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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
Betterlnvesting. The presenter is not endorsing or promoting the use of these websites, products or
services.

» National Association of Investors™, Betterlnvesting™ and the Betterlnvesting™ Icon are
trademarks/registered trademarks. All rights reserved. © 2021 Betterlnvesting™.

* This Session will be recorded. If you wish a link, please add a request in the questions box.
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What We Will Cover

-  We will discuss most of the data available on the survey.
- Including each measure of the Value Line Ranking System.

- Afew Formula using Value Line data to help with your
SSG judgment.

Our backroom staff is ready to answer your questions or

hold them for me to answer as we progress through the
class.



Handouts

Reading the Value Line
Report — ver. 2021

Value Line Home Depot
Sample Page

Statistical Array
Definitions

A one page per slide
color PDF of this class

A three page per slide
color PDF.

The Value Line Investment Survey® Sample Page
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f the market as a whole, is included in this box, but is not one of our proprietary ranks.

© The Legends box contains the “cash flow” multiple, the amounts and dates of recent stock splits, and an indication
if options on the stock are traded.

© The Cash Flow line — reported earnings plus depreciation (*cash flow”) multiplied by a number selected to correlate
the stock’s 3- to 5-year projected target price, with “cash flow” projected out over the same period.

@ Relative Price Strength describes the stock's past price performance relative to the Value Line (Arithmetic)
Average of approximately 1,700 stocks. (A rising line indicates the stock price has been rising more than the Value
Line universe.)

Recent Price — Price as of the date listed on page 2 under Index to Stocks of this issucs Summary & Index

P/E Ratio — the recent pri

ivided by the lates six months’ carnings per share plus carnings estimated for the
next six months.

@ Tiailing and Median P/E — the fist is the recen price divided by the sum of reported carnings for the past four
reported quarters; the second is an average of the price/carnings ratios over the past 10 years.

© Relative P/E ratio — the scock's current P/E divided by the median P/E for the approximately 1,700 stocks under
Value Line review:

° Dividend Yield — cash dividends estimated to be declared in the next 12 months divided by the recent price.

3-t05-year Target P
Also shown in the “Projections” box on the lef.

@ The percent of shares traded monthly — the number of shares traded each month as 3% of the total outstanding.

Sy

@ Sutistical Array — Value Line estimates and projections appearing i the area on the right side arc in bold iralics.

@ Analysts Commentary — A 300 - 400 word report on recent developments and prospects — issued every thee
months on a regular schedule. Supplementary reports are issued when there is important news,

@ Value Line Ratings for Financial Strength, Price Stabiliy, Price Growth Persistence, and Earnings Predicabiliy.
(See Glossary valueline.com for definitions.)

Footnotes explain a number of things, such as the way camings are reported, whether basic or diluted.

G h agross basis. Qu bold type). Quarerly
Dividends Paid are actual paymens. The total of dividends pm in four quarters may not cqual the figure shown in
the annual series on dividends declared in the Historical and Statistical Arrays. (Sometimes a dividend declared at

(=]
o

the end of the year will be paid in the first quarter of the following ycar)
Annual Rates of Change (on a compound per-share basis). Actual for cach of the past 5 and 10 years, estimated for
the next three to five years.

Historical Array — historical financial data appear in regular type.

@ Projected stock pricein 3 to 5 years. Also, the total expected percent gain/loss before dividends and the Annual Total
Return (percent including dividends).

@ 18-Month Target Price Range — A quantiative measure that secks o predict a stock's price over an 18-month

horizon in terms of a range.

How to Read aValue Line R
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The Graph Cont.
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The “Cash Flow” Line
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Price Earnings Ratios and More
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Legends, Target Price Ranges & Projections
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Statistical Array

Historical Results and Estimates
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Capital Structure — Current Position
Annual & Growth Rates

| CAPITAL STRUCTURE as of 8/27/20
T""l’ Dedt $37,758 mill. Due in 5 Yrs $17,104 CURRENT POSITION 2018 2019 927/20
e _
LT Debt 532,680 mil. LT Interest $152.3 mil. Cas(?\'}\%s]ms 19687 19287 30781 '
- (34% of Capial) Receivables 14068 14481 14570
Leases, Uncapitalized Anjwad rentals $215 mil Inventory (FIFO) A559 9020 9L99
: Other 3649 2486 2619
e Acces Payable 7537 é-d 7044
e e | Current Liab 31230 Foed  38eAT |

| MARKET CAP: $365 bifsion (Large Cap)

| | ANNUAL RATES Past Past Est'd "17-19
ofchange [parsh)  10Yis SYrs. o426
Sales 30% 4 oo 5.0%
"“Cash Flow" $0% 5.5% 8.5%
Eamings 4.0% 4.0 10.0%
Divdends 7.0% 6.5% 7.5%
Book Value 35% 20 1.0%




Company
Ratings

Company's Financial Strength Ass
Stock's Price Stability 100 |
Price Growth Persistence 85
Earninns Pradictahility 15

Footnotes

i Years end on the kast Sundsy in December, | d71¢; 4th qir 17, 085.73 {due to tax refom )
B) Diluted samings. Excludas nonroo.mg: 19 (33.06) ‘20, {$2.52). GAAP from 2015
 d26e: 05, dég; '06 dde; 07, d52¢; 09, | 2016, Next samings rapont due late Al

623: 10, 2¢: 11, 68151 "12, 012613 (C) Owiderds histaricaly paid: March, June,

Septamber, and Dacember. w Diidand rein-
vesiment plan avalable,

(D) Inchudes intangtles, On 123119; $81.
belon, $30.76 & share. (E) In mikions,

Quarterly
Sales,
Earnings &
Dividends

!! Cak QUARTERLY SALES ($ mil) A Full
f endar |Mar.Per Jun.Per Se Dec.Per| Year
/| 2018 (20000 20831 20048 20393 | 81561
/| 2019 (20021 20562 20729 20747 |82058
[ | 2020 (20691 18335 21062 22475 |&2584
2021 |22000 22250 23500 23900 | 91650
2022 (23000 23250 24500 25000 | 95750
Cal- EARNINGS PER SHARE A8 Full
endar (Mar.Per Jun.Per Sep Per Dec.Per| Year
2018 | 160 145 144 112 561
219 ( 210 25 212 188 | 868
2020 [ 230 167 220 186 | BO3
2021 | 240 240 240 230 | 950
2022 | 255 255 255 250 | 1015
Cal- | QUARTERLY DIVIDENDS PAID Cu Eull
 Lendar | Mar31 Jun30 Sep30 Dec3i) Yesr
Y 12017 | 60 £ B4 B4 332
\ 208 | B4 20 80 80 354
V12019 | 80 95 % 85 375
112020 | 95 101 107 101 398
\_2921




Business Information

. . . . . . .
BUSINESS: Johnson & Johnson s engaged In the reseach & o
velopment, manufacture, and sale of 3 broad range of products In
the haalhcar field. & operaiss fhves bushess segments: Con-
sumer (baby cars, baauty, skin care, oral care, wound care, &lc),

Phammaceutical  (anfinlectve,  antpsychotc, cmmq:me

gematology.

gastointestinal.  ekc).

and

Medcal

“lofhopadic, surgery, IMevertional soitions, and eye hedth hakds)

Empioys approximately 132.200. Officers & direciors less han
1.0% of common stock; Vanguard Group, 8.7%: BlackRock, 7.3%;
State Steet, 5.8%. (320 Proyy). Chalman & CEQ: Alex Gorsky.
. N Address: One Johnson & Johnson Plaza, New Brunswick,
NJ 08332, Telephone: 732-524-0400. INtamEt: www Jnj.com.

NoOGaRWN -~

What does this company do?
Employment information.

Insider Ownership.

List of fund ownership.
Chairman & CEO.

Company address with phone #.

Webpage URL.



' Johnson & Johnson is making head-
lines. The company announced the much-
anticipated results of its Phase [II tnal for
its COVID-19 vaccine, Thiz showed 66%
overall efficacy in blocking moderate-to-
severe forms of the disease and 85% ef-
ficacy in severe forms. While this comes up
short of the efficacy shown by the Moderna
and Pfizer/BioNTech vaccines, we view the
data as favorable, especially when consid-
ering the overwhelming demand as well as
the advantage that J&.J's vaccine has of
requiring only one shot. Wall Street did
not seem to share our optimism, however,
and the stock slipped on the news. Still,
J&J planned to file in early February for
emergency use authorization with the
Food & Drug Administration.

The world’s largest healthcare compa-
ny reported Dbetter-than-expected
fourth-quarter results. Share earnings
came in at $1.86, a couple of pennies off
the year-earlier tally, but about a nickel
ahead of the consensus estimate. Although
marging remained under fairly heavy pres-
sure, sales increased a better-than-
anticipated 8.3%, roughly double our es-
timate, thanks to ongoing momentum from
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the Pharmaceutical business.

We've upped our 2021 estimates. Guid-
ance was solid, with management saying
that it is looking for sales to tally between
$90.5 billion and $91.7 billion for all of
2021, pointing to a 9.5%-11.0% rise. From
a bottom-line perspective, it is now calling
for EPS of $9.40 to $9.60. And this was be-
fore the release of the aforementioned re-
sults of the company’s COVID-19 trals.—
Adding it all up, we currently look for J&.J
to earn $9.50 a share, on an 11% uptick in
gsales. The company should continue to do
well with its Pharmaceutical portfolio, and
we expect the other businesses to gain
traction as the year progresses. Too, we
gsee margin improvement accelerating in
the second half of the vear

I'he stock has done well since our No-
vember report despite the abovemen-
tioned pullback. We continue to think
that it offers worthwhile three- to five-year
total return prospects, especially on a risk-
adjusted basiz, J&J's COVID-19 vaccine is
a plus in our eyes, and investors should
consider buying on dips. These shares are
now an Average selection for Timeliness.
Andre J. Costanza February 12, 2021
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The Ranking System

Regular Edition Ranking

Mid and Small Cap Ranking

TIMELINESS 3 Lowsrad 2/1221
SAFETY 1 newrom

TECHNICAL O Lowsredaians
BETA 85 (1.00=Market)

PERFORMANCE 3 Average
Technical 3 Average
SAFETY 3 Average
BETA 155  (1.00 = Market)
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Timeliness

- The Value Line Timeliness Rank measures predicted
relative price performance of a company relative to the
approximately 1,700 stocks during the next six to 12
months on a scale from 1 (Highest) to 5 (Lowest).

- Changes in the Timeliness ranks can be caused by:
« New earnings reports or company announcements.

« Changes in the price movement of one stock relative to the approximately 1,700 other
stocks in the publication.

- Shifts in the relative positions of other stocks.



Timeliness Rank System

Rank 1 (Highest) Rank 2 (Above Average)

- These stocks, as a group, are expected to outperform the Value Line universe during the

next six to 12 months.
« 100 stocks are in Rank 1 and 300 are in Rank 2.

Rank 3 (Average)

- These stocks, as a group, are expected to have relative price performance in line with the

Value Line universe.
- About 1100 stocks fall into this rank.

Rank 4 (Below Average) Rank 5 (Lowest)

- Rank 4 stocks, as a group, (about 100) are expected to have below-average relative price

performance.

- Rank 5 stocks, as a group, are out of favor regarding the Timeliness System (100 stocks).



.
Safety

- A second and crucial investment criterion is the Safety
rank assigned by Value Line to each of the approximately
1,700 stocks.

- The Value Line Safety Rank measures the total risk of a stock relative to the approximately
1,700 other stocks.

- It includes a stock’s Price Stability rank and the Financial Strength rating of a company.

- Safety ranks are also given on a scale from 1 (Safest) to 5 (Riskiest).
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Technical

- Technical Rank is Value Line’s proprietary ranking of
estimated stock price performance relative to the overall
market in the next three to six months.

- Itis based on a complex analysis of the stock’s relative price
nerformance during the previous 52-weeks.

- Unlike the Timeliness Rank, earnings are not a factor in the
Technical Rank.
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Beta

- Betais arelative measure of the historical sensitivity of the
stock's price to overall fluctuations in the New York Stock

Exchange Composite Index.

- A Betaof 1.50 indicates a stock tends to rise (or fall) 50%
more than the index just mentioned.

- The Betas are adjusted for their long-term tendency to
converge toward 1.00.



Performance — Mid and Small Cap Survey

- The Performance Rank is a similar calculation to
Timeliness that is designed to predict the future relative
price performance of the more than 3,300 stocks followed
In Value Line's overall database thar are not included in
the Standard edition.

- The Performance Rank is a purely quantitative measure
that is based on past earnings and price performance
data.
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Formula for Calculating Forecast Revenue or Earnings Per
Share Growth Rate Percentage

- On a financial calculator, input the average of the 3 most recent
completed years of revenue or earnings as the ‘present value.’

- Secondly input the projected revenue or earnings as the ‘future
value.’

 Third input the number of years.
« Subtract the mid-year of the most recent three years from the mid-year of
the projected year and input the result as the ‘number’ of years.
- Finally, select ‘compute’ to arrive at a calculated percent of
projected growth.

- PC Location for the Toolkit Calculator: Open your PC main directory. Scroll to Program Files (x86),
then the IClub Central folder’ and next the Toolkit folder. Inside it you will see a file titled ‘IWcalc.exe’ .



Valuable Formula for use in the Preferred

Procedure

- To calculate Forecast PTP Margin

- Net Profit Margin + One -Income Tax Rate
« 29.3 +(1-19) or .81 =36.2

« To calculate exact Forecast Common

Shares Outstanding
- Net Profit $ + EPS
- 31500 + 12.25 = 25714

Div'ds Decl'd per sh C= 5.50

Cap’l Spending per sh 1.65
Book Value per sh © 4950

Common Shs Outst'g 2525.0

Avg Ann’l P/E Ratio 180
Relative P/E Ratio 1.00
Avg Ann’l Div'd Yield 2.5%
Sales (Smill) A 107500
Operating Margin 44.0%
Depreciation (Smill) 250
Net Profit (Smill) 21500
Income Tax Rate 19.0%
Net Profit Margin 29.3%

Working Cap’l (Smill) 75000

| amem Tases MNakd I8 aailiy MMM



Sources

- The handouts as | previously mentioned.

- Value Line - Tool Guides.
- An exceptional source directly available at Value Line.

- Saul Seinberg’s “Playing the Piano with Both Hands.

 https://www.betterinvesting.org/chapters/online/news-articles.



about:blank
about:blank

8 B
Special Value Line Pricing Offer

- Value Line has expressed appreciation for our presenting
this class to you.

- They have offered to any new or renewing customers
special pricing.

- To take advantage, please contact Chelsea Denunzioi at
(212) 907-1540 or email cdenunzio@valueline.com.

Please mention the Value Line Class presented by Marty
Eckerle of the OKI Tri-State and Portland Chapters of
Betterlnvesting.
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Value Line 201 - QUESTIONS?

Understanding A Value Line Company Report

June 15, 2022

Presented by Marty Eckerle
Director — OKI Tri-State Chapter

mjeckerle@gmail.com

In cooperation with the Portland Chapter of Oregon
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