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Executive Summary

Many people want to invest in the stock market. Most don’t have a clue what to invest in. Like
many others, | have spent a considerable amount of time trying to make a fortune day-trading. |
didn’t have any real strategy. | watched a small number of stocks, tried to anticipate the market
changes, and in the end bought shares and prayed that they would appreciate. This was clearly
not the best strategy.

The problem with my investment approach, and that of many others, is that it is not data driven
and is very myopic in watching only one or two stocks. This Excel VBA project is intended to
monitor, at the click of a button, current market conditions for all Dow Jones Industrial stocks
and recommend potential investment opportunities.

Implementation Documentation

To solve the problem listed above, which is the inability to manually track and calculate ratios
for more than a few stocks, | developed an excel VBA tool that pulls current pricing data for all
Dow Jones Industrial stocks. Based on the current data it pulls, it calculates, filters, and sorts
the stocks looking for underpriced stocks and opportunities to outperform the market.

Specifically, this stock screener looks for investment opportunities by searching for stocks with
either of the following attributes:

1. Low price relative to its 52-week range

2. Low volume relative to its peers in the Dow Jones Industrial

The first attribute (price relative to the 52-week range) is based on the theory of regression to
the mean. The theory is that while stock prices/returns will fluctuate, over time they will tend
to regress to the mean. Therefore, if we can find stocks that have suffered recently from
declines in stock value, the theory suggests that over time they will appreciate again to return
to their mean value/returns.

The second attribute (low volume) is based on an academic study done by Lee & Swaminathan
in 2000 that found that the stocks with lowest trading volume tended to outperform high
volume stocks.

To utilize this tool, the user needs only to do one thing... open the spreadsheet and click on the
“Refresh Recommendations” button found at the top of the sheet.

After the user clicks the button, a web query is launched to pull a current list of all of the Dow
Jones Industrial stock tickers. This is done so that the tool is not static, but instead continues to
adapt even with companies being added or removed from the Dow Jones.
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Once a current list of stock tickers is queried, the spreadsheet makes use of an Excel existing
connection titled “MSN MoneyCentral Investor Stock Quotes.” This connection queries all of
the relevant stock information and inputs it into a table like the one below. The user will not
see this table as it is in a hidden tab.

Exhibit 1 - MSN MoneyCentral Query Results

Stock Quotes Provided by MSN Mon
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From the results of the query, for each stock, the tool automatically calculates how the current
price relates to the 52-week range. The tool breaks all of the Dow Jones Industrial trading
volumes into deciles, and assigns each stock to a decile.

The tool then pulls all stocks currently priced in the bottom third of their respective 52-week
range and pulls them to the recommendations tab under the category “Low Priced Relative to
52-week Range.”

The tool also pulls all of the stocks found in the bottom decile (10%) of trading volume and pulls
them to the recommendations tab under the category “Low Volume Stocks.”

The end result is a report that looks like Exhibit 2, with a list of stocks that are underpriced and

a list of stocks that have low trading volume. This report is in no way a recommendation to buy,
but a list of stocks that the user should research further and consider buying.
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Exhibit 2 - Recommendation Report

You might consider buying the following stocks: e R T

Previo|
us Chan | 52Wk| 52 WK PiE
Low Priced Relative to 52-week range Last| Close| High| Low| Volume| ge|Change| High| Low Market Cap| EPS|Ratio| # Shares Out|
Alcoa Inc Chart News‘ 9.32 96| 965 93145608405 -03|-292%| 16819 6845 9936232990 053] 18|1,066,108,000
Hewlett-Packard Co Chart News‘ 2327 23.14| 2361 23.1|25845518| 0.13) 0.56%| 41.74] 215 46,012,772,515| 2.84| 8.2|{1,977.343.000
Previo|
us Chan | 52ZWk| 52 WK PiE
Low Volume Stocks Last| Close High Low| Volume ge|Change High Low| Market Cap| EPS|Ratio| # Shares Out|
M Co Chart News| B84.58| 86.33 G866.4| 84.44| 3650623 -1.6/-2.03%| 96.19| 68.63| 58,760,873648| 595 15| 694737200
International Business Machines Corp  Chart MNews | 202.3| 204.9) 205.7| 202.2| 4.132,847| -2.6|-1.27%| 210.7| 157.1) 234.432,084,562) 13.1 16|1,156,662,000
Travelers Companies Inc Chart News| 57.75| 58.05( 58.26| 57.75| 3,360,189 -0.3|-052%| 64.17| 45.97| 22699913775 335 17| 393,072,100

Learning and Difficulties

Building this tool helped cement in my mind how to perform some basic and important tasks.
As an MBA, | will likely never build a SQL database interaction, or a form that interacts with and
changes a database. But | will likely need to automate the refresh of reports, run calculations,
hide irrelevant tabs from users of my reports, and quickly format them. This project forced me
to remember and practice things we covered earlier in the class. By doing so, | feel that | will
always remember them and be more likely to use them in my career.

A few of the filters that | had originally intended to include in this project dealt with the annual
reports of each company. Ideally, the tool would have queried and pulled the relevant
accounting and financial performance data for each company. However, | was unable to find a
reliable source to easily query that accounting data. Therefore, this tool was limited to stock
price performance only.

Another feature that | wanted to include and was unable to, was to pull historical stock price
performance for the past 5-10 years and use regression to calculate the average monthly,
qguarterly, and annual returns of each stock. This would support the theory of regression to the
mean, and would give us an indication of the average returns one could expect from any stock.
However, the volume of historical data that would have to be queried and the number of
regressions that would have to be performed would have slowed the tool to a crawl. The user
of this tool does not want to click the button to refresh and wait 30 minutes for the results. |
am sure there is another way to perform this task without queries, but | was unable to find it
during the period of this semester.

Assistance Received

| did not received assistance from anyone during the course of this project.
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