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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 
BetterInvestingTM National Association of Investors Corporation (“BI”). The views 
expressed are those of the instructors, commentators, guests and participants, as 
the case may be, and do not necessarily represent those of BetterInvestingTM. 
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. BI 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
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Price Chart
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Price has increased over 

5.6 times in the past 

three years
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FIVE
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Investor 

Relations site 

is Lively and 

Energetic

FIVE

• Value-oriented retailer

• Headquarters:  Philadelphia, Pennsylvania

• Mid–sized company

• 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
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FIVE – SSG – Section 1 
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Free cash flow is 

declining 

FIVE – SSG – Section 1
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Decline due to lower 

store traffic

Sales growth primarily from 

addition of new stores.  Organic 

growth averages ~ 2.9% 

Expect sales growth to slow 

some. EPS growth rate has 

slowed to rate near sales 

growth rate

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
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EPS Declining Since 2018
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EPS growth rate has 

declined the past 6 

quarters

EPS growth rate 

peaked in April 2018

FIVE – SSG – Section 1
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New accounting rule will add capitalized 

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

increase a lot because this company leases 

it’s buildings.

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?

FIVE – SSG – Section 3

11

Slowing EPS and Sales growth rates 

will likely temper enthusiasm and 

lower P/Es going forward

FIVE – SSG – Section 4

12

Buy Zone  68.5 – 106.2

Risk/Reward  2.1 to 1

Case could be made for average low P/E of 20
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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, I would recommend add to 
Watch List.

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