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Basic Stock Analysis
Marcia Couey & Craig Braemer

2"d Annual Investing Fundamentals — Ready to Roll!

Round 1: Basic Stock Analysis
November 9, 2021
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Our Presenters Today Are
Craig Braemer, San Francisco Chapter
Marcia Couey, Golden West Chapter

WWW.BETTERINVESTING.ORG

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 Betterinvesting™. 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.

This session will be recorded for future use.
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Thanks to our Sponsors for Today's Event

Afiac.

Incorporated
NYSE: AFL

NATIONAL RETAIL
PROPERTIES.

NYSE:NNN
NYSE: NNN

]
Safehold

NYSE: SAFE

AFL provides supplemental health and life insurance, as well
as other types of insurance. Size: large.

https://investors.aflac.com/home/default.aspx

NNN is a REIT, a real estate investment trust, which leases its
properties to retail businesses. Size: small.

https://investors.nnnreit.com/investor-information/default.aspx

SAFE is a REIT, a real estate investment trust, which manages
ground leases for commercial building owners. Size: small.

https://ir.safeholdinc.com/

WWW.BETTERINVESTING.ORG

WWW.BETTERINVESTING.ORG

Check the Handouts Pane in Your Control Panel

Save file as FC<yyyymmdd><ticker> doc (L.
Crea i

First Cut Stock Study Report

Please complete this form for your First Cut stock study
Click on each grayed area and enter your information
ields will expand as you type.
y FC20200516AAPL doc).
reate a PDF of the SSG (see instructions on last page)

Please retum this completed form as a Word doc and the SSG in PDF format to:

FirstC net

TJ Check here to grant Betierinvesting the right to post this First Cut Stock Study ‘
sSGon bsite.

Company Name: [ Ticker: |

Date of Study: [ Price:[ 5

Your Name:

Email address: LT Consent o post
City: [ state: |

Chapter Name (if applicable): |

Discuss why you consider this to be a high quality, growth company that
should be investigated further. Please include comments on historical
sales and EPS growth, pre-tax profit margin, return on equity, and debt.

Briefly describe how the company makes money:

Projected growth rate for sales %
Why did you select this rate? Discuss from where future growth will come.

Projected growth rate for earnings per share: %
Why did you select this rate?

Projected High PIE
Why did you select this value?

Projected Low PIE
Why did you select this value?

Projected Low Price: S|
hy did you select this value?

Atthe current price, the stock is a (check one):
[Buy or [Hold or [JSell
Atthe current price, the upside-downside ratio is: to1
Compound Annual Return — Using Forecast High P/E: [%
Your final recommendation (check one):
[Buy o [Hold or [Jsell

Explain:
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What we are going to talk about

¢ What is the Stock Selection Guide (SSG)?

» 5 Sections
* Section 1. Visual analysis - sales & earnings
history and your projections
* Section 2. Evaluating management
» Section 3. Price and Earnings History
» Section 4. Risk and Reward & your projections
* Section 5. 5-Year Potential Return
* Judgment Basics Summary
* Online Tools You Can Use (throughout 1-5)

* “Bonus” Round
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B WWW.BETTERINVESTING.ORG
What is the Stock Selection Guide (SSG)?

We use an SSG to help find a quality growth company
selling at a reasonable price

The SSG Aids in —

* judging quality of management

* deciding if the stock is selling at a reasonable price to
earnings and when compared to competitors

* estimating the potential return

It is not a “black box.” It requires judgment.

Investing Fundamentals — October 9, 2021
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§ 1 WWW.BETTERINVESTING.ORG

The Stock Selection Guide (SSG)
looks at historical data...

Section1 section2 _|sections

Sales PTP as % of Sales PEs: Hi/Lo, Average and Current
Earnings % ROE TTM (Current) EPS

Price (Hi/Lo) % Debt to Capital EPS $: 5-years

PTP S Price: 5-years Hi/Lo, 52-week Hi/Lo

Dividend history (if any)

... and provides potential return results based on
your 5-year projections.
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WWW.BETTERINVESTING.ORG

n BETTERINVESTING
1 O'year Stock Selection Guide L T — 0D \
hlstsog ez]j 1 88t i " |Capitalization
Earnings
per Share, Sales — ..
Pre-Tax ™ -~ _~Price
earnings, P | | ‘
Price, | ’ ) 8
and 5-year //1 | - ;_:-*\"
projections /J/ /;./ Recent
: l Y4 | Quarter
Historical %'/ i Comparisons
and future / EPS i O e B ) /
growth ||’ e e
rates\\_wmm - - =

WWW.BETTERINVESTING.ORG

Update Company Basic Data-

Betterlnvesting

Company Name Price/Date 5125 [LGET

ExchangelTicker NAS v HighLow Price ( we [ [
LastFiscal YearEnds: (7015 [Decobw _ TolalDebt | )

O H - Web Site: (Nipiwww cognzantcom  PidStockDiv(sMy [ 00 [ 00
n Ine OO S Industry. informaton Technolagy Services Basic Shares (M) 6061
" Source/ADR (1 Siock Data Serv  ADR |m>eauimmds [_

Prepared by

Data Tab Dialogs

Basic Data

Annual
Data

>>>>>

12075 0

= 5
T T r

Wie 2 251 061 5018 %9

Quarte rI - s 2o esm a7 23

y 201 27422 059 sy %2

2 wa s 50

Data s e ses| ms

ame s s .

32325 069 5612 46

16 32020 o s 21

sams  wh s s

10
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Company Summaries

WWW.BETTERINVESTING.O

Data Sources on the Online SSG Research Tab

Flle Data Print | Resnarch

Betterinvesting

Company Website

. Google Finance Summary

Analyst Estimates

Morningstar Summary

Company Summaries

* Motley Fool Summary

Filings and Transcripts

MSN Money Summary

Financial Statements

Yahoo Summary

Key Statistics

Filings and Transcripts
- Seeking Alpha Call Transcripts

SEC EDGAR Filings - 10-K
SEC EDGAR Filings - 10-0

SEC EDGAR Filings - ALL

Financial Statements
Memingstar Financials

l Reuters Financial Statements

Price Charts

Key Statistics

- Finviz

Betterinvesting (resources)

- Company Research

Bl Magazine

Member Sentiment *

Search Bl Website for Ticker

Company Website

Analyst Estimates™ *

I CNN Money Analyst Estimates

| MarketWatch Analyst Estimates

Momingstar Key Ratios

{ Yahoo Key Statistics

Morningstar Analyst Estimates

| NASDAQ Analyst Summary

| StockCharts Weekly Chart

Seeking Alpha Estimates LAt

| Yahoo Analyst Estimates

| Zacks Detailed Estimates

* free resources.

1

11

WWW.BETTERINVESTING.ORG

“Premium” Data Sources

Valuation

Morningstar's Analysis

55t e
<300

Staciahip
Bemplary

Read Full Analysis

View Report Arcive

12
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B WWW.BETTERINVESTING.ORG 13
BETTERINVESTING o Mﬁlﬂ:& L
B e oL |5 debt in line for
J u d g m e nt Stock Selection Guide [ iy ‘M . )
R Dott (990 WAB|RwTaCaw |  84]%PaADE ‘ o4 the |ndUStry.
Questions for

4 VISUAL ANALYSIS of Sales, Eamings, and Price

the First Cut What are revenue
& earnings trends?

+ 5-yr. est. Sales

Compare P - What is the
growth to o | / price doing?
the industry iy l | ‘
and Y | | s T~ 5-yr. est. EPS
competitors e ] ///-/"‘
l/ ~~ How was What are
4 /'/ last Quarter? | analysts
: 7 projections?
Why will 2
earnings |
grow?
13
B WWW.BETTERINVESTING.ORG 14
Quick review question about the Visual Analysis
14
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B WWW.BETTERINVESTING.ORG 15

Visual Analysis: what do we want to see?

15
B WWW.BETTERINVESTING.ORG 16
Which
S S e M .........
company T
would you like ; n
to study? e
| B
16
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B WWW.BETTERINVESTING.ORG 17

Online Tools include Industry & Competitor

comparisons
ECEfi‘ﬁegSG File Data Print Research Tools cw@

h | Evaluste Management n Forecast Sales/Earnings n Assess Risk and Reward ﬂ Determine 5 Year Potential |

[l Step 1: Historical Sales  Step 2: Historical Eamings Per Share  Step 3: Historical Stock Price Review

» Company: Study Name: m
200k .

Hislorical sales growth is the first of four indicators
Betterinvesting uses to identify well managed ~
growth companies.

Itis desirable fo invest in companies whose sales
growth is strong and consistent and generally

growing faster than the overall economy and

inflation combined. * v

ol e

Change Peers

17

B WWW.BETTERINVESTING.ORG 18

Lifecycle of a Company

From Toolkit manual

18
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§ WWW.BETTERINVESTING.ORG 19
Company Size & Acceptable Growth
may be a factor in a company’s ability to grow
Acceptable Amount of
Size Growth Rate Risk
< $1 billion Small | At Least 12% More
$1 billionto | Medium 7% - 12% Average
$10 billion
>$10 billion Large 5% - 7% Less
Note: Company size is based on annual Sales/Revenues for
Betterlnvesting investors
19
B WWW.BETTERINVESTING.ORG 20
SSGPLUS Data Tab: Detailed Estimates Dialog Box
LA
—Update Detailed
2021 ( 6349@ ( 4 2297) ( Morningstar ACE v
2022 ( 709437) 4 2765) | 5) [ Morningstar ACE v| D [J
2023 ( 721976) BN 2045) 2) Morningstar ACE ~v| D (O
2024 ( || ) ( ] ( ) Select.. v @]
2005 ) ( ) J| ) [ Select... v 0
Select...
CFRA Analyst
Inv Advisory Service
42] [ 25] [ Member Sentiment o O
Morningstar ACE
e
Status (St): 'D' = Default Data 'U' = User Modified Data Value Line Analyst
If the Lock checkbox is checked, then data in the row is not updated when the datg Yahoo ACE
Zacks ACE
[— T 1 a ¥ T i a s » i i ! M oiher
20
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WWW.BETTERINVESTING.ORG

SSG Online Tools: Notes Tab
[y Nots ]

Notes Listing

Select: My Study/My Community Notes Staff Notes Community Notes Search: :

Click Here To Learn About Notes

Date Created % | Subject % | Description 4

10/27/21

My projected growth rate Projected growth rate for sales: 4%

Why did you select this rate? Discuss from where future growth will come.
Analysts' estimates for 2022:

Zacks: 4.6%

Yahoo: 2.9%

Seeking Alpha: 2.9%

ValuelLine: 1.5%

Bl Member Sentiment: 3%

Although this is a bit optimistic compared to the analysts, | have chosen 4%
because | believe the new leadership's vision will be more effective than the
company has been, as suggested by the most recent company guidance.

From the company's Q&A about a quarterly conference call: At the midpoint, our guidance implies
net sales growth of approximately 11% over the prior year on a reported basis as compared to
the prior outiook of 2%...As compared to rebased 2019, at the midpoint of our full-year 2021
guidance, which includes higher levels of brand marketing investment as well as higher cost and
inflation pressures, net sales are expected to increase 13% and adjusted operating profit is
expected to increase 9%. This compares to the prior outlook for sales and adjusted

operating profit growth of 4% and 1%, respectively.

WWW.BETTERINVESTING.ORG

Use the Quarterly Data Tab

- Also known as the PERT-A Report
« The (Interactive) Quarterly Growth Trend Graph
« The Quarterly Growth Trend Data Table

- Available on the online SSGerrus.

» Quarterly Growth Trend Graph

Select Data Type Show Reference Lines Graph Options
Quarterly | Trailing 4¢ [ sales Grown [NERSE Last5 Years Only | Limit 50% Growth
- Sales -8~ Eamings =
40%
30%
20%
10%
0%
Gl Gl G G O G o G o Gl Gl G
Gy W5 Tn i T, A Wy Wy B T Wy R T Wgn o A My Son Wy Wy

Investing Fundamentals — October 9, 2021
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WWW.BETTERINVESTING.ORG

Forecasting Sales on the SSG

1. Briefly describe how the company makes money.

2. Where will future growth come from?

3.What is the Sales trend? Up. Even. Down

4.ls your sales forecast in line or below the analysts?

5.1s your forecast in line with, less than, or more
than historical results?  Why?

6.How do the Sales growth rates compare to
competitors? and/or to the industry?***

23

23

WWW.BETTERINVESTING.ORG

Forecasting Earnings

1. Are earnings tracking sales?

2.1s there sufficient sales & earnings growth
for the size of the company?

3.1s your forecast in line with, less than, or
more than, historical results? Why?

4.1s your earnings forecast in line,
above or below analysts forecasts? Why?

5.How do earnings growth rates compare to
competitors and/or to the industry?***

24

24
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B WWW.BETTERINVESTING.ORG
Manage your Expectations: Ask Yourself

1. Are you setting expectations too high for sales
and earnings growth rates?
Tip: Use the SSG Notes in order to help
document Analyst estimates and to help justify
your Sales & Earnings estimates.

2. Are your growth expectations too low? Are
they at least 7%?

3.1f a small company - is growth at least 12%?

25

25
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§ 1 WWW.BETTERINVESTING.ORG
2 EVALUATING Managoment Cognizant Tech Soins
TR
. o oo | oen] wa] we] wa] o] o] wws] o] wwr] rea] o
Pa e 2 Sectlons | e e e o2
woseToGepas | oow| oow] oow] oow| oow| oow] oon] oon] wes] sz  sew
3 PRICE-EARNINGS HISTORY as an indicator of the future
e L Y e R
2 . 0 © I - 1 & ]
. Evaluating e s
B e
management L =i —5 % F
e T e
= 3 R
- -
e i I
. . e e
3. Prlce earnlngs 4 EVALUATING RISK and REWARD over the next § years
. s =
hist T
Istory asaareic, x4 sadings ]
o (I

4. Evaluating Risk &
Reward over the
next 5 years

]

5. 5-year potential

5 svearporental
T
o ok
A s A Ovisend 000

—n=E
B AVERAGE YIELD - USING FORECAST HiGH P/E.
A % P

Agufeed |, _Gok
Forvoas M L 20

27
B WWW.BETTERINVESTING.ORG
FC Section 2 Questions: Evaluating Management
2 EVALUATING Management
2009 2010 2011 2012 2013 2014 2015 2016 2017 2018  Last5 Year Avg.

Pre-tax Profit on Sales 19.5%| 19.4%| 183%| 19.4%| 191%| 191%| 18.9%| 19.1%| 187%| 17.4% 18.6%
% Eamed on Equity 229%| 226%| 21.3%| 19.9%| 20.1%| 21.9%| 214%| 21.7%| 194%| 18.3% 20.5%
% Debt To Capital 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%| 17.5%| 12.2% 59%
2A % Pre-tax profit margin

1. Is management controlling costs effectively?

2. Is Management outperforming the industry?

3. How are they achieving results?

4. Better products, service and controls or are they reducing

inventories or spending less on R&D?

2B % Return on equity

Is ROE increasing or at least staying the same?
2C % Debt to Capital

Is debt at manageable levels? If higher than 33% ask more

questions.
28

Investing Fundamentals — October 9, 2021



Basic Stock Analysis
Marcia Couey & Craig Braemer

B WWW.BETTERINVESTING.ORG 29
Section 2: Evaluating Management
2 EVALUATING Management
2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 ] Last5 Year Avg.
Pre-tax Profit on Sales 19.5% 19.4% 18.3% 19.4% 19.1% 19.1% 18.9% 19.1% 18.7% 17.4% 18.6%
% Eamned on Equity 229%| 226%| 21.3%| 19.9%| 20.1%| 21.9%| 214%| 21.7%| 194%| 18.3% 20.5%
2A Pre-tax profit margin
Measures how profitable a company is annually.

1. Is management controlling costs effectively?

2. Is Management outperforming the industry?

3. How are they achieving results?

Better products, service and controls?
reducing inventories? spending less on R&D?
2B Return on equity
Measures how well a company manages their assets.
1. Is ROE increasing or at least staying the same?
29
B WWW.BETTERINVESTING.ORG 30
Section 2: Evaluating Management
2 EVALUATING Management
- 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 m
Pre-tax Profit on Sales 19.5% 19.4% 18.3% 19.4% 19.1% 19.1% 18.9% 19.1% 18.7% 17.4% 18.6%
% Eamed on Equity 229%| 226%| 21.3%| 19.9%| 201%| 21.9%| 21.4%| 21.7%| 19.4%| 18.3% 20.5%
% Debt To Capital 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%] 0.0% 0.0%| 17.5% 12.2% 5.9%
2C Debt

1. Is debt at manageable levels?

2. Betterlnvesting suggests you want this metric to be
33% or lower.

3. With interest rates so low these days, it is not
surprising to see debt levels increasing as companies
take on inexpensive debt.

30
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B WWW.BETTERINVESTING.ORG

Tip: Evaluate Management & Compare Peers
C()RESSG

nt Forecast Sales/Eamnings | Assess Risk and Reward Determine 5 Year Potential I Nots

Step 1: % Pre-Tax Profiton Sales  Step 2: % Return on Equity  Step 3: Total Debt  Step 4: % Debt to Capital

+ Company: =

% Pre-tax Profit on Sales is th
Betterinvesting uses to identif
growth companies. A good pel
margin shows a company is w

Steps

1. Pre-tax profit
2. ROE

3. Total Debt $

4. %Debt/Capital

Itis desirable to investin com|
pre-tax profit is increasing or ¢
same. Examining the most rec
helps us determine this.

Tutorial

31

31

B WWW.BETTERINVESTING.ORG

Questions or Comments for Sections 1 & 27

Thanks to our sponsors for today’s event!

r . AFL provides supplemental health and life insurance, as well
’ ac as other types of insurance. Size: large.
®

I ncorporated https://investors.aflac.com/home/default.aspx
NYSE: AFL

PROPERTIES. properties to retail businesses. Size: small.
NYSE:NNN

m NATIONAL RETAIL NNN is a REIT, a real estate investment trust, which leases its

NYSE: NNN https://investors.nnnreit.com/investor-information/default.aspx

SAFE is a REIT, a real estate investment trust, which manages
ground leases for commercial building owners. Size: small.
Safehold

https://ir.safeholdinc.com
NYSE: SAFE

Ky

32
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B WWW.BETTERINVESTING.ORG 33

Price to Earnings Ratio

Share Price B o/

~ Ratio

$ I .
Earnings per Share
III &P

Stock price is $50 Earnings per share is $2.50 = 20X

What is the P/E ?
Stock price is $50 Earnings per share is $5.00 = 10X

33

B WWW.BETTERINVESTING.ORG 34

Which is a Better Value?
$1.35 $.80

\.__._-/

bm GLEN
gffﬂtt

- p,

M

I

34
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n WWW.BETTERINVESTING.ORG K1)
How the P/E Ratio Fluctuates
$70.00 Avg..
P/E:
$60.00 [0 545 /53=15 10\ ~
$50.00 \
§ $40.00 /\/ \ /
'qg $30.00 ~ \
A P/E: $40 / 45 =
$20.00 8
2014 2015 2016 2017 2018 2019 Year
$2.00 $3.00 $4.00 $5.00 $6.00 $7.00 Earnings/Share
(EPS)
35
B WWW.BETTERINVESTING.ORG 36
The Relationship of Price to Earnings
Why are earnings so important?
® | ong term EPS drives stock prices
®nvestors pay more for anticipated growth of earnings
Short term expectations of earnings per share and news
items can move stock prices on a daily basis
What about $ales?
36
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WWW.BETTERINVESTING.ORG

10 Year Comparison LMT: Prices, P/E Ratio, EP

AdvancedChart Ui ey = :

ids

o2

EBEBEERERS

BEEEEIERE

_ =
[ . —— S

Store Chart Seftings [ ) W 0 i@ v i i %
Clear Chart Seftings R vt B e

37
§ 4 WWW.BETTERINVESTING.ORG
Which company would you buy?
Company 1 Company 2
Earnings Earnings % Growth Earnings Earnings % Growth
Per
Millions Share Millions | Per Share

2010/ 10,000 0.10 10,000 0.10

2011 14,000 0.14 40% 10,650 0.11 6%
2012] 18,900 0.19 35% 11,609 0.12 9%
2013| 24,476 0.24 30% 15,091 0.15 30%
2014 30,105 0.30 23% 18,864 0.19 25%
2015 35,524 0.36 18% 21,505 0.22 14%
2016| 40,142 0.40 13% 24,730 0.25 15%
2017| 44,156 0.44 10% 29,677 0.30 20%
2018| 47,247 0.47 7% 38,580 0.39 30%
2019| 50,082 0.50 6% 50,153 0.50 30%
2020| 53,087 0.53 6% 65,199 0.65 30%
2021 56,272 0.56 6% 84,759 0.85 30%
2022| 59,648 0.60 6% 110,187 1.10 30%
2023| 63,227 0.63 6% 143,243 1.43 30%
2024| 67,021 0.67 6% 186,216 1.86 30%

38
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B WWW.BETTERINVESTING.ORG

Lifecycle of a Successful Company
noinvent

From Toolkit manual

39

39
i WWW.BETTERINVESTING.ORG 40
How Changes in P/E Affect Returns
Current Situation
! iE ! 5.00 125
Possible Situations with Earnings Doubling
__PE___|_ Eamings | Price | Change %
15 10.00 150 +20%
10.00 200 +60%
10.00 250 +100%
30 10.00 300 +140 %
5 10.00 350 +180%
(40) 10.00 400 +220%
40
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B WWW.BETTERINVESTING.ORG 41

How PE Changes Affect Risk of Loss

Current Situation

| Eamings | _Price
5.00 200

PE

Possible Situations with Earnings Doubling

[ PE__| Eamings | Prico | Change%_
@ 10.00 150 -25%
20 10.00 200 0%
25 10.00 250 +25%
30 10.00 300 +50%
35 10.00 350 +75%

10.00 400 +100 %

§ 3 WWW.BETTERINVESTING.ORG 42
Don’'t Overpay
Today for Anticipated
Growth Tomorrow
“How much should future earnings be discounted?”
Also don’t be too conservative!

Investing Fundamentals — October 9, 2021
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B WWW.BETTERINVESTING.ORG

Section 3 Price-Earnings History

3 PRICE-EARNINGS HISTORY as an indicator of the future
This shows how stock prices have fluctuated with eamings and dividends. Itis building block for translating earnings into future stock prices.

CLOSING PRICE 51.25 (10/13/16) HIGH THIS YEAR 69.80 LOW THIS YEAR 45.44
A | B c D | E F G H
Year Price Eamings Price Earnings Ratio Dividend % Payout | % High Yield
High Low PerShare || HighA/C | LowB/C | PerShare | F/C*100 | F/B*100
2014 41.7 26.8 1.43 29.3 18.8 0.00 0.0 0.0
2015 39.0 270 174 22.7 157 0.00 0.0 0.0
2016 50.6 305 209 25.1 15.1 0.00 0.0 0.0
2017 549 415 239 234 17.7 0.00 0.0 0.0
2018 69.8 50.7 26! 26.3 19.1 0.00 0.0 0.0
AVERAGE 353 254 17.3
CURRENT/TTM 247 _—
AVERAGE PRICE EARNINGS RATIO: 21.3 CURRENT PRICE EARNINGS RATIQ: 20.7 )

Compare Current P/E to P/E Range
Or -- A look at the past to look into the future

P/E - Dividends - Earnings - Stock Price

43
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3 PRICE-EARNINGS HISTORY as an indicator of the future
This shows how stock prices have fluctuated with eamings and dividends. It is building block for translating eamings into future stock prices.
CLOSING PRICE 51.25 (10/13/16) HIGH THIS YEAR 69.80 LOW THIS YEAR 45.44
A | 8 c D | E F G H
Year Price Earnings Prico Earnings Ratio Dividend | % Payout | % High Yield
High Low PerShare | HighA/C | LowB/C | PerShare | F/C*100 | F/B" 100
| 2014 41.7] 268 1.43] 20.3 188 0.00 0.0 0.0
| 2015 39.0 270 1.72] 227 157 0.00) 0.0 0.0
,2016 506 305 2.02 25.1 15.1 0.00 0.0) 0.0
2017 54.9 415 =35 234 17.7 0.00 0.9) 0.0
2018 698 50.7 Et 263 191 0.0 0.0 00
AVERAGE 35.3 | 254 7 113
CURRENT/TTM 247
[AVERAGE PRICE EARNINGS RATIO: 21.3 CURRENT PRIGE EARNINGS RATIO: 20.7
Section 4 4 EVALUATING RISK and REWARD ovar/vé.m s)u{;
. Amngmmatpnmmebmmnm ‘every 5 yegrs, calculations are made of how high and how low the stock might sell. The
u -downside ratio is . 1
Evaluat|ng I PRCE T A — From Section 1
R|Sk & Reward Avg. High P/E = Forecasted High Price § 104.1
B LOW PRICE - NEXT § YEAR
(a) Avg. Low P/E s- Estimate Low Eamings/Share = Forecasted Low Price $ 451
over the next {®) Avg. Low Price of Last § Years 353
(c) Recent Market Low Price 415
5 years (d) Price Dividend Will Support _W‘""m"” DHomd . . _U'W'_n 20 = 00
Selected Forecasted Low Price S [N
C ZONING  using 25%-50%25%
Forecasted High Price  104.1 25% of Range 147
Buy Zone
Hold Zone
Sell Zone
Present Market Price of S B A Zone
D UPSIDE DOWNSIDE RATIO (POTENTIAL GAIN VS. RISK OR LOSS)
High Price
Prosent Price Tot
E PRICE TARGET  (Nots: This shows the potontial the next five years In simpl torma.)
High Price
~ Closing Price % Appreciation
44
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Symbol: TJX

1 VISUAL ANALYSIS of Sales, Earnings, and Price Wh e re esti m ate d
== future earnings
4,717 | originate
/!

‘ Gives 5 year
i 7} === estimated earnings

current earnings

L

RECE Sales (M) | Eamings Per Share .
T Estimated annual
> Vear Ago Quarter 11,127] 0568 E PS g rowth
i [Percentage Change 9.7%) 19.1% . R
projection
(1) Historical Sales Growth T9% (3) Historical Eamings Per Share Growth 13.7%
(2) Estimated Future Sales Growth 59% {4) Estimated Future Eamings Per Share Growth 13.1%
45
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Section 4A Estimate High Pri
3 PRICE-EARNINGS HISTORY as an indicator of the future
This shows how stock prices have fluctuated with earnings and dividends. It is building block for translating eamings into future stock prices.
2014 CLOSING PRICE 51.25 (10/13/16) HIGH THIS YEAR 69,80 LOW THIS YEAR 45.44
A [ s c o | E F G H
Year Price Eamings Price Earnings Ratio Dividend % Payout | % High Yield
High Low Per Share HighA/C LowB/C Per Share F/C*100 F/B* 100
2014 41.7 26.8 1.43 28.3 18.8 0.00' 0.0 0.0
2015 39.0 27.0 1.72 227 15.7 0.00/ 0.0 0.0
2016 50.6 30.5 2.02 25.1 15.1 0.00 0.0 0.0
2017 54.9 415 2.35 234 17.7 0.00/ 0.0 0.0
2018 69.8 50.7 265 26.3| 19.1 0.00 0.0 0.0
AVERAGE 353 A 254 17.3
CURRENT/TTM 247
AVERAGE PRICE EARNINGS RATIO: 21.3 CURRENT PRICE EARNINGS RATIO: 20.7
4 EVALUATING RISK and REWARD over the'next 5 years
ing one and one boom etery 5 years, calculations are made of how high and how low the stock might sell. The
upside-downside ratio is the key to evaluating risk and reward
A HIGH PRICE - NEXT 5 YEARS
Avg. High PIE @ X Estimate High Eamings/Share @ = Forecasted High Price $
From Section 1 of the SSG
46

Investing Fundamentals — October 9, 2021

23



Basic Stock Analysis
Marcia Couey & Craig Braemer

WWW.BETTERINVESTING.ORG 47

Section 4 Estimate Low Price

Selecting the low price is just as important as selecting the high price

4 EVALUATING RISK and REWARD over the next 5 years

Assuming one recession and one business boom every 5 years, calculations are made of how high and how low the stock might sell. The
upside-downside ratio is the key to evaluating risk and reward.

A HIGH PRICE - NEXT 5 YEARS
Avg. High P/E 25.0 XEstimate High Eamings/Share 418 = Forecasted High Price $ @
B LOW PRICE - NEXT 5 YEARS P
(a) Avg. Low P/E X Estimate Low Earnings/Share @ = Forecasted Low Price § {451
(b) Avg. Low Price of Last 5 Years 353 T
(c) Recent Market Low Price 415 It chooses year end.
(d) Price Dividend Will Support 'Mii:::\zi:se"d . 0%%‘; .00
S Fol ted Low Price $ 45.1
4B (a) Avg. Low P/E 17 For growth stocks
(b) Avg. low price last 5 years $35.30 For cyclical stocks
(c) Severe market low $41.50 For severe down market
(d) Price dividend will support $0 For high dividend yield

47
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Sections 4C, 4D, and 4E

4 EVALUATING RISK and REWARD over the next 5 years

one ion and one busit boom every 5 years, calculations are made of how high and how low the stock might sell. The

upside-downside ratio is the key to evaluating risk and reward.
A HIGH PRICE - NEXT 5 YEARS

Avg. High PIE 25.0 X Estimate High Eamings/Share 416 = Forecasted High Price $
B LOW PRICE - NEXT 5 YEARS

(a) Avg. Low P/E 17.0 X Estimate Low Eamings/Share 265 = Forecasted Low Price $ 451

(b) Avg. Low Price of Last 5 Years 353

{c) Recent Market Low Price 415

(d) Price Dividend Will Support ﬂ%ﬂ_ - _t?tg;_ - 00

Selected Forecasted Low Price $

C ZONING  using 25%-50%-25%

Forecasted High Price 104.1  Minus Forecasted Low Price 451 = 59.0 Range. 25% ofRange 14.7
Buy Zone @ to 598
Hold Zone 9.8 to 89
Sell Zone 89.3 o @
Present Market Price of 51.25 isin the BUY Zone
D UPSIDE DOWNSIDE RATIO (POTENTIAL GAIN VS. RISK OR LOSS)
High Price 104.1 Minus Present Price 51.25 52.80
Present Price 5126 Minus Low Price 45.1 = 615 = a8 Tod
E PRICE TARGET (Note: This shows the potential market price appreciation over the next five years in simple interest terms.)
High Price 104.1
~——TlsmgPrice 5125 = 2.0303 X 100 = 20303 - 100 = 103.0 % Appreciation

48
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Section 4C Zoning: Buy — Hold — Sell

| CZONING using 25%-50%-25%

Forecasted High Price 1041 Minus Forecasted Low Price  45.1 = 59.0 Range. 25% of Range 14.7
Buy Zone 451 to 59.8
Hold Zone 59.8 to 89.3
Sell Zone 893 to 104.1
Present Market Price of 51.25 is in the BUY Zone
Forecast high 104.10 - forecast low 45.10 $104.10

Difference is 59/25% = 14.75 104.10-14.75= $89.40 ISt | Sell

Forecast low: $45.10 + 14.75 = $59.85

$59.85
| o

49
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Section 4D Upside-Downside Ratio
Potential Gain vs. Loss

D UPSIDE DOWNSIDE RATIO (POTENTIAL GAIN VS. RISK OR LOSS)
High Price 104.1 Minus Present Price 51.25 52.80

Present Price 5125 Minus Low Price 451 = 6.5

= 86 To1

E PRICE TARGET (Note: This shows the potential market price appreciation over the next five years in simple interest terms.)
High Price 104.1
~TlsngPnce 5125 = 2.0303 X 100 = 20303 - 100 = 103.0 % Appreciation

Forecast high price . Forecast upside (potential profit)
DI $104.10 - 51.25 = $52.85 (103%)

52.85/6.15 = 8.6

Upside-Downside
Upside 8.6 / Downside 1

ratio; 8.6 to 1

Current price — IR WA
Selected low price = IRERN 1)

$51.25-45.10 =6.15
Downside Risk $6.15

50
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Sections 4E and 5A, 5B, 5C

E PRICE TARGET (Note: This shows the potential market price appreciation over the next five years in simple interest terms.)

High Price 104.1
Tlosing Price 55 < 20303 X 100 = 20303 - 100 = 103.0 % Appreciation

5-YEAR POTENTIAL

This combines price appreciation with dividend yield to get an estimate of total retun. It provides a standard for comparing income and
growth stocks.

A Indicated Annual Dividend 0.00
B AVERAGE YIELD - USING FORECAST HIGH P/E AVERAGE YIELD - USING FORECAST AVERAGE P/E
Avg. % Payout _ 0.0 % Avg. % Payout 0.0 %

= = 0 % = = 0.0
Forecast High PE 25.00 e Forecast Average PE 21.00 a

C COMPOUND ANNUAL RETURN - USING FORECAST HIGH P/E | COMPOUND ANNUAL RETURN - USING FORECAST AVG P/E

Annualized Appreciation 152% Annualized Appreciation
Average Yield 0.0% Average Yield
Annualized Rate of Retum 152 % Annualized Rate of Retum

51
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Section 5C: Compound Average Return

5 s.YEAR POTENTIAL

This ¢ price with yield to get an of total retumn. It provides a standard for comparing income and

growth stocks.

C COMPOUND ANNUAL RETURN - USING FORECAST HIGH P/E  COMPOUND ANNUAL RETURN - USING FORECAST AVG P/E

Annualized Appreciation 152 % Annualized Appreciation 11.3%
Average Yield 0.0% Average Yield 0.0 %
Annualized Rate of Retum 15.2% Annualized Rate of Retum 1.3%

Concept:
Compound Return of 15% annually will
double your money in 5 years.

52
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Double Your Investment
Rule of 72
Rate of Return Years to Double Your Money
6% 12 Years
7% 10.3 Years
8% 9 Years
9% 8 Years
10% 7.2 Years
1% 6.6 Years
12% 6 Years
15% 4.8 Years
Formula: 72 Divided by Rate of Return =
Years to Double Your Money
Example: 72 + 15 =4.8 Years
53
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Online SSG..s Ratios Tab
Sample Valuation Ratios Dialog
RELATIVE VALUE
Current PE: 19.7 / Average 5 Year PE: 20.2 X 100 = 97.4%
PROJECTED RELATIVE VALUE The PEG ratio compares a stock's projected P/E with
Projected PE- 17.4 / Forecast Average P/E 16.0 X 100 = 108.8% forecasted eamings growth to establish a broader
i valuation ratio that includes projected growth on the theary
Projected PE 17.4 / Forecast EPS Growth Rate: 13.1% = 1.3 that the market is willing to pay fOl’ hlghquallty growth.
T —— PEG can be compared to others in the same industry, to
other stocks in a portfolio in a study of the stock's value.
Some people have guidelines for maximum PEG ratios.
54
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First Cut Inputs From Your SSG Sections 3-5

After completing your SSG, transfer this data to your First Cut:

Your projected High P/E ratio
Your projected Low P/E ratio BETTERINVESTING'
The projected Low Price PRRARRER

Is your stock a Buy — Hold — Sell?

First Cut Stock Study Report

What is your Upside/Downside ~ [cmemwteme . - Tl

Date of Study: Price: ‘

Ratio (UDR)
Compound Annual Return — Using the Forecast High P/E
What is your recommendation? Buy — Hold — Sell?
Explain (your recommendation.)

55
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Summary of Judgment Basics

When choosing a stock, look for:

1. consistent sales and EPS growth

2. industry leader

3. competitive edge due to unique products
4. great management

Use reasonable valuations

Compare the company:

1. P/E, earnings growth, and margins to its historical norms
2. To the industry, and compare the...

3. Industry to the market

56
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Bonus Round: Economic Moats

57

13 WWW.BETTERINVESTING.ORG 58

Economic Moat Thought Process

- Economic Moats = SSG Sections 1 & 2 = Business model.

- Wide moat stocks should have higher margins longer.

- Although “no moat” stocks can do well, you might have to
trade it more frequently.

Wide Economic Moat Narrow Economic Moat No Economic Moat

ROIC
ROIC
ROIC

Time Horizon Time Horizon Time Horizon

Source: Pat Dorsey, Morningstar.

58
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A Wide Economic Moat = a Good SSG
» Moats help identify sustainable competitive advantages.
= Section 2 of the SSG is key to a company’s long-term
stock performance.
» By looking at this, it can help:
» Hold stocks longer of good, quality companies. $
* You to understand the SSG numbers.
» Generate better returns over long time periods.
= Only 200/1500 companies considered to have wide moats
59
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No Moat (Kohl's) vs Wide Moat (Adobe) - Section 2
Evaluate Management
201 2012 | 2013 | 014 | 2015 | 2016 | 017 | 2018 | 2019 | N0 | 5YrAvg Trend
% Pre-Tax Profit on Sales 9.9’.&5 B1%| 4% 7% 55’:&5 4.?%: 58%  52% 4.5%; -3.4%: 4% _
”%ReturnonEquily | 15.3%' 15?%' 145%' 14.?%' 11.8‘}5: m_s%' 1?.1%' 14_?%' 12.3%; .3.5%' 10.3%' (e Y
.%DehtTuGapjlm | 395%; 429‘}9; 44.8%. 443%. 48.2%5 4?.1%. 45.4%. 38.8%. 52.9%; 56.5%: 48.1%. __‘
| Evaluate Management
01 | 2012 | 2013 | 2014 | 2015 | 2016 | M7 | 2018 | 2019 | 200 | 5YrAvg Trend
%PreTarProfionSales | 246%| 254%  88%  BT% 162% 245% 293% 309% 287% 325%  292% - |
.%ReturnonEquily | 14.0%. 123%. 4.1%. 3.9%. 9.0%; 15.8%. 20.@%. 28.5%; 28.2%. 44.3%. 2?.5%. _______‘
:%DettToGapjial | 208%; 18.5’;5. 18.43&. 183%; 214%: 20.4‘}6. 18.2‘}6. 30.8%; 28.2‘}6. 26.2%. 24?%. . . ‘
Securities are for educational purposes only
60
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Narrow Moat (VMware) vs Wide Moat (Adobe) - Section 2

_Evaluate Management

% Pre-Tax Profit on Sales 201%  194%| 220%| 174% 135% 208%

% Return on Equity

% Debt To Capital

' Evaiﬂatéﬁénégérhénl .

(% PreTarProfifonSales | 246%| 254%  88%| 87%| 182%| 245%

% Return on Equity

% Debt To Capital

Basic Stock Analysis
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| 0 | 212 | M3 | 214 | 2015 | 216 | 017 | 218 | 2019 | 20 | 5¥rAvg |

ek A EUAREEL AR T g
8% 131% 140%  67% 220% 1083% 240%  350% ‘
165%| 159%| 156% 353% BBS% 4B1% 394%  454% y -

18.0%; 128%  154%

86% 7I%| 62%

7 | 218 | 19 | 220 | 5¥ikvg Trend
293%  309% W% 2% 292% W ol
140% 123%  41%|  39%  00% 158% 204% 286% 280% M4 275% o sl

208% 18.3%  184% 18'3%. 214% 204% 18.2’5{1' 306% 282% 262‘3@: 247% ‘

BN

ESEINELS

Securities are for educational purposes only
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Questions or Comments?

Thanks to the California Chapters for supporting today’s event!

www.betterinvesting.org/chapters/channel-islands
www.betterinvesting.org/chapters/goldenwest
www.betterinvesting.org/chapters/sacramento-area
www.betterinvesting.org/chapters/san-Francisco-bay-area
www.betterinvesting.org/chapters/silicon-valley

Thanks to Our Sponsors for supporting today’s event!

L. NATIONAL RETAIL
Af, acC. m PROPERTIES. Safehold
NYSE:NNN

Incorporated
AFL NNN SAFE

62
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Thank You for Joining Us!

Craig Braemer craigbraemer1@gmail.com

Marcia Couey marciathewriter@gmail.com

Round 2: Wednesday, November 10 at 6:30 pm PT, Free
SSG Stock Study on Lockheed Martin (LMT)
We will complete a Stock Study together using a First Cut
Register for Round 2: https://attendee.gotowebinar.com/reqgister/2814101473173382671

Round 3: Sunday, November 14, 4:00 — 5:15 pm, PT, $10

Observe a Betterlnvesting California Club Portfolio “Repair Shop” Live!
Attend a live “Repair Shop” conducted by Scott Horsburgh, a co-author of Betterinvesting
Magazine’s very popular “Repair Shop” feature, which provides insights about club portfolios.
Register for Round 3: https://cachapters2021.eventbrite.com

63
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