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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 BetterInvestingTM National 
Association of Investors Corporation (“BI”).  The views expressed are those 
of the instructors, commentators, guests and participants, as the case may 
be, and do not necessarily represent those of BetterInvestingTM. 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.  BI presenters and volunteers are held 
to a strict code of conduct that precludes benefiting financially from 
educational presentations or public activities via any BetterInvesting 
programs, events and/or educational sessions in which they participate.  
Any violation is strictly prohibited and should be reported to the CEO of 
BetterInvesting or the Director of Chapter Relations. 
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Disclaimer
• 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.

• This presentation uses older examples prepared using 
various software.  Older examples are used in order to 
prevent the examples from being used for current 
investment decisions without proper updating and 
study.  The instructors makes no representation that 
the software used for the examples is still being used 
for their own stock studies.

• This session is being recorded for future use.
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Objectives
 RPM International Inc., one year later               

(Dec. 26, 2017)
 RPM International Inc., another year later               

(Dec. 26, 2018)
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RPM INTERNATIONAL INC
Case Study
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Last Session – Dec. 26, 2016 SSG

Most recent fiscal year: 
May 31, 2016

BI SSG Year:  2015

RPM Year: 2016
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How We Use This
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Our expected Income Statement 

5 years in the future!
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Let’s Ask Ourselves

We have added a new Fiscal Year
o What did we think we were going to see?

o What do we actually see?
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What has 
changed?
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Last Year - 12/26/16 Study

The New Year - 12/26/17 Study

2016 2017
It looks like 
everything 
improved????
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Dec. 26, 2016 SSG

2016 2017

Oldest year raised 
the back end of the 
trend line…

Flattening the slope 
and lowering the 
growth rate for the 
10-year period
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As the back 
end gets 
pulled up…

The  front end 
rotates down

What effect did the 
oldest year have?

Including the earliest year gives us a 
slower growth rate.  It flattened the 
trend line.

Will the oldest year appear on next year’s SSG???

So if in December 2017 we compare, 
December 2016’s growth looks worse 
and makes December 2017’s growth 
rates look better.
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Questions?
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After eliminating the 
earliest year what 
happens to the slope?

What is the growth 
rate for the most 
recent 9 years?

Now, how does it 
compare to 2017?

10-yr 
2016 2017

9-yr 
2016
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• Let’s move from talking about the 
10-year growth rate trend,

• And talk about the most recent 
year, and most recent 5-year 
average for Pre-Tax Profit margin.
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% Pre-Tax Profit on Sales

Dec. 26, 2016
– Most Recent: 10
– Average: 8.5
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Projection: 8.5

Dec. 26, 2017
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• Big increase in expenses out of every 
dollar of sales!
• 10  4.9 – It changed by 5.1% from 

2015 to 2016
• What does that mean??
• Expenses were 5.1 cents higher on 

every dollar of sales made by the 
company!
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• Didn’t we expect Pre-Tax Profit margins 
to decline?

• Last year we projected an average of 
8.5% over the next 5 years.  
• I don’t think we were planning on 4.9%
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So what happened to expenses in 2016?  
Fiscal Year End: 5/31/17              2017 Annual Report

Pg 24
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1.5% !!

- 1.5₵ of additional 

expenses out of

EVERY dollar of sales 

the company made!!!
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Space between the 
lines didn’t change 
much

What about taxes and shares outstanding?

Most of the change 
was between Sales
and Pre-Tax Profit
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• Now that we have studied what 
happened over the past year…

• Let’s revise our Preferred 
Procedure and our expectations for 
the next 5 years.
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Let’s Start with Sales
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Click Here
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Sales growth rate steadily 
declining over past 6 years!   

Would you project 4.7% (the 10-
year average)?
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I’m going to assume they can pick Sales up a little bit 
and go with 4% estimated future sales growth
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What about Pre-Tax Profit margins?

Let’s take a look at expenses!
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30

Pg 7
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• Pre-Tax Profit Margin:
5-year average - 7.8%    
confidence in company

• No major change in taxes or shares, so will 
stay with prior assumptions

4
7.8
30

136.7
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Questions?
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• We end up with expected EPS of 
$2.41 in 5 years.
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• That gives an EPS growth rate of  12.1?
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12.1%
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1.4%

12.1%
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Dec. 26, 2016

Dec. 26, 2017

4.2%
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Trouble
→We do a careful study and carefully consider our 

judgment when we buy.

→We often update the data, but don’t carefully 

consider and update our judgment.

→The company goes off the rails and we are blindsided 

because we didn’t really think about things after the 

initial study.

→Every year really think about your judgment, 

especially if the pictures show something is changing!

Forget the original judgment and look at the 

company as if you are looking to buy it for the    

first time.
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Questions?
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What has 
changed?
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Oldest year lowered 
the back end of the 
trend line…

Steepening the slope 
and raising the 
growth rate for the 
10-year period
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Fiscal Year: May 31, 2018

• SSG year: 2017
• RPM’s year: 2018
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Gross Profit Margin

45



Stock Investing Made Easy

SG&A
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What About Taxes?
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What About Taxes?
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Shares Outstanding

51 2016   2017
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Preferred Procedure
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Sales

5
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Expenses
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5
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5

8
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Taxes
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Shares Outstanding

5

8

24

137.2
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543
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Questions?
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Lessons Learned
REASONS WE GET INTO TROUBLE

1. We use the computer’s numbers for our SSG

o If we do our judgements right, we are going to get a good SSG!

o Do the numbers make sense and match what the pictures tell us?

2. Know what you are looking at!   When the graph looks 

worse than the numbers, or vice versa, which do you 

believe?  
o You need to think about why they do not match up

3. The numbers can mislead you, if you follow them blindly.
o RPM is a great example! We saw some numbers that made no 

sense.

4. We think only in terms of the numbers because that is 

what is taught.  The numbers can fool you! 
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Summary

In this hour we’ve touched on:
• Updating our SSG annually with a new set 

of eyes.
• Making sure that the numbers and the 

pictures tell the same story.
• Some ways to check whether your 

judgment is in the ballpark.
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Special Thanks
Ron Bruyn, Director, Orange County Chapter
Linda Glein, Director, Puget Sound Chapter
Claire Struthers, Director, Heartland Chapter

Joe Smith, New Jersey
Allen Holdsworth, Heart of Illinois

These are all special people whose work 
contributed to this session and who passed their 
knowledge of BetterInvesting methodology to me.
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Make A Difference In 
Someone’s Life

If you have benefited from
BETTERINVESTING,

please pick up some
BETTERINVESTING

materials
and introduce others to this dynamic 

investment education opportunity!
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Questions or Comments?
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ah@cpabe.com
Avi Horwitz


