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Talking About Sell Signals

« When NOT to sell

- Wrong reasons for holding

- Developing a process for selling
« When to consider a sell

« Sell signals on the SSG

« Sell signals not on the SSG
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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 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.

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 BetterInvesting 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 Betterlnvesting. The presenter is not endorsing or promoting the use of
these websites, products or services.

What do we do when looking to invest?

Identify a
quality growih
cornpany

ata

reasonable price

2018 Better Investing Rocky Mountain Chapter Annual Meeting

9/13/2018



Sell Signals on the SSG
Nick Stratigos

Talking About Sell Signals

+ Finding stocks to buy is FLUN

« Selling a stock because it is doing poorly or
because it has done too well is hard

- Selling a stock to prevent losses or increase
gains is as important as buying

- How do we decide?
Buy — — Sell

+ Company: Cognizant Tech Solns (CTSH) Study Name: CTSH
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When NOT To Sell

« You think you should be doing something (CTSH)

s &
When NOT To Sell

« The Stock hasn’t done anything (FAST)
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| + Company: Fastenal (FAST) Study Hame: FAST
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Sell Signals on the SSG
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When NOT To Sell

- The price has gone up a little (V)
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When NOT To Sell
+ The price has dropped
- Often temporary and out of proportion to the risk (BIIB)
15

When NOT To Sell

+ Bad news from the company or about one of its
competitors (CMG and e-coli)
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| » Company: Chipotle Mexican Gri (CMG) Study Name: CMG

2018 Better Investing Rocky Mountain Chapter Annual Meeting

9/13/2018



Sell Signals on the SSG
Nick Stratigos

When NOT To Sell

« An analyst downgrades a stock (SBUX)

|+ Company: Starbucks (SBUX) Study Name: SBUX m

Projection Starting Point

© panal @ cuarer © Trens

) )
—t" Recent Quarterly Figures
T FY2015 QuarterEnding (03/15)
Sales EP§
.4 Latest Quarter 4315 042
e Year Ago Quarter 4181 03
Percentage Change 17.6% 12.4%

Analyst Consensus Estimates

Sales 2 Year Estimate: W0.T%
EPS Long Term Estimate: 17.5%
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tarbucks (SBUX) and Juniper Networks (JNPR) got their ratings downgraded and price
targets cut early Tuesday, while analysts cut their price targets on Alcoa (AA) and Valeant
Pharmaceuticals (VRX), while raising them ona pair of Apple (AAPL) chipmakers.

Starbucks fell 2.3% to 59.50 on the stock market today after Deutsche Bank downgraded the
coffee chain to hold from buy and cut its PT to 64 from 70 “due to modestly decelerating
sales/earnings trends.’ Deutsche Bank cited Starbucks' revised loyalty program as one headwind.

When NOT To Sell

- Insiders are selling
+ They need the cash or diversification
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When To Consider A Sell

+ When the reasons for buying the stock no longer
apply

« “If you know why you bought a stock in the first
place, you'll automatically have a better idea of

when to say good-bye to it”
+ Peter Lynch, One Up on Wall Street

Wrong Reasons for Holding

- You have fallen in love with your stock
«You don’t want to admit to a mistake
+You hate to lose money

Develop A Process

- Write down the reasons you want to buy the stock
and keep them with the SSG

« Think about why you might want to sell the stock
before you buy and become emotionally involved

- If you sell the stock, record the reasons

« Six months later review the sale to see if you
made a good decision
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When To Consider A Sell

 You need the money

Sell Signals on the SSG
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When To Consider A Sell

« Your portfolio is out of whack

‘Sector & Industy Diversficetion Repart » Sell Class Portfolio

Industriai Distribution

Consumer Electronics

Market Value
(Securiy)|

Starbucks $12,180.00
Consumer Dofenshe
Packaged
Hormel Foods 313950
Financial Services
Asset Management
T Rowe Price Group $10.365.50

Fastenal 471300

HERE

Apgle
Information Technology Semvices
Cognizant Tech Soins §9.024.00
Software - Infrastrueture:
Oracle $4.099.00
Total $69,497.00

% of Portuba
(Secuity)

175%

6%

14.9%

68%

%

130%

5%

% of Podoko|
{indusirvi|

140%

%

120%

5

Medical Instruments & Supplies "i@
CR Bard $19,835.00 B 6%

0%

100.0%
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When To Consider A Sell

+ Company fundamentals or business outlook are
slowing or deteriorating

Guarterly Data Trailing 4 Quarters
o - I

SMil |%Sales %Chg SMI % Chg SMil % Salas SMil | %FRala| EPS | FTF | Sales

21880 348 128 so@0 A1 207 150 127450 345 %9000 30340 238 23 236
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3700 31 108 5osed 34 713 212 135130 33 w20 29702 220 W7 90 14
200 M5 8 8wm0 09 190 215 134550, 362 370490 29006 216 192 55 05
4m%0 441 101 woswa 03 211 226 13850 74 rimoo 2se27 210 183 72 02
20630 M8 14 swzo 23 177 232 138500, 37| ramo| 2747 198 WA 50 12
330 a8 23 sama 20 03 234 137820 367 75620 2643 155 108 20 08
32090 343 51| 9sw0 a9 211 239 13910 38 ¥I00| 27952 21| M9 36 %0
45880] 405 48 11300 34 205 238 137030 358 2740 27266 199 83 14 29
Zmeo]  me 21 eswe 27 197 239 130560 357 aamm0| 28033 04) 32 07, 90
32000 341 21| 850 35 235 239 138240 356 @210 2870 212 a4 03| 3
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» Company: Oracle (ORCL) Stucy Name: ORCI

Evaluate Management
| 2005 2008 2007 2008 | 2008 2010 | 201 | 2012 | 2013 | 2014 5VrAvg ___ Trend ]

%oPreToxProfilon Sales |  23.4%| 033%| 049% G27% 20.7% G20% 349% O74% 958% 036% 207X e el
% Earmed on Equity 2204 205%| 2014 235% 213% 212% 2208 242% 238% 199% 2224 e emm
% Debi To Capital 2oz 0% 2204 200w a2 280% 4w 200% 3408 403 niw o . M

When To Consider A Sell

- Price Earnings ratio (P/E) is significantly above 5-
year average P/E
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» Company: Hormel Foods (HRL) Study not sav
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AVERAGE PRICE EARNINGS RATIO: 18.9 CURRENT PRICE EARNINGS RATIO: 27.2

SSG Section 1 Buy/Sell Signals

 Buy/Hold

- Sales, pre-tax profit margins, and EPS growth
increasing steadily at an acceptable rate

« Growth is consistent

- Most recent quarter is equal or better than the historical
and projected growth rates

« Sell
- Growth slows to an unacceptable rate
- Growth is erratic

- Most recent quarters are significantly less than historical
or projected growth rates

- Three quarters of declining or sub-par performance

Big Charts

Advanced Chart

HRL Heekly = 1716
50

Volume = ©BIgCharts.com

° 5 8
Millions

Section 2 Buy/Sell Signals

- Buy/Hold

- Profit margin and ROE are stable or trend steadily
upward

- Profit margin and ROE are above the industry average
- Sell
- Profit margin or ROE trend downward

- Profit margin and ROE are significantly below the
industry average
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Sell Signals on the SSG

Compaon [ compmei 1[0 ) T sy v
a0
et Sales Growh Rate - YR (%) o
Esimsted Saes Growh Rate (%) 0%

< Hist Eamings/Share Growsh Rate - 10 YR (%) 16.2%

Vst Eaminge/Shore Growdh Raio 5 YR.(3) 18 5%
Esimated Earings Pes Share Grawih Raie (%) 9%
Eamings Stabikey (R-squared) - 10 YR m
Eamnge Sty (R sred) -5 TR 5

] % Pretax Profil on Sles Lost 5 ear Average) 27 0%

7 e Eamed on Equty (Last s Vear Avecsge)  17.5%

% Det s Gaptal a%
Prasent Price 15,86
Present Price / Estimated Tolal EPS 23

7 i Rarge (Lt 5 Years) 7161806
ot Hgh PIE s

| aversge ogn Pre 197
Sverage PIE 82

) Average Low F/E 127
CumentLow PrE s
CumentPE 8
Lower Buy s Zone 25%) Tat0 1122
Wikl Ho Prics Zone (50%) 222508
Upper SellPrice Zone (26%) 26652007
Pt ko nfcsor ™
UpsideiDownsids Rats P
Relatve Vale 2%

FIE. Projeced Growth st (PE6) e

" Prosen! i 21

| Avg. Percen Payout ar 0%
ercemet Rrcart Bk, Eocaract o o

Nick Stratigos

Section 3 Buy/Sell Signals

- Buy/Hold
- The current P/E is at or below the average P/E

- If there is a dividend, the payout ratio is stable or
increasing

* Sell
« The current P/E is above the High P/E
- Dividend cuts or suspension

- Dividend payout increasing faster than earnings, thus
lowering future EPS growth rate
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Ty i
Upper Sell Price Zone (25%) 2565 - 2087
Present Price Indicalor Buy
airvmrah s el
Relative Value 9% 96A%
PiE: Projected Growih Rate (PEG) 173.1%

~ g, Percent Payout ario% 17e%

Section 4 and 5 Buy/Sell Signals

- Buy/Hold

+ Upside-downside ratio is 3:1 or better

- Total return meets or exceeds your target return
- Sell

+ The upside-downside is less than 1

- Total return and /or projected average return is
significantly less than your target area
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Total Return

A.CURRENT YIELD S$SG Results Summary
-

Indicated Anewsal Divdersd - s - 00M7 = 15%

‘Ciosing Price 4070
B. AVERAGE YIELD - USING FORECAST HIGH PIE

Avg %Paol = et = g
Forecast High PIE 550

AVERAGE YIELD - USING FORECAST AVERAGE PIE
fvg % Payoul = i - osn
Foracast Averags PIE %0

€. COMPOUND ANNUAL RETURN - USING FORECAST HIGH PIE
Anesis Agpreciation 50%
Average Yiekd 05%
Anewizes Rate of Retun 56%
COMPOUND ANNUAL RETURN - USING FORECAST AVERAGE PIE
Anous] Agpreciation 16%
Avarags Yiek 0%
Aneushzed Rale of Rt 2%
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Sell Signals Not On The SSG

« An adverse management change has occurred
« The customer base is shrinking
- Competition is increasing (economic moat)

« Product falls out of favor or is replaced by new
innovation

« Product pipeline is deteriorating

When To Consider A Sell

- Total Return does not meet your goals

« Another company offers equal or better returns
with less downside risk

« A company of equal or higher quality offers better
potential returns

Another good use of the
Stock Comparison Guide

42

Sell Signals Not On The SSG

« Funding for research and development is
decreasing

« Financial results show a problem or worse

- Price drops below your estimated low for no
apparent reason

+ Negative information provided in news releases,
annual reports and analysts reports

44
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nviz For News & Much More
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Apr-29-16 01:53PM
11:31AM
06:22AM

Apr-28-16 01:52PM
08:35AM

Apr-27-16 04:36PM
03:41PM
12:29PM

Apr-25-16 05:50PM
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11:12AM
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Recent News

T. Rowe Price vs. Fidelity: Comparing Small Business 401(k) Providers at inve:
. Rowe Price accused of charging excessive mutual fund fees Reuters
Federated (FIT) Q1 Eamings Beat as Fee Waivers Fall zacks

ETFs with exposure to T. Rowe Price Group, Inc. : April 28, 2016 st Capital Cube

PRICE T ROWE GROUP INC Files SEC form 8-K, Submission of Matters to a Vote of Security Holders E0car online
Franklin Resources (BEN) Q2 Earnings Miss, Costs DOwn Zacks

T. Rowe Price leaders not worried about takeover, in control of 'own destiny’ at American City Busi
T. Rowe Price Group Declares Quarterly Dividend g Ne

T. Rowe Price (TROW) Q1 Earnings Beal; Lower Revenue zacks
Janus Capital (JNS) Down on Q1 Earnings Miss; Dividend Up zacks

PRICE T ROWE GROUP INC Files SEC form 10-Q, Quarterly Report EpGAR online

T. Rowe Price Still Investing in Growth Despite 'Modest' 2016 FOrecast st Thestreet

T. Rowe Price (TROW) Posts Strong Q1 Earnings; Costs Rise zacks

T. Rowe Price earnings beat estimates despite revenue drop at American City Business Journals
[$$] T. Rowe Price Profit Falls Less Than Expected at The wall Street Journal

T. Rowe beats 1Q profit forecasts ap

T. Rowe Price Group Reports First Quarter 2016 Results F=
‘Worried About Social Security? Buy These 4 Stocks at Motley Fool
Q1 2016 T. Rowe Price Group Inc Earnings Release - Before Market Open ccen

PRWCX: A Risk Statistics Case Study at Investopedia

T. Rowe Price Shares Dip Amid Global Economic Worries at Thestreet

Monday links: doing more in markets vahoo Finance Contributors

A.M. Funds Roundup: Can You Time The Market With Factors?; 'Positioning’ Rules The Market at Barrans.com
What's in Store for T. Rowe Price (TROW) in Q1 Earnings? zacks

The Biggest Threat to T. Rowe Price Group Stock at Mot
T. Rowe Price rolls out new quantitative funds at bizjournals.com

T. Rowe Price Launches Three New Quantitatively Managed Stock Funds pr Newswire

Feds eye mutual fund liquidity and hedge fund debt at Thestreet

T. Rowe Price Marked Down Its Investments In Private Companies, Including Uber And Dropbox
Top 4 Sales Growth Stock:

y Fool

B 46
Apr-27-16 Reiterated UBS Meutral $73 - 579
Apr-27-16 Reiterated RBC Capital Mkts Sector Perform $74 878

Downgrade Bafa/Merrill Buy — N
Reiterated Barclays Equal Weight $67 — §65
Reiterated RBC Caplital Mkts Sector Perform $79 - 874
Reiterated Deutsche Bank Buy $81 — $80
Reiterated UBS Meutral $68 — §73
Reiterated RBC cap\m\ Mkts Sector Perform $B5 — §79
Downgrade B Outperform — Mkt Perform
upgrade S| MNeutral 86 — §95
Initiated Goldman Meutral
Initiated Piper Jaffray MNeutral
Reiterated RBC Capital Mkts Sector Perform $B4 — 585
Reiterated Argus Buy $90 — 588
Initiated Deutsche Bank Buy $93
Reiterated Argus Buy $84 — §90
Reiterated UBS Buy $90 — 593
Jan-22-14 Reiterated RBC Capital Mkts Sector Perform $81 - $89
Oct-28-13 Upgrade UBS Neutral — Buy $77 - 590
Jul-11-13 Initiated Evercore Overweight
B 48

Beginner’s Guide to Financial
Statements

« http://www.sec.gov/investor/pubs/begfinstmtgu

ide.htm

- Basics

+ “Show me the money!”

+ Balance Sheets

- Income Statements

+ Cash Flow Statements

- Read the Footnotes

» Read the MD&A

+ Financial Statement Ratios & Calculations
« Bringing It All Together

2018 Better Investing Rocky Mountain Chapter Annual Meeting
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49 B 50
Magazine | Newsletters | Store | Customer Service H OW TO Sp eed Read A
L] -
)
K|p||nge|' » Company’s Annual Report
. . . . . « Where to find it and why it's important
Wealth Creaﬁlenv Retirement Taxes Investing Credit & Debt Saving Spending Home & Re
- Stock classes
« Auditor changes or disagreements
Our 10-K Cheat Sheet: How to Speed Read a Company's Annual ... . Auditor’s report
www Kiplinger.com/___/T052-C000-S002-our-10-k-cheat-sheet-how-to-speed -read-a-compa
ny-s html .
It's like Silas Marner -- long and boring and nobody wants to read it. But if you're a ... Our ° RISk faCtOrS
10-K Cheat Sheet: How to Speed Read a Company's Annual Report. Legal proceedings
7 Clues to Look for Within Annual Reports-Kiplinger P : H
www Kiplinger.com/___/T052-C000-S002-7-clues-to-look-for-within-annual- reports_html * ConSOIIdateS flnanCIal Statements
Annual reports are being supplanted by the Form 10-K, the annual filing 3 . .
@ required by the ... But read carefully and you may ferret out less-obvious . Management S d|SCUSS|0n Of results
et ‘ risks, suchasa .
51 B 52

Time for Questions

BETTERINVESTING

Empowering Investors Since 1951

Make A Difference!

Have you benefited from Betterinvesting?

_ Introduce our unique
investment education to others!

Share BetterInvesting materials
[ Ticker with your family and friends!

Betterlnvesting.org/InvestBetter
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