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Disclosures

The views expressed herein represent opinions and, are provided for
informational purposes only and are not intended as investment advice or to
predict or depict the performance of any investment. These views are
presented as of the date hereof and are subject to change based on subsequent
developments. In addition, this presentation contains certain forward-looking
statements which involve risks and uncertainties. Actual results and
conditions may differ from the opinions expressed herein. All external data,
including the information used to develop the opinions herein, was gathered
from sources we consider reliable and believe to be accurate; however, no
independent verification has been made and accuracy is not guaranteed.

Neither the Pring Turner Capital Group, nor any person connected with it,
accepts any liability arising from the use of this information. Recipients of
the information contained herein should exercise due care and caution prior
to making any decision or acting or omitting to act on the basis of the
information contained herein.
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* Principal at Pring Turner
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e Self-described “investing nerd”

Past AAIl Member/Silicon
Valley Resident
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Santa Clara

2014 - 2017
San Jose /Los Gatos




“When one teaches, two learn.”

- Robert Heinleln

Thank you for submitting your
guestions during the webinar.




Improve Your
Investment
Performance by
Ditching Your
Emotions, Instincts
and Overconfidence

Rick Lehman
Adjunct Professor, Behavioral Finance, UC Berkeley Extension
WWW. BehavioralFinance.com

Investor Performance Over Time
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10 CoMMON CAUSES OF INVESTOR STUPIDITY

Pessimism
Impatience

Frequent trading
Short-term horizon
Over-diversification
Shunning uncertainty
Aversion to losses
Emotions
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Focus on when to trade (market timing)
10.Desire to be in the crowd

www.pringturner.com




“It is remarkable how much
long-term advantage people
like us have gotten by trying
to be consistently not stupid,
Instead of trying to be very
intelligent.”

- Charlie Munger

AVOIDING STUPIDITY IS EASIER
THAN SEEKING BRILLIANCE!




AVOIDING STUPIDITY

Optimism

Patience

Infrequent trading

Long-term horizon

Proper diversification
Embrace uncertainty

Accept that losses will happen
Rational
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Focus on what to own (quality)
10.Think for yourself

www.pringturner.com




Summary

“To obtain better results than
others, you must do something
different from the others.”

- Sir John Templeton




Wanna Play A Game?

P
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Would you rather receive the
payout from...?

A. $5,281 invested in low quality stocks
over the next 30 years?

B. $1,000 invested in high quality stocks
over the next 30 years?

Write 1t down.




Do it now.

Remember it’s just a game!

After 30 years your investments would
grow to...

$64,506 and...
$64,506!

www.pringturner.com




THE IMPORTANCE OF QUALITY — BETTER RETURNS

High Quality vs. Low Quality
PRIHG TURNER Average Annual Stock Performance 1981 -2011

Inpestement Management
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Sources: Standard & Poor's, Atlanta Capital, Pring Turner Investment Management

HIGH QUALITY STOCK INVESTMENTS PERFORM BETTER IN THE LONG RUN

www.pringturner.com



THE IMPORTANCE OF QUALITY — BETTER RETURNS
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Investmeent Managenrent

14.9% Annual Return

$6,450,611

$1,221,479
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Source: Standard & Poor's, Atlanta Capital, Pring Turner Investment Management

COMPOUNDING AT 14.9% vS. 8.7% MAKES A HUGE DIFFERENCE OVER TIME!

www.pringturner.com



THE IMPORTANCE OF QUALITY -LESS RISK

High Quality vs. Low Quality
Average Drawdown During 16 Stock Market Correctionsfrom 1972 -2016
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QUALITY PROVIDES YOU ADDED PROTECTION WHEN YOU NEED IT MOST!

www.pringturner.com



THE IMPORTANCE OF QUALITY -LESS RISK

$1,100,000 - . . .
High Quality vs Low Quality
Hypothentical $1,000,000 Investment During Average Stock Market Correction
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QUALITY PROVIDES YOU ADDED PROTECTION WHEN YOU NEED IT MOST!

www.pringturner.com



WHAT IS QUALITY?

Five-Year Rolling CAGR of As Reported Earnings
S&P 500® Index by Earnings Stability
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Earnings Stability Avg. 5-Year CAGR Earnings Variability  # Positive Periods # Negative Periods
[ | Above-Average 9.5% 2.7T% 120 or 100% 0 or 0%
[ | Below-Average 6.2% 6.3% 98 or 82% 22 or 18%

“Time period: Jamary 1, 1588 - December 31, 2017. The Earnings Stability portfolics are model partfolios formed and rebalanced monthly by Atlanta Capital based cn the stocks in the S&P 00 Index sorted by quality

rankings. This information is provided for illustrative purp and does not reflect the results of any strategy managed by Atlanta Capital. The Abave-fverage Earrings Stability and Below-Average Earnings Stasility s
are pravided |s comaare he of all comparies in the index with High Cudity S&F Rankings (B+ of Betier| lo thase with Law Cuality S8P Rankings (B ar Below). The universe includes all S&P 500" Index constilusrs with S&P Quality
Rankings and prices grealer fhan $1. Five-year hisicrical earrings growth rales e calcufated using a marke! caplaization weighted me - The th&msa%ﬂmhﬂmmuruu.ah can slock market. Indexes
are uniranaged and it is rot possible o direcly Fvest in an indéx. Sources: Standard & Poar's, ife Afias, Capital The malesial is upan informatian thal S&P, Wilshire and Aianta Capital censidess to be reliable, bul neither

S&P, Wilshire nar Adlanta Capilal warrams its compleleness, acouracy of adequacy and il should rot be relied upan as such. The materal should Pot be considered invesiment advics or 8 recommendation 1o invest in @ particular strategy
Reproduction or redistribution of this page in any form withoul express permission from Atlarta Capilal is prohibited. Above-average earnings stabiity does nol guarartes oulperformance. Past performance does not predict future results.

ATLANTA CAPITAL

INYESTMENT MANAGERS

HIGHER LONG-TERM EARNINGS GROWTH WITH MORE CONSISTENCY
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How Do Businesses GGenerate
Higher/ More Consistent Earnings?

THEY HAVE A DURABLE COMPETITIVE ADVANTAGE...

... AKA MOAT!

© Pring Turner Capital



Types ot Moats

» Network effects
»Intangible assets
» Switching costs
» Cost advantage
» Efficient scale

» Direction of Moat: (Eroding vs.

Widening) is equally, if not more,

important than size.

© Pring Turner




Summary

High Quality =
Better Returns + Less Risk

The Ultimate Investment
Combination

© Pring Turner



Investing is Art ‘
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FOREWORD By WARREN E. BUFFETT

BENJAMIN GRA
DAVID . noﬁ'nA o

UPDATED WITH NEW COMMENTARY BY

" | SETH A. KLARMAN, JAMES GRANT.
| BRUCE GREENWALD, AND OTHERS

Quantitative Mindset
Accounting Ratios
Metrics = Markers of Valuation

PPN
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MODERN VALUE INVESTORS

Corporate Culture Quantitative Mindset
Management Accounting Ratios

Moat Metrics = Markers of Valuation

www.pringturner.com



QUALITY OF BUSINESS VS. FAIR PRICE TO PAy

Fair Price

FAIR PRICE VS. QUALITY

High Quality

“EXCEPTIONAL COMPANIES WITH DURABLE COMPETITIVE ADVANTAGES ARE
IN FACT CHEAP ALMOST ALL THE TIME — NICK TRAIN

www.pringturner.com



HIGH QUALITY BUSINESS INTRINSIC VALUE OVER TIME
Intrinsic Value
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RISING INTRINSIC VALUE INCREASES

MARGIN OF SAFETY OVER TIME

Time
“I'T’S FAR BETTER TO BUY A WONDERFUL COMPANY AT A

FAIR PRICE THAN...”



MEDIOCRE QUALITY BUSINESS INTRINSIC VALUE OVER TIME

Intrinsic Value

BARGAIN PURCHASE PRICE DOESN’T IMPROVE
THE MARGIN OF SAFETY OVER TIME

Time

“... A FAIR COMPANY AT A WONDERFUL PRICE.”
— WARREN BUFFETT

www.pringturner.com



Low QUALITY BUSINESS INTRINSIC VALUE OVER TIME

Intrinsic Value

PURCHASE PRICE MARGIN OF SAFETY DETERIORATES
OVER TIME FOR A LOW-QUALITY BUSINESS.

1
PURCHASE
i PRICE

by —
by —
b r—
e r—
-
-----
L —
L
-—
L —
L

Time

THINK TWICE BEFORE INVESTING IN LOW QUALITY!

www.pringturner.com



Summary

Value Investing = Art + Science

“Time is the friend of the
Wonderful Company, the enemy
of the mediocre.”

— Warren Buffett

© Pring Turner



WouLD YoUu RATHER OWN...?

Projected Annual o o
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WouLD YoUu RATHER OWN...?

www.pringturner.com



Thank You

Final Q&A

N

PRING TURNER

Investment Management

Don’t miss any updates! Visit
www.pringturnetr.com to subscribe to
our free investor newsletter.
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