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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. Betterlnvesting 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.
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Market Cap

 All of the news media and almost all of Wall
Street uses “Market Cap” for size.

« “Small Cap”, “Mid Cap”, “Large Cap”

— Market Cap is Price per share times
number of shares

— Price goes up 10%, Market Cap goes up
10%.

— Price goes down 10%, Market Cap goes
down 10%
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Better Investing Size

« Because of its dependence on price, a
volatile number, we at Betterinvesting do not
use Market Cap to measure size.

« Betterinvesting uses sales to measure size.
— “Small”, “Medium”, “Large”
— More sales, bigger company.
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Boundaries on Size

« SMALL-Cap
— Sales < $1 Billion
— 57% of 3200 largest US companies by sales

 MID-Cap

— $1 Billion sales to $10 Billion

— 33% of 3200 largest US companies by sales
« LARGE-Cap

— Sales over $10 Billion

— 10% of 3200 largest US companies by sales

5  OKI Tri-State Chapter Education




Speculation

Life Cycle of a Successful
Company

ST U Graph from “Fundamental Investing: An Introduction” by Bob
a Adams, Gary Ball, and Seymour Zeenkov.
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Start-Up Company

Starts with no sales.

Early sales are “missionary”* sales.
Most fail.

Most of the rest fail to grow.

Very big rewards if successful (“IPO”).
Very risky.

* Missionary selling: A form of indirect sales in which a salesperson gives information about a product to a
prospective customer or decision maker who can influence a sale in the future
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Small Companies

Simple market:
— One or two products.
— Little or no competition.
Few pay dividends (no yield).
Need to read MD&A* to double and triple
check quality of management.

Look for well-managed growing small
companies with over 15% historical growth
rates.

* Management Discussion and Analysis found in the Company Annual Report
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Mid-Sized Companies

Uncomplicated Market.

— Several products.

— Some competition.

Some pay dividends (low yield).

Need to read MD&A to double check quality
of management.

Look for well-managed growing mid-sized
companies with 10% to 15% historical
growth rates.
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Large Companies

Complicated Market.

— Many products.

— A lot of competition.

Pay a lot in dividends (high yield).

— Reinvesting dividends helps our return.

Need to read MD&A to double check quality
of management.

Look for well-managed growing companies
with 5% to 10% historical growth rates.
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Diversify by Size

« Some have suggested that we invest:
—25% in small companies
—50% Iin mid-sized companies
—25% In large companies

* Percentages are by value

— Value = Price times number of shares in the
portfolio.
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Small Company ‘Problems’

Small companies do not have many shares,
hence price is very volatile.

— Fundamentals can be growing for years
before the price catches up.

Not all small companies are well managed.
Most small companies fail.

Well-managed small companies tend to
become mid-sized companies.
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Biggest Small Company Problems

* Finding a small company that is well
managed and has high growth rates is
very difficult.

« Keeping a small company when some
bad news causes the price to crash.

—Is the bad news temporary or serious?
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Mid-Sized Company ‘Problems’

* Mid-sized companies do not have
many shares, hence price is volatile.

Not all mid-sized companies are well
managed.

Most mid-sized companies are unable
to maintain growth rates.

Well-managed mid-sized companies
tend to become large companies.
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Large Company '‘Problems’

Large companies have many shares, hence
price is not as volatile.

Not all large companies are well managed.

Growth for large companies iIs very
difficult.

Where to invest profits?

— Usually pay large dividends, buy back
stock, or buy other companies.
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Summary

Small Companies — 25% of portfolio
— High risk, high rewards.
Mid-Sized Companies — 50%

— Medium risk, medium rewards.
Large Companies — 25%

— Low risk, low rewards.

In all cases, keep your eye on management
and the fundamentals.
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For more ways to learn:

Contact the
OKI Chapter Board for free One Hour “Classes to Clubs”
Attend one of our OKI Special Events or Webinars
Visit the LEARNING CENTER on your Betterinvesting.org

B BETTERINVESTING

OKI Tri-State Chapter

contact@okitristate.betterinvesting.net
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