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 How to Be a Successful Stock Seller
By Bruce Kaser, Chief Analyst, Cabot Undervalued Stocks Advisor

It’s easy to a buy stock, and it’s generally a pleasant experience. The purchase can make you feel excited, 
optimistic, even triumphant!

However, the day will come when you own a stock that disappoints you, or even scares you. The share 
price stagnates, or falls or collapses. Panic can set in. 

“Why does it keep falling? When will the price go back up? Why can’t I find any news on the stock? Doesn’t Wall 
Street know what a great company this is?!”

Yet, with a bit of planning, you can mitigate these potential negative scenarios. Yes, stocks can be volatile. 
But that volatility is not caused by voodoo. There are reasons that stock prices go up and down.

Let’s talk about developing a sell strategy, so that when things go awry, you aren’t the last person in 
America left holding a stock that’s fallen 80%.

There are two types of bullish stock investors: buy-and-hold investors and opportunists

Buy-and-hold investors would be wise to have a written investment policy statement pertaining to their 
stock investing. Since they’re generally neither comfortable nor experienced with selling stocks, it’s 
important that they know, in advance, under what circumstance they will sell.

Here are some examples of simple investment policy statements regarding selling stocks:

• I will sell stock if the company’s earnings per share (EPS) are expected to grow 
less than 10% in each of the next two years.

• I will sell stock if its dividend is reduced or omitted.

• I will sell stock if any particular industry makes up more than 20% of my total 
equity portfolio.

Opportunists are more actively focused on wealth creation than are buy-and-hold investors. They’re 
less willing to withstand market downturns, and less willing to wait out a company’s period of slow 
earnings growth.

Opportunists can benefit greatly from market cues that are provided through technical analysis, the 
study of stock price movement.

The easiest way to identify entry and exit points for a novice chart-reader is to look for predictable 
trading ranges; then simply buy a quality growth stock when the stock’s at the support level, and sell 
when the stock’s at the resistance level. 
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For example, on January 2, 2015, I told investors to hold their shares of FedEx (FDX), and “expect it to 
trade sideways between 164 and 183 for the time being.” The stock proceeded to trade exactly between 
164 and 183 for five months. It briefly rose to 185 on June 12, then fell back down to price support. 

For slightly more advanced chart-readers, an optimal time to purchase a stock is when it breaks above a 
stable trading range, because it’s likely to experience a nice runup in the ensuing days and weeks.

Here’s an example. On April 30, 2015, I told traders to buy Avery Dennison (AVY). 
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I wrote, “AVY shares were in a stable trading range for four months, until April 29, when the stock broke 
through upside price resistance. Based on previous chart patterns, I believe the stock could climb to 61 
before meeting additional upside resistance, at which time it would likely establish a new trading range.”

The stock rose as high as 63.42 on May 27.

On June 9, I wrote, “AVY’s recent price run-up is likely over. Buy-and-hold investors should hold their 
shares. Traders should have already had an exit strategy in place.”

And sure enough, the stock commenced trading sideways again.

On May 14, I gave this advice about Juniper Networks (JNPR): 

“In my April report, I told investors, ‘There’s mediumterm price resistance at the February 2014 high 
of 28.39. Now that the share price is approaching that number, shareholders should be prepared for 
some sideways trading.”

“Most current shareholders should hold their stock, which is currently undervalued.”

“Traders might jump out at 28, because the near-term upside is rapidly waning.”

“If the stock price trades down to 25 without any bad news, growth and income investors, value investors 
and traders should buy JNPR.”
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The stock price subsequently reached 28 four times in May and June, before pulling back.

Technical analysis not only facilitates trading activity, but it can be used to protect your capital in the 
event of a sudden or prolonged drop in the share price. Go back to the chart of Avery Dennison above. 
One logical place to put the stop-loss order would have been just under price support, around 59.50. 
Even a novice chart-reader can see that if the stock fell to 59.50, it would represent a negative change in 
the trading pattern.

Some people use stop-loss orders at a fixed dollar amount or a fixed percentage below the current stock 
price. Then, as the stock rises, they raise the stop-loss order. The stock will eventually have a pullback, 
and it will automatically sell on the next trading day after it hits the stop-loss price.

Stock market opportunists use stop-loss orders because they are in the market to make capital gains. 
They don’t fall in love with their stocks and they don’t want to “go down with the ship.”

One of the biggest reasons I use stop-loss orders is that I love buying low during market corrections. 
If I occasionally have one stock sell via a stop-loss order, I tend to immediately reinvest the capital into 
another bullish stock opportunity. But if I have several stocks sell via stop-loss orders within a few days 
of each other, that’s when I know that the market’s about to have a correction. At that point, I let my 
money sit in cash, and I wait several days or weeks for the market to bottom. Then, I buy!

How do I know that the market has bottomed? I look at the technical charts of the market indexes. The 
charts show me where the next support level will be, and I expect the index to bounce there. Then I start 
buying my favorite undervalued growth stocks while they’re on sale!

You can improve your stock portfolio performance by formulating a sell strategy. What’s more, there’s 
something very satisfying about having cash available to buy low during market corrections.

Don’t let your stock price hemorrhage when the company’s earnings outlook falls apart.

“But the price will return to my cost basis eventually, right?”

Maybe. Maybe not. But look at it this way: ignore the name of the stock, and think of it as a chunk of 
money. Then ask yourself, “will this chunk of money grow more quickly if I leave it in this current, falling 
stock or will it grow more quickly if I invest it in this other stock that has strong future earnings growth 
and a bullish chart?” Frankly, the answer is a no-brainer. You pull the plug on the losing stock and 
purchase a stock that can potentially deliver immediate capital gains.
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Stock investing is about making money. It’s not about falling in love with an idea, a product or a company, 
and it’s not about you being a superior, wildly intelligent person versus being a dumb person who loses 
money. All stock investors have stocks that go down! You can’t avoid it! But you CAN minimize your losses 
by making wise investment decisions up front and by having an exit strategy in place.

Have a plan. Write it down. And when it’s time to pull the plug on a stock, based on your written rules, 
don’t let fear paralyze you. You’re never going to improve your stock portfolio performance unless you 
improve your stock selection strategy and/or your stock exit strategy. That takes practice.

You did not become great at your career or hobbies overnight. You studied and practiced for many 
years. Your stock portfolio management and performance will benefit greatly when you apply the 
same intellectual diligence to stock investing that you’ve been applying to your career and talents. 
You can do this! 
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This special report is published by Cabot Wealth Network. Cabot is neither a registered investment advisor nor a registered broker/dealer.

Neither Cabot nor our employees are compensated in any way by the companies whose stocks we recommend. Sources of information are 
believed to be reliable, but are in no way guaranteed to be complete or without error. Recommendations, opinions or suggestions are given with 
the understanding that readers acting on the information assume all risks involved.

We encourage readers of this report to consult with an independent financial advisor with respect to any investment in the securities mentioned 
herein. Any opinions, projections and predictions expressed in this profile are statements as of the date of this publication and are subject to 
change without further notice. Past performance may not be indicative
of future results.

© Cabot Wealth Network. Copying and/or electronic transmission of this report is a violation of the copyright law.
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