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Objectives

* What we are looking for in a stock
* Determine Total Return

* Portfolio Management

MADE EASY

Terminology

* Sales and Revenue
* Earnings, Profits, and Income
* Equity, Capital, Equity Capital, and Book Value

These terms may also be preceded by “Net” or “Total”




What We Are Looking For?

* Why would you invest in any stock?
v'High Quality
v Good Value

MADE EASY

High Quality

I Berrerinvestne — [ — —

CORE Screening and Stock Ideas from Betterlnvesting
SSG Class Title: Screening and Stock ldeas from Betterinvesting
Program Title: Online Tools
SSGPLUS Release Date 10/24/2024
Length: 1:00:12

Selecting the Best Companies

Class Title: Selecting the Best Companies

7T Program Title: Intro to the S5G Series
Intro to the SSG Release Date 9/5/2024
Length: 59:59

MADE EASY
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The Hare and The Tortoise

* Are fast-growing companies the best prospects?

v Stronger Growth
v High Quality?

Tortoises: Why?

* Can a company with only moderate growth prospects
offer both high quality and good value?

v Absolutely!

Annual
Revenue
Small <$1B > 12%

Medium $1Bto $10B 7 to 12%
Large > $10B =>5%

MADE EASY
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Tortoises: Why?
* Considering slower growing companies gives
you more investment possibilities
& SSGPLUs
B Stock Ideas - Search for a Company
o "
? Small 3441
Medium 1421
Large 565 MADE EASY
9
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Slow And Steady

* Sometimes the tortoise, slow and steady, wins the race

MADE EASY
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What Is Good Value?

* A stock investment is a good value because of
the potential for it to be worth more in the future

* Total Return is used to measure value on the
Stock Selection Guide (SSG)

11

Total Return Comes From ...

* Dividends — driven by:
v'Earnings growth (EPS)

v Earnings Payout ratio (the percentage of
earnings paid to shareholders as dividends)

* Price Appreciation — driven by:
v Earnings growth (EPS)

v P/E ratio (optimism about the future)
MADE EASY

12
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Components of Total Return

Payout

Ratio /

EPS Growth

P/E

\;ﬁo

D|V|dends Price Appreciation
Total Return
13
(14
Dividends
Eps| x |Pa¥outl  _  pividend
Ratio

Tortoises tend to have a larger

Payout Ratio

MADE EASY

14
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Snowballs

o (@

X

* Companies are like snowballs

v Sales $1 million = $ 2 million a

v Sales $100 million > $ 200 million *3{#

15

Dividends

* Dividends tend to have a more significant role in
Total Return for Tortoises

* Tortoises tend to have a larger payout ratio
v More of EPS used to pay dividends
v Less of EPS used to fund future growth

* A secure dividend may add some safety
for slower growing stocks

16
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Is the Dividend Secure?

* Dividends and earnings
v A secure dividend requires secure earnings

* Consider financial strength of company

BETTERINVESTING

SSGPLUS ) Morningstar Growih Grade: |Any v|

Mormingstar Profit. Grade: |Any v|
@ Maormingstar Financial Health: [Any v]
=A
& =

*=C

* Monitor dividend, earnings payout ratio, & yield
v SSG section 3

17

Dividend, Earnings Payout, & Yield

Valuation and Return
+ 3. PRICE EARNINGS HISTORY as an indicator of the future

(5 Years ® 10 Years
High Low Per Share HighA/C LowB/C Per Share F/C™100 F/B™100

2014 108.7 881 377 288 234 204 541% 23%
2015 1113 824 232 48.0 335 224 96.4% 27%
2016 117.8 824 3.34 33.3 247 2.40 719% 2.9%
2017 116.5 101.6 366 318 273 255 69.6% 25%
2018 1146 891 358 205 160 276 49.4% 3.1%
2019 1622 1008 544 297 185 299 54.38% 3.0%
2020 161.8 10%.9 611 265 18.0 3.15 51.6% 2.9%
2021 194.0 143.6 711 273 20.2 341 48.0% 2.4%
2022 2426 1909 7956 305 240 387 487% 2.0%
2023 2767 1788 206 305 197 446 492% 25%
5 YEAR AVERAGE 144.8 28.9 201 50.4%

10 YEAR AVERAGE 116.8 30.9 228 59.4%

CURRENT/TTM 8.68 244 19.4 3.48 63.1%

3 YEAR AVERAGE PRICE EARNINGS RATIO: 24.5 CURRENT PRICE EARNIMGS RATIO: 20.3

18
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Dividend and EPS Growing?

== Div/share

mm EPS

14 15 16 17 18 19 20 21

19

Valuation and Return
+ 3. PRICE EARNINGS HISTORY as an indicator of the future

Dividend, Earnings Payout, & Yield

(O 5 Years ® 10 Years

High Low Per Share HighA/C

2014 1634 1093 57 243
2015 201.2 142.9

2016 1778 1316

2017 1775 78.8

2013 186.2 99.7

2019 182.6 130.1

2020 170.5 713

2021 2431 1432

2022 2446 138.3

2023 158.2 ATF| — 050 316.4
5 YEAR AVERAGE 106.2 84.4
10 YEAR AVERAGE 109.3 56.7
CURRENT/TTM | 216.0.
3YEAR AVERAGE PRICE EARNINGS RATIO: 57.8

LowB/C Per Share F/C*100 F/B*100

—

163 024 0.2%

223 024 0.2%

212 024 0.2%

12.3 024 0.3%

174 024 0.2%

19.0 024 0.2%

10.0 100 14%

150 325 2.3%

167 =—p | 600 4.3%

955 = 200 42%
—

31.2 104.8%

24.6 54.3%

6.8 100 243.9%

CURRENT PRICE EARNINGS RATIO: 112.7

20
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Free Cash Flow Payout Ratio

Dividends Paid
FCF

FCF Payout Ratio

Earnings and FCF — both are important!

MADE EASY

21

FCF & Earnings Payout Ratios

Analyze Growth and Quality

2022
Fraa Cash Flow/Share: 683

mm FCF/share
- mm EPS

== Div/share

22
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Price Appreciation

Faster growing stocks can produce adequate
price appreciation from EPS growth alone

EPS X P/E = Price

Tortoises need help from P/E expansion

23

Price Appreciation

* Potential for future P/E to be higher is critical
for tortoises
v Stock price tends to follow earnings growth

v With a constant P/E ratio, slower growth produces
less price appreciation

* Especially important for tortoises
v Buy when P/E ratio is below average

24
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P/E Expansion

* P/E expansion means ...

... the Price-to-Earnings ratio moves higher than
when you bought the stock

* Buying when there is potential for P/E expansion
is always important — even more so for tortoises

25

P/E Expansion is Limited

* P/E expansion can’t continue forever!

* After P/E has moved up to ‘normal’, future Total
Return is limited by future EPS growth rate!

* When you run out of potential for P/E expansion
you should consider selling

26
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Example — 6% EPS Growth
PROJECTION STARTING POINT
i — O Annual @ Quarter () Trend
RECENT QUARTERLY FIGURES
. . + I FY2024 Quarter Ending {09/24 )
l ] Sales EPS
ol Latest Quarter 23319 213
Year Ago Quarter 23453 224
I Percentage Change 0.6%  -49%
] [ ] o o, ANALYST CONSENSUS ESTIMATES
+ +
l [ > . — Sales 2 Year Estimate: 23%
~ o /N EPS Long Term Estimate:  9.7%
-
|~ LEGEND
=0 ¥ = Sales
= Pre-Tax Profit
* R y - Prices Hillo
< il b - EPS
SE |
R
14 15 16 17 18 19 20 21 2 23 4 2 26 27 28 29
Fundamental Company Data
2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 | Growth (%) Forecast (%) | 5YrEst
Historical Sales ($M) 66,683 63,056 62,799 63.525 64.661 67.161 70,372 79474 86,392 91471 41%, 4.1 112,373
Historical EPS (§) 4.27 3.67 4.36 3.38 8.78 5.20 512 549 642/ 656 I 6.0%_' 9.07

Example — 6% EPS Growth

3 YEAR AVERAGE PRICE EARNINGS RATIO

» 4. EVALUATING RISK and REV/ARD over the next 5 years

A.HIGH PRICE - NE> YEARS

Az High B v Estimate High Earnings/ Share: 9.07 = Forecasted High Price:

Potential high P/E set to 5-year average P/E
— we assume no P/E expansion...

[Price appreciation = EPS growth rate]

» 5.FIVE-YEAR POTENTIAL

COMPOUND ANNUAL RETURN - USING FORECAST AVERAGE P/E

—_— 6.0%6
—_— 3.1%

Annualized Price Appreciation
Average Yield
Annuzlized Rate of Return

28
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(29 )
Let’s Review
* Slower growing stocks can produce good returns
* Total Return comes from:
v Dividends + Price Appreciation
* For Tortoises (vs. faster growing Hares)
v Dividends are a bigger factor
v Potential for P/E expansion is even more important
MADE EASY
29
(30
Questions
MADE EASY

30
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T
Portfolio Management Importance

* For slower growing stocks, more active
Portfolio Management can improve return

* |If you just buy and hold, what is the very long-term
potential for Total Return?

v'EPS growth rate + dividend yield

* Might be inadequate for slower growers

Portfolio Management

"Coach, Is Offense or Defense More Important?”

Portfolio Evaluation Review Technique
(PERT®)

Robin Ware, Mike Torbenson, John Blais

03¢

October 30, 2024

Hand outs — link to Coach class

32

3/27/2025
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Portfolio Management

* Bl embraces concept of Defense/Offense
v Defense = Quality
v Offense = Value

* Defense — don’t own poor quality stocks
v Maintain a good average level of quality
v Sell stocks that are clearly poor quality

33

Portfolio Management

* Offense — monitor Total Return to determine value
v Maintain an adequate average Total Return level

v Replace low Total Return stocks as you identify
significantly better opportunities

v Very important for slower growers!

34

3/27/2025
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Offensive Portfolio Management

» 5.FIVE-YEAR POTENTIAL

C. COMPOUND ANNUAL RETURN - USING FORECA{-T HIGH P/E

Company  Price Shares Total % of Potential

Value Portfolio % Tot Ret

1 38.18 70 2,673 10% 8.3

2 45.02 50 2,251 9% 15.0

3 50.06 70 3,504

4 22.16 B0 1,773 7% 15.3

5 61.48 20 1,230 5% 18.8

5] 39.98 80 3,198 12% 21.4

& 66.96 11 737 3% 13.5

8 23.26 170 4,294 16% 10.1

9 18.00 125 2,250 9% 14.9

10 52.81 35 1,848 7% 17.4

11 36.70 20 734 3% 7.1 MADE EASY

12 31.22 30 1,561 6% 13.3
26,053 100%

35

Offensive Portfolio Management

» 5.FIVE-YEAR POTENTIAL

C. COMPOUND ANNUAL RETURN - USING FORECA'\E-T HIGH P/E

Company  Price Shares Total %of Potential
Value Portfolio % TotRet
1 38.18 70 2,673 10% 8.3
il 45.02 50 2,251 9% 15.0
50.06 70 3,504  13%
4 22.16 80 1,773 7% 15.3
5 61.48 20 1,230 5% 18.8
6 39.98 80 3,198 12% 21.4
7 66.96 11 737 3% 13.5
8 25.26 170 4,234 16% 10.1
9 18.00 125 2,250 9% 14.9
10 32.81 33 1,848 7% 17.4
11 36.70 20 734 3% 7.1 MADE EASY
12 31.22 50 1,561 6% 13.3
26,053 100%

36
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Ten Most Active :: PERT Report :: 12/18/2024
]
’ Proj 5Yr
o S - | % it 5 Yi
Compary || % E.s‘lq ftps EPS Sales Pre-Tax Profit | TTM EPS Iij . [Poi|_PERatin Bt ool on T::.;J Est 5 Years
Name Vield v Quel g % [ v [ o [ o [l % fPE BV 15 | Avg [LowGrowty "R g yrof Low | High
End Chg | § |Chg| § | Chy |Sales Chg Price| Price
1024074 110.24035082.0 [93.6%4{22316.0112. 124]63.6%4]2.54 [235.1 142,44 )
} A 7l 2.2 1
NVIDIA 00400 250 [0 Pl [ S ik 7 | oreronal 89 714 (522 330377 L1 (129 |46 (838 8975
. . 240, vi{725. 091572 [96.5% [21.740.20 233390 _ |76, _
Pt Technologif0.0000 [0.30 x;g;g 1000%7255  [30.0%]157.2 [96.5% [21.7° ug 2333/':35_9:2_.\‘:42 cemnasnohicanlecnlioe lea liw bagg 1130 hsa
_ waia3s Past Performance 7w 2700 Future Performance
Amazon com 00000 [5.79 00230094 3 92 1767 8 (18165725
ST PREE Quality s, 117 Valuation
Alphabet 08005 [890 [0 ] 096 | o 3 (12974988
24D 1 % . g
wwe s o 2 Defense e, Offense 2 |
i ot | Ay
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Microsoft 33207 1388 |0 P ig B oo Ia_.n 131062361 301 [2411145 22 [28 |150 [2921)8610
09240.97-33.6%[04930.0 [6.1% [296100007% [312%f6.08 [-0.7% [ . . 24284 -
: )33 275 po7fiz0 |27 |12 100 [125.93842
Apple 10004 (687 oo S e s kss oo 1289343 215 [070130 27 |12 100 [1259(384
; 0824[5.298.8% [79697.0 [1.0% [3113.0 [5.1% [3.9% [16.5717.0% 992,61
Cosico Wholesale |4.640.5 1808 | -F 1 ol ey rslpl 549 |0 146044 315 50591 (60 (03 (34 |505.41136.6

37

PERT Report

B BETTERINVESTING — e e B PORTFOLIO MANAGEMENT |

@ StockUp BETTERINVESTING
Use PERT® to Perk Up Your Portfolio

o

Suzi Artzberger Ann Cuneaz
Director of Online Stock Tools, Senior Manager of Education
Technology and Data Betterinvesting

Betterinvesting

38
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Let’s Review Again

* Total Return comes from:
v Dividends + Price appreciation
* For Tortoises:

v Dividends are a bigger factor
v P/E expansion is critical for adequate price appreciation

* P/E expansion can’t continue forever!

Offensive Portfolio Management - key to success

39

Contraction & Expansion

Valuation and Return
+ 3. PRICE EARNINGS HISTORY as an indicator of the future

® 5 Years O 10 Years

High Low Per Share HighA/C LowB/C Per Share F/C*100 F/B*100

2019 3000 208.1 1433 209 145 414 28.9% 20%
2020 3679 1877 16.03 230 Low 117 433 301% 26%
2021 5092 3204 16.08 282 177 5.60 310% 17%
2022 5581 4457 2118 264 210 640 30.2% 14%
2023 5539 4457 23.86 232 187 7.29 30.6% 16%
5 YEAR AVERAGE 3215 ’) 243 167 30.2%

CURRENT/TTM 1 11 284 540 547%

5 YEAR AVERAGE PRICE EARNINGS RATIO: 20.5 CURRENT PRICE EARNINGS RATIO: 35.8

40
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§‘§‘(’§PLUS

Price Charts

Switch Tools

Print Tools

File Data

File Data Print | Research

Betterlnvesting

Company Website

Analyst Estimates

Company Summaries

Filings and Transcripts

Financial Statements

Key Statistics

Bl Home

Price Charts

Big Charts 5 Year Chart

StockCharts Weekly Chart

Logout

3/27/2025
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First Cut Stock Reports
ﬂ BETTERINVESTING
!‘s First Cut Stock RepOrts ety stcnow oo togoe o e 2=
MADE EASY
43
B D
Deere First Cut
BETTERINVESTING'
Educating Investors Since 1951
First Cut Stock Study Report
Company Name: | Deere Ticker: ‘ DE
Date of Study: 7/29/12024 Price: ‘ $ 386.55
Your Name: Sofia Bitela
Email address: | sofiabetterinvesting@gmail.com
City: Plantation | state: | FL -
Chapter Name (if applicable): ‘ South Florida MADE EAS
44
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Deere Quality Metrics

* Fundamentals
v Sales Growth
v Earnings Growth

* Management
v Profit margin
v Return on Equity (ROE)
v Manageable debt

Deere Fundamental Quality

l l ~7 7 Sales

| /ﬂ Earnings
'
>%\//// MADE EASY

0 21 22 23 24 @

46
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B (47
Deere Management Quality

Evaluate Management

2015 2016 = 2017 = 2018 2019 2020 2021 2022 2023 2024 |
% Pre-Tax Profit on Sales 9.9%| B.6% 11.0%| 11.2% 10.7% 11.2% 17.7% 17.8% 21.6% 18.2%
% Return on Equity 23.7% 20.4% 25.1% 223% 26.1% 21.1% 37.2% 36.5% 423% 30.45%
% Debt To Capital 84.5% 84.5% 80.7%| 78.9% 79.9% 78.2% 725% 720% 74.5% 74.1%

Improvement last 5 years vs previous years
MADE EASY
47
B (48

Deere Liquidity Quality
I T e R T

v Liquidity Ratios
2015 | 2016 | 2017 | 2018 | 2019 | 2020 | 2021 | 2022 | 2023 | 2024 | Current Trend
Current Ratio 20 21 21 18 20 22 21 19 19 20 20 T
Quick Ratio 18 19 19 16 17 20 18] 16 16 17| 17] =
literest Coiierage 51 39 45 44| 38 41 87 96 63 38| 38 N
e Stable, increasing or decreasing?
MADE EASY

* Compare to peers

24



Deere Financial Health Quality
[ Aoabasiombanduay | vausionzatetr | Quryaa | mates | e | snimonc { e |

» Company: Deere (DE) Study Name:DE 12/21/24

Current Price: 432.49 (12/20/24)

Last Fiscal Year End: 10/2024

Industry: Farm & Heavy Construction Machinery

Sector: Industrials

Company Size: Large - *$10B in Sales
[Morningstar Financial Health Grade: B ]

Description: Deere is the world's leading manufacturer of
agricultural equipment, producing some of the most recognizable
machines in the heavy machinery industry in their green and
yellow livery. The company is divided into four reportable
segments: production and precision agriculture, small agriculture
and turf, construction and forestry, and John Deere Capital. Its
products are available through an extensive dealer network,
which includes over 2,000 dealer locations in North America and
approximately 3,700 locations globally. John Deere Capital
provides retail financing for machinery to its customers, in
addition to wholesale financing for dealers, which increases the
likelihood of Deere product sales.

Deere Dividend & Payout Quality

+ 3. PRICE EARNINGS HISTORY as an indicator of the future

CURRENT PRICE (12/20/24): 43249 52-WEEK HIGH: 469.39 52-WEEK LOW: 34020
@5 Years O 10 Years A e (& | D E E G H
Price Earnings Ratio Dividend % Payout % High Yield

High Low Per Share | HighA/C LowB/C PerShare F/rC*100 F/B™100
2020 . 243.4 1061 869 220| 122: 3.04 35.0% 29%5
2021 400.3 2275 18.99 211 120| 3.61 19.0% 1.6%|
2022 . 41568 2838 2328 19,2: 12,2; 435 187% 15%5
2023 . 4500 3456 3453 130, 100| 5.05 14.6% 1.5%]
2024 419.6 340.2 2362 16.4/ 13.3] 588 23.0% 173
5 YEAR AVERAGE . 260.6) | 19.5| 11.95 22.1% .
.CURRE NT/TTM [ [ 25.60. 18.3. 13.35 .43 25.3%
3 YEAR AVERAGE PRICE EARNII;IGS RATIO: 15.7 . CURRENT PRICE EARNINGS RATIO: 16.9

* Growing dividend with stable % Payout

50

3/27/2025
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Deere FCF & Earnings Payout

+ Company: Deere (DE) Study Name: DE 12/21/24

5.8

FCF=1W3= 37% mm FCF/share
77— mm EPS
5.88
EPS=2:58 = 23% \/ .
25.62 _—+ mm Div/share
,—"K’—#*—'—"*

15 16 17 13 19 20 21 22 23 24

2024 2024 ?C‘E-’— )

Free Cash Flow/Share: 15.98 EP5: 2562 Dividend: 5.88
R - i

Deere First Cut

Projected Sales growth 4.8%

Projected EPS growth 5.2%

Projected High P/E 19
Projected Low Price $283.80

MADE EASY
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s
Deere July 2024

3 PRICE-EARNINGS HISTORY as an indicator of the future

A | B C o | E F G H
Year Price Eamings Price Earnings Ratio Dividend % Payout | % High Yield
High Low Por Share | High AJC Low B/ C Par Sharo F/C*100 F/B*100

2014 176.4 1327 10.15 174 131 104 300 23
2020 2434 106.1 .69 28.0 122 304 35.0 29
2021 400.3 2215 18.99 211 120 361 19.0 1.6
2022 446.8 2838 23.28 19.2 122 4.36 187 1.5
2023 450.0 458 463 110 10.0 5.08 146 1.5
AVERAGE 2191 19.7 |11 23.5
CURRENTITTM 3322 134 10.4 5.88 177
AVERAGE PRICE EARNINGS RATIO: 15.8 CURRENT PRICE EARNINGS RATIO: 11.6

53

Deere July 2024

5 5-YEAR POTENTIAL

5.88

Current Price 386.55 o
B AVERAGE YIELD - USING FORECAST HIGH P/E
Avg. % Payout 235 %
Forecast High PE 19.00

C COMPOUND ANNUAL RETURN - USING FORECAST HIGH PIE

A Indicated Annual Dividend

- 1.2%

Annualized Appreciation 17.0%
Average Yield 1.2%
Annualized Rate of Return 18.2 %

13.9% - 1.5% dividend = 12.3%
12.3% - 5.2% EPS growth = 7.1

0.0152 =

1.58% Current Yield

AVERAGE YIELD - USING FORECAST AVERAGE PIE
Avg. % Payout 235 %
Forecast Average PE 15.50

COMPOUND ANNUAL RETURN - USING FORECAST AVG PJ'E]

= 1.5%

Annualized Appreciation 12.3 %]
Average Yield — 1.5 %
[An nualized Rate of Return 1349 %]

price appreciation
% P/E expansion

54
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Deere Dec 2024

CURRENT PRICE (12/20/24): 43249 52-WEEK HIGH: 459.39 52-WEEK LOW: 34020
® 5 Years () 10 Years A B & D E F G H
| Price Earnings Ratio Dividend % Payout % High Yield
High Low Per Share HighA/C LowB/C Per Share F/C=100 F/B~100
| 2020 | 2"43.4. 106.1 3.69. i 23.0. 122 | 3.04. 35.096. 2.9%
2021 [ 400.3: 2275 13.99. 21_1. 12_0; 3.61. 19.096. 1.69{;
.2022 | 446.3; 283.8 23.28. 19.2. 112. 4.36. 15.796. 1.5%
2023 4500 3456 3463 130 100 503 14.6% 1.5%
2024 419.6 340.2 2562 164 133 588 23.0% 17%
5 YEAR AVERAGE | 260.6 19.5 11.9 22.1%
CURRENT/TTM 25.60| 18.3 133 6.48 253%
[5 VEAR AVERAGE PRICE EARNINGS RATIO: 15.7 ] ICURRENT PRICE EARNINGS RATIO: 16.9 ]

» 5.FIVE-YEAR POTENTIA|

COMPOUND ANNUAL RETURN - USING FORECAST AVERAGE P/E

Annualized Price Appreciation 3.4%
Average Yield 1.456
| Annualized Rate of Return 4.8% |

55

Deere Dec 2024
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Tortoises

* Seek out replacements potentially more often
* More work

* You decide if worth it
* Taxes

57

Summary

* Slower growing stocks can make sense

* One approach to investing in tortoises:

v Buy quality stocks when P/E is below average

v Consider selling when future Total Return is inadequate
v Current P/E = or > average P/E

* |f satisfied with lower return, hold. It's up to you!

MADE EASY

58

29



B (59 )
Summary
* Does it always work out?
* Of course not!
* But the approach can work well
* |t expands your investment possibilities
MADE EASY
59
B D
Questions
MADE EASY
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Make a Difference in Someone’s Life

B‘W€€l{ y If you have benefited from

e BETTERINVESTING™

0 Please share some BetterInvesting
Sto%iUp materials and introduce others to
this dynamic investment education TickerTalk

SSGPLUS opportunity!

CRESSG Pay it forward!
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Save the Dates
|2 The Tax Man Has Nothing On Us: .

A Deep Dive Retirement Series
Presented by Christi Powell

Prof,
,'q’,
°lfop.\°b

Thr. May 29t = Mon. June 30" = Mon. August 4t

2 Email Questions or Comments to

Presenter: Ron Mauer
Email Adr: RIMM1878@GMAIL.COM MADE EASY
Email Subject Line: Why The Tortoise Sometimes Wins
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