GET STARTED INVESTING WITH EQUITY MATES

CHECKLIST
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Here is our 5-point share investing checklist to assist you with your investment
research. This is a tool for people just starting out on their share investment
journey and is not an exhaustive list.

PLEASE USE THE RASK PHILOSOPHY PAGE, RASK MEDIA & THE GET STARTED INVESTING
COURSE TO HELP YOU LEARN.

OWEN'S HOT TIP: If youre good with Google, youll be able to find 99% of this
information online. You've just got to know what youre looking for! Be sure to
write down what you find. Do that, and youre on your way to becoming your
own investment analyst!

#1 - WHAT DOES THE COMPANY ACTUALLY DO0?

It's important to know what you're investing in. You should be able to
explain what the business does, how it makes money, and why it exists.

We also stick to businesses that are within our circle of competence

(i.e. what we can understand). For us, that means staying away from
speculative mining and biotech companies.

‘/ Do | understand what the company actually does?
(products, services, etc.)

Who buys their products? (e.g. its target customers)

‘ Do | understand the company’s business model and how
they make money?

Have | researched the history and track record of the
company?
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http://www.rask.com.au/our-philosophy/
http://www.raskmedia.com.au/
https://education.rask.com.au/courses/get-started-investing-equity-mates/
https://www.rask.com.au/2019/11/10/banking-budgeting-and-emergency-funds/

GET STARTED INVESTING WITH EQUITY MATES

CHECKLIST

#2 - WHO RUNS THE COMPANY?

Management should be aligned, talented, transparent, and
consider themselves as ‘owner-operators’ (founders and families
are great).

‘ Do | know who the CEO is, and have | looked into his/her
track record and experience? Check LinkedIn!

‘ Do | know who is on the board of directors?

Tip: read their bio and LinkedIn to find out if they have
experience.

. What's the salary of the CEO? (Use the Annual Report in
Australia and the "proxy statement” for US companies).

‘ Do the key people (CEO, board, etc.) own lots of shares in
the company they run? (i.e. do they have ‘skin in the
game’?)

. Is the CEO or senior management team the founder(s) of
the company?

AUSTRAUAN \ Tune into The Australian Finance
LV FINANCE /7 48 Podcast to get started with the
N PODCAST basics of shares and the world of
investing, with Kate & Owen!
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https://www.rask.com.au/2019/11/10/banking-budgeting-and-emergency-funds/
https://www.rask.com.au/2019/11/10/banking-budgeting-and-emergency-funds/
https://www.rask.com.au/podcasts/australian-finance-podcast/
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#3 - WHAT IS THE COMPANY'S MOAT?

The companies must have a strong competitive advantage or ‘moat.
Competitive advantages include scale, network effects, switching costs
and brand.

Do | know who the key competitors are?
./ Think: the competing product providers (e.g. Microsoft Office
competes with Google Docs).

What makes this company different from its competitors? (e.g.
’ Office is used in most workplaces, but Google is more of a start-

up thing).

Are there any key competitive advantages for this company?

‘ (Do people pay more for its brand, does it dominate the
industry? Does it have patents or licenses that protect its
products?).

‘ Does this company have a diversified range of
products/services and revenue streams?

Is the business the top dog? Is the business a verb? Think
'‘Google it, jump on a Zoom), 'did you Photoshop it?".

. How hard is it to give up this company's products or services?
E.g. does it provide something ‘mission critical?

@RASK

Tune into the Australian Investors
Podcast, to learn more about share
investing and identifying moats,
from the best in the game.
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#4 - 1S THE COMPANY IN A GROWING INDUSTRY?

The business should operate in a structurally growing and
increasingly important sector, market or geography. The total
addressable market (TAM) is very important when we are aiming
to invest for 5-10 years or more.

‘/ What is the total addressable market (TAM) for this
company?
Hint: search "[industry name] + market size". You should be
able to find free reports from Statista, Gartner, IBIS, etc.

‘ I've conducted a review of the industry, and here's what |
found...

‘ Do | believe this industry will grow over the next 10-20 years?
(i.e. always make sure it's not just a ‘concept’ or wishy-
washy-BS ‘idea’ -- are companies already making sales in
this industry? If theyre not, the industry might not even exist

yet!)

‘ Have | identified the key drivers of growth for this industry?
(e.g. within cloud computing, the "public cloud” is growing
fast; within ‘'sustainable energy’ lithium batteries are winning
etc.).

‘ Is the business going to be in a stronger position 10-20
years from now?

Tip: unfortunately, at best this will be just a ‘good guess'
based on your research. Write down your reasons for and
against.
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#5 - WHAT'S THE COMPANY'S VALUATION?

The shares/business must be reasonably valued. We use the
standard valuation modelling tools, such as discounted cash flow
(DCF) analysis, internal rate of return (IRR), comparables and
ratios, and sum-of-the-parts.

OWEN'S TIP: you can use Yahoo!Finance, your brokerage account
and many other resources. If you want to be your own boss
analyst, use the company's annual report.

Quick ratios: Find the number of shares on issue (‘diluted shares
on issue’) and then divide the profit and sales by that figure. E.g.
P/S ratio = total company sales for one year/number of shares.
P/E = total company net profit/number of shares.

‘ Have | calculated the price-earnings ratio (P/E) ratio of the
company?

How does this compare to competitors/similar
companies/the industry average?

Have | calculated the price-to-sales ratio (P/S) ratio of the
company?

How does this compare to competitors/similar
companies/the industry average?

Tune into_Get Started Investing_with
Equity Mates to take the first step on
your investing journey. Get Started
Investing is all about helping beginner
investors break down barriers.
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https://equitymates.com/get-started-investing/
https://www.rask.com.au/2019/11/10/banking-budgeting-and-emergency-funds/
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FOR RESEARCH INTO THE LATEST SHARES AND GENERAL
INVESTING ADVICE, TUNE IN TO THE AUSTRALIAN FINANCE
PODCAST. TO LISTEN, CLICK HERE:
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GET STARTED INVESTING Bt ol

IT'S EASIER THAN YOUR THINK HRESHE ing

B ' Sharg,

PURCHASE YOUR COPY TODAY! —<—>

GENERAL ADVICE WARNING

The information IN this WORKBOOK is general financial
advice only. That means, the advice does not take into
account your objectives, financial situation or needs.
Because of that, you should consider if the advice is
appropriate to you and your needs, before acting on the
information. In addition, you should obtain and read the
product disclosure statement (PDS) before making a
decision to acquire a financial product. If you don’t know
what your needs are, you should consult a trusted and
licensed financial adviser who can provide you with
personal financial product advice. Please read our Terms
& Conditions and Einancial Services Guide before using
THIS WORKBOOK.

Q@ RASK etucation GET STARTED INVESTING COURSE
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