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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 BetterInvesting™ / 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. Betterlnvesting 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 Betterlnvesting 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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Not all Stocks are growth stocks

Some are

e Cyclical Stocks

e Income Stocks
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Looking at Cyclical Stocks

B. LOW PRICE - NEXT 5 YEARS
(a)Avg. Low P/E: - X Estimate Low Earnings/Share 2.49 = Forecasted Low Price: 0.0 GROWTH STOCK

{b) Avg. Low Price of Last 5 Years: 32.9
(c) Recent Market Low Price: 38.4 CYCLICAL STOCK

2019 Low Stock Price: 40.2 52 Week Low Stock Price: 64.3 CYCLICAL STOCK
2020 Low Stock Price: 38.4

(d) Price Dividend Will Support:  |ndicated Dividend = 0.84 = 401 |NCOME STOCK
High Yield 2.1%

Selected Forecasted Low Price: (:
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Cyclical Stocks

» Cyclical companies follow the
economy.

— Fundamentals grow when economy Is
Improving

— Fundamentals decline when the
economy declines
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Cyclical Stocks

Two types of Cyclical Stocks

e Durable Goods - track the economy
and interest rates

e Basic Materials - track the price of
the commodity they sell

— Price follows supply and demand
« Found iIn certain industries
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Cyclical Industries

* Financial Sector
— Property & Casualty Insurance
— REITS
* Industrial Sector
— Construction
— Farm Machinery
— Heavy Trucks
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Cyclical Industries

 Basic Materials Sector
— Aluminum
— Chemicals
—Iron & Steel
— Paper & Forest products
 Technology Sector
— Semiconductors
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Cyclical Industries

 Consumer Cyclical Sector
— Automotive (including parts & tires)
— Airlines
— Home Construction & Furnishings
— Leisure Goods & Services
« Casinos, Restaurants, Toys, etc.
— Clothing & Footwear
— Retall
— Media (Advertising, Entertainment, etc).
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Cyclical List from
www.marketwatch.com

DJ Consumer, Cyclical Index (US)cvc)

Jdedia
Broadcasting & Entetainment
Media Agencies
Fublishing

Travel & Leisure

Consumer Services

Food & Drug Retailers
Drug Retailars

Food Retailers & Whalesalers
zeneardl Retailers Airlines

Apparel Betailers Sambling

Broadline Retailers Hotels

Home Improvement Betailers Recreational Senvices

Specidlized Consumer Senvices Festaurants & bars

Specialty Retailers Travel & Tourizm

Includes Five Industries
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Cyclical Stocks

* Beginning investors should avoid
Investing in cyclical companies.

— Require more knowledge about investing
— Have to be somewhat contrarian

— Be aware of where the economy and the
company are in their cycle.
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Cyclicals Require More Work

« Always ask yourself -- is this an
economic downturn or a problem with
the company?

— More knowledgeable about investing

* Includes things like the financial
statements

— More knowledgeable about the company
and the industry

* Industry problems or opportunities
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SSG For A Cyclical

| SSG does not look
like a growth
company.

Don’t expect
“railroad tracks”

In well managed
companies, price
does not plunge
when fundamentals
drop.

18 19 20 21
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SSG For A Cyclical

2011
9.8%

2012
6.6%

2013
2.6%

2014
6.8%

2015
25.4%

2016 |
26.5%

2017
29.5%

2018 2019

2020
11.2%

5 Yr Avg
19.9%

8.3%

5.0%

1.7%

9.9%

29.3%

32.7%

24 5%

17.5%

21.4%

0.0%

0.0%

2.9%

0.0%

0.0%

0.0%

0.0%

0.0% '\ 39.8%

34.8%

14.9%

« The management numbers in Section
2 will go down with the
fundamentals.

* This is not a sign of bad

management.
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Be Contrarian

* In order to get the greatest price
appreciation, invest in cyclical stocks when

the economy is near the bottom of a cycle.

 Buy when the fundamentals are down and
just beginning to improve.
— Glves you the greatest price appreciation
— Often means you are buying when the P/E is high.

15 OKI Tri-State Chapter Education




SSG for Cyclical

HighA/C

LowB/C

| Dividend |

Per Share

196

8.3

0.00

28.0

209/
—

159
10.4)

0.00
0.00

492

0.00

29.8

0.00

29.5

CURRENT PRICE EARNINGS RATIO: 26.:

|

0.40

are starting to recover.
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Projecting Growth

Projecting the future sales and
earnings growth on cyclicals is much
more difficult.

Historical growth rates may only be of
limited value.

Knowledge of company and industry
are crucial.
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Textbook Example

- - " Definite peaks
and valleys.

-

"""" Use the Peak to
%  Peak Method for
Projections.

Probably
nearing a new
peak.

11 12 13 14 15 16 17 18 19 20 21
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Projecting Growth

» Company: Worthington Industri (WOR) Study Name: WOR 1/19/22 Quick Navigation

13 14

15

Projection Starting Point

@® Annual (@) Quarter O Trend

Recent Quarterly Figures

FY2021 QuarterEnding (11/21)

Sales EPS
Latest Quarter 215

Year Ago Quarter. 1 -1.39
Percentage Chafige 68.6% 253.6%
Analyst Consensu> ousccs

Sales 2 Year Estimate:

EPS Long Term Est

Worthington
— Pre-Tax Profit I ndustri es: a

— Sales

— Prices HilLo
s EP'S

typical
example.

Historic sales
and earnings

Fundamental Company Data

Historical Sales (SM)

2,535

x| growth rates

Historical EPS (8)

1.65

are of limited

Pre-Tax Profit (3M)

177

value.
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Cyclicals That Pay Dividends

Dividend % Payout % High Yield
Per Share F/C*100 F/B*100
0.79 25.1%
0.83 26.9%
0.90 34.5%
0.95 67.4%
099 7.4%
32.2%
112 13.8%
EARNINGS RATIO: 7.1

Cyclicals will pay
dividends even when
earnings drop.
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Growth Cyclicals

« Some cyclical stocks will behave like
growth companies.

— Look like a growth company
— Analyze them like a growth company.
* Beginner investors who want to

invest in a cyclical should select a
growth cyclical.

21 OKI Tri-State Chapter Education




Graco Inc.
» Company: Graco (GGG) Study Name: GGG 1/19/22

This company
manufactures
Quarterly equi_pmgnt for many
cyclical industries.

They look like a
growth company
FY2021 QuarterEnding (09/21) but are cyclical.

Sales EPS

Latest Quarter 437 079 Historical
Year Ago Quarter I =T

Percentage Change 108% 19.7% )

018 2019 | = " |Gr.eth(w,
1653 1646

18 19 20 1.97i 2.00

' i
i 347 411 406

4751 97
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Selecting a Low Price

B. LOW PRICE - NEXT 5 YEARS
(a)Avg. Low PIE: - X Estimate Low Earnings/Share 2.49 = Forecasted Low Price: 0.0
(b) Avg. Low Price of Last 5 Years: 32.9
(c) Recent Market Low Price: 38.4
2019 Low Stock Price: 40.2 52 Week Low Stock Price: 64.3
2020 Low Stock Price: 38.4

(d) Price Dividend Will Support:  |ndicated Dividend = 0.84
High Yield 2.1%

Cyclical Stocks Choices

« For agrowth cyclical select Average Low Price: 4BDb.
 For acyclical stock select Recent Mkt Low Price: 4Bc.
— May want to look at low prices for last ten years.
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For more ways to learn:

Contact the
OKI Chapter Board for free One Hour “Classes to Clubs”
Attend one of our OKI Special Events or Webinars
Visit the LEARNING CENTER on your Betterinvesting.org

B BETTERINVESTING IS

OKI Tri-State Chapter .

Contact the OKI Chapter via email:

contact@okitristate.betterinvesting.net

Include presentation title in your subject line.
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