundamentals

• Buy when others are panicky

• Sell when others are euphoric

• Buy a good company at a good price

• Sell if business fundamentals deteriorate

• Diversify Your Portfolio
• 15 or so holdings in a variety of sectors



February 8, 2017 StockUp 12

Send questions to 80108jrr@gmail.com


