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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 Betterlnvesting™ / 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. 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 Betterinvesting 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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Class Overview

* Review our core methodology and traditional SSG
value metrics

« Examine short-comings of Upside/Downside ratio

« Examine why projected total return is the best
measure of a stock’s value

« Examine using projected total return to guide our
iInvestment decisions

—Introduce Portfolio Centered Decision Making
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Core Methodology of Long-term,
Fundamental Investors

* |Invest in high quality companies, selling at good
values
—Quality matters first
» Junk can never be a good value
—Value matters most
 Biggest mistake: overpaying for quality company
* |s best measured by potential total return

* Hold for the long-term, as long as it makes
sense

m 9th Annual Georgia Chapter Education Fair
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Quality Matters First

* Measured by consistent and competitive
growth and profitability, combined with
financial wherewithal

—Boils down to management, management,
management

 Bolsters confidence in our projections

* Helps protect us entering bear markets and
other times of economic uncertainty

- 9th Annual Georgia Chapter Education Fair
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Total Return Matters Most

* Why focus on total return?

—It's the bottom line
 Ultimately, we invest to make money

» Best measure of our past performance as
Investors

» Best measure of a stock’s potential
—QOther SSG measures are fatally flawed

—It's simple

Let’s review what total return is and
how it’s calculated

- 9th Annual Georgia Chapter Education Fair
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Total Return Matters Most

» Defined:
—Potential price appreciation + potential dividend
yield
—In the BI/NAIC community: Compounded and
annualized over the next five years

" 9t Annual Georgia Chapter Education Fair
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Total Return Matters Most

* Calculated on the —
Stock Selection Guide  «currenrvies

Indicated Annual Dividend = 472 = 00487 = 5.0%

(SSG) gl -

B. AVERAGE YIELD - USING FORECAST HIGH P/E

* Distinguish options on _—_—

Farecast High FIE 2.2

n . “ | ]
_I ne 5C - USI ng AVERAGE YIELD - USING FORECAST AVERAGE P/E
e . 7 Avg. % Payoul = 65 = 3.6%
B O re Ca St H Ig h P/E Foracast Average P/E 18.25
a n d i U Si n g FO re Cast c. COAMPDLIMD ANMUAL RETURN - Ujil:i FORECAST HIGH P/E

Annualized Price Appreciation
Aurerage Yield 2.9%

Average P/E” S L

COMPOUND ANNUAL RETURN - USING FORECAST AVERAGE P/E

—Lines 5C and 5D on B on
Toolkit 6 (with different
name for 5D)
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Total Return Matters Most

* Distinguish options on Line 5C: “Using Forecast
High P/E” and “Using Forecast Average P/E”

+ 5. FIVE-YEAR POTENTIAL

R ST 4. EVALUATING RISK and REWARD over the next 5 years

Indicated Annual Dividend = 4.72 = 0487 = B.0% A HlGH pRH:E i NEIT 5 "I'rE.lﬂiRS

Closing Price 2491

Avg. High PIE: 222 X Estimate High Eamings / Share: 1004 =
B. AVERAGE YIELD - USING FORECAST HIGH P/E

B.'“"OW PRICE - NEXT 5 YEARS
(a) Avg. Low PIE: 443 X Estimate Low EarningsiShare 470 =

(b} Avg. Low Price of Last 5 Years: 53.2

From 4A and 4B
(22.2+14.3)/2

Aug. 5 Payout = i

Forecast High FIE 2.2

AVERAGE YIELD - USING FORECAST AVERA (c} Recent Market Low Price: 62.5
2018 Low Stock Price: 77.7 52 Week Low Siock

2018 Low Stock Price: 2.7

Avg. 9 Payout 85

Foreecast Average P/E 18.25

(d} Pnge Dividend Wil Support: ndizated Dividend =
C. COMPOUND ANNUAL RETURN - USING FORECAST HIGH P/E

Annuafized Price Appreciaton 18.6% High el

Avarage Yield 2.9%

Annualized Rate of Retum 21.6% - =
Selected Forecasted Low Price: | E?-{ll

COMPOUND ANMUAL RETURN - USING FORECAST AVERAGE P/E

Annuafized Price Appreciation 14.1%
Average Yield 3.6%
Annuglized Rate of Retum 17.6%
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Total Return Matters Most

» Best measure of a stock’s present value

* Other "value” metrics traditionally applied in
Betterlnvesting methodology?

* Relative value (PE comparison) = best viewed as a
confidence measure

* Price zoning - redundant with U/D ratio
—Same data points, different math
-3 to 1 U/D ratio will always be in the buy zone
» Upside/downside (U/D) ratio

9t Annual Georgia Chapter Education Fair
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Flaws in U/D Ratio

 Dividends not considered

—Could both significantly raise potential return
and lower potential loss

—Renders U/D ratio useless in comparing stocks
with different dividend vields

» 4. EVALUATING RISK and REWARD over the next 5 years

A. HIGH PRICE - NEXT 5 YEARS

Plus $4.61 avg. PR .

yield x 5= 23.05
246.05

D. UPSIDE DOWNSIDE RATIO (POTENTIAL GAIN ¥'S. RISK OR LOSS) 151.14 £ 5 e

Forecasted High Price - Closing Price = (2220 - 94.91) = 128.04 = 46 To 1

Closing Price - Forecasted Low Price (84.01 - 67.2) 27.71

—Could be as high as 26.1 to 1 if yield added to
low price (to reduce potential loss)
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Flaws in U/D Ratio

- Fallacy: The upside/downside (U/D) ratio properly
measures risk in buying a stock

—Volatility isn’t risk, it's opportunity

" 9t Annual Georgia Chapter Education Fair
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Volatility isn’t Risk

 Which line is riskiest?

Squiggly and up?

Y
S
3| -
= Straight and flat?
0
i 2
Whit Is Risk? Straight and down”
Time
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Volatility isn’t Risk

% JANUS"®

. . The Potential Strength of Equities
i W h |Ch I | n e Hypothetical Long-Term Growth of $1

d O yo u By looking at the value of a hypothetical investment of $1 into stocks, Government Bonds and Treasury Bills, you can see
just how differently the $1 grew in each investment (1926—2015). Stocks outperformed Bonds and Bills over the long term,
p refe r? showing the growth potential equities have historically offered investors. Historically, however, Government Bonds and Treasury
" Bills have offered lower volatility, risk and return than equities.

Stocks, Bonds, Bills and Inflation (as o 12/31/15)

T v Compound
$100,000.00 -4 — S&P 500" Index” Ending Value Annual Return
o B: |3(i [i_ﬂ')’ ETreaSU"Y Bills® o~ $28438 120%
$10,000.00 | i | I i
— US LT Government Bonds® /\/N $5,390 10.0%
— US Small Company Stocks'

$1,000.00 —

» Squiggly
and up
looks good

$132 5.6%

$21 3.4%
$13 2.9%

$.10

T 1 T | T | T T T | 1 T 1 T | T T |
1925 1930 1935 1940 1945 1950 1955 1960 1965 1970 1975 1980 1985 1990 1995 2000 2005 2010 2015
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Flaws in U/D Ratio

» Fallacy: The upside/downside (U/D) ratio
properly measures risk in buying a stock
—It's impossible to quantify market irrationality on
either high (exuberant) or low (pessimistic) end

« How well did your projected low prices hold up
during the last bears

« 2008 — 2009
 March 2020

" 9th Annual Georgia Chapter Education Fair
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Total Return Matters Most

* How much is enough?

* |t depends!
—On your goals
—On the market

—On potential return for the rest of your
portfolio

" 9t Annual Georgia Chapter Education Fair
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Total Return Matters Most
How Much is Enough?

* Depends on your goals

—Set target for your total return to beat market by
enough to achieve your objective

—“Traditional” Betterlnvesting goal is 15%
compound average per year

« Based on history, beat “market” by average of
about 5 percentage points per year

m 9th Annual Georgia Chapter Education Fair
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Total Return Matters Most

How Much is Enough?
* Depends on the market

" The Median Estimated
M = | THREE-TO-FIVE YEAR PRICE
;‘A o APPRECIATION POTENTIAL
M o of all stocks in the VL Universe
| o
135 = qo
’w/ 1;2 5 f/{!
2 20 gl = 2 ) 26 Weeks Market Low Market High
Ago 3-23-20 1-3-22
55% 145% 35%

Stock prices change, so does market’s projected return. Consider a variable,
rather than fixed 15%, goal
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Total Return Matters Most
How Much is Enough?

THE ML ALUE LINE (o) el

Summary & lndex

* Investment Survey ]_ndeg shoult e et
August 11, 2023
TABLE OF SUMMARY & INDEX CONTENTS Summary & Index

Page Number

Industries, in alp jer 1

Stocks, in u\ambellml um'Pr 2.22

Changes 24.25

L= - SCREENS

Industries, in order of Timeliness Rank ‘?locka m!n Lowest P/Es .. -~ 35

Timely Stocks in Timely \nduswes — 25-26 5 Highest PEs 35

‘ﬁmel; Stocks (1 & 2 {dr Performar - Hil ghestAr'. nual Total B - 36

Consemu.we Stocks (1 & 2 for quaw) Slociﬁ with Highest 3- 1o 5-year Dwdar'-d i 38

Highest Dividend Yielding E g h Retums Eamed on Tofal Eap - 37

Stocks with High 3- to 5-year Prm Po Bargain Basement Stocks ar

- - Biggest “Free Flow” Cash Generators at ty Stocks (5 for Peri .- 38
Best Performing Stocks last 13 Weeks fighiest Dmns.'vd Ylelmng Nun uu\ Slod&s - 38

Worst Performilg Stocks last 13 Weeks ... 33 Hijhest Growth Stocks SR I )

APPRECIATION POTENTIAL | —— s i =

The
NGS RATIOS DIVIDEND Y] THREETO FIVE VEAR PRICE
i {next YR Ve BSan | Tpaccianor N POTENTIAL TO TARGET PRICE RANGE

50% over 4 years of all stocks in the VL Universe "“m ime) (R | T

26 Wesks Martet Low Meshet High| | 26 Wees Market Low  Markey i Weoks Market Low Market High| | 26 Weeks WarketLow Market High
130 A 320 WMl 1am M i un
L] 18 183 E 3] 7% U % b 5% 1

= 10.7% ann. OOA)

26 Weeks Market Low Market High
Ago 3-23-20 1-3-22
55% 145% 35%

*Revigwed in Fis' ﬂa&ks rss«.!

arts. Valus

145% (market low) over 4 35% (market high) over 4
years = 25.1% ann. years = 7/.8% ann.
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Total Return Matters Most
How Much is Enough?

' eHow does 15% stack

Market high: 7.8% V up?
Median Compound *Very well, well
Annual Appreciation up into upper

half of all
stocks

Market low: 25.1% V/ How does 15% stack

Median Compound up?

Annual Appreciation *Not well, down in
lower half of all stocks
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Total Return Matters Most
How Much is Enough?

* Depends on the market
—Goal is to beat market by about 5 percentage points

—3S0 consider a variable target of 5 percentage points
above potential return for market

« Remember dividend yield is part of potential return

m 9th Annual Georgia Chapter Education Fair
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Finding Projected Market Return

» Sources of projected return for entire market:

—Value Line Median Appreciation Potential (VLMAP)
* For the stocks in Standard Edition (about 1700)
* Doesn’t include dividends
—Manifest Investing Projected Annual Return (MIPAR)

* Found on www.manifestinvesting.com (a subscription-
based website with 30-day free trial)

* More companies than Value Line
* Includes projected dividends

" 9t Annual Georgia Chapter Education Fair
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Finding Projected Market Return

* From Value Line (VLMAP)

®
Invest

NE/ALUE LINE (=

Part 1

Fil ak the ot of Bhe

Summary Ristings & Asports

binder, Last week's
Summary & lncex

should be removesd.

ment Survey Index

Stocks, in alphabetical order
Igg:k Changes

August 11, 2023
TABLE OF SUMMARY & INDEX CONTENTS Summary & Index
Page Number
Industries, in order 1
222

0%

3-23-20
145%

Ago
55%

BETTERINVESTING
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The Median Estimated

THREE-TO-FIVE YEAR PRICE

APPRECIATION POTENTIAL
of all stocks in the VL Universe

1-3-22
35%

26 Weeks Market Low Market High

Widest Discounts from Book Value ..

Indusmes in omes of Timeliness Hank Stocks with Lowest PIEs ... .. 38
Timel Timely Industries Stocks with Highest P/Es 35
Timel E-iiocks 1 &2 Per‘nmmm Stocks with ﬁt Annual Tot&] Retums .. 38
ONsEvaiive. {1 & 2 for Safety Stocks with Highest 3—105—; ... 38
Highest Dividend Yielding Stocks ... High Refums ed Total Capilal o 97
Stocks with High 3- to 5-year Price Potential in .37
Biggest “Free Flow~ Cash Generators a8
i 38

SCREENS

17.4

26 Weeks  Market Low Market High
1) e 1

The Median of Estimated The Median of Estimated | The Median Estimated The Median Estimaled
NGS RATIOS THREE-TO-FIVE YEAR PRICE | 1a-MONTH APPRECIATION|
of all stocks with camings | | (next 12 | | APPRECIATION POTENTIAL T0 TARGET PRICE RANGE

paying stocks:

of a siocks i the VL Uriverse of il stocks n the YL Universe

50% 11%
Weeks Market Low Medket High| | 25 Weeks MarketLow Market High
£ G ¥ W

See hack cover for important diselosures,
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Finding Projected Market Return

e Calculating Projected Market Return Using Value Line
(VLMAP)
—Formula:
(Potential Future Value / Current Value) A .25-1

I”

—Use 100 plus “Appreciation Potential” from VL as Future

Value
—Use 100 as Current Value
—(150/100) A .25-1=10.67%

Google CAGR calculator

" 9t Annual Georgia Chapter Education Fair
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Finding Projected Market Return

® Calculating VLMAP
® Formula: (150 / 100) ~ .25 -1 =10.67%

h Rate)
Starting value: 100.0

(Initial Investment Value)

10.6682%

(Compound Annual

Ending value:
(Ending Investment Value)

No. of periods: O
(Months/Years)

CAGR 10.6682%
(Compound Annual Growth Rate)

Search Google for CAGR calculator

This one from https://cagrcalculator.net/

" 9t Annual Georgia Chapter Education Fair
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Finding Projected Market Return

* From Manifest Investing (subscription site)

‘Manifesﬂnvesting Publications ~ Research ~ Stock Screen ¥ Dashboards * Forum Events Search

MIPAR 99% @
Featured Posts ’

Sweet Spot 14.9% - Yflow ©

R OLlal Expected Returns (8/7/2023)

Symbol or name ...
Returns We officially kick off a couple of seasons this week (1) the annual hunt for Red Rabbits between

now and Halloween and (2) back to school as we add and enhance features and demonstrate. Tin
Cup tops $4,000,000. (Again) Upcoming Eve

Sldadel Expected Returns (7/31/2023)

Returns It's our quarterly plethora of widely-followed companies — also known as Issue 13 of the Value

Line Standard Edition.

Walter Schloss: Investing Rules

e Walter
including

Published Dashboards

Manifest 40
Groundhog Challenge XVII At The Half
Celebrity Groundhog Leader: Launch Pad Screening (with a nod to Broad Assets, St. Louis) ...

individual leader is Ginger Williams (Atlanta) and the group leader is Orange County Model
Investment Club (California)

Round Table

Groundhog 2023
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Total Return Matters Most
How Much is Enough?

« Depends on potential return for rest of your
portfolio

—Focus on your “team,” not individual “players”

« 5 percentage points > potential market return isn’t for
each stock, but for total portfolio

—"Portfolio-Centered Decision Making”

» Making Buy/Accumulate/Sell decisions based on impact
on your overall portfolio

« Aim to maximize potential return (value) while
maintaining sufficient overall quality

m 9th Annual Georgia Chapter Education Fair
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Total Return Matters Most
How Much is Enough?

 Portfolio-Centered Decision Making
—Portfolio Summary Report in Online SSGPLUS

- Report Options

- Report Details

Portfolio Total Value $176,227.17 Portfolio dollar-weighted average US/DS: 3.3 %Total Return: 15.7
Price ¢| Shares ¢ Total Value ¢| % of Portfolio ¢ ‘ Sell Above ¢ US/DS ¢| % TotRet ~| F
TSM Taiwan Semiconductor 85.37 200.0 17,074.00 9.7 105.20 197.60 6.0 20.4 Buy
CTSH Cognizant Tech Solns 59.49 200.0 11,898.00 6.8 78.50 132.80 12.3 23.0 Buy
ELV Elevance Health 450.74 60.0 27,044.40 15.3 461.10 818.00 3 18.1 Buy
MA Mastercard 375.24 75.0 28,143.00 16.0 373.30 670.20 29 17.4 Hold
BKNG Booking Holdings 2687.33 9.0 24,185.97 13.7 2489.70 4235.40 23 13.7 Hold
FAST Fastenal 54.81 350.0 19,183.50 10.9 49.00 $6.90 1.8 12.7 Hold
TIX TJX Companies 78.43 350.0 27,450.50 15.6 73.40 113.00 22 12.3 Hold
SYK Stryker 303.54 70.0 21,247.80 12.1 246.50 361.90 1.0 7.7 Hold

Key is to keep this at target of at
least 5% points > Projected
Market Return (15.7% here)
BETTERINVESTING' 8 T 200

Educating Investors Since 195]




Total Return Matters Most

How Much is Enough?
 Portfolio-Centered Decision Making

—Manifest Investing’s Dashboard

Key is to keep
this in Target
Range of 5-10

percentage -
points >
Projected
Market Return

My Dashboards: Stock Pickers 2012 Edit o
08/08/2023

Company Symbol Shares Price Value % of Total Growth ProjP/E ProjYield Fin Str EPS Stab Qlty PAR
Masimo MASI  1085.40 $120.00 $130,248.00 32.4% 14.3% 330 0.0% 88% 39 72 19.8%
Walgreen WBA  2898.60 $2953 $85,595.66 21.3% 4.1% 9.0 3.7% 51% 3 60 16.6%
ResMed RMD 359.10 $179.27 $64,375.86 16.0% 10.9% 30.0 1.1% 99% 97 99 15.4%
CSG Systems CSGS 820.01 $54.55 $44,731.40 11.1% 4.7% 19.0 1.5% 70% 79 53 104%
- ATOMEmBagicls Mid ADM 35040 $86.44 $30,288.58 7.5% 6.0% 12.0 2.3% 74% 80 77 93%
General Dynamics GO Q050 $22447 $20,314.54 5.0% 4.2% 16.0 2.5% 97% 99 84 7.9%
First Financial Bankshares®  FFIN 458.00 $31.82 $14, 3.6% 9.6% 20.0 1.5% 96% 96 96 6.1%
Cognizant Technology CTSH 173.14  $7026 $12,164.68 95% 79 12.2%

Qsll 292.32
Average $402,292.26 9.0% 22.4 1.5% 80% 70 739 | 15.3%
\
MIPAR — 0.9%
9t Annual Georgia Chapter Education Fair
29 August 19, 2023

BETTERINVESTING

Educating Investors Since |95l




Total Return Matters Most
Portfolio-Centered Decisions

 Total return at or : -
Overview S Features - Worl
a bOVe ta rg et Of Portfolio Report Card - Dollar weighted averages
0 . Total Return: 16.2 % Relative Value: 134.0 Projected EPS Grow
1 5 . 7 /0 " | E'.aE‘:‘unaWate: 5 184,588.10 -
—Accumulate

n
highest Tot Return [ -
: : MKSI | MKS Instruments 6.5 3/31/2022] 4/29/2022] 347 3.6  50.5] 736.31
ConSIStent Wlth AX | Axos Financial Inc | 219 12/31/2021 4/29/2002  19.4) 6.3 78.2 828.32

Projected Average Return: 10.5 %

Upside/Downside Ratio 7.3 To 1 Total Value: S 180,119.10

b I TROW  T. Rowe Price Group | 146 12/3172021) 472972022  26.8| 16.8] 6120 1,794.17
reasonabie SBUX | STARBUCKS CORP 79.1) 12/31/2021| 4/29/2002 260 999 4.1 5,905.22
LACX | Lam Research Corp 1.4 3/31/2022] 4/29/2022] 25.9) 93| 741 653.93

n n " | ]
dlverSIflCathn KX Skechers USAlnc | 392 3/31/2022 4/29/2022 248 9.0, 438  1,500.21

 MKSI in this e L | AepHell % T
example Assume potential
market total
return of 10.7%
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Total Return Matters Most

Portfolio-Centered Decisions

* Focus on projected total return takes emotion out
of selling

—Portfolio projected return above target
* No sell needed

—Portfolio projected return below target

* Test accumulation of holding with highest projected
return

* |[f portfolio projected return still below target,
—Consider adding new holding
—Replace/sell holding with lowest projected return

m 9th Annual Georgia Chapter Education Fair
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Total Return Matters Most
Portfolio-Centered Decisions

 Total return not above target of 15.7:

— Test accumulation of highest Tot Retu
consistent with reasonable diversificatio

— Test adding new stock

— Challenge lowest return holding for possible
replacement (in this case MA)

- Report Options

i :

- Report Details + \\

Assume potential
market total
return of 10.7%

@ Total Return @ Proj Avg R~.am Portfolio Total Value $179,797.54 % Total Return: 14.1

+| Price Date -3‘ Price ¢| Shares 3 Total Value 2 % of Portfolio 3-‘ % Tot Ret v‘ﬂec -
FAST Fastenal P 595.31 160.0 8.649.60 49 298 Buy

111 11-v1 40 6121 355.0 21,729.55 121 f 23.8 Buy
BKNG Booking Holdings 412912022 2210.31 9.0 19,892.79 11.1 f 16.8 Hold
CTSH Cognizant Tech Solns 412912022 80.90 300.0 24.270.00 135 4 16:1| Buy
GIS General Mills 4/29/2022 T0.73 300.0 21.219.00 118 4 11.5 Hold
ANTM Anthem 412972022 501.93 70.0 39,135.10 19.5| 4 11.3 Hold
TJIX TJX Companies 412972022 61.26 350.0 21,448.00 119 ¥ 9.2 Hold
A IMastercard 4/29/2022 363.38 75.0 27.253.50 152 j 7.3 Hold

d 3 3
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Total Return Matters Most
Portfolio-Centered Decisions

 \What about diversification?

—Don’t let it dominate decisions
» Sector diversification works out over time
* Let winners run

—Consider it primarily in accumulation decisions

m 9th Annual Georgia Chapter Education Fair
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Keeping Focus on Total Return

« Can you have too much?

—"“If it looks too good to be true ...”

* Be wary when total return exceeds projected
market return by 10 or more points

* Test your judgments
—Especially projected P/Es
—Projected growth, too
—Does market know something you don’t?
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Summary

* Invest in high quality companies, selling at good
values
—Quality matters first

—Value matters most, and is best measured by
projected total return

* Focus on projected total return for overall
portfolio, not just individual stocks
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Summary

» Consider a variable target for portfolio return
based on projected market return

» Sell when necessary to restore overall portfolio
potential return to your target

» Beware of excessive projected total returns
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Questions or Comments

* celynch@att.net
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