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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 Corporation (“Bl”).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.

m Securities discussed may be held by the instructors in their own personal portfolios or in those of their
clients. Bl presenters and volunteers are held to a strict code of conduct that precludes benefiting 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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Keys to Small Company Investing

Why Invest in Small Company Stocks?

|. Increase return in portfolio.

® Small company stocks tend to deliver larger returns over time than
large companies.

2. Even out risk in portfolio.

® Though small company stocks are generally more volatile than large
company stocks, they perform at different periods of market cycles
than large companies & thus can even out returns over time.
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Define Your Portfolio Allocation Goals

® Bl recommends that portfolios include:
m 25% large companies (TTM Sales > $10M).
® 50% midsized companies (TTM Sales between $IM & $10M).
® 25% small companies (TTM Sales < $1M).

® Bl recommends remaining fully-invested at all times.

m Optional: Set aside 5%-10% of investable assets for more
speculative investments.

4

Measuring Company Size by Revenues

m Betterlnvesting classifies companies by Trailing Twelve-
Month (TTM) Revenues:

= Small < $IB.
= Mid >$1B and <$10B.
= Large > $10B.

® This better measures company size than by market cap
(which is measure of popularity, not fundamentals).
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7
About Very Small & Very Large Companies | 4

® Some ICLUBcentral tools include additional size groupings:

= Micro: Revenues < $100M.

m Stocks are much more volatile, don’t have much float, not covered by
analyst.

m Mega: Revenues > $50B.

m Stocks are often slow growers with much lower return potential, may
provide more income but less appreciation.

4

Understand Small Stock Differences

® Smaller companies tend to see fundamentals & price movement
at different points in economic & market cycle.

® Small companies tend to see fundamentals fall off more quickly during
economic hard times, but improve sooner at end of recession.

® Small companies tend to see prices drop more quickly at start of
major market corrections & bear markets, but lead the way when
prices move up again.
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Understand Small Company Stock Valuation Trends

® Small companies have fewer shares outstanding & thus lower
institutional interest, so demand is lower for their stocks.

= |nstitutions (pension funds, mutual funds, etc.) often are restricted from
investing in smaller companies by policy or by regulation.

® L ower demand means lower P/E ratios when compared to larger
companies in similar industries & with similar growth.

® This can equate to expansion of P/E ratio as company matures, even
if growth slows (opposite of what we expect for larger companies).

4

Hone Your Target for Small Company Stocks

m Define your personal preferences for potential investments, such as:
® Should price be greater than $5 or $10?
= Often stocks with very low prices tend not to see prices grow in line with fundamentals.
® Should TTM Sales must be $100M or greater?

= Very smallest companies may take too long to reach point where even good fundamentals will
deliver acceptable price appreciation.

® Can Current P/E Ratio be above 30?
= Small companies may have higher P/E ratios that larger companies, which can increase risk.

® |t's okay to search for “smaller” companies when starting out—initial aim can be
to reduce average size of holdings.
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Use the Right Tools for Your Search

m Betterlnvesting & ICLUBcentral stock search tools include ability to
screen for companies by annual revenues.

m Rarely do other stock search tools include this ability—most search by
market cap.

® Screening tools include:
= Bl Online Tools.
= MyStockProspector.com

m StockCentral.com

Don't Be Afraid to Be Contrarian

® Small companies are loved less than large companies, mostly
due to law of supply & demand.

®m Remember that fundamentals always win out in the end.

m Short-term results are not as assured.

® When gains come, they will reward your patience & conviction.

by Doug Gerlach, gerlach@iclub.com 7



Tips & Tricks for Small Company Stock Investing 9/1/2022

Watch the Downside Carefully

® Due to additional volatility, can be advantageous to watch downside more
closely than for large company stocks.

= Small company stocks can drop quickly in price, but often recover more slowly.

® Consider using TSLOs or SLOs on small company stocks with large
unrealized gains (trailing stop set 5%-8% seems to be good territory).

m Realize that while this may protect on downside, it eliminates further upside.

= When stocks fall significantly due to fundamental problems, look carefully at
selling since recovery may take longer than desirable.

Get Help When You Need It

® SmallCap Informer was founded in 2012 to serve needs of Bl-
style investors who wanted support in finding & analyzing small
company stocks.

m Uses Stock Selection Guide (SSG) to analyze individual
companies.

® | ong-term results have exceeded S&P SmallCap 600 Index.
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Key Resources for Company Research

Check Investor Presentations

m Companies often create presentations that management
presents at conferences or during earnings calls.

® These often have important considerations about company
strengths & weaknesses, addressable market, industry trends,
etc.

® Found on Investor Relations website of company.
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: af
Check Analysts Estimates

® Analysts estimates of sales & EPS growth are often harder to
find for smaller companies.

® Sources to check include:
® Bl Online Tools (2-year sales & 5-year EPS growth rates).
® Nasdaq.com (EPS for 2-4 fiscal years).

® Yahoo! Finance (EPS & Revenues for 2 fiscal years, 5-year EPS growth
rate).

e

Check Company Guidance

® Management may provide guidance for expected results in next
quarter or current fiscal year.

® |f provided, this is invaluable information in determining likely
future growth.

® Guidance may be adjusted, so check company’s quarterly &
fiscal year reports for changes & updates.
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: af
Check Recent Earnings Reports

m Review performance in most recent quarter/fiscal year as
reported by company in press release found on:

= Yahoo! Finance.

= Company website.

® |ncludes important update on company’s progress as well as
risk factors for upcoming periods.

Check Industry Averages

m Compare pre-tax profit margins & debt to other similar
companies and industry averages.

® Complete sector/industry/company averages available on
StockCentral.com ($).

® Basic industry averages found in Investing tab of ICLUB.com.
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¢
Check SeekingAlpha.com |

® |[ndependent contributors often provide analysis of smaller
companies.

® May use different investing strategy than growth/GARP, but can
provide insight into company’s potential.

® Some analysis is behind subscriber paywall.

Using the SmallCap Informer
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Access to online tools.

® Available by subscription.

About the SmallCap Informer

m Fach issue is delivered online & includes:
2 full company recommendations w/SSGs.

® |nvestment commentary & educational articles.

Sale recommendations (when necessary).

Calendar of upcoming dividends, earnings reports, events.

Follow-ups w/revised buy prices on all ~50 currently covered companies.
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Web Tools for Subscribers

® Dynamic home page.

m Sortable report of key metrics & current/buy/sell prices for all stocks.
= Also downloadable in Excel format.

® Discussion forums.

m Daily updated technical indicators for covered stocks.

m Screener for covered stocks.

m Daily price change report w/biggest losers & gainers.

|

Closed positions report.

Subscribers

Welceme 12 the oniing version of the SmallCap Informer
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Smaller Company ldeas

Stocks to Study

Proj
Sales Curr | EPS | Buy |ProjTot|Curr
Compan Industr TTM P/E Grth |UpTo| Re Yid
144

OLED Universal Display Semiconductors $5769 12083 314 25.0 24.0 1.0%
NVMI  Nova Z:Ti?“d”“” $509.8 10763 275 170 129 227
INMD InMode Medical Devices $4042 3250 6.2 16.0 36 21.0
IIPR Innovative Industrial REIT-Industrial $247.8 102.13 149 11.0 113 203 5.6%
MCRI  Monarch Casino & Resort Resorts & Casinos $3954 6561 156 12.0 79 19.9
IMXI Intermex Financial Services $499.5 2545 19.1 16.0 25 15.2
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InMode (INMD)
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Monarch Casino & Resort (MCRI)
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Final Thoughts

m Started in 2012.

® Recommends long-term-
oriented smaller company stocks.

® Provides monthly follow-ups & sale
recommendations.

= Array of online tools for more
insights on covered companies

m Regularly outperforms S&P
SmallCap 600.

About the SmallCap Informer

Wamanuau
Informer

Visit
www.smallcapinformer.com

& use promo code
DOUGSDEAL to save on
subscription.

38
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SmallCap Informer Newsletter Performance

As of 7/31/2022

34.2%

24.7% 25.2%

7.7%

1.8%
0.2%
0%

Lifetime 1-Year 3-Year S5-Year

@ SmallCap Informer S&P SmallCap 600

Any Questions?

For information on all of ICLUBcentral’s
newsletters & tools, for investors &
investment clubs, visit www.iclub.com.

Email me at gerlach@iclub.com.

(If you subscribe today, mention this
presentation in your message & I'll extend
your subscription by 3 issues!)
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