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Why Change the Starting Points?
= Applying Judgment to Estimate
THE STARTING POINT the Most Reasonable 5-year Sales
and 5-year EPS figures. Remember:
Carol Theine = The 5-year EPS figure is used to calculate high price.
(cjtheine@bivab.betterinvesting.net) = And High Price is used to calculate U/D Ratio and
11/15/2016 Total Return
= Different Conditions May Merit Changing
the Starting Points.
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What Are the Starting Point Options? 5-year Estimates

....... Using Different Starting Points

Company: Skyworks Solutions (SWKS) Study Name: SWKS 3115116
I

Starting Starting | 5-year EPS | High Price
Point Point EPS | using 15% | using 24

Growth for P/E

Annual $4.10 $8.24 $197.70
Quarterly $4.95 $9.89 $237.30
Trend $6.95 $13.97 $335.30
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When to Use ANNUAL ANNUAL Example
= Default, since we look for consistent

growth (straight historical lines.)

= Annual is often the most conservative
selection if the company has reported 1,
2, or 3 quarters of results

= Analysts’ growth rate estimates are often
based on starting with the last full fiscal
year.

When to Use QUARTER QUARTER — Most Recent Data
[%%ts PE?S%HARE
* Want to make use of most up-to-date data e T o
. . e 97.5% 205.5% O ,"
= |f last year’s performance is an outlier for ' \ 6
poor performance but has recovered in a , O
recent quarter. — = ==
— 6
e 25%
’ JI/ A 20%
A"’,,.' /\ 120010 —
f’ ] S/\‘s\é“s - -
/r' 1 T ~
7 ) 8

Small Talk, Rocky Mountain Chapter, Nov 15, 2016 2



Starting Projection Point 11/15/16

[
QUARTER - More Quarters/Recent Data

When to Use TREND

e = An unusual one time down trend or
MT —— upward trend in the last year

= When history is not “straight” (and that is
normal for the company). For example, a
cyclical growth company.

Annual -$3.98
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TREND Example - Cyclical

» Company: Caterpillar (CAT) Study Name: CAT 317/16

Analyst
Estimate

et G SRR Rt +

5.4% EPS
Historical Trend

Caution: Be sure you understand any downturns
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Outliers - Excluding Data

= Annual Projection
Starting Point will still
use last fiscal year even
excluded as an Outlier.

= For Trend Projection
Starting Point, do
consider removing early
years or other points to
have a “reasonable”
starting point.
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Setting the DEFAULT Study Preferences
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» Company: Gilead Scionces (GILD) Study Name: GILD 317116

Additional graph data
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Other Starting Point Considerations:

= You may also consider editing annual or
quarterly data for a “reasonable” starting
point (e.g., EPS for one-time occurrences)

= |f you use Value Line, 3-5 year “squishy”
estimates for the future, check last actual
fiscal year.

2014|2015 | 2016 | ©VALUE LNEPUB. L[ 18-20 [T

10.54 | 1166 | 11.80 |Revenues per sh A 15.30 . . .
334 347 | 360 |“Cash Flow” per sh 485 Historical Sales 86,833 93,580
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CAUTION: Understand Adjustments 16
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