Five Below (FIVE)

five BE Low Poll Question

v Five Below
= Five Below is new to me
= Heard of Five Below, have not studied it
= Completed SSG study of Five Below

v aron ) & Study by SmallCap Informer,
BETTERINVESTING [ § s
Empowering Investors Since 1951 g Joan Loken
g Director, Rocky Mountain
Chapter
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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 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.

+ This session is being recorded for future use.
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fiV@ BEI°W 1818 market street, suite 2000 philadelphia, pa 19103 t 215-546-7909 fivebelow.com
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five BELW

' 50% of Sales: Leisure (sporting goods, games, toys,
technology items, books, electronic accessories, arts and
crafts)

' 30% of Sales: Fashion & Home Merchandise
(personal accessories, attitude t-shirts, beauty
merchandise, home goods & storage products)

1 20% of Sales: Party & Snack Goods (party and
seasonal items, greeting cards, candy, snacks, and #Z-3

beverages) »
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five BELLW
v Stores target teens & pre-teens

v Half of shoppers are 18 or older

b Stores attract a broad spectrum of income levels
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Comparison of Cumulative Total Return

«« 4.+ NASDAQ GLOBAL COMPOSITE

=4~ NASDAQ US BENCHMARK
RETAIL INDEX

7/18/12 2/113 13114
Source: 2015 Five Below Annual Report
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Growth Analysis
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» Company: Five Below (FIVE) Study Name: FIVE 12129116

Recent Quarterly Figures
FY2016 QuarterEnding (10/16)

Sales EPS

Latest Quarter 198 0.10
Year Ago Quarter 170 0.08
Percentage Change 17.6% 25.0%
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five BEIW

Source: 2015 Annual Report

. Existing Store Locations
A Existing DC Locations
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Where is Five Below in it's Life Cycle?

| Life.Cycle of .
A Successful

Recent Quarterly Figures

FY2016 QuarterEnding (10/16)

Latest Quarter o010

Year Ago Quarter o008

g - Opomnly |
20-50% . :
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five BELW

+ SmallCap Informer — Estimates Next Five
Years

five BELW

+ SmallCap Informer — Estimates Next Five
Years

= Revenue growth 15%

= Net store growth 13% and same-store sales
growth 2% annually

= Company’s plan for online presence not
factored in
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» Company: Five Below (FVE) Study Name: FIVE 11117 SCI
|

Projection Starting Point
D Annusl ® quarer O Trend

BT 4 Recent Quarterly Figures

FY2018 QuarterEnding (10/18)

Latest Quarter
. Year Ago Quarter
-t Percentage Change 17.8% 25.0%
Analyst Consensus Estimates

Sales 2 Year Estimste 200%
EPS Long Tarm Extimats Nere.

nas‘ 1 us‘ 257.6% ‘I
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Small Talk

= Achieve margin expansion via economics of
scale as company is still relatively small

= Expect modest growth in common shares
outstanding

= EPS growth, 17%
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five BEPW

[+ Pre-tax profit on sales has grown steady over
past five years

Quality Analysis = 2015 finished at 11.1%

= Five year average 9.8%

Evaluate Management

% Pre-Tax Profit on Sales

% Earned on Equity

% Debt To Capital
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» 3. PRICE EARNING S HISTORY as an indicator of the future

CLOSING PRICE (12114/2016): 0.8¢ HIGH THIS YEAR: 5270 LOW THIS YEAR: 31.45

Dividend % Payout % High Yield
- L] X 0.00 0.0%
Valuation Analysis |

0.00] 0.0%
0.00]

CURRENT PRICE EARNINGSS RATIO: 35.0

AVERAGE PRICE EARNINGSS RATIO: 514

SmallCap Informer — Capping High
P/E at 30 for next five years
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» Determine Low Price - Next 5 Years Potential Ga

763 Foracastad High Pricy

Select Low Stock Price F t-

- Your Low Stock Price Forecast: 290

® LowP/E X LowEPS Forecast
Average Low PIE Forecast 250 [X Low EPS Forecast 116
5 Year Average Low P/IE.  40.2 ast4 Qir EPS: 1.16 ClosingPrice (12/14/16). 40.64
5 Year Average PIE. 514
CumentPE: 35.0

- Recent Market Low Price; | 26.9

2014 Low Stock Price: 32.0 52 Week Low Stock Price: 31.5

2015 Low Stock Price: 26.9 il

D.UPSIDE DOWNSIDE RATIO (POTENTIAL GAIN VS. RISK OR LOSS)
® . L ) Forscasted W Prie - Copng Pree = (183 - 4004 =
' Average Low Price of Last Five Years: y )

Closing Pres - Forecasted Low Pree 084 - 20.0)
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» 5. FIVE-YEAR POTENTIAL

C.COMPOUND ANNUAL RETURN - USING FORECAST HIGH PIE

Annual Appreciation 13.4%
Average Yield 0.0%
Annuslized Rste of Retum 13.4%
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Five Below (FIVE)

Research Other Sources

1 Annual Report — 10K
+ Quarterly Report — 8K
Additional Research + Other analysts

+ Competitors

» Recent News
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Competitive Strength Store Openings

. +/ 2014 - 62 stores
' Unique Focus on the Teen and Pre-Teen Customer

. - 1 2015 - 71 stores
Exceptional Value Proposition for Customers

. ) . ) ' 2016 — 85 stores
! Differentiated Shopping Experience

. ) '+ 2017 — moving into Southern California
' Powerful and Consistent Store Economics

. . . X . '+ Funding of store openings
' Highly Experienced and Passionate Senior Management Team with

Proven Track Record Cash on hand
Net cash from Operating Activities
Borrowings from Revolving Credit facility
— source: Annual Report Pay down borrowing at end of year with earning during peak
season
o —source: Annual Report
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Store Layout & Design

29

Unique and engaging in-store atmosphere

Easy-to-navigate race track flow and sight lines across the store
Easy to identify category worlds

Sound system playing popular music

Employ novel and dynamic techniques to display products
Encourage hands-on interaction with products

Create upbeat and vibrant shopping experience
= —source: Annual Report
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31

Two distribution centers
= New Jersey
= Mississippi
= From time to time will use third party warehousing

Works with vendors to reduce packaging

Use contract carriers to ship product 2 to 4 times per week to stores

= —source: Annual Report
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Sourcing

800 vendors

No vendor represented more than 7% in 2015
67% is domestically sourced vendors in 2015
No long term or exclusive agreements

4000 products in each store

= —source: Annual Report
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Marketing

Use newspaper, television, digital, mobile/social and digital circulars
during peak selling seasons

Strong visibility and the presence of our store locations, email
messaging and community fundraising

New store openings - create an engaging grand opening event that
includes contests, giveaways and signature “Five Cent” hot dogs

Aim to execute multiple store openings in a given new market on the
same day to leverage marketing efforts

Use website and social networking sites to highlight featured
products, value proposition, store locations, employment
opportunities, and grand openings
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Competition

33

“Retailers including discount, mass merchandise, grocery, drug,
convenience, variety and other specialty stores with both physical
locations and online stores” — quote from annual report

FIVE doesn’t name any specific retail company
FIVE advantage - $5 pricing or below, select brands, licensed
merchandise

targeted teen and pre-teen customer

unique merchandising strategy and high-energy concept

ability to respond quickly to trends and changing customer
demands

o —source: Annual Report
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Recent News _ Capitalcube

Investment Outlook

Five Below, Inc. has a fundamental score of 94 and has a relative valuation of OVERVALUED.

Peers:
Fred’s,
Fundamental Score Class A,
Big Lots,
Dollar Tree,
Dollar General
and Gordmans
Stores
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Risks

Growth dependent on ability to open new profitable stores
Unavailability of attractive new store locations

Disruption in ability to select, obtain, distribute and market
merchandise at attractive prices

Retail landscape is changing

Disruption to distribution network
Profitability is vulnerable to inflation
Dependent of success of shopping centers

Extreme weather conditions

= —source: Annual Repon R S
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CapitalCube - Company Overview of Five Below

Trades at a higher Price/Book ratio (7.99) than its peer median (3.72)

Outperforms its peers with a relatively faster revenue and earning
growth rate to peers

= suggest superior growth expectations
= suggest that its high operating returns are sustainable

FIVE-US has relatively high profit margins vs peers

Higher pre-tax margin suggests tight control on operating costs vs.
peers

Level of capital investment seems appropriate to support the
company’s growth
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http://online.capitalcube.com/#!/stock/US/NASDAQ/FIVE

Five Below (FIVE)

Morningstar Recent News — The Street

Key Stats FIVE

Jim Cramer's 'Off the Charts': 4 Teen Apparel Retailers Whose
Ind Avg Relative to Industry ..
Price/Earnings TTM 48.7 | Stocks Look PrOmISIng

13 . 2 . . . . N
Price/Bool 82 Cramer says the only teen-oriented retailer he's been interested in

| - | . .
Price/Sales TTM 20 is Five Below(FEIVE) , whose wares sell for $5 or less.

Rev Growth (3 Yr Avg) 12.3
Net Income Growth (3 Yr Avg) 17.3
Operating Margin % TTM 7.2
Net Margin % TTM . 4.2
ROATTM 5.8
ROE TTM

Debt/Equity
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Recent News - Motley Fool

* Why Five Below Inc Stock Jumped 24% in 2016

v The discount retailer surged on strong earnings growth to recover
losses from 2015.

s SmallTalk BETTERINVESTING o SmallTalk BETTERINVESTING

The Leader In Investment Educacion

The Leader In Investment Educacion

Rocky Mountain Small Talk, January 17, 2017


https://www.thestreet.com/quote/FIVE.html

Five Below (FIVE)

Online SSG Tool
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Poll Question

'+ Five Below
= Have no interest in this company
= No interest in retail stocks
= Has interesting prospects
= Will research further for consideration
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Thank you

For allowing us to share
this stock study
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