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How to Pick Stocks Using Free Screening Tools

Investing in the stock market can be a rewarding way to build wealth, but it requires
careful analysis and the ability to identify promising opportunities. With countless
stocks to choose from, the process of finding good investments can be
overwhelming.

However, with the right tool and selection criteria you can streamline your decision-
making process.

One of the most effective ways to uncover potential stocks is by using the free stock
scanner and analysis tool called “Finviz”. This tool will allow you to quickly filter
stocks based on specific criteria, such as price, performance, and fundamental
indicators, helping you identify promising stocks to add to your investment portfolio
and hold long term.

This report will explore how to effectively use Finviz to evaluate and select high-
quality stocks, providing a practical guide whether you're a novice or experienced
investor looking to enhance your stock-picking skills.

So let’s get started!

Step 1:

The first step is going to https://finviz.com.

Then, click on “screener”:
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Next, click on “all”:
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Step 2:

The second step is to identify stocks who are moving up. In other words, who are in
an uptrend.

To do so, click on the drop-down menu next to “50-Day Simple Moving Average”:
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From the drop-down menu, select “Price Above SMA50”
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Then, click on the drop-down menu next to “200-Day Simple Moving Average” and
select “Price above SMA200”:
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When you do, you'll notice it narrows down the search results significantly to about
3,700 stocks that match this criteria:
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Step 3:

The third step is narrowing down the search results even further by making sure the

stocks are generating good returns for the investors owning them.

In other words, we want a return on equity that is over 20
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Next, we want to make sure these stocks are optionable and shortable to narrow
down the search results even further:
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Step 4:
The fourth step is to make sure that the average volume of these stocks is over $1

million.

"Average volume" refers to the average number of shares traded in a stock over a
specific period, typically calculated daily over the past 30 days. It provides insight
into a stock’s liquidity and trading activity to help you gauge how easily you can buy
or sell the stock without affecting its price.

To do so, click on the drop-down menu next to “Average Volume” and then select
“‘Over 1M”:
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and select “Under 2™;
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A PEG ratio (Price/Earnings to Growth ratio) under 2 indicates that a stock is
potentially undervalued relative to its earnings growth rate, suggesting it may be a
good investment opportunity.

Generally, a PEG ratio under 2 is considered attractive, as it implies that the stock is
not overpriced for its future growth potential.

This will significantly narrow down the list to as low as 40 stocks, that fit all these
selection criteria so far:
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Step 5:
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The fifth step is selecting from these stocks the ones that are moving up strongly.

To do so, click on “change” twice. When you do, it gives you the list of stocks that

have moved up the most.
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Step 6:

The sixth step is to go to https://finance.yahoo.com/

Type the first stock ticker from the list whose price is in green (in this case ‘PDD’) in
the search box and select it from the drop down menu.
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Then, go to “statistics” and make sure the ‘peg ratio’ is under 2
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In this case, the PEG ratio is 0.58 (which is under 2).
Next, you'll need to check the following numbers:

Return on equity: over 20%

Quarterly revenue growth: over 15%
Quarterly earnings growth: over 15%

Total cash is more than total debt
Percentage held by institutions: above 25%

These numbers have been underlined in red below:
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Step 7:
The seventh and last step is to go to “financials” and check “total revenue” to see if
the total revenue has been increasing. In this case, it clearly has:
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~ Operating expense 125,701,142 97,216,866 68,693,370 65,335,084 49,593,649
Operating income 105,225,615 58,698,762 30,401,921 6,896,762 -9,380,325
~ Net non-operating interest in... 19,671,490 10,194,093 3,945,445 1,830,660 1,688,030

Then, click on “cash flow” and check “free cash flow” (underlined in red below):
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Free cash flow 128.688.924 93.578.652 47,872,144 25,495,779

The “free cash flow” shows how much cash is left after the company has paid for its
expenses. The more ‘free cash flow’ a company has, the healthier it is.

Ideally, you want the ‘free cash flow’ to be increasing. And in the case of the PDD
stock, it clearly has.

Lastly, follow the same process for the next stock. In this case, you would follow the
same process for the EXEL stock:

Once you've followed the process for all stocks, you will have created 2 columns. A
column listing the stocks that fit the criteria outlined in step 6 and 7 of this report, and
a column listing the stocks that don't fit the criteria.

You can then decide which stock(s) to purchase.

So there you have it, the 7 steps to finding promising stocks you can purchase and
hold long term, that have the potential to bring you good returns.

Sean Allison




