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“Be teartul when
others are greedy, and
be greedy only when
others are teartul.”

- WARREN BUFFETT



Where Do We Need Help on
SSGs?

Growth Rates

o Revenues

o Earnings

Future PEs (Price Earnings Ratios)
o Current and Projected PEs
o Trends in PE

Future Prices
o High Price = Est High PE X Est. High EPS
o Low Price = Est Low PE X Est. Low EPS (or other estimate)




Help Available from Many Sources

Growth Rates
o Theory - businesses can only grow so fast

o Trend Lines for Sales & EPS (Front of SSG)
o Value Line, Morningstar, CFRA, Analyst Estimates

Future PEs (Price Earnings Ratios)
o Current and Projected PEs (SSG, Value Line)

o Trends in PE (Stable, Unstable, Up or Down?)

o PEs tend to decline as a company grows

Future Prices
o Fair Values (CFRA, Morningstar, etc.)

o Value Line (3-b5 year price range)




We are going to look at some of
them

Growth Rates
o Theory - businesses can only grow so fast
o Trend Lines for Sales & EPS (Front of SSG)

o Value Line, Merningstar,GFRA, Analyst Estimates

Future PEs (Price Earnings Ratios)
o Current and Projected PEs (SS&, Value Line)

o Trends-in-PE(Stable,Unstable Up-orDown?2)
o—PEs-tend-to-decline-asa-company-grows
Future Prices
—Eoiefebaes LORESS Meara poodoy oo

> Value Line (3-5 year price range)




Growth Rates

Theory:
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heOIy: Growth Rates (log scale)
Exponential
Growth

Fercent_Growth
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Growth Rates from
SSG Trend Lines

Trend lines (sales & earnings) show how fast a company has been
growing.
o Don’t expect big improvement in growth!

o Exceptions
o Recovery from a disaster
o Mergers might change growth rate (for good or ill)

o Compare your estimate to the long term trend

Examples




1 Growth Analysis NAS: FIVE

2K FY 201% Q4 (Ended 1/31/2020)
RECENT QUARTERLY FIGURES

SSG for Five Below EARNINGS

SALES PER SHARE
1K (EM) (S)
] e : - 4 595 3
— | Latest Quarter 687.1 1.97 )
8001 Year Ago Quarter 602.7 1.59

e Sales, EPS & Pre Tax Profit are all =

anp | Percentage Change

e UP 0 e

5 LI o 7 7H

 STRAIGHT & : 214

+ PARALLEL P ol

* Projected growth rate a little lower - s A
than trend iﬂo =" //"“V e — — =
ol @ I =

\: \\
N
%

10
s
L=
15%
6
g
4
§ 1%
3 Default Override
Projected 5 YTear Sales @ 20_0% o.o 4 5353
/ | —~——Less Expenses 11 9% 0.0 4.,028._4
2 —— Lesz Taxes 21.0% 0.0 114.8 |
| ———Less Preferred Dividends 50.0 0.0 0.0 '
_‘_'_'_,_:—F'-'_'-'—H- _'_'_'_,_:—'—'_'_F
__,.-——""_—'-f | ——
%ﬁr—ﬂ——f | . Projected 5 Yr Total Earnings 4320
L —]
#a———'—"_—ﬂ_'___,————'_'_ Divided by Shares Duts. 56.0 0.0 7.71
]
1 ] Calculated Growth Rate is.8
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1 Growth Analysis HAS: ULTA
FY 2019 04 (Ended 1/31/2020)
RECENT QUARTERLY FIGURES 13.037.9
SSG for Ulta Beauty )
(M) () (Buy)
100 | Latest Quarter 2,305.9 3.89 | _ 25 53
. % Year Ago Quarter 2,124.7 3.59 .""“F-'/"’"'{'fg)?3931
* Sales, EPS & Pre Tax Profitare all =] .......cee 0. 5oas "
60 | =
sort of .| A "~

e UP o I e
 STRAIGHT & b [ = -~
 PARALLEL a| i /Aa/ P
 BUT all three have slowed since
2017 because of competition o
(e.g., Sephora?) z /
* Projected growth rate a little 7

higher than trend
* | am predicting an improvement 3
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VS t re n d / Default  Override
- " 2 Projected § Year Sales @ 12.0% 0.0 13,037.%9 oy,
,-——"'"_l'E== Expenzes 13.0% 0.0 11,343.0 =
// L Lez=z Taxmes 22.1% 0.0 -374.6
//4 ] Less Preferred Dividends s0.0 0.0 0.0
| —
%ﬁﬁf—r———f Projected 5 ¥r Total Emrnings 1,320.4
_____,—f"’”______~—~—# Divided by Shares Cuts. 57.2 0.0 23.08
1 ] Calculated Growth Bate 13.7
2010 2011 2012 2013 2014 2015 2016 2017 2018 2015 2020 2021 2022 2023 2024
(1) Historical Sales Growth 20.5 % {3) Histarical Earnings Per Share Growth 280 % www.iclub.com
{2) Estimated Future Sales Growth ﬂ Sa {4) Estimated Future Earnings Per Share Growth %
{5) Sales Growth B {&) Earnings Per Share Growth R




RECENT 49 35 TRAILING 8 7 RELATIVE 0 49 DIVD 1 2':/
P b « NYSE--ESNT PRICE . PIE RATIO «1 |PERATIO V. YLD €L /0
RANKS 2410 26.45 2067 33.04 47.29 50.08 55.84 52.00] Hign
1905 7728 51.a7 16.40 31754 31.08 3337 43.00| Low
[ ' O ‘ N 7 | a | e PERFORMANCE 2 Average LEGENDS
—_ 12 A T
Technical 2 ﬁﬁg;fge <+ -« Rel F_’?i;e SD;EHE% . o
3 Shaded area ndicates recession L I'l H - ] Y 50
SAFETY NI
BETA 1.00 {1.00 = Market) L 1 NI L Lot o5
alu€ LIIcE Ty RITI:
I .
Financial Strength Bet .
1
Price Stabllity 60
Price Growth Persistence 75 5
17900
ESNT h S ” C Earnings Predictability 50 T T i T I JoL
aS omall Lompany I TNIIRTHERN HARNRRRN IR OIRRRARTEN NARARTRAR ARRRVARRRARIRRR NI
© VALUE LINE PUBLISHING LLC | 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020/2021
V L S h t P/C PREM EARNED PER SH - - 1.43 2.41 3.51 4.54 5.39 6.62 7.90
e e INVESTMENT INC PER SH - - 05 13 .21 .30 A1 Bh 85
UNDERWRITING INC PER SH - - 115 1.99 3.38 4.37 511 6.50 7.57
EARNINGS PER SH - - J0 1.03 1.72 2.41 3.09 477 5.66 6.14%B551C
. . DIV'DS DECL'D PER SH - . - - - - - - 20
An n u a | Rates a re h IStO rl Ca I BOOK VALUE PER SH - - 8.35 10.33 12.03 14.43 19.71 24.11 30.34
COMMON SHS OUTST'G (NILL) - - 36.40 92.55 93.06 CERE 5843 98.14 98.30
PRICE TO BOOK VALUE - - 263% 214% 2119% 1649% 195% 1669% 156%
AVG ANN'L P/E RATIO - . 914 214 14.7 0.8 0.6 8.4 8.3 8.07.6
. RELATIVE P/E RATIO - . 177 113 76 54 48 47 49
Analyst estimate of EPS S I IS Il I Tl B N -
PIC PREMIUMS EARNED - = 1234 2232 3265 227 530.1 6405 7774 Bold figures
) .. LOSS TO PREM EARNED - - 1.9% 2.8% 3.6% 3.7% 5.1% 1.8% 42% | are consensus
growt h |S p red | Ct | Ve EXPENSE TO PREM WRIT - - 11.7% 11.9% - - - - - eamings
UNDERWRITING MARGIN - . 964% | 853% | 964% | 963% | o049% | oa2zu | os8% estimates
¥
ALL DIV'DS TO NET PROF | -- | -- | -- -- --

ANo. of analysts changing eam. est. in last 18 days: 0 up, 0 down, consensus 5-year eamings growth 10.0% per year. t

ANNUAL RATES

|ASSETS (Smill.) 2017 2018 12/31/19
L=+ T - |- | %]

ALL DIV'DS TO NET PROF [N I I | -
ANa. of analysts changing eam. est. in last 18 days: 0 up, 0 down, consensus 5year eamnings growth 10.0% peryeifjﬂased wpon 3 analysts’ estimates. CBased upon 2 analysts' estimates.
~ ANNUAL RATES ASSETS (smil) 2017 2018 123119 | INDUSTRY: Insurance (Prop/Cas.)
ov'che_mge (per share) 5 YB_- 1 'I'f'-l Bonds 23179 28086 34482
Premium Inc 28.0% 19.5% | Stocks 0 0 .0 | BUSINESS: Essent Group, Ltd.. through its subsidiaries,
Invest Income 48.0% 30.0% | Mortgages 0 0 0 rides privat rigs R and reinsurance for
Eamings .00 185% | Polcy Loans 0 0 o | provides private mortgage insurance and reinsurance for
Dividends - - Real Estate 0 0 o | mortgages secured by residential properties located in the




ULTA BEAUTY woouus 202,60 50 16.3 Gz s 1.12PF NN |

- 7 High: 19.3 3z FET| 1035)| 1327 | 1345 | 1885 | 2786 | 314.9 | 3225 5.5 | 3047 i
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Ulia Salon, Cosmelics & Fragrance, Inc. [ 2010 [ 2011 [2012 [2013 [2014 [2015 [2016 |2017 |2018 | 2019 | 2020 [2021 | = VALUELINE PUE.[LC]23-25

was founded in 1990 as a discount beauly| 2417 255 aiﬁi 4158 | 5050 | 6176 ?5.: _92.35 11485 | 13069 | 141.25 | 15395 |Sales per sh A 200.00

ULTA has a full VL Sheet e e e I R R B R e e R T =G
Current ASSets  "1536.2 1914.9° 20053 Z =0 2 ¥ aema | ww
' ’ ' [Common Shs OUsFg © | 50

. . Accts Payable 2505 4041 4140 | Droad assorfirmiiay
Annual Rates are historical Debt Due = . 22| ucts. The cofmrene, |
o Other _ : 419.6 723.2 | marily Incategaﬁ?ﬁ:;n o

& predictive iab. 5203 8237 —H3Z2 [ Ulta Beimiss | e

230

ANNUALRATES Past  Past Estd’17-19\almost |smu—rs

Working Cap’l {Smill) 1900

------n.l-- r----

of change (per sh) 10 Yrs. 5 Yrs. to '23-'25 Ithougl|mmmten |
Earnings 35.0% 26.0%  9.0% Februartireser | w

Dividends - - Nil | onars
19 Prowy). CEQ: Mary Dillon. Inc.:
%. « -on Bhvd., Suite 120, Eclingbrook,

Begins |Apr-Per—Jul.Per Oct.Per Jan.Perl—Year | o auty (R inimortar i
utk dcommerce ardna will likely serve cus-
and-mortar establishments as well as tomers in certain markets such as

through its e-commerce channels. Further- shampoos and cleansers.

Sales 20.0% 22.0% 10.0% Si. Equiy (smil) 30
Book Value 22.0% 145%  11.5% st 7 S
2017 | 13149 1289.8 13422 1937.6 5884.5| and-mor i .o

P HetumnnTntall:ap'l 31.0%
“Cash Flow” 335% 255%  9.0% | fiscal 2lmmasen |
pl ase d . ok Vanguard, 8.0%; BlackRock,
‘Bscal | QUARTERLYSALES (Smil)A | Rl Lorowth mommme .
). 15437 --J.ag%fmgﬁﬁﬁgqﬁgs w2124 L H716.6 Wil kel servt s

1 34,

G716




Growth Rates
from Analyst
Estimates

Analyst estimates for sales and EPS
available from many sites

Ameritrade’s profile for ULTA showing
history and prediction of quarterly
numbers

Predictions indicate extreme
uncertainty for this retailer!

Q1 2020 EPS estimates range from
$(.97) to $3.13!

Set triggers Setalerts Add to watch list Options chain M Historical quotes & splits = ncome Estimator

Summary = News Charts | Earnings  Fundamentals = Valvation | Calendar | Analyst Reports | Peer Comparison | SEC Filings

Earnings Analysis Estimate Trends Estimate Range Summary View: (® Quarter Annual

Latest Earnings Met Consensus (Q4 ending 01/2020)

Q1 Earnings
will announce

Next Earnings Announcement

(Unconfirmed) May 28,2020

Hide high-low estimates | Draw trendlines Q
u F * s -~ N
o
o
o o & & e ® — ®
2 Lot | ot | Lo — Lo
21 Q2 @3 24 21 Q2 @3 24

01,2019 - 01,2020 01,2020 - 01,2021

[ g : il r . | *-
14 r e ety




Future PEs from
Value Line

ULTA BEA UTY NDQ-uLTa

wino 16.3 (i )

et 202,60

1 o

pemimo 1.12|W0
365.5

ULTA has a full VL Sheet

Last column has prediction
for 2023-2025

> Sales

o EPS

o Avg PE
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i _ Ann'l Total " | =T
Price  Gain Retum | |J..---I 100
High 440 (+115%3 21% |I||||"|'J_|,,J.' | it e
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— — il = W . . % TOT. RETURN 3720
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B 382 374 3% | gharee a0 d—1 LTI [p R NG PR || PO e y. 438 31 [
o 28 an 3 | traded 15 T IO 1 LT L T T W T T I T T T T IR R 3T E-Eg -16.7
Hd'spoo) 53457 53032 51564 PUITATTON B RUEE HORTRRCRON ERLORDRRR RN, EOACRRRERARRCROTTFRO0RCRD DORRCRRO RO By 185 5 ~
Ulta Salon, Cosmefics & Fragrance, Inc.| 2010 | 2011 |2012 [2013 [2014 [2015 [2016 [2017 [2018 [2019 | 2020 [2021 | ©VALUE LIKEPUE/LC]23-25
was founded in 1990 as a discount beauty| 2417| o855 | asse| 4158 | s050 | e176 | 7814 | 9875 | 11465 | 13089 | 141.25 | 153.95 | Sales persh & 20000
retaller, eventually embarking on & multi-| 225| a1s| «o7| 41| s06| 763 | 1028 | 1265 [ 1601| 1789 | 1865 | 20.10|“Cash Flow’per 449
year expansion and transformation stategy. | 11e| 10| 2s8| 315| a3se| 488 | es2| 831 | 1094] 1215 | 1255 1250 |Earnings per sh 17.50
The company went public in Cetober, 2007, - - | | | -| | -| -| --| M#| ni|piwdsDecrdpefsh |  Mil
issuing 7.7 million sha;es_ at an initial pnce 6.63 940 | 1220 1562 | 1944 | 2271 | 2485 | 27| 07| 3360 | 20| 4530 |Book Value per 60.00
of $18 per shara. At the time, the company | 6020 | 6221 | o401 | 6423 | 6418 | 6354 | 6213 | 60.se | 5858| 566l | 55.00 | 53.00 |Common Shs Quisig © | 5000
also converted 41.5 million preferred shares | 28| 314 345 | 517 | 261 | 324 | 354 | 02| 230| 246 | Boldfiglresae |Avg ADNTPIE Hafio 210
into common stock. The lead underwriters| 145 197 2| 18| 37| 83| 18| 12| 124] 133| Vaelline  |Relative PE Refio 115
for the deal were JP. Morgan and - - - .- - - .- - | estmEEs A Ann'l Divi Yield Nil
Wachovia Securites. 14548 | 17762 | 22203 | 26708 | az414 | 3241 | 48547 [56845 | 67166 | 73881 | 770 | 160 |Sales (smill) A 10000
CAPITAL STRUCTURE as of 272120 e ] B/0% | 38.3% 2% | 387% | 395% | 40.%% | 309% | 400% | 402% | 35% | 0% |Gross Margin #0.5%
Total Debt None 126% | 15.3% | 166% | 16 167% | 171% | 182% | 176w | 16.9% | 162% | 16.5% | 165% |Operating Margin 17.0%
389 449 550 75 774 ar4 974 | 1074 | 74| 1254 | 1300 | 1375 |Number of St 1600
Leases, Uncapitalized: Annual rentals §3177 | 710| 1203 | 1725 | 2028 | 2571 300 | 4098 | 5168 | €566 7053 25| 750 [Net Profi (smil 90
mil. 390% | 385% | 3B.3% | 381% | 375% | 38.9% | a75% | 343% | 239% | #21% | 24.0% | 24.0% |income Tax Fate 2R0%
. 4| 6% | TE% | 76% | 7%% | 8% | Bd% | Ae% [ 98%| 95% | 9.3% | 81% |NetProfit Margin| 9.3%
No Defined Benafit Pension Plan 2010 | #153 ] seez | 7359 | o008 | o7o0 10534 [to069 [ wez] wmao| o[ 1000 [Working Cap'l (seNl) 1900
- -- -- -- -- -- -- -- -- -- -- N Nii |Long-Term Debt (Smill) Nil
Common Stock 56,300476 sh. anzs | 5347 | 7868 | 10031 | 12475 | 14429 | 15502 | 17742 | secoz | 1e021 | 2100 | 2400 |She. Equity (smill 3000
T76% | 206% | 21.9% | 202% | 206% | 222% | 264% |20% | 362% | 371% | 34.5% | 31.0% |Return on Total | 0%
MARKET CAP: §11.4 billion (Large Cap) 17.6% | 2006% | 21.9% | 20.2% | 20.6% | 22.2% | 264% | 2941% | 36.2% | 37.1% | 34.5% | 1.0% |Return on Shr. Equi 31.0%
CURRENT POSITION 2017 HHB 20 | 176% | 206% | 21.9% | 202% | 206% | 222% | 264% | 2% | 362% | 3% | 5% | 3.0% |Retained to Com Eq 31.0%
SMILL. .- .- .- .- .- .- .- .- -- - !
Codh At 450 4003 5023 M) N JAIDIvds to Net Prof il
Receivables 806 1387 1303 | BUSINESS: Uta Beauty, Inc., fomerly Uta Salon. operates more than 10,000 square feet, including 950 square fest esisatad ]
IO”I\Ir'IBEn[er (FIFO) gg'gg 1%Lﬁ? '%gga specialty retail stores ssliing cosmetics, fragrance, haircars, and  to full-senvice sakons. Has about 44,000 employees. Officers &
Curmant Assats 15%',. 191;'9 m skincarn products, and related accessories and services. It offers 2 directors own 4.2% of commen stock; Vanguard, 9.9%; BlackRock,
Accts Payable 2:9'2 404'1 4‘1‘3'0 broad assorment of ower 25,000 prestige and mass beauty prod-  6.7%; AlianceBamstein, 5.2% (419 Prowy). CEO: Mary Dillon. Inc.-
Debt Dug = . .- | ucts. Tha company has approximately 1,254 stores in 50 states, pri-  Delawars. Addross: 1000 Remington Bhed., Suitz 120, Bolingbrook,
Other 2608 4406 7232 | manly located in ofi-mall locations, with an average sfore size of |L 60440, Telephone: 630-410-4800. Intemet: www.ulta.com.
Currant Liab. 5203 EAT i 2 MUlta Beauty's stock price has declined ing is expected to dampen profitability.
ANNUAL RATES Past Past Estd'17-19] almost 307 since our January review. The company has postponed short-
ofchange persh) 10¥rs. ~ Sfrs. 02895 | Although the company recorded a decent term growth initiatives. Plans to open
Salas 200% 220% 100% i N1l
“Cash Flow™ 335% o5zy.  gpo | fiscal 2019 full-year performance (ended roughly 75 new brick-and-mortar stores
Eamings B0% 260% 90% | February 2, 2020), investors appear dis- this year and new hires have been
Dividznds o, by Mil | pleased. Last year, sales and earnings rose suspended. This scenario potentially ex-
Book Value 220% 145% 115% g B ! . !
: 10% and 11%, respectively. Top-line acerbates an already pressured business
BQI 'JUMTERLHMES;W'”-]“ EE{:I!" growth was enhanced by broad-bazsed fraught with competition. On the upside,
egins A'P':F'e' Jul.Per OFL er JanPer| ¥éit | heauty offerings in Ulta’s numerous brick- the e-commerce arena will likely serve cus-
2017 | 13148 12808 13422 19376| 5884y and-mortar establishments as well as tomers in certain markets such as
2018 | 15437 14882 13600 21247] 6716H through its e-commerce channels. Further- shampoos and cleansers.




Conclusions

Judgements on companies are hard (EVEN FOR ANALYSTS!)
Don’t buck the trend lines unless you have a good reason

Let the various data sources guide you

Many other resources offer advice on judgement (See recorded Bl Webinars)




