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Optional Pre-work

* You have the option to use material from a public
company you have researched or are currently
researching

* If you choose this option, collect at least the first
two pages of three reports specific to a stock of
interest

» Preferably the reports:

— Are those you authored on your own or with others, but
feel free to use reports from other analysts

— Willinclude the justification for an upgrade or
downgrade of a stock, including a discussion of a price

target (e.g. include the earnings estimate and valuation
multiple)

Individual Characteristics
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How Do Analysts Differ from
Sector (or “Beat”) Journalists?
Equity Experienced
Research Sector
Analysts Journalists

Understand industry fundamentals Y Y

INTRODUCTION MODULE

Listen to company conference calls Y Y
Read company press releases Y Y
Review company regulatory filings Y Y
Cultivate a list of insightful industry
Y Y

contacts
Interview industry experts to identify

. . Y Y
changes in the industry
Speak with company management Y Y
Write about developments within a v v

company and across the industry

AnalystSautions AnalystSautions

Why create high quality content?

What do you think PMs complain about the most in the
research they see?

« Not unique

« Few to no insights
* Backward looking
* Lacks substance
* Lacks conviction

What a waste of
my time!

How can you can stand out from the masses of mediocrity?

Portfolio Managers Want to Know...

Tell me something that
will generate alpha

e What is new?

e What is unique?

e What are the key
points?

e What is the
supporting logic?

e Where are the
supporting details?

Focus on substance before style
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Split Your Screen if Using

Electronic Version
P et OPENING CASE
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Communicate
Stock Calls
Make Accurate Stock Recommendations

F

0 |
R A
E L
C U
A A
S Il
T |
| 0
N N
G

Generate Informed Insights
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Factors Meet All Four Criteria

Probably going
Exceeds my B i
materiality to occur during

threshold ?:grggr?

Critical
Factor

I'm good at Consensus is

forecasting poor at

factor and forecasting or
catalyst spotting factor

EPIC™ Stock Calls Require Critical

AnalystSalutions
Follow the 4 Steps to Identify
Critical Factors

2. |dentify why 3. Identify current
historical anomalies investment
controversies

1. Identify when
historical anomalies
occurred occurred

4. Using the information above, communicate with industry and market
participants to answer these questions (the EPIC™ framework):

»Would changes in consensus expectations Exceed my materiality threshold

if this factor were to occur during my investment time horizon?

« s there a high Probability this factor will become much more certain to
occur (or deviate materially from the expected trend) during my investment
time horizon?

+Am | good at forecasting this factor and its catalyst?

« Will Consensus be poor at accurately forecasting (or spotting) this factor?

When the answer is “yes” to all, it is likely a critical factor that can add alpha
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Example Critical Factors

Factors for: FedEx In the 2005-2006 time perlod, ranked by “Total” column

| Change in ability to collect

From workshop: Identify & Monitor a Stocks’ Critical Factors

| fuel surcharge |
Change in ground package
1
| ety 3 4 4 4 | 5
07— [ I - L
Growth in Asia-Pacific _ 2 | 2 L = 3 L1
1 4 4| 2z |
fransportation cost trends | ! l 2 - % | g
| Change in depreciation rate | i | z 2 | ] [
[ Major wealher desruptions 2 | 3 2 | 2 JE]

AnalystSajutions .
Frameworks For Generating
Differentiated Insights

Prepare foinfluence

| Assumptions for critical
factors

Rapport buiding

Ask about their needs

[Source(s) of insight

| Prepare to approach
& interview fe
pragricen || £orom
Influgncing

Identify parameters.

ICE™
- Questioring
Framework

Calm their concems

Trust-build
Ignore distractions
Communicate persuasively

Ensure naeds are met

Framework
l introduce & intervigw i
[Respond with follow-up

[Evaluate benefit

Entice thorough response
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Price Target in Its Simplest Terms

Forward-looking
financial X Valuation

forecast at a
point in time

multiple
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TIER™ Framework For Making ——
. 73[99[ ealistic
Accurate Stock Recommendations Price(s

Identify & Review
Forecast

Catalyst(s)

Performance
and Thesis

Ensure Ideal Entry Point

(SHARE™
Framework)

teate an deriify & foreca Aunid costly Mritor trading Dynarrically ran
] ate financial atertial psychalogical data and review
arget Realistic ) : , B it
I gpriCe(S) ity Ensure Ideal D e et stablls i woid "Tear or
™ Forecast “Entry Point Performan_ce Select valuation Facus on Enaure callis ‘[W failure"
(SHARE Catalyst Y d Th
Framework) atalyst(s) an esis metho(s; catalysts rmeeting differentiated
optimal oriteria Faliz S urvey rmarke
sentiment docurnentation
curH SQDQ;;‘W'EEM Proactively Avoid
prepare for next Pallyannaish or Aunid following Renden uribiased
catalyst hapetul thinking the herd comparisons
Adjust for future
tirme period Whkigh risk as well bnitor technical Re-thin
areturn indicatars recormmendation
Range of ifthesis wanes
rrultiples and TSure No Influence the
price targets imminent danger market Re-thin
recomrrendation
Evaluate as 3 if catalystis
circumstances beennaiilizel ineffective
change
- Avoid placing
Sleeponit blame or denying
responsibil
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3 Steps For Communicating Stock
Recommendations Module 1: Step 1
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STEP 1. ENSURE STEP 2: UTILIZE THE STEP 3: ENSURE

STEP 1. ENSURE
CONTENT HAS VALUE OPTIMAL CHANNEL MESSAGE HAS VALUE

CONTENT HAS VALUE

(ENTER™ framework) « In-person conversation (ADVICE™ framework) (ENTER™ framework)

« Expectational
* Novel

« Thorough

« Examinable

* Revealing

» Expectational « Telephone conversation * Aware

. « Leaving voicemail « Differentiated
Novel « Presenting, five minutes or T
« Thorough less « Validated
« Examinable ';'957"“"9‘ m'de‘mh * Conclusion-oriented
. + Sending an email or text
» Revealing messagJe « Easy-to-consume

« Writing a report

AnalystSalutions AnalystSalutions
Key elements to ensure you are prepared

to ENTER™ the investment debate...
Be Prepared to

ENTER™ the : Expectational
Investment s
Debate ’% Novel ‘

g Examinable ‘

| Revealing ‘
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The First “E” in ENTER™
represents being Expectational EXERCISE: BE EXPECTATIONAL
P s « Forward-looking view IN YOUR APPROACH
S N for the critical factors

and their catalysts

« |dentify important
future dates

« If researching the past,
it should be to help
forecast the future

AnalystSgjutions AnalystSgjutions

The “N” in ENTER™ represents a Ensure a Differentiated Stock Call with a
Novel perspective Superior FaVeS™ Insight

Novel research includes: Forecast

 Insights not already
known by the broader
market... . * Valuation methodology or

+ Or explaining how widely- \_/a|uat|0n valuation multiple superior to
known information is the market
being misinterpreted

* Providing new or unique
insights to explain your
out-of-consensus view...
o Use the FaVeS™ framework

 Financial forecast superior to
the market (used at least 85%)

¢ Forecast of short-term investor

Sentiment sentiment superior to the
_ market

Utilized in workshop: Master the Stock Call Techniques of Highly Experienced Analysts
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EXERCISE: IS THE ANALYST’'S
RESEARCH EXPECTATIONAL
AND NOVEL?

AnalystSalutions
The “T” in ENTER™ represents
Thorough

Thorough research:

¢ It's more than a “hunch” or
“guestimate”

« Obtain insights to forecast
critical factors better than
consensus

» Have multiple sources to
confirm out-of-consensus
critical factor when
imperative to stock call

» Thoroughness should be
commensurate with
potential impact on the
stock’s performance

AnalystSgjutions

The Second “E” in ENTER™
represents Examinable

Examinable research
should:

* Provide decision-makers
- research you developed to
/ N\ draw conclusions
-y » Provide important data
z ."‘mg__ —r points so others can arrive
T, N at your conclusion for
= themselves
» Provide enough depth to
allow others to examine
your work

» Separate facts from
opinions

AnalystSalutions
The “R” in ENTER™ represents

Revealing
[ —

Revealing research:

* Identifies specific risks
not in your base-case
scenario (positive and
negative)

» Shows an understanding
of “the other side of the
trade”

* Specifies your level of
conviction about your out-
of-consensus call
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Will You Be Able to Recall the ENTER™ Review QRCS
Quality Framework When You Need It?
=71= Quick Reference Card (QRC)
- = Ensure Content Has Value Using ENTER™ Quality Framework
P e e
v T .
= Quick Reference Card (QRC)
E Use the ENTER™ Quality Checklist Before Recommending Stocks
|

AnalystSgjutions AnalystSgjutions

Revisit the Opening Case to
Apply the ENTER™ Quality Framework Compli'[ei:tianolur TAP

Transformation Action Plan (TAP)

[ 2 Instructions for the Transformation Action Plan (TAP):
?\ B Thesughout this workshop complato the TAP balow
L  Apply the key points after the workshep te help you improve your

performance
® This will nat be collected and so write in a manner that will help you
utilize the concepts being leamad

% | Revealing
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Every Communications Channel
Module 2: Step 2
3 Has Pros & Cons
There are trade-offs to every
option:
 In-person conversation
* Telephone conversation Time Build trust ‘
» Leaving voicemail spent per &
"OPTIMAL CHANNEL + Presenting message personal
« In-person conversation o Brief reCIplent connection
« Telephone conversation d h
-Leaving_vo\cemail o In-dept
. ‘Persessemmg, five minutes or ° Sendlng an emall Or teXt
« Presenting, in-depth
+ Sending an email or text message
message e
- Witing a report  Writing a report
AnalystSautions AnalystSautions

Trade-Offs for Every Channel

conversation,
travel
involved

Research!
Presentation|

report

Telephone In-person
ctnversation | conversation,
o travel

ent Per

Personalized

email or

L voicemail
¥ Blast e-mail
or voicemail

tow weon | ik

With

* Time spent includes preparation of the communication

Key Influencing Skills Required for
Successful Equity Research

¢ Network Building

¢ Understanding Others’
Needs

e Adaptability

e Self-awareness

e Credibility

e Communications Skills
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Complete Your TAP Module 3: Step 3
Section 2
Transformation Action Plan (TAP)
] e e s o STEP 3: ENSURE
-  Appi i or shop to help you improve your MESSAGE HAS VALUE
perfermance (ADVICE™ framework)
® This will not be collected and so write in a manner that will help you

utilize the concopts being leamed * Aware
« Differentiated
+ Validated
* Conclusion-oriented
« Easy-to-consume
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