STOCK
' SUPERSTARS
4 REPORT

Harnessing the
Power of "Guru”
Investors

John Bajkowski
Lead Analyst & Editor
Stock Superstars Report

Harnessing the Power of "Guru” Investors

e Overview of the Stock Superstar Report Genesis and
Approach

e Overview of the Four Current SSR Strategies
e Present Relative Performance
e Example of Idea/Holding From Each Approach




Popular Approaches
e AAII has examined the characteristics of successful
investors (Guru) and common factors

e AAII's superstar guru screens are inspired by their
works and philosophies
- The passing companies do not necessarily reflect stocks
they would invest in
e Tracking performance of our interpretation of these
approaches on AAIl.com

e Tables of companies passing screens and
performance results available on AAIL.com within
“Stocks” section of site
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AAIL the American Association of individual Investors

Looking to Lakonishok for Latent Gems

Sto c k by John Bajkowski

- « Josef Lakonishok is a professor who became a meney manager
« The long-term performance of AAIl's screen based on Lakonishok's approach has been strong
eamings estimates
P t d Value investing consists of buying unappreciated or ignored stocks at attractive prices. Value investors seek
r e s e n e stocks that are aftractively priced relative to some measure of intrinsic worth—for instance, they look for stocks
seliing at temporarily low multipies of price relative to book value, cash flow, eamings or sales. The idea is that,
- while these stocks may be beaten down, eventually the market will realize the worth in these firms and prices will
I n A A I I nse While value investing has historically outperformed the more glamorous growth investing approach, the
‘approach can also fall out of faver at times.
In the book ‘Investment Titans™ (McGraw-Hill, 2001), Jonathan Burton talks with a value investor who made a
J o u r n a name for himself, first in the reaim of academia and then in the investment management arena: Josef Lakonishok
This professer-tuned-money manager is one of the founding principals at LSV Asset Management. Other firm-

founding principals include fellow academicians Andrei Shieifer and Robert Vishny. The firm's philasephy is to buy
out-of-favor companies that are beginning to shaw signs of awakening

Over the long run, according to Lakonishok, value outperforms grovith because investors don't expect much from

it When a value stock does better than expected, investors are pleasantly surprised and are more apt o reward
I h e o ry & the company by bidding up the stock

In contrast, Lakonishok believes investors expect too much from grovitn stocks. it is unrealistic to believe strong
growth lasts forever. Eventually, the company will miss an eamings target or lower its eamings guidance, and the

I d e a s ‘market will punish the stocic price

‘We developed the AAIl L akonishok screen in AAll's fundamental stock screening and research program Siock
Investor Pro. Our screen is an interpretation of Lakonishok's methodology, as outlined in “Investment Titans " AAIl
members can also access the screen and its passing companies on AAN.com.

« The Lakonishok screen seeks mid- and large-cap firms that have:
« Price multiples that are lower than the respective industry noms;
= Riging price momentum; and

« Upward eamings estimate revisions.

Investors Screen Performance
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AAII Stock Screens

Screens can help to identify and analyze stocks in an
organized, systematic and disciplined fashion

Passing companies represent candidates for consideration
which capture the style of each approach

Challenge of establishing portfolio management rules
consistent with each approach

Challenge of selecting approaches which are
complimentary with each other




Discipline Is Key

e Even the best stock selection strategies will go through
periods where they underperform the market

e Having the discipline and perseverance to stay the course
through these periods is essential to profiting from these
strategies

e Majority of investors fail to beat market averages
because they do not follow a disciplined approach

The Stock Superstars Report

e Take the “best of the best” from AAII stock screens

e Approaches that have performed well over the long-term
and various market environments

e Differing investment styles that perform better at
different points in the market cycle

e Quantitative (rules-based) buy and sell decisions
e Combine into a diversified portfolio
- Style diversification

- Sector/industry diversification
- Size diversification




[AAIl Stock Screen Performance History (1998 - August 2024) %
Average Annual Risk Price Monthly % Yrs
Price Gain/(Loss) (%) Adj Bull MktBear Mki Max Variability of Above Risk o Std 2 r2 r2 2 r2|r2 r2|r2 r2

1 3 5 10 20 25 Since Return 4/2020- 1/2022- Draw- Largest Pos S&P Index '@ Dev [S&P S&P S&P |S&P 500 |S&P Mid |S&P Sma|
Strategy Yr Yr Yr Yr Yr Yr Incep (%)  12/2021 9/2022 down Gain Loss Yrs 500 x) & (%) | 500 Mid Small|Grth Val |Grth Val |Grth Val
Buffett: Hagstrom 20.4 56 168 114 123 128 13.0 126 113.4 (23.6) (42.3) 16.0 -19.0 85 74 1.13 30 17.4 89 84 |84 84([8 86|84 81
Buffettology: EPS Growth 28.4 70 193 125 121 123 10.9 105 113.2 (27.4) (48.9) 16.0 -20.8 85 74 1.26 33 195 | 86 88 [ 81 83|89 83|88 8
Buffettology: Sustainable Growth 24.6 79 248 156 137 135 125 117 131.2 (22.8) (43.6) 17.7 -20.4 85 67 1.31 21 203 |84 89 8 |79 828 86|8 84
Dreman 6.1 (6.3 (1.3) 09 46 74 67 6.1 .7 (31.1) (59.1) 23.9 -31.4 63 52 1.28 18 199 [ 71 80 76 [59 80|72 84|72 76
Dreman With Est Revisions 15.2 89 136 113 141 149 141 125 121.5 (23.8) (46.3) 30.9 -34.0 89 70 1.47 7 227 |67 74 70 | 58 72 (68 76| 67 69
Driehaus 48.9 4.2 9.0 111 149 107 11.3 10.0 80.6 (23.1) (73.6) 51.3 -34.3 63 56 2.26 8 349 | 53 59 65 | 53 47 [ 63 52| 68 59
Driehaus Revised 248 122 142 99 175 182 172 126 156.3 (17.7) (57.5) 85.8 -549 70 63 2.25 9 348 |45 55 60 | 42 43([57 50|61 54
Fisher (Philip) (9.6) (10.7) 27 53 36 49 53 11 30.8 (3.4) (59.9) 32.8 -27.9 48 33 2.13 9 330 (62 64 61 59 60|64 61|62 60
Graham—Defensive Inv (Non-Util) 5.2 25 104 40 110 125 122 113 89.6 (22 7) (52.1) 25.8 -18.3 81 63 1.36 17 21.0 [ 71 81 82 [61 76|75 83|78 84
Graham—Defensive Inv (Util) 10.2 0.9 2.5 3.3 56 6.0 59 58 16.0 5.8) (32.3) 14.0 -13.7 74 48 1.04 8 16.0 (48 51 45 | 36 57|44 56| 42 47
Graham—Enterprising Inv Rev 88 216 327 135 195 194 191 148 176.7 6) (60.2) 36.4 -224 74 67 175 3 272 |54 60 62 |43 61[53 65|58 64
Kirkpatrick Bargain 14.7 44 101 2.8 90 77 58 45 114.4 (22 1) (53.0) 28.7 -29.7 67 48 1.4 16 218 [ 62 70 69 [54 65|66 70| 68 67
Ki ick Growth 18.5 58 173 9.0 13.0 132 126 109 130.1 (7.4) (58.2) 64.1 -23.1 59 56 1.90 10 295 [ 47 56 58 [ 48 41|62 46| 61 53
Kirkpatrick Value 350 18.6 312 106 12.0 122 10.0 95 2257 (13.7) (63.6) 49.0 253 63 56 _ 2.08 2 323 |37 43 44 |29 41|39 45|40
Lynch 182 145 7.2 2.6 61 88 82 80 59.9 (2.7) (53.5) 18.9 -28.1 74 48 1.25 20 193 [ 66 72 70 |58 69|67 73|67 68
Mut 19.7 71 264 128 (0.0) 41 3.0 (0.8 207.9 (15.7) (84.2) 30.5 -27.7 67 56 1.62 9 251 |59 66 69 |50 64|61 69]|66 70
Neff 16.2 3.7 7.7 4.5 82 137 136 11.8 101.6 (29.1) (61.0) 32.6 -31.3 74 59  1.63 13 252 [ 76 83 82 [66 80| 77 85|79 82
[O'Neil's CAN SLIM 21.8 6.0 21.2 95 141 191 183 143 141.6 (13.8) (39.1) 69.6 -23.1 70 67 1.76 3 272
[O'Neil's CAN SLIM No Float 50.2 25 113 9.7 8.9 132 125 11.6 93.9 (23.7) (64.2) 23.5 -35.5 85 56 1.34 10 208 | 64 68 67 [62 58|70 6270 62
[O'Neil's CAN SLIM Rev 3rd Ed 21 (196) (4.3) 106 101 152 144 119 81.6 (43.6) (57.6) 52.7 -26.7 67 52 1.90 7 294 |43 49 50 |46 34 [ 54 41)|53 46
[O'Shaughnessy: All Cap 173  (3.8) 8.0 4.5 76 96 99 095 147.4 (30.0) (55.6) 24.0 -32.0 70 44 1.59 17 247 | 72 80 80 [60 78 (72 8575 82
[O'Shaughnessy: Growth II 359 181 302 156 143 16.6 154 13.0 235.4 (38.7) (57.2) 45.0 -285 85 63  1.60 50 248 |68 79 82 |61 6977 77|81 80
[O'Shaughnessy: Grth Mkt Leaders 271 12.0 131 10.6 93 77 80 78 62.4 (5.0) (52.7) 20.7 -18.6 78 48 1.1 10 187 [ 77 79 74 [70 77|78 77|73 74
[O'Shaughnessy: SmCp Grth & Val 13.7 4.7 287 167 161 17.7 17.5 13.6 421.2 (20.9) (55.0) 77.9 -30.2 78 67 1.84 23 286 | 55 66 70 | 48 57 [ 63 65| 68 69
[O'Shaughnessy: Tiny Titans 241 223 390 203 165 232 239 16.8 279.6 (1.9) (67.5) 37.4 -359 81 78 1.91 25 296 [ 62 69 73 |57 61|68 67|72 71
[O'Shaughnessy: Value 19.1 3.5 9.1 3.4 37 49 51 3.9 83.7 (18.3) (69.5) 22.0 -23.8 70 41 1.28 50 199 |83 82 76 |68 9173 87|72 78
Piotroski: High F-Score 143 (48) 24 (9.00 7.7 135 134 1141 165.3 (28.8) (84.8) 43.1 -42.0 70 48 2.06 12 319 | 561 58 59 [44 55|53 6055 59
Rule #1 Investing 304 (22) (23) (45 49 59 58 22 78.3 (54.4) (72.3) 443 -54.2 67 41 2.14 7 331 |66 68 65 |62 65([65 67|64 62
[Schioss 90 (0.2) (41) (46) (08 24 39 (1.5 2.6 (38.9) (77.1) 319 -40.4 56 30 2.04 10 316 [ 47 49 51 [44 46|45 50 (48 51
T. Rowe Price (35.3) (334) (16.0) (3.7) 35 50 61 3.6 142.9 (51.8) (74.4) 33.5 -32.6 63 44 1.89 7 293 |48 52 50 | 46 46 [ 50 50 | 50 46
[Templeton 262 159 104 7.2 95 92 90 90 76.5 (17.1) (45.5) 21.3 -37.6 78 56 1.45 10 224 |71 77 73 [66 71 (74 76 (71 69
Wanger (Revised) 20.5 6.4 9.9 5.8 89 90 76 70 45.0 (13.0) (51.3) 22.8 -19.8 63 63 1.44 18 224 |75 82 8 [70 73 (80 80(8 81
Weiss Blue Chip Div Yield 11.5 7.3 10.0 6.7 87 99 91 9.1 49.8 (11.7) (434) 16.0 -169 81 59 1.29 4 200 |72 76 73 [63 7570 78 (70 73
[Zweig (19.1) (28 25 (0.0) 3.1 10.0 125 11.0 47.2 (14.1) (57.0) 32.7 -24.2 70 56 1.77 4 275 |57 63 58 | 51 58| 61 61|57 59
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Meet the Stock Superstars

William O’Neil

- Fundamental & technical approach for identifying promising
growth stocks

David Dreman

- Value investing with an earnings revision & surprise twist

James O’Shaughnessy

- Factor-based approach for value, financial strength & earning
quality

John Neff

- A contrarian “total return” approach

Association of
Individual
Investors




Featured Stock Superstar:
William O’Neil

William O’Neil’s Story

Started his career as a stockbroker in 1958

In 1963, O’'Neil bought a seat on the NYSE (the youngest at the time ever to do so) and
founded William O’Neil Co.

- The company developed the first computerized daily securities database
In 1972, Daily Graphs was created by O’Neil as a printed book of stock charts delivered
weekly to subscribers (now called MarketSmith)

Pioneered the use of historical precedent to analyze equities in tandem with fundamental
and technical analysis

O'Neil identified seven basic factors that occurred over and over again and in 1971, he
summarized, adapted, and published his findings as “The Model Book of Greatest Stock
Market Winners”

- The approach eventually became known as CAN SLIM

Realizing the need to deliver his time-sensitive information ahead of the competition, in
1973 O’Neil founded O’Neil Data Systems, a high-speed printing facility that pioneered
the field of database publishing using state-of-the-art computer technology
In 1984, O'Neil designed and launched Investor’s Daily (later renamed Investor’s
Business Daily)

Author of the book “"How to Make Money in Stocks: A Winning System in Good Times or
Bad,” which is in its fourth edition




O’Neil Approach: CAN SLIM

|“ | e William O’Neil developed his growth
\NE 75 stock approach through study of
VEANL E57 company characteristics prior to their
INE big stock price increase

| e Approach presented in Second
Edition of "How to Make Money
in Stocks: A Winning System
in Good Times or Bad”

e C: Current quarterly EPS

- Strong and improving quarterly EPS performance
e A: Annual EPS

- Increase in EPS for each of the last five years

- Strong annual growth rate of 25% or greater over the last five
years

e N: New company, product/service, industry trend
or management

- Catalyst to start a strong price advance
- New product or service, management team, technology
- Stocks reaching new high after consolidation period




e S: Supply & demand
- Firms with a smaller number of shares outstanding should
increase more quickly
e L: Leader or laggard
- Look for market leaders in rapidly expanding industries
- Use relative strength to identify market leaders

e I: Institutional sponsorship

- Buy stocks being heavily bought by institutional investors &
avoid those they’re heavily selling

- Institutional investors are primarily mutual funds, but also hedge
funds, banks, pension funds, insurance companies and other
large institutions

- “Ride their coattails”

e Only buy stocks in a market uptrend & take defensive
action as a downturn begins

e M: Market Direction

— The "M” in CAN SLIM stands for market direction

e Stay in sync with the direction of the overall market—Nasdaq
composite, S&P 500 index, etc.




When to Sell

e O’'Neil believes that the stock price will reflect changes in
fundamentals long before a company reports them

e When buying a stock, focus on both fundamentals and
the chart action

e Decelerating YoY EPS growth over multiple quarters is
O’Neil’s primary fundamental sell rule

Relative Performance to S&P 500
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O'Neil Analysis

Priceas% % Rank- EPS EPS
Portfolio Portfolio of 52- Rel Relative Cont- EPSCont- Cont- EPS
Addition Addition Current Week Strength  Strength Growth Growth Growth Increases
Ci Ticker Date Price Price High 52-Week FromHigh YoYQl YoYQ2 5Y 7yrs Sector: Industry

ADMA Biologics Inc ADMA  08/2024  $18.19  $19.46 95.5% 99% 0.97 533.3 351.6 383 6 Health Care: Biotechnology
Hawkins Inc HWKN 01/2024  $66.55 $129.79  101.3% 94% 1.03 232 20.5 25.8 6 ials: Chemical
Tradeweb Markets Inc ~ TW 12/2023 $91.41  $126.34  100.5% 84% 1.03 31.0 40.5 NMF 5 Financials: Capital Markets
Fair Isaac Corp FICO 10/2023  $856.06 $1,921.45 97.9% 95% 0.99 (0.6) 29.0 33.1 5 Information Technology: Software
Deckers Outdoor Corp  DECK 09/2023  $86.11  $157.27  85.2% 91% 0.80 87.3 43.0 27.0 6 Consumer Discretionary: Textiles, Apparel & Luxury Goods
UFP Technologies Inc UFPT 10/2022  $94.00  $309.50 84.5% 92% 0.86 12.9 29.1 24.7 5 Health Care: Health Care Equipment & Supplies
Microsoft Corp MSFT  05/2020  $173.65 $418.36  89.3% 72% 0.87 9.7 20.0 18.5 6 Information Technology: Software
O'Reilly Automotive Inc_ ORLY 01/2019  $342.64 $1,161.00 99.3% 68% 0.91 3.2 11.1 19.0 6 Consumer Discretionary: Specialty Retail
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Hawkins Inc (HWKN
Sector: Basic Materials Industry: Chemicals - Diversified

$122.49 ($127.35 - $53.64
Market Cap (Million): $2.553.2 Risk Index: 2.09

Bullish Factors: Bearish Factors:

« Strong year-over-year quarterty + Weak year-over-year quanerly revanue
earnings growh growth

+ Stengthening balance sheel; much
stronger than industyy norms

+ Susceptible to substantial pricing
pressure from compelitors

Strong track record of accretive
acquisitions

Investment Thesis:

Revenue for Hawkins has grown at an average annual rate of 10.6% over the past five
yaars and 15.5% over thalast three years. Over the trailing 12 manths, revenues
declined 1.7%. Revenues have increased annually in three out of the last fve years

Earnings have grown al an average annual rale of 44.5% over the past five years and
23.0% over the past three years. Eamings grew 26.9% over he trailing 12 menths and
have risen annually for the past five fiscal years.

Analysts expect adjusted, non-GAAP earnings for the quaner ending in September
2024 to increase 5.9% ysar over year. The LSEG I/B/E/S consensus estimate for the
fiscal year ending March 2025 is for eamings of $4.141 per shara and $8 316 per
share the year afler. Analysts expect adusted samings to grow by 48.2% in 2095 and
4.2% in 2026

On July 31, 2024, Hawkins reported quarterly earnings of $1.38 per share, which beat
the LSEG U/B/E/S consensus estimale of $1.008 per share by 37.8%

Shares are trading 3 3% below their 52-week high reached on August 30, 2024. Over
the last year, Hawkins’ sharss gainad 84%  autperfoming the SEP 500 index by 59.06
percentage points. This ranks in the 94th parcentile among all U S Jisted slocks. Over
the last four weeks, shares have fisen 5%, ranking in the 56th percentile among all
stocks.

Company Description:

Hawkins Inc. is a specialty chemical and ing pany that
distributes, blends and manufactures products for ils customers. The comparny
operates through thiea segments. induslrial, water treatment and health and nutrition
Its industrial segment spacidizes in providing industrial chemicals, products and
sefvices to industies such as agriculture, chemical processing, electronics, anergy,
food, phamaceutical and plating. The water treatment segment spacializes in
providing chemicals, acuipment and solutions for polable walar, municipal and
industrial wastewater, industrial process water, nonmsidential swimming pool water
and agricultural water. The health and nutrition segment specializes in providng
ingredient distribution, processing and formuation solutions Lo manufacturers of
nutraceutical, functional food and beverage, personal care, dietary supplement and
other nutritional food, health and weliness products.

A+ Stock Grade Summary

Current Industry Median

Value

Growth
Momentum
EPS Revisions

Quality

Stock  Relative St Ralative Strindex

Gain Rank S&P 500  Industy
56% (1.55) 0.99
13 Week 44% 5% 812 153
26 Week 75% 96% 60.90 1.89

52 Week 94% 4% 59.06 281
gl o 18.34 =

5 Year
10.6%

6.4%)
EPS Dil Gont 26.9% 23.0% 445% {7.6%)
Dividends 10.3% 10.2% 300% 57%
Operating Cash 16.9% 53 9% 27.2% 6.8%
Est Surprise EPS $ Surp % Surp  SUE Score
Jui 31, 2024 E] 5038 37.8% 78
May 15, 2024 50,66 $-0.02 (3.2%) 0.0

Quarterly Annual
EPS Estimates 082024 122024 0N2025 032026
‘Year/Year Chg 59% (31.6%) 49.2% 42%
Current Est 51.169 0,763 $4.141 $4.318
Manth Ago $1.169 $0.763 $4.141 $4.318

Three Mos, Ago
#of Estimates
# Ravs Up

# Ravs Down

$1.082 $0.763 $3.032 $4.285
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Rawkins, Inc. (Nasdag: HWKN) $126.750 ($128.110-$53.640)

w

www haw kinsinc com

Sectar  Materiaks stam
Chemicals #rmm F
SEP ldax Smalitap 500 ) i e ™ |
Market Cap (SM ?E438 1 - )

alaye 1530 s ]
39 gam T
699 oo el

o
A 88 RAREG6R5 0NN NGB A RE R G R
pes FE A A T O O O O O O O O O
4T Hawkine, Ino. operates as 3 specialty shemisal and ingredients company in the United
071.3 States. Itoperates through three segments: ndustrial, Water Trestment, and Heslth and

Nutrition. The Industiial ssgment offers industrial chemicals, products, and servicss to
agriculture, chemical processing, electronics, energy, food, pharmaceutical, and piating
s 0.18  industries. This segment manufactures sodium hypochlorite and agricultural products, as

81624  wellas various food-grade and pharmaceutical products, such as fiquid phesphates,
§i30/2¢  lactatss, other blended products, and sgricultural products; and receives, stores, and
distibutes various chemicals comprising iquid caustic soda, sulfuric acid, hydrochloric
acid, urea, phosphoric acid, aqua ammonia, and potassium hydroxide. It also

Rel Strgth Rel Strath @ ckages water reatment chemicals and bulk industris| chemicals; and performs
Price Chg vs S&P Rank custom blending of chemizals. The Water Trastment segment prowides chemicals,
T 2 e products, eguipment, services, and solutions for potable water, municipal and indus tial
Py o a3 waslewater, industrial process water, non-residential swimming poel water, and
L =5 55 agriculture water. The Health and Nutrition segment offers ingradient distribution.
ey grocessing an
52 Wesk () 15 34 inancial Statements  Cument 312024 412023 412022 3/2021  3/2020
Growth (3} e 5215 913z 8351 365 5402
1238 1009
NA
A
559
5
210 558
210 410
192 [FE [EE)
a7
Free Cazh Flow ars4 1017
EPS Surprise Reported EFS % Surprise  SUE Score
07/21/2024 50.00% NA

02/03/2015 NA

(17.80)%
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v Group 1: O'Neil Portfolic x 4+ o X
<« [« ] ssr.aail.com/aNeilPortfolio.cim#watchlist a @ B 50 L O
((Partolic Holdings )| (" Frtfaio Analysis | | PortfoiioWatehiist | [ Frtilio Hews ]
Daturas of 104172024, Defayed up ta 15 mins.
Watchlist Alert Priceas EPS Cont-Growth
. . sector: 4 Cument . %ofs2 ,  ceRankRel | Ree -
Company & Ticker industry © P ek & Strength52 & strength & o ar Increases &
Date v Price % High ek From High o ¢ @ ¢ 5Y & s
Information
Descartes e Technology: 1040172024 101340 5102438 o7 &% na 25 176 274 6
Group Inc (U54) s
wwire
Consumer
Discretionary:
Seride Inc Diversified 10401/2024 $83.850 $85.450 98.7% 91% nas 403 231 388 5
Consumer
Vector GroupLid ConsumerStzples 12001 514910 14930 %1% ne 27 0 72 3
: Industrials: Marine 4 i s n "
Eurosess Lid e 22024 343960 48780 00.0% EEY e 407 Ee) 58 5
Materials
Construction 22024 81,660 594520 96.6% = e ElF 07 301 5
Materials
Information
InterDigtal Inc echnology: 032272024 BETE 5143488 ER 03 e 975 28 4
Safuare
Consumer
Green Brick Discresionany: g i i e )
Cennike Db oo 582205 7.6% 3 e 423 28 32 5
Durabdles
ADMA Bickogis Inc HocRhCare 08132008 $17.270 $19.460 955% 955 e 533 £ 383 5
Biotechnoiogy - " 8 4
Hawkins Inc gﬁeﬁi‘i 0B/08/2024 118330 $129.730 1013% o4 ne 232 205 58 6
Consumer
WeredaLiore Inc Discretionary: 072672024 51651630 51980583 91.6% agi e 1029 71 914 4
Broadiine Rétal

(oo ©) (ommmaesea 8) (Famereranan 8)
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Featured Stock Superstar:
David Dreman

David Dreman

Founder and chairman of Dreman Value Management LLC

Was at the forefront of research that has come to be
known as behavioral finance

Author of five books on contrarian investing and
behavioral finance, including “"Contrarian Investment
Strategies: The Psychological Edge” and “Psychology and
the Stock Market”

Senior columnist for Forbes and author of "The
Contrarian” column for over 30 years

12



Dreman’s Contrarian Value
Investment Approach
e Try to identify investment opportunities that are not

necessarily recognized by the majority of other investors

- Go against the crowd by seeking out-of-favor stocks and avoid
high-flying “fashionable” stocks

e Look for financially solid companies that may be
temporarily out of favor with the market

e Seek stocks that are priced low relative to their earnings,
sales, cash flows or dividends

’ -
Dreman’s Contrarian Value
Investment Selection Process
e Screen mid- and large-cap e Conduct fundamental research
stock universe - Financial strength & value metrics
— These firms are more in the public « High ratios of current assets relative
eye to currtent I|a?|llt|e_st; low ((j:l(?bt as a
w . ercentage or equity, ana iow
" Less chance of "accounting payout ratios
. . e Favorable operating conditions, such
- These firms have more staying as high returns on equity and high
power and are less likely to go out pretax profit margins relative to
of business than smaller others in the industry.
companies or start-ups - Proven record of earnings growth
e Screen value universe that is also sustainable
- Low P/E by industry e Portfolio construction &
- Above-market dividend yield management
- Visible earnings - Diversify across numerous
industry groups

13



Sell Discipline

P/E rises above that of the market

Multiples exceed that of its sector or industry
Deterioration in fundamental outlook
“Extremely poor” price performance

Mergers or acquisitions

Market cap moves out of a distinct range

Relative Performance to S&P 500
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v Group 2: Dreman Portfolio x + h

ssr.aaii.com/dremanPortfolio.cfm#analysis

[ Portiolio Hmdmgsj (" Portfalio Analysis |

(" portiolio Watohiist | (" Partiolio News |

Data as of 10/1/2024. Delayed up to 15 mins.

" EPS Est % Rev-
Portfollo Addition .
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Sector: Consumer Non-Cyclicals

Industry: Food Processing

$134.63 ($135.14 - $89.54)
Market Cap (Million): $8,737.8 Risk Index: 1.08

Bullish Factors: Bearish Factors:

« Benefiting from growth in specialty .
ingredients, which cary some pricing
power and higher margins

« Pasitioned to benefl from increased
demand for allernative meat and
reduced-sugar products

Siowdown in demand for paper and
cormugated boxes negatively impacts
indusirial starches sales

Profitability somewhat tied to prices for
corn and other starch raw malerals

Plant protein ingrediants are
commodities with lower profit margins,
which will impact comparsy margins

Investment Thesis:

Ingredion ha a market capitalization of $8.7 illion, which ranks in the 85th percentile
among all LS -lsted stacks. It s a component of the S&P MidCap 400 index

Its trailing price-earnings (P/E ) ratio is 13.8 based on trailing earnings of $8.77 per
share. This ranks in the 35th percertile of all U_S -fisiad siocks. One year ago, tha
price-eamings ratic was 11.5. The trailing prica-sarnings ratic is below the food
processing industry medan of 22.2.

Revenues for the trailing 12 months lotaled $7.7 billion. Revenues grew, on average,
5.3% per year over the past five years and 10.9% per year over the past three years.
Ower the trailing 12 menths, revenues dedined 8.1%. Fully diluted earnings from
confinuing operations grew by an average of 9.1% per year over the pastfive years
and 23.1% per year over the past three years. Over the trailing 12 morths, earnings
climbed 14.0%.

On August 6, 2024, Ingredion reponed quanedy eamings of $2 87 per share, which
beat the LSEG VB/E/S consensus estimate of $2.490 per share by 15.3%. For the
fiscal year ending December 2024, seven analysts are providing a mean estimate of
$8 873 per share; for 2025, the mean estimale from seven analysts is $10.808 per
share. Analysts expact earnings lo grow 33.2% in 2024 and 6.4% in 2025. Based cn
the 2024 consensus earnings estimate, the company's forward price-eamings ratio is
135,

Ingredion has a ratio of total liabilties 1o total assets of 48.7%, below the industry
median of 61.8%.

Ingredion has anindicated annual dividend of $3 20 per share, which translates 1o a
forward yield of 2.4%. The dividend has grown by an average of 3.7% per year over
the past five years.

Over the last year, Ingredion’s shares rose 31%, outperforming the S&P 500 index by
7 38 parcentage points. This ranks in the 75th parcentile among all U S -listad

companies. Over the last four weeks, shares have gained 7%, oulperforming B4% of
all U.s disted companies.

A+ Stock Grade Summary

Industry Median

Current

Value

Growth

Momentum

EPS Revisions

Quality

4Week

13 Week
26 Wask
52 Weak
Waighted 40s
Growth
Salas
Net Income 13.8%
EPS Dil Cont 140%
Dividends 97%
Oparating Cash 198 6% BA4A% B5% {15.1%)
Aug 6, 2024 82,87 $0.38 15.3% 80
May 8, 2024 $2.08 $0.02 1.0% 0.5
Quartsrly Annual

EPS Estimates 092024 12/2024 1212024 12/2025
YearYear Chg Y 24% 332% 6.4%
Current Est. $2 580 82 481 80973 $10.608
Month Ago $2.607 2431 $0.940 $10.455
Threa Mos. Apo $2.665 2431 $10.007 $10.600

#of Estimates
#Revs Up
# Revs Down




Ingredion Incorporated (New York: INGR) $136.030 ($138.370-$89.540)

Wen www ingredion.com
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The company offers starch products for use in a range of processed foods; comstarch;
specialty paper starches for enhanoed drainage, fiber ratention, oil and grease
resistance, improved printability, and biochemical oxygen demand control; starches and
specialty starches for textile industry; industrial starches are used in the production of
construction materials, texties, adhesives, pharmaceuticals, and cosmetics, 25 well as in
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Featured Stock Superstar:
James O’'Shaughnessy

James O’'Shaughnessy

e Founder of O’'Shaughnessy Asset Management (OSAM)

e Prior to founding OSAM, director of systematic equity at Bear

f§tearns Asset Management and a senior managing director of the
irm

Long recognized as one of America’s leading financial experts and a
pioneer in quantitative equity analysis

In February 2009, Forbes.com included Jim in a series on
“Le?endary Investors” along with Benjamin Graham, Warren
Buffett and Peter Lynch

éuthor of four books on investing, including "What Works on Wall
treet”

2019 recipient of AAII's Cloonan Award for Excellence in
Investment Education
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Factor Investing

e O’'Shaughnessy is a proponent of “factor investing”

— Factors are characteristics of stocks that are most indicative of
strong total and risk-adjusted returns

- Calls his methodology “fundamental quant”

e Common investment factors
- Value
- Quality
- Financial Strength
- Momentum
- Growth
- Estimate Revisions

Buy Cheap Stocks

e There is a wealth of academic research and real-world performance
that shows value investing outperforms the overall market in the
long term

e There are numerous metrics for measuring value, and some fall
into and out of favor while others have become less effective over
time
- Initially, O’'Shaughnessy found that the price-to-sales ratio was the best

single factor for value investors

¢ Admits that one of his biggest mistakes was ever labeling a single value
factor “king”

- Accounting rules and structural changes in the market have reduced the
efficacy of book value and, thus, price to book
e However, he has since discovered that using multiple factors to
build a value “composite” delivers higher, less volatile and more
consistent returns
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Value Composite

e O’Shaughnessy put together a Value Composite Score using these
factors
- Price-to-sales ratio

Price-earnings ratio

Enterprise-value-to-EBITDA ratio

Price-to-free-cash-flow ratio

Shareholder yield (dividend yield + rate of share repurchases)

e Average the percentile rankings for each factor to arrive at score
from 1 to 100

- Lower the score the better
e AAII added price-to-book-value ratio to its Value Composite

e AAII's Value Composite takes the average of the percentile
rankings for these six value factors and then re-ranks the average

Quality Matters

e Some stocks are cheap for a reason
e O’'Shaughnessy also found that factors can help investors
avoid potential traps

- Avoiding stocks with questionable quality can help you pick
better stocks to own

e Created composite scores for earnings quality and
financial strength

e Value identifies what to potentially own and “quality”
filters out stocks to avoid
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Earnings Quality Composite

¢ O'Shaughnessy put together an Earnings Quality Composite
Score using these factors:
- Current accruals to total assets
- Change in operating assets
- Total accruals to total assets
- Depreciation to capital expenditures

e To make things easier, O’'Shaughnessy created a single field
- (Cash From Operations — Net Income) + Market Cap

e Score from 1 to 100
— Lower the score the better

Earnings Quality

e Identifies companies that are aggressively reporting or
misrepresenting their earnings

e Accounting choices can inflate earnings by delaying
expenses or recognizing earnings early
- Permitted under GAAP but could signal problems with the
company
e Companies that are aggressively manipulating their
earnings cannot sustain it forever and tend to
underperform in the future
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Financial Strength

e Whereas Earnings Quality focused on earnings and cash
flow, Financial Strength shifts focus to the balance sheet

e If a company cannot meet its (debt) obligations, it will
fail, wiping out owners’ equity

Financial Strength Composite

¢ O'Shaughnessy put together a Financial Strength Composite
Score using these factors
- Debt-to-equity ratio
- Cash-flow-to-debt ratio
- External financing
- 1-year change in long-term debt

e As a proxy for cash flow to debt (debt coverage), AAII’s uses
times interest earned

e Average the percentile rankings for each factor to arrive at
score from 1 to 100

- Higher the score the better
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SSR’s O’'Shaughnessy Multi-Factor

Stock Selection Strategy
e Based on O'Shaughnessy’s Value, Earnings Quality and
Financial Strength composites
e Look for stocks that rank in the “top” 20% in terms of
attractive valuation, earnings quality and financial
strength

e Sell when these factors fall into the bottom quintile

Relative Performance to S&P 500

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

—CSR e Group 3
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Wpathward Financial, Inc. (Nasdag: CASH) $64.540 ($69.625-$41.790)
Web www .pathward financial.com
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Featured Stock Superstar:
John Neff

John Neff

e Manager of the Vanguard Windsor Fund from 1964 through
1995
- Total assets grew from $75 million to $13.7 billion at his retirement

- Over his 31-year tenure, Neff outperformed the S&P 500 for 23 of the
years

- The average annual rate of return was 13.7% versus the 10.6%
average for the index

- $10,000 invested over those 31 years would have grown to $537,271
versus $227,200 invested in the index (2.4x higher)
e His 1999 book “John Neff on Investing” outlines his
investment approach
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Neff’'s Investment Principles

Low price-earnings (P/E) ratio

Fundamental growth in excess of 7%

Yield protection (and enhancement, in most cases)
Superior relationship of total return to P/E paid

No cyclical exposure without compensating P/E multiple
Solid companies in growing fields

Strong fundamental case

Look for “cheapo” stocks with a dividend-adjusted
PEG that is noticeably out of line with market or
industry benchmarks
e P/E Ratio = 10, EPS Growth = 5%

- PEG = P/E + Growth = 10+5 = 2.0
e P/E Ratio = 10, EPS Growth = 10%

- PEG = P/E + Growth = 10+ 10 = 1.0
e P/E Ratio = 10, EPS Growth = 10, Yield = 5%

e Div Adj. PEG = P/E + (Growth + Yield)
=10+ (10 + 5) = 0.67
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Fundamental Growth

e Low P/E companies growing faster than 7% a year
indicate underappreciated signs of life
- Particularly if accompanied by an attention-getting dividend
o Neff also wanted companies that were growing at a
sustainable level

- Usually capped growth at 20% a year

Yield: Return Shareholders Can Pocket

e A low P/E strategy often results in a superior dividend
yield

e Per Graham & Dodd, yield is the more assured part of
growth

e Companies usually only lower their dividend under
extraordinary duress

e Since stock prices usually sell on the basis of expected
earnings growth, shareholders collect the dividend
income for free
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Strong Fundamental Support

o Neff placed emphasis on cash flow, especially as
companies became more creative with their definition of
“earnings”

- Excess cash flow can provide capital for additional dividends,
stock buybacks, acquisitions or reinvestment

o Neff looked at operating margin as an indication of a
company’s “earnings margin of error”

- (Sales - Operating Expenses) + Sales

e Among low P/E stocks, a robust operating margin

supplies protection against negative surprises

Reasons to Sell

o Neff sold shares for either of two reasons:
- Fundamentals deteriorated
- The price approached his expectations

e Sell when you make a mistake

¢ Failure of fundamentals becomes obvious using two
measures:
- Estimates of earnings
- Five-year growth rates

e Calculated appreciation potential based on earnings
expectations and projected P/E expansion

o ‘t‘WheIP,you feel like bragging about a stock, it’s probably time
o sell.
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Group 4 Neff: Stride Inc (LRN)
Sector: Academic & Educational Services Industry: Mi:

$80.66 ($83.97 - $41.70)

Service Providers Market Cap (Million). $3,493.4 Risk Index: 1.95

Bearish Factors: A+ Stock Grade Summary

+ Well-positioned to capitalize on .
increasing demand for online education
and altemative leaming sdutions

Public aducation budget cuts or funding
policy changes could adverssly affect
growth prospects

Current

Industry Median

Value
+ Broadrange of educational products  « Compatitionin cniine education market
and senvcos caters 1o a wide audence  could pressure revenue growth and
market share Growth
+ Focus on cost management and
operational efficiency has contributed
to strong financial health Momentum

Investment Thesis:

EPS Revisions
Stride has atrailing price-eamings (PIE) ratio of 17.3, based on trailing GAAP earnings
of 4,88 per share. This ranks in the 45th percentile among all U.S.-listed stocks. It is
below the five-year average of 20.1bul in line with the median value for companies in
the miscallaneous educational service providers induslry, as designatad by The
Refinitiv Business Classiication (TRBC)

Quality

Analysts afe expecting earnings of $4.67 per share for the fiscal year endingin June
2025. This translates 10 a forward price-earnings ratio of 16.2, which ranks in the 4Bth
percentile ameng all LLS.-isted companies.

Stride does not pay a dividend.
The trailing gs ratio of 173 is refative to the expected amual

eamings growt rate over the next thioe 10 five years of 20 0% from ane analyst. This
transiates 1o a price-eamings to-earings-growth (PEG) ratio of 0.0

T™
1.0%

3 Year
99%

5 Yoar
Sales have expanded at an average annual rate of 15.0% over tha last five years and 150%

9.9% over tha last three years. Over the last 12 months, Stride has genarated free

cash Nlow of $6 27 par share Nt Income 60.9% 419% 406%
EPS Dil Cont 57 9% A01% 388% 17.1%
E;‘.‘ &?},‘é.‘}‘ﬁ'ﬁ““ Stride .;Ipum q';;n;y eamings uL:n‘ 145% pmAsham, beam;r.‘; the  piidands 0.0% 00% 0.0% 9%
consensus estimate of per share by 11.7%. Average earnings . - -
estimales from six analysts are $4 969 per shara for fiscal-year 2025 ending in June, OReraing Cash I 2% 27.6% A% {15:4%)
which would represent 62.4% growth from the prior year. Eamings are expected to Est Surprise EPS $ Surp % Surp__ SUE Score
grow 14.2% in fiscal-year 2026. Aug 6, 2024 5142 $0.15 1N.7% 20
Apr 23, 2024 $160 $017 120% 22
Over the last 52 weeks, Stride shares have fisen 83%, outperfoming the S&P 500 e ;
index by 49.78 percantage points over e period. Over the last our weeks, shares N Lot
have gained 3%, ranking in the 51st parcantile among U.S -listed stocks EPS Estimates 0872024 1212024 0672025 06/2026
Year'Year Chg 95.6% (6.4%) 62.4% 14.2%
Company Description: Currert Est $0.221 $1.581 $4.969 $5.676
Stride Inc. is an education services company providng virtual and blended learning. 1t Month Ao $0.225 $1.605 $5.038 $5.114
provides lech-enabled education solutions, cumiculums and programs directly to Three Mos. Ago $0.228 $1.581 $5128 $5.800
students, schools, the miltary and enterprises in primary, secondary and # of Estimates 5 5 & 5
postsecondary seltings. It offers K-12 education for students, schools and disticls, ays Up 1 0 2 2
including career leaming senvices through middle and high school curriculums. For
adult laarners, It delivers professional skills trining in health care and techrology as  Revs Down 2 4 2 1
well as staffing and talent development. Its solutions addmss two markets: genaral ¥ SYr Industry
education and career leaming. For both markets, il offers & schoolas-a-service Valuation Current Avg Avg Median
product, which includes an integrated package of cumiculum, technology systams, Price/Sales .69 0.85 0.90 158
instruction and support services that it administers on behalf of its customers. T Y - == — e

Stride, Inc. (New York: LRN)

$83.850 ($86.600-543.770)
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Wes www stridelearning. com
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industry  Diversified Consumer Services
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0o MA  Giride, Inc., 2 technolog)ebased sducation service company, engages in the provision of
288 NA  roprietaryand third-pany online curriculum, software systems, and educational services
L 099 in the United States and intemationally. Itz technelogy-based products and services
2nable clients to atiract, enroll, sducale, Wack progress, support, and fciitate
NA iy Dividend 5 NA  individualized learning for students. The company offers integrated package of systems,
N dend Date services, products, and professional expertise to suppart a vintual or blended public
Bl T SChOOL; S0ftWara 2nd SEMVIcRs to SChOSIS and SChool ISCHS; individual online courses
2nd supplemental sducational products; and products and services far the general
2ducation market ocused on subjects, including math, English, scence, and Nistory o
el sty Rel SrGth 4 damarten through telfth grade students. It akso provides caresr learning products
Erice| Chis =385 Rk and services that are ooused on developing skills to enter in industies, including
o 3 5 e information tachnology, haaith care, and BUSINSSS; 2nd OPSIates WMon-based private
13 Woask (%) o 7 i schaols. In additon, the company offers focused post-secandary career keaming
SRR 38 34 25 programs, which include skills training for s0Mw are engineering, heatheare, and m
52 Week (%) ) 22 a1 Financial Statements __ Cument /2024 512022 62021 612020
Growth (%] vt e 20401 20401 16867 15368 10408
738 Te1e 585 s34 3398
118 919, 167 18.7 ST 9.7
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- 3398 (21:2) a7 Cap Expanditures (SM} 2.3 23 38 17
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Performance

Stock iShares

Superstars DJ U.S.

Portfolio  Group1 Group2 Group3 Group4 (1Yy)

September 117%  1.94%  2.99% (1.54%) 1.89%  2.03%
2024 23.0% 42.2%  25.3% 15.0% 18.1% 19.8%

2023 24.5% 16.4% 21.9% 29.7% 28.4%  26.3%

2022 (16.0%) (27.7%) (13.2%) (19.1%)  (5.6%) (19.5%)

2021 29.2% 32.6% 18.3%  28.7% 45.3%  26.3%

2020 12.9% 20.1% 3.0% 25.0% (3.0%) 20.2%

2019 32.6% 31.0% 28.5% 49.6% 25.9%  30.9%

2018 (10.8%) 3.9% (10.3%) (16.5%) (18.4%) (5.1%)

2017 18.0% 22.2%  15.8% 0.7% 40.0%  21.2%

2016 13.8% 12.3%  23.3% 7.4% 8.4% 12.0%

= 2015 (3.1%)  0.9% 5.9% 5.8% (17.2%)  0.5%
.g 2014 4.4% 7.5% 8.7% (9.1%) 3.0% 12.7%
(4 2013 44.0% 40.3% 38.6% 54.3% 44.5%  32.6%
s 2012 16.2% 19.6% 19.8% 5.8% 15.8% 16.1%
S 2011 4.3% 11.3% 10.5% 3.5% (6.5%) 1.1%
2010 19.5% 22.7% 15.7% 14.7% 21.5% 16.4%

2009 34.3% 40.1% 23.0% 40.2% 33.6% 28.5%

2008 (43.5%) (41.5%) (34.2%) (55.2%) (35.8%) (37.2%)

2007 5.5% 3.6% (5.4%) 14.0% 10.3% 5.8%

2006 3.0% (1.8%) 15.7% (14.4%) 9.5% 15.3%

2005 (0.3%) 16.2% (12.5%) 5.9% (3.2%)  6.1%

2004 14.3% 4.8% 16.1% 20.6% 17.7% 11.8%

2003 40.2% 31.4% 20.7% 37.3% 71.9%  30.4%

2002 05% (0.2%) (21.4%) (6.1%) 271.7% (22.1%)
Inception 744.0% 1091.4% 466.2% 398.9% 1230.0% 666.2%

Risk Index 1.07 1.36 1.10 1.28 1.15 1.00

Std. Dev. 19.3% 18.0%

Performance as of 9/30/2024.




Performance
Stock iShares
Superstars DJ U.S.
Portfolio Group1 Group2 Group3 Group4 (1YY)
September 1.2%
2024 23.0% 25.3%
2023 24.5% 21.9%
2022 (16.0%) (13.2%) (19.1%)
2021 29.2%  32.6%
2020 12.9% = 20.1% 3.0%
2019 32.6% 31.0% 28.5%
2018 (10.8%)[89% | (10.3%) (16.5%)
2017 18.0% 22.2% 15.8%
2016 13.8% 12.3%
£ 2015 (3.1%) 0.9%
‘E 2014 4.4% 7.5%
4 2013 44.0% = 40.3%
= 2012 16.2%
2 2011 4.3% 105%  3.5%
2010 19.5% 15.7%
2009 34.3%
2008 (43.5%) (41.5%)
2007 5.5% 3.6%
2006 3.0% (1.8%)
2005 (0.3%) 5.9% (3.2%)
2004 14.3%
2003 40.2%  31.4% 37.3%
2002 0.5% (0.2%) (6.1%) (22.1%)
o Inception 744.0% 1091.4% 466.2% 398.9% 1230.0% 666.2%
AAI | Associstion o i Risk Index 1.07 1.36 1.10 1.28 1.15 1.00
Investors Std. Dev. 19.3% 18.0%
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1.2
i A Fim
JJ“J v | ™
d@ M A /M b\.\ Vi N

= %

N

W
1 na W/
VN,

02 qxﬁ?ﬂl Y A A‘/NN-‘/\MA Ba'n i

W VI RN G

) wa\/’v\ »J““"JA\"‘W/ A// !\WW
. W /\\f\;\m »/ ‘ N a v\ﬂ_mfu
v
=SSR =—=Group 1 O'Neil ===Group 2 Dreman Group 30‘Shaughnessvl —Group 4 Neff |

06 T T T T T T T T T T T T T T T T T T

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

merican
iation
icual
tors




Stock Superstar

An investor with a systematic approach to
investing who has outperformed the market
over the long term.

STOCK e
.' SUPERSTARS Call 31217p6-8574
S

4 REPORT

Visit:
- - - invest.aaii.com/ssr-special-report
AChle\"ng ngher Purchase the Report for $25 and
. o receive a complimentary 3-month
RISk_AdJUStEd trial to AAll's Stock Superstars
Report (SSR).
Returns

Download our special report, “Harmessing the Power of 'Guru' Investors,” to learn how to make data-driven, The SpeCIal Re port PD F Ilnk WI ” be
informed decisions, offering the potential for long-term outperformance while mitigating short-term risk. Sent to cu rrent Stock Supersta rs

‘With your special report purchase, get full access to AAll's Stock Superstars Report (SSR) subscription for three Re port and Platlnum Su bscrlbers
months to see how our multi-strategy approach can help you achieve higher risk-adjusted returns. V|a emall |ater th |S Week and W| "

[ also be posted on the Platinum
Dashboard.

Download the Report for $25

Receive a complimentary 3-month trial




Thank You!

Contact me at johnb@aaii.com
with questions or comments
about this presentation

Disclaimer

e AAII's superstar guru screens are inspired by their works
and philosophies

e However, the various superstars were not involved in the
creation of these screens and the passing companies do
not necessarily reflect stocks they would invest in
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