Investing In the
Stock Market: Series




Review from last session!

Stock Market - Why should we invest in it at an early age!
Benefits for investing in the stock market!
What type of accounts are best for you?

How to diversify your portfolio ?

Value over time! Be Patient and let it ride!




Analyzing Stocks

How do we pick the best stocks for your portfolio and investments?

Investing can be lucky sometimes, however there are some research data that you can analyze
and see what the company is like financially and how it can trade in the future!!

You can look at many websites but here are some of the following:

Yahoo Finance

Bloomberg

Globe and Mail Investments
CNBC




By the Numbers!

Here are some of the basic numbers/statistics we tend to look at:

P/E Ratio

Dividend

52 Week Low & High
Volume

Price to Book Ratios
Debt to Equity Ratios
Balance Sheets
Income Sheets

Cash Flows




P/E Ratio

Arguably the most important stat to analyze to see if its a good company!

® Ratio between price of stock and company earnings. IMPORTANT! Good to determine if the
stock is a good value or not.

o
o
o
o

Great P/E is from 10-20 (Income Stocks)

Great P/E is from 30-40 (Growth Stocks)

Higher P/E ration can mean too pricey and could drop the stock price
No P/E Ratio means that there is net loss !

- These are very subjective ratios - at times the market can be driven by PE and at other times
that is a very unimportant ratio , and some other driver is moving the markets , either micro
events - like a sector being in vogue or macro events , wars , interest rates , pandemic etc ...




Dividends

® Payments to stockholders. Not all companies have dividends — the higher the better!
® Keep an eye on dividend dates as sometimes you can get an extra payout from the company
e Yield is the reference to what percentage that particular dividend is of the stock price. Always
will be changing since stock price is each day. Companies with zero dividends will have no
yield
e If you have positions in higher dividends companies, then you will receive more payouts each
year.... Some investors could make up to $10000+ in dividends!
We have a bias towards dividend paying securities of all sorts - we invest with a thesis of
getting paid to wait for investments to play out vs waiting to get paid when and investment

gets sold

If my target objective is a 7% return and | can make a 5% dividend then | only need the market
to give me an additional 2 % to achieve my target




52 Week Low & High

® 52 Week High — What was the high in the last year? Has it gone down? Is it on the uprise? If
so, is it too late to invest?

® 52 Week Low — What was the low in the last year? Was it overvalued and it dropped? A major
issue happen? Has it recovered or will it?

Looking at the charts and graphs over time can be useful!

Common sense here - we do look at these numbers to see where the market sees “value”




Volume & Market Cap

® Tells how many shares are being traded that particular day (Buy and Sell).

® |f a company has a high volume of shares, it could be a great company, however investors
might be selling driving the price down.

® Compare volumes for the last few trading days to see why it is happening

e Market Cap is the volume of outstanding shares x the share price




Price to Book Ratio

e Is afinancial ratio used to compare a company's current market value to its book value

In other terms, it looks at the company’s market value (Share price X outstanding shares) and
the net assets of the company (book value)

e A value less than 1 is better for companies.




Debt/Equity Ratio

e Is a relative proportion of shareholders' equity and debt used to finance a company's assets
e In other words, it looks how much liability a company has over their equity of the company.
e Alower ratio is better (80% is less) since it shows that there is less debt and more equity in the

company
e As mentioned previously ratios come in and out of favour — with todays interest rates very high,
how much debt a company has on its books is being looked at much closer than when rates
where very low and servicing debt was not that difficult.
e Same problem you and | have with debt, just add some zeros for a bigger entity




Balance Sheet Statements

e Assets - Liabilities = Equity
e Total Assets — increased from prior year?
o  What do they own?
o Assets stronger over time? 3 months? 1 year?
e Inventory — higher or lower? Sales are flat and inventory growing — its bad!
e Debt — biggest weakness (DEBT SHOULD NOT BE GROWING)
o  What do they have to pay? Long-term debts?
o  Over time, are they rising faster than assets? Compare periods.
Derivatives — are they using derivatives? If so, for what?
e Equity — Net worth increasing? Assets go up/Liabilities go down?
o Positive is that it's still growing




Income Sheet Statements

Sales — increasing over time?
o  How? New products/services?
o  Core sales should be increasing
o Odd items to calculate sales? Look into it if weird
o Look at account receivables
Expenses — rising is not good. Flat or lower is better
o  What are the expenses? Any new ones adding on?
o Some expenses are too high?
o  Unusual items been expensed?
Research and Development
o Company has an RD. is it positive for the company?
Earnings — Higher than before?
o Did the company make a profit?
o  Check periods over time




Cash Flow Statement

® How much cash the company has and uses in a time period
® Cash can be used to buy assets, pay off loans and debt within the year
® Free Cash Flow is how much cash is left over after a company pays for its operating

expenses and etc.
o MORE CASH FLOW - HEALTHIER THE COMPANY

® Free Cash Flow (FCF)/ ?? (EV) = Yield (should be less than 5%




Tax Reference Sheet 2023
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Tax table by province (2023) Registered Education Savings Plan (RESP)
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VOlatlllty and Return an analysis of rolling periods (January 1, 1935 - December 31, 2021)

1-year rolling periods 3-year rolling periods 5-year rolling periods 10-year rolling periods 20-year rolling periods

The below chart shows that the longer the holding period, the lower the historical likelihood of loss.
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Conclusion

Important Statistics:

Dividends

P/E Ratio
Debt/Equity Ratio
Price to Book Ratio




