
Beginners Corner Information

Lesson 3

Selecting the Underlying Security Using 
Fundamental & Technical Analysis

Selling Cash-Secured Puts



What is Fundamental Analysis?

• A method of evaluating the financial health of a company 
by looking at earnings, sales, assets etc.

• PE Ratio = Price/Annual Earnings

• PEG Ratio = PE Ratio/Earnings Growth

• Online software screening services:

• Free and Pay



Fundamental Analysis- BCI Methodology

• IBD 50 Index- favors earnings and sales

• IBD SmartSelect Ratings- 6 green circles

• StockScouter Rating System- 5 or better or other risk-
related screen



Links to Fundamental Screens

• www.investors.com

• www.finviz.com

• Stocks not listed in the IBD 50 must pass the 
SmartSelect and Scouter (or other risk-related screen) 
screens to remain in consideration

• The Premium Report will screen these for you

http://www.investors.com/


What is Technical Analysis?

• A method of predicting future stock price based on 
historical price movements

• A price chart over time

• Determine trend and momentum

• Free sites available

•www.stockcharts.com



Technical Analysis- BCI Methodology

• Moving averages- trend

• MACD histogram- trend and momentum

• Stochastic Oscillator- momentum

• Volume- confirmation



WWW.STOCKCHARTS.COM
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Summary

• Stock selection for cash-secured put writing begins with 
locating stocks with the greatest earnings and sales 
growth
• We then evaluate price charts for bullish trends and 

momentum
• Screening can absolutely be done by average retail 

investors
• The BCI team produces a weekly report of screened 

stocks
• In Lesson 4 we will discuss common sense considerations 

that must be factored into our stock selection decisions


