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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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What is a P/E?

* Price to Earnings
Ratio Is called P/E.

* P/E stands for
Price divided by
Earnings.

EARNINGS

 The price to earnings
ratio, or P/E, IS a
number.
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P/E Terminology

* P/E ratio —
$100 Price/$5 Earnings = 20 P/E

« 20 times earnings
* Multiple of 20

 Valuation
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Price And Earnings

 The price to earnings ratio (P/E) Is
a simple easy way to compare the
current price of a stock with the
current earnings.

 The price of the stock is changing
constantly but the earnings only
change four times a year.
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P/E Helps Determine Price to Pay

 People who learn how to buy those
earnings when they are on sale will be
the successful investors.

 The P/E is the tool we use to help us
determine if those earnings are on
sale, are a fair price right now, or are
over-valued.
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Why We look at P/E’s

 Our goalisto buy
stocks when they
are on sale.

One tool we use to
help us do this is
the P/E.
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P/E Tells Us How Investors Value a
Company’s Stock

Do you always buy the smallest
box of cereal because it is
cheapest?

In groceries we look at dollars to
purchase an ounce of a product

When buying stock in a company,
we look at the number of dollars it

: Price per Ounce
takes to buy one dollar of earnings. P

vs. Price per Box
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Example

* If the price of a stock is
$30 a share and the
company has earnings
of $1.50 they would
have a P/E of 20.

30 divided by 1.50
equals 20.
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What Are Investors Willing to Pay

The P/E ratio tells us what Investors are

currently willing to pay for $1 of the
company’s earnings.

In the previous example, investors are

paying $20 for every one dollar of earnings.
(20 times earnings) (Multiple of 20).

OKI Tri-State Chapter Education




What Is A Good P/E?

s 20 a good P/E?
By itself the P/E ratio tells us very little.

We need to compare that P/E with P/E’s that
investors have paid for the company’s
earnings in the past.

And compare to other companies in the
same industry.
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Compare P/E’s

 To determine a “good” P/E for a company,
compare today’s P/E with the average P/E
for that company.

When you are going to buy stock in a
company you always want to know
today’s P/E and the average P/E so that
you will know If you are paying too much

or getting a bargain.
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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
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Contact the OKI Chapter via email:

contact@okitristate.betterinvesting.net

Include presentation title in your subject line.
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