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Disclaimer

The information in this presentation is for educational purposes only and is not intended to be a
recommendation to purchase or sell any of the stocks, mutual funds, or other securities that may be
referenced. The securities of companies referenced or featured in the seminar materials are for illustrative
purposes only and are not to be considered endorsed or recommended for purchase or sale by
Betterinvesting™ / National Association of Investors™. The views expressed are those of the instructors,
commentators, guests and participants, as the case may be, and do not necessarily represent those of
Betterlnvesting. Investors should conduct their own review and analysis of any company of interest before
making an investment decision.

Securities discussed may be held by the instructors in their own personal portfolios or in those of their
clients. Betterinvesting presenters and volunteers are held to a strict code of conduct that precludes
benefitting financially from educational presentations or public activities via any Betterlnvesting programs,
events and/or educational sessions in which they participate. Any violation is strictly prohibited and should
be reported to the CEO of Betterlnvesting or the Director of Chapter Relations.

This presentation may contain images of websites and products or services not endorsed by
Betterinvesting. The presenter is not endorsing or promoting the use of these websites, products or
services.

National Association of Investors™, Betterinvesting™ and the Betterinvesting™ Icon are
trademarks/registered trademarks. All rights reserved. © 2023 Betterinvesting™.



WWW.BETTERINVESTING.ORG

Today’s Sessmn

The Stock Selectlon Guide Works /%
best on companies that look good on ——

the Visual Analysis... ?/
- 2. Examples of companies that don'’t g
' visually look ‘good’ on the SSG and :

\ suggestions for what to do...

\



B WWW.BETTERINVESTING.ORG

Great Looking Companies on Visual Analysis
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Great Looking Companies on Visual Analysis

» Company: Simpson Manufacturin (SSD)
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Great Looking Companies on Visual Analysis

» Company: Fastenal (FAST)
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Great Looking Companies on Visual Analysis
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Great Looking Companies on Visual Analysis

» Company: Paychex (PAYX)




Up, Straight and Parallel Recap

And Many,
Many

More!

PAY X




But My Company Looks Like This... ®
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A Recent Email...

Dear Betterinvesting Educators,

{Member} wants to know how to account for stocks with
negative numbers on the SSG? One stock in particular is
{ticker XYZ}, which has a negative 2 year sales estimate of:
-14.5% He knows we encourage members to stay away
from stocks with negative data, but he already owns stock
in this company and wants to do a study on it. How
should he proceed?



The Response...

‘The SSG Is designed to analyze high-
guality growth companies. The structure
just doesn’t work well for companies that
are highly cyclical, troubled (declining sales
and/or EPS), or have inconsistent sales
and EPS (no discernable trend — historical
data is all over the place).’
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Scenarios

1. You are asked to do a Stock Selection Guide on a hot, popular or
recommended company.

2. Your investment club already owns the company, the company’s
performance has declined and the club’s operating agreement
says there should be an updated SSG for every holding.

3. You ‘inherited’ the company in a spinoff, club closure or other
scenario.
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Things to Consider

- Be flexible — think of it as a puzzle

- Acknowledge this is harder

- You'll need to do more research

- You'll need to follow the company more closely

- There iIs no right solution but there might be your acceptable solution

- These techniques are typically not for the beginner to the SSG — but
beginners can try and, in the process, learn new things!
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The First Consideration

YOU DON’T HAVE TO OWN THIS COMPANY.

SELL THE COMPANY AND BUY STOCK IN A
DIFFERENT COMPANY.
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EXAMPLES & STRATEGIES

Demonstrated Live in the SSGPIlus

17
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1 - Companies with Poor Fundamentals in the Past

- Companies with low sales growth/no growth 6-10
years ago

- Companies with no earnings 6-10 years ago
-Much lower margins In the past
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1 - Companies with Poor Fundamentals in the Past
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1 - Companies with Poor Fundamentals in the Past
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1 - Companies with Poor Fundamentals in the Past

» Company: Vertex Pharmaceutica (VRTX)
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1 - Companies with Poor Fundamentals in the Past

Strategies

- Research the company’s market position and revenue growth
orospects and look for robust growth potential.

- If the company has demonstrated they can produce consistent
recent results, remove the anomalous early years as outliers.
Continue with your SSG study.
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2 - Cyclical Companies

- Companies with cyclical revenue patterns. They may be combined
with cyclical earnings patterns.

- May be part of a traditionally cyclical sector; Consumer
Cyclical/Discretionary, Financial Services, Energy, Industrials

- Cyclical company data may also show other data patterns such as
poor fundamentals from the past or negative growth patterns.
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2 - Cyclical Companies

» Company: Allison Transmission (ALSN)
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2 - Cyclical Companies

» Company: Black Stone Minerals (BSM)
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2 - Cyclical Companies
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2 - Cyclical Companies

» Company: Chevron (CVX)
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2 - Cyclical Companies

Strategies

Chec
detal

Chec

Research the company’s market position and revenue growth
prospects and look for long-term robust growth potential.

Research why the company is cyclical.

Project from the growth trend lines rather than the last quarter or
ast fiscal year.

K your sales and earnings forecasts against the short-term
ed estimates.

K your sales and earnings forecasts against the company’s

guarterly data results.
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3 - Companies with Negative EPS In Latest Period

- Due to early-stage growth needs for capital

« Due to a one-time ‘event’
« Global or US economic conditions
- One-time business costs
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3 - Companies with Negative EPS In Latest Period

» Company: ChargePoint Hidgs (CHPT)
WARNING! The EPS projection starting point is negative. The projected growth rate is NOT MEANINGFUL. Clicl
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3 - Companies with Negative EPS In Latest Period

» Company: 3M (MMM)
WARNING! The EPS projection starting point is negative. The projected growth rate is NOT MEANINGFUL. Clicl
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3 - Companies with Negative EPS In Latest Period

» Company: Micron Technology (MU)
WARNING! The EPS projection starting point is negative. The projected growth rate is NOT MEANINGFUL. Clicl
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3 - Companies with Negative EPS In Latest Period

Strategies

- Research the company’s market position and revenue growth prospects
and look for robust growth potential.

- Use market (price) action to obtain clues about how serious the
downturn in EPS is to the company.

- If the company provides adjusted EPS, consider adjusting the data to
use the adjusted EPS value.

- Adjust your projection to start from the end of the trend line.

- Check your sales and earnings forecasts against the short-term
detailed estimates.

- Don’t assume the fundamentals will magically recover to previous levels.
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4 - Companies with Inconsistent Fundamentals

- Due to a one-time ‘event’
- Global or US economic conditions
« One-time business costs

- Due to poor company management
- Due to declining sales, poor product management
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4 - Companies with Inconsistent Fundamentals

» Company: United Airlines Hold (UAL)
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4 - Companies with Inconsistent Fundamentals

» Company: Chico's FAS (CHS)
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4 - Companies with Inconsistent Fundamentals

» Company: Dollar Tree (DLTR)
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4 - Companies with Inconsistent Fundamentals

Strategies

- Research the company’s market position and revenue growth
orospects and look for robust growth potential.

- Research the company’s reason for inconsistent performance. Be
alert for mergers, acquisitions and divestitures.

- If the company provides adjusted EPS, consider adjusting the data
to use the adjusted EPS value.

- Remove inconsistent data as outliers if appropriate.

- Don’t ignore multiple inconsistencies. This company may not be
worth holding or buying.
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5 - Companies with Negative Growth
- Caused by ....

- divestitures

- poor product management

- Increased competition

- pOOr company management

- These companies are sometimes owned as value stock
Investments or investments purchased for the dividend
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5 - Companies with Negative Growth

» Company: Bath & Body Works (BBWI)
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5 - Companies with Negative Growth
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5 - Companies with Negative Growth
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5 - Companies with Negative Growth

Strategies

- Research the company’s market position and revenue growth

prospects and look for robust future growth potential.

- Research the company’s reason for negative growth performance.
Be alert for divestitures.

- Accept that the SSG will not give meaningful results for this
company.

- Accept that this company is a speculative investment based on
the SSG.

- If owned, consider selling the stock
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Question and Comments

Forecasting Tips for Stocks That
Don’t Look Great on the SSG

Suzi Artzberger

Director — Online Tools, Information
Technology and Data

suzia@betterinvesting.org
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