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

This session is being recorded for future use [ 2 ]
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g @ * Value-oriented retailer

24% * Headquarters: Philadelphia, Pennsylvania

FY13.8 Sales * Mid-sized company

Five Below is a unique
investment opportunity Investor

Investor
Relations site ) Domniond por
is Lively and
Energetic

* Caters to teens and preteen customers
* 900 stores in 36 states
* 51% of sales — sporting goods, toys, electronics
* 31% of sales — beauty, accessories, home goods, storage
* 18% of sales — party, snacks, candy, beverages
* Added two new pricing categories - $5+ and $10 below
* Plans to add 180 stores in 2020 [ . J

Presentation

+ Leading high growth retailer
+ Long runway for unit growth
+ Compelling new store model
+/ Consistent performance

+ Benefits from scale

Five Balow, lac. Aanounces
Holiday Sales Results for
Quarter...

FIVE - SSG - Section 1

Sales growth primarily from

A i e s addition of new stores. Organic

growth averages ~ 2.9%
FY2019 QuarterEnding (10/19)
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Sales 2 Year Estimate: 21.1%
EPS Long Term Estimate:

2014 2015 2016 2017 2018 |Growth(%) Forecast (%)

Fundamental Companv D.

Historical Sales (SM) 680 832 1000 1278 1560  232%
Historical EPS ($) 088 105 130 184 266 320%

Free cash flow is Pre-Tax Profit ($M) 7 93 114 159 192 26.8%

declining Sales are expected to advance 18%.

Lower full year EPS guidance of $3.07-$3.10
Implies growth of 15%-16%.

180 new stores planned for 2020,
representing a 20% unit increase

Expect sales growth to slow
some. EPS growth rate has { 8 J
slowed to rate near sales

growth rate
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EPS Declining Since 2018 FIVE = SSG - Section 1

EPS growth rate has Evaluate Management

declined the past 6 2014 2015 2015 2017 2018 | S¥rAvg | Trend |

g
quarters % Pre-Tax Profit on Sales M.3% 1A% 1M.4% 124% 12.3% M7% _‘
% Return on Equity 345% 287% 257% 267% 282% 28.8% P

% Debt To Capital 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% ‘

EPS growth rate
peaked in April 2018

FIVE has been adding new stores and
maintained zero debt. With declining cash
flow, will FIVE need to take on more debt to
add 180 new stores?

New accounting rule will add capitalized

leases as debt. So in the 2019 year, debt will

% c [ 9 ] increase a lot because this company leases [ 10 ]
it’s buildings.
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FIVE - SSG - Section 3 FIVE - SSG - Section 4

4. EVALUATING RISK and REWARD over the next 5 years

HIGH THIS YEAR: 143.22 LOW THIS YEAR: 9552 A. HIGH PRICE - NEXT 8 YEARS

Avg. High P/E: 350 X Estimate High Earnings /Share: 8.27 = Forecasted High Price: | 2194 |

+ Price/Earnings Chart

} B. LOW PRICE - NEXT 5 YEARS

Slowing EPS and Sales growth rates L R |
will likely temper enthusiasm and TR IR Case could be made‘ for average low P/E of 20

2018 Low Stock Price: 60.0

lower P/Es going forward
(d) Price Dividend Will Support Indicated Dividend = 0.00 - e

High viela
D Selected Forecasted Low Price: | 6a.5)
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High Low Per Share HighA/C LowB/C Buy Zone: 60.5 10 106.2
Hold Zone: 106.2 10 1817
2014 479 320 0.88 544 364 Sell Zone 181.7 to 2194 Buy Zone 68.5 —106.2 |
2015 415 269 105 395 257 Closing Stock Price of 116,60 1s In the zone
; : Risk/Reward 2.1to 1 |
2000} 3.5 SN e 0.0 202 D. UPSIDE DOWNSIDE RATIO (POTENTIAL GAIN VS. RISK OR LOSS) | /
2018 136.1 60.0 2,66 51.2 226 Forecasted High Price - Closing Price = (219.4 - 116.60) = 102,85 =21 To 1
AVERAGE 376 454 259 [ 11 ] Ciosing Price - Forecasted Low Price (11660 - 68.5) FTET) [ 12 ]
CURRENT/TTM 2.74 E. PRICE TARGET (Note: This shows the potential market price appreciation over the next five years in simple interest terms )
Forecasted High Price = 219.4 = (18821 X 100) = (188.21 - 100) = BE.2% Appreciation
AVERAGE PRICE EARNINGS RATIO: 35.5 CURRENT PRICE EARNINGS RATIO Sisting Frice ENEe0
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FIVE - Conclusion

At this time, FIVE is overvalued with the P/E trading near the
average high P/E. FIVE is an innovative, well managed company
with good long-term prospects.

Establishing a recommended buy below price is difficult with
ranges from $116 (5-year average P/E * TTM EPS) to $96,
depending on assumptions growth and future P/Es.

FIVE is overvalued at this time, | would recommend add to
Watch List.

BUY on a significant dip. Place a limit order to purchase at
$100.

()
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