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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™. 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. BetterInvesting 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.

National Association of Investors ™, Betterlnvesting™ and the Betterlnvesting™ Icon are
trademarks/registered trademarks. All rights reserved. © 2021 BetterInvesting™.

We may be recording this session for our future use.
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Gross Profit Margin

Gross Profit Margin =

(Revenue — Cost of goods sold) / Revenue

Derived from income statement

Rocky Mountain Chapter

Classified as one of the profitability ratios
Reveals fundamental business quality
Indicates scalability potential

Signals pricing power

n BETTERINVESTING

Harder to manipulate metric

https://www.betterinvesting.org/chapters/rocky-mountain

Operating Margin
Operating Margin =

Operating income / Revenue

Operating Income = Revenue — Cost of goods sold —
Operating Expenses

Rocky Mountain Chapter

Derived from income statement
Measures how efficient the company manages its operations

Excludes any impact of financing decisions and taxes

B BETTERINVESTING

Better indicator of sustainable earnings than net margin and is less
affected by non-operational items

https://www.betterinvesting.org/chapters/rocky-mountain
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Current Ratio

Current Ratio =

Current Assets / Current Liabilities

Rocky Mountain Chapter

Derived from balance sheet statement
Measures a company's ability to pay short-term obligations

Indicates short-term financial health

n BETTERINVESTING

Shows working capital efficiency

https://www.betterinvesting.org/chapters/rocky-mountain

Debt to Equity Ratio

Debt to Equity =
Total liability / Shareholders’ equity

Rocky Mountain Chapter

Derived from balance sheet statement
Reveals financial risk profile

Affects the quality of return on equity

B BETTERINVESTING

Higher leverage means higher borrowing costs which affects
company’s ability to generate attractive returns over time

https://www.betterinvesting.org/chapters/rocky-mountain
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Free Cash Flow Yield
FCF yield =
Total liability / Shareholders’ equity

Derived from cash flow statement
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Shows real value generation
Reveals true return potential

Indicates capital allocation flexibility
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Forward looking

Filters out accounting noise
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Make A Difference!

Have you benefited from Betterlnvesting?

Introduce our unique
investment education to others!
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Share Betterlnvesting materials
with your family and friends!

Betterlnvesting.org/InvestBetter
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