
Once we have done all of the fundamental research into a company’s finances, then we must 
decide when is a good time to buy, how long to hold and when to sell.  Even if you pick a great 
company, if the stock is overpriced, it will be more difficult to make money on the stock.  
  
     At Magnolia, we use value based analyses to help with this.  We calculate the intrinsic value of 
a company, as if we were buying the whole company. This is because when you buy a stock you 
are actually becoming a part owner of the company. (Investing in bonds is a whole different 
strategy.)Shouldn’t we be interested in what the stock is worth? Some people just see a good 
company and begin buying.   
 
     A better approach is to buy at a good price and sell at a higher price. You may notice that we 
say a “good” price, but not necessarily the cheapest priced stocks.  Stocks that are too cheap are 
down there for a reason, usually because they are in trouble.  People may get lucky with some 
losers that bounce back, but a safer strategy is to invest in a solid company when the price is 
right. 
  

     We determine the right price by calculating the worth of the company using its current 
earnings, growth rate, levels of debt, and several other variables.  If the stock’s current market 
price is at or below that level, we can feel more confident about buying it. 
  
     Once bought, we monitor our stocks- all day, every day- allowing them to grow over time until 
they reach a price which we calculate is over-valued. Then, we will sell.  Of course, if a client 
needs money for expenses, etc., then we use the calculations to find the best stock to sell for that 
need. 
  
 

 


