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GLOSSARY

Earnings per Share (EPS):

Financial Performance Indicator (FPI):

Fundamental Analysis:

Most Recent Quarter (MRQ):

Technical Analysis:

Trailing Twelve Months (TTM):

EPS is the amount of profit per share (profit = net income —dividends).

FPIs are used to gauge insight into a company’s financial
performance. FPIs include Fundamental Analysis ratios and growth
rates of key results.

Fundamental Analysis is a business valuation process based on
assessment of company financial statements.

MRQ is a period when financial results were released, usually from an
interim report.

A method for forecasting future stock price directions through the
study of historical price (primarily) and volume trends

TTM is a period when financial results are valid for, in this case the
past 12 months.

(L
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1. INTRODUCTION

1.1  Product Description — First Class Trader

First Class Trader is a powerful stock market analysis and investment research tool.

Suggested usage for new users would be to:

1. Become familiar with the Stock Search tab to search through the First Class Trader
financial database of over 5,000 stocks.

2. Add a list of companies from the Stock Search tab to the Research Filter to perform
Fundamental Analysis based on reported financial results. The Research Filter will
statistically rank each company based on 30 financial performance indicators.

3. Use the Research Filter rankings to identify companies in the strongest financial
positions.

4. Add a list of companies from the Research Filter to a Watchlist to monitor automatic
price updates throughout the day.

5. Take Snap Shots of a list of companies from the Research Filter to monitor financial
performance over time.

6. View the historical stock price and volume changes.

7. Consult this User Guide for a more detailed look into the available features.

8. Contact the First Class Trader expert support team for any help or assistance.

1.2  Support

If you need support or would like to contact the First Class Trader team for any matter
(feedback, feature requests, etc):

e Email our expert support team at support@firstclasstrader.com.
e Fill out an online contact form at www.firstclasstrader.com/contact/.

1.3 Additional Material

Additional material can be found at the First Class Trader website www.firstclasstrader.com/.
You can also subscribe to receive updates on the latest posts via feed or email.



mailto:support@firstclasstrader.com
http://www.firstclasstrader.com/contact/
http://www.firstclasstrader.com/
http://feeds.feedburner.com/FirstClassTrader
http://feedburner.google.com/fb/a/mailverify?uri=FirstClassTrader&loc=en_US
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1.4  System Requirements

Operating System (Installed or Emulated)
¢ Windows 7, Windows Vista, Windows XP, Windows 2000 (SP4 or later)

Computer
e 256MB of RAM
e 50MB hard drive space

Internet
e Dial up connection or better to download the latest financial data and stock prices.

(L
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2. USING FIRST CLASS TRADER

2.1  Welcome Screen

When you open First Class Trader the Welcome Screen will be displayed (Figure 2-1) whilst
downloading the latest financial results.

Trial Version Note: The trial version Welcome Screen will appear different to that of
Figure 2-1 (quick launch options removed) and the load time is considerably faster (~20
seconds) due to the limited access to companies in the First Class Trader financial
database.

Welcome Screen [z|

Hrirst

lass

Load Progress

Transfering data

1T )

Huick Launch
Rezearch Filter Files: | W |
Wiatchlizt Files: | W |
Sort By Order By
(*) Date Created (#) Descending
) Mame () Azcending
() Recent

Figure 2-1: Welcome Screen Dialog

(L2,
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2.1.1 Quick Launch Options

While the latest financial results are being downloaded you have the option of selecting a
saved Research Filter or Watchlist file to automatically load your previous data. Navigation
through your stored files is easy with the quick launch sorting and ordering options.

Selecting the ‘New Project’ button or closing the Welcome Screen will load First Class
Trader to the default Stock Search tab.

2.2  Currency Selection

First Class Trader’s default currency is set to ‘U.S. Dollars’. To change currencies, simply
click on the ‘Change Currency’ button in the bottom right corner of the First Class Trader
window and make a selection. The selected currency will be stored as the new default setting
for each time you load First Class Trader.

Singapore Dollars ”
Smedish Krona

Swiss Francs
Taiwanese Dollars

Turkish Lira

\Wan

Yen hl
1.5, Dallars W

Change Currency: | 15, Dallars - I

Figure 2-2: Changing the Displayed Currency

QB
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2.3  Stock Search

The Stock Search tab (Figure 2-3) allows you to easily navigate through the First Class Trader
financial database to find a single company or an entire index list of companies.

&) First Class Trader

File  Edit Tools Help
-4 : o o
Add ko Research Fiter  Addto Watchist Take Snapshot Technical Analysis I
Stock Seaich | Ressarch Fiter | Watchlist | Snsp Shets | Update Log | Histeeieal Prices
Stock Search
Stack -
Search Stacks: one Stack Name Sector Industy Indes  Counly
® byCode O by Name A Aleaa bre Basic Matenals A s 100 Indes | Urited S1ates
T AAPL Apple e, Technology Computer Hardware 100 Indes | Urited States
ABT Abbolt Laber atories Hesllhcare Phaimaceuticals - Generic & Specisly | 100 Index | Urited States
S ehect Region: Amencas v HEP fme Elestic: Pow Co Utiilies Utiiies - Electiic 100 Indes | Urited States
Selact Courty :lJniled Chahas ,: ALL Allstale Cp Francigs Irsuance - Muliing 100 Index | Urated States
. o I Amgen Inc. Healthcare Biotechagiogy 100 Indes | Urited States
AMEH Armazon Com, Inc. Cpeheal Consumes Goods & Services Felsl - Catalog & Inbeinet Dider 100 Index | Uribed Siates
e e b e fvon Products Inc Mo Cyclizal Comsumer Gioods & Services Personal Products 100Index | Urited States
AP At Express Ine Financids Consumes Financial Servieas 100 Index | Uriled States
T BA Bioeing Co Industials Aptospacs & Defence 100 Indes | Urited States
BAC Bk Of America Cp Francias Barks 100 Indes | Urited States
[ ® (1@ Basic Matenots | [eax Bawter Il Inc Healhcare Medical Equipment, Suppbes & Distibution | 100 Indes | Urited States
s f: :’;"‘;‘ Conmuame Goods b Services BHI Baker Hughes Ini Eneigy il Rrelated Services & Equipment 100 Index | Urited States
[k Cosl BE. Bark Of Wy Meton Cp Financid Inwesiment Services 100 Indes | Urited States
.:lﬁ Irdegrated 0 & Gaz By BrislokMyers Squibh Heallhese Phamaceulicals - Diversified 100 Index | Uraed States
ﬁﬁ g::g:: Eﬁ,mw,m,m BNI Buringin N Sarte Fe Imdustrisls Rals & Roads - Fraights 100 Index | Urited States
(#4108 & Giss Flefining & Maiketing c Ciligroup Ine Francias Barks 100 Index | Urited States
[ i Relaled Senvces & Equinment caT Calespilar Inc Inchstiials Construction b Agiculliral Machinery | 100 Indes | Urited States
L Ciskgahe Pakmokre MorrCycheal Consumer Goods & Services  Personal Pioducl: 100 Indesx | Urabed Siates
CMCSA Comcast Corporalion Cpclcal Consumes Goods & Senvices  Bioadcasting 100 Indes | Urited States
COF Capital One Financia Financials Barks 100 Indes | Urited States
coP Corncophiips Eneigy Inbegrabed 0 § Gas 100 Indes | Urited States
cosT Costcn whelessls Comporstion  Cpeleal Consumer Goods & Services Retsl - Discount Shores 100 Index | Uribed Siates
cPe Campbell Soup Co MarCychcal Consumer Goods & Services  Food Processing 100 Index | Urited States
£sco Cisen Systems, Ine. Tachnelgy Commurications € quipment 100 Index | Urited States
Vs vz Cavemank. Cp MonCpchcal Consumer Goods & Services  Fetal » Drugs 100 Index | Uribed States
< >
|

Figure 2-3: Stock Search Tab

2.3.1 Stock Search (Single Company)

The Stock Search text box (shown in Figure 2-4) is used to search through the First Class
Trader financial database for a single company. Two options are available to search by:

e Stock Code (e.g. GOOG, AAPL)
e Stock Name (e.g. Google, Apple)

Stock Search
Search Stocks: | |

() byCode ) by Mame Stack Search

Figure 2-4: Stock Search Text Box

(L2,
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After each key stroke in the stock search text box the list of stocks matching your inputs are
narrowed down, Figure 2-5.

Stock Search
Search Stocks: |Apd

(O by Code appliance Recycling Centers OF - AR.C
applied Energetics, Inc - AERG
applied Idns Tech - &IT
Applied Materials, Inc, - AMAT
Applied Micro Circuits Corporat - AMCC 4
Applied Signal Technology, Inc, - APSC

Figure 2-5: Stock Search Text Box — Search by Stock Name

Once you have located a company of interest the next step is to select the ‘Stock Search’
button which will add the company to the Stock Search results area as shown in Figure 2-6.
Additional stock classification details are included such as:

e Sector

e Industry
e Index

e Country

Stock Search | Research Filker | Watchlist | Snap Shats

Stock Search
Search Stocks: [GOOG - Googe Inc. ok ok Sector Inciusty Indi County
(& by Code O by Name Stack Search Apple Ine. Technology | Computer Hardware United States
Index Search AdPL Apple Ine. Technology | Computer Hardware Mazdag 100 United States
) - AnPL Apple Inc. Technology | Computer Hardware B00 Index United States
Select Region: All Regions hd
AAPL Apple Inc. Technology | Computer Hardware 100 Index United States
SEEREN: Urited States b/ AAPL Apple ne. Technology | Computer Hardware Computers United States
Select Index: Dow Jones... b AAPL Apple he. Technology | Computer Hardware 1500 SuperComp | United States
Select Componeht: 20 Industrials w GOOG Google Inc. Technology | 1T Services & Conzulting | Composite United States
GOOG Google Inc. Technology | 1T Services & Conzulting | Masdag 100 United States
Index Search . - -
GOOG Google Inc. Technology | 1T Services & Consulting | 500 Index United States
Sector/Industry Filker G00G Google Inc. Technology | 1T Services & Consulting | 100 Index United States
T ,\; Elasic Materials GO0G Google Inc. Technology | 1T Services & Congulting | Computers United States
=8 k.;' Cyclical Consumer Goods & Services GOOG Google Inc. Technology | T Services & Consulting | 1500 SuperComp | United States

Figure 2-6: Stock Search Results

2.3.2 Index Search (List of Companies)

The Index Search options (Figure 2-7) are used to quickly locate a list of companies in the
First Class Trader financial database. For the full list of Index Search options available,
including the number of stocks listed in each index, please see
www.firstclasstrader.com/global-indices/.

(L
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New Investor Tip: Start with an Index that contains familiar companies from your local
exchange. The user friendly navigation through the Index Search results along with the
ability to sort companies by Sector and Industry will help identify the available investment
opportunities and their competitors.

|ndex Search

Select Begion: All Begions
Select Cauntny: IIrited States
Select Index: Do Jones. ..

Select Component: 30 [ndustrials

I<<<<

|ndex Search

Figure 2-7: Index Search Options

An example of the Index Search results for United States >> Dow Jones >> 30 Industrials
(sorted by Sector) is shown in Figure 2-8.

%tg;: Stock Mame Sectar Induisty Index Country
oD DuPontE I DeMem | Basic Materials Chemicals - Diversified 30 Industrials | United States
DIs Walt Digney-Disney © | Cyclical Consumer Goods & Services tedia Diversified 30 Indusztrialz | United States
HD Haorme Depot Inc Cyclical Consumer Goods & Services Retail - Specialty 30 Indusztrials | United States
MCD Mcdonalds Cp Cyclical Congumer Goods & Services Restaurants 30 Indusztrialz | United States
AT Wal Mart Stores Cyclical Consumer Goods & Services Retail - Department Stares 30 Indusztrials | United States
[t Chewvron Corp Ernergy Integrated Cil & Gas 30 Indusztrialz | United States
HOM Exmon Mobil Cp Energy Integrated Oil & Gas 30 Indusztrials | United States
AP Amer Express Inc Financials Conzumer Financial Services 30 Indusztrialz | United States
BAC Bk Of America Cp Financials Banks 30 Indusztrials | United States
JPM JpMuorgan Chaze Co | Financialz Financial Services - Diversified 30 Indusztrialz | United States
TRY The Travelers Co Financials Insurance - Property & Cazualty 30 Industrialz | Urited States
JHJ Johnzon And Jobne De | Healthzare Pharmaceuticalz - Genenic & Specialty | 30 Industrialz | United States
MR Merck Co Inc Healthcare Phamaceuticals - Diversified 30 Industrials | United States
PFE Ffizer Inc Healthcare Pharmaceuticals - Diversified 30 Industrialz | United States
Ba, Boeitg Co Industrials Aerospace & Defenze 30 Industrialz | Urited States
CaT Caterpillar Inc Indusgtrials Congtruction & Agricultural Machinemy 30 Indusztrialz | United States
GE Gen Electric Co Industrials Industrial Conglomerates 30 Industrialz | United States
b bibd 3k Comparny Indusgtrials Industrial Conglomerates 30 Indusztrialz | United States
T United Tech Industrials Aerospace & Defenze 30 Industrialz | United States
KFT F.raft Foodz [ne Hon-Cyclical Conzumer Goodz & Services | Food Proceszing 30 Indusztrialz | United States
k0 Coca Cola Co The Mon-Cycliczal Consumer Goods & Services | Beverages - Nonsdlzcoholic 30 Industrialz | United States
PG Frocter Gamble Co Hon-Cyclical Conzumer Goodz & Services | Household Products 30 Indusztrialz | United States
CsCo Cizco Spstems, [nc. Technology Communications Equipment 30 Indusztrials | United States
HFQ Hesalett Packard Co Technology Computer Hardware 30 Indusztrialz | United States
|B b It Buzinezs Mach Technology IT Services & Consulting 30 Indusztrials | United States

Figure 2-8: Index Search Results Table — United States, Dow Jones, 30 Industrials

QB
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2.3.3 Sector / Industry Filter

The Sector/Industry Filter allows Stock Search results to be narrowed down by selecting the
checkboxes of Figure 2-9. For example, in the results of Figure 2-8, if you wanted to avoid
the Financials sector, instead of deleting entries manually, you could deselect the Financials
checkbox.

Sectordndustry Filker

'H-F B asic Materials
'u-'F' Cyclical Consurner Goods & Services
[¥|( Energy
V(& Financials
[¥|( Healthcare
V(5 Industrials
'u-'F' Mon-Cyclical Conzumer Goods & Services
| Technalogy
b1 Communications Equipment
b1 Computer Hardware
b 1T Semvices & Congulting
b Office Equiprment
% Semiconductor Equiprment & Testing
b Semiconductors
b Software
+ -H; Telecommunications Services
=-[¥]i Utilities
ke Utilities - Electric
b Utilities - Multiine
b Utilities - Matural Gas
ba Utilities - Water & Others

[ o o e O O O

Figure 2-9: Sector / Industry Filter

2.3.4 Stock Search — Where to next?

At this stage you should be able to easily navigate through and select companies listed in First
Class Trader’s financial database. The next step is to perform stock analysis and investment
research using First Class Trader’s:

e Research Filter — Section 2.4. To identify companies:
o Outperforming their competitors
o Inthe strongest financial positions
o Representing the best priced value investments
o To avoid based on their poor financial performance
e Technical Analysis — Section 2.9.
o View historical stock price and volume charts
o Perform trend analysis using technical indicators
o Look for oversold/overbought conditions for buy and sell indicators

QB



First Class Trader User Guide 10

Research Filter

The Research Filter is used to perform stock analysis by statistically comparing each
company’s financial health. This is achieved by clicking the ‘Add to Research Filter’ button
(Figure 2-10).

+

Add Eo Retsearch Filket
Figure 2-10: Add to Research Filter Button

Trial Version Note: The trial version Research Filter assessments are limited to companies
identified through an ‘Index Search’ only. The trial version is therefore limited to
companies listed on the Dow Jones Composite Index (65 stocks).

Technical Analysis

Technical Analysis is used to view historical stock price data and perform trend analysis using
technical indicators. This is achieved by clicking the ‘Technical Analysis’ button (Figure
2-11) after selecting a stock code.

Technical .&nalysis

Figure 2-11: Technical Analysis Button

Trial Version Note: The ‘Technical Analysis’ button is disabled in the Stock Search tab
using the trial version. This means that you can only view historical stock price charts and
apply technical analysis signals after performing an ‘Add to Research Filter’ option.

(L



First Class Trader User Guide 11

2.4 Research Filter

The Research Filter is used to compare and rank companies in the strongest financial
positions through to the weakest. The financial results of each company are presented in a
spreadsheet style grid (Figure 2-12) allowing you to search through and compare each
company’s performance.

'ﬂ) First Class Trader Q@@

File  Help
. n e 4
Add bo Research Filker  Add to Watchlist Take Snapshot  Technical Analysis
Stock Search | Research Fiker | wwatchlist| Snap Shots | Historical Prices
File Dretails Update Options Curgor Options Research Filer O ptions
Research Filter Name: Update Prices ] [ Get Latest Info ] [ Edit Cursors ] [ Hide Cursors ] [ Show Cursore ] [ Remave Selection ] [ Clear All
Stock Stock F/E Ratio EPS MR a
Cods Stock Mame Fifeg Sectar Industry Country EPS TTM EPS &g TTH Grawth

S T N [T ms M |
MRk terck Colne 3464 Healthcare | Pharmaceuticals - Diversified United Sta... 411 2495 24 @ 2151% | @
TRY The Travelers Co B0.99 Financials | Insurance - Property & Casualty United Sta... B 517 85 O 5.0%
VZ Werizon Commun 2910 Telecom... |WWireless Telecommunications Sere . | United Sta 245 232 11.7 @ 1525% (@
T AT Inc 2590 Telecom... | Integrated Telecommunications Se.. | United Sta 212 140 122 @ 4%
IBM Intl Business Mach 12995 Technalo... |IT Services & Consulting United Sta... 9.70 7.40 124|@ 98x (@
JM Johnzon And.Johns D E4.69  Healthcare | Pharmaceuticals - Generic & Speci... | United Sta... 466 417 139 O -18.6% .
(Y= Chevron Corp 80.57 Eneigy Integrated Oil & Gas United Sta... 5.24 am 154 O -370% .
EFT Kraft Foods Inc 29.82 Mon-Cycli... | Food Processing United Sta... 1.93 1.84 155 B11%
HFQ Hemwlett Packard Co 833 Technalo... | Computer Hardware United Sta... 343 2.59 155 18.4% O
UTH Urited Tech 7470 Industials | Aerospace & Defense United Sta 477 423 167 €1 (D
MSFT Microsoft Corparation 3087 | Technolo. . | Software United Sta 143 151 164 59.0% (@
PG Procter Gamble Co 63.24  Non-Cycli... | Household Products United Sta... 367 309 17.2 128% |@
MCD tMcdonalds Cp 70,00 Cyclical C... | Restaurants United Sta... 4.04 3.04 173 27.9% O
#0M Exxon Mobil Cp E3.23 Eneigy Integrated Oil & Gas United Sta... 3.97 E.4E 174 -18.0% .
FFE Ffizer Inc 16.53 Healthcare | Pharmaceuticals - Diversified United Sta... 042 0.54 17.3 | 4752
JPH Jp Margan Chase Co 4359 Financials | Financial Services - Diversified United Sta... 2.39 2.79 183 O 354.0% O
GE Gen Electic Co 1893 Industials | Industrial Conglomerates United Sta 103 170 124 D) 2252 @
oo DuPontE | De Nem 3966 Basic Ma... | Chemicals - Diversified United Sta 214 273 186 (D! 1695% @
SIS 3 Company 8843 Industrials | Industrial Conglomerates United Sta... 4.72 4.53 188 O E8.9%
DIs wéalt Diznep-Digney C 36,30 Cyclical C... | Media Diversified United Sta... 1.93 1.84 188 O 18.6% O
KO Coca Cola Co The 53.38 Mon-Cycli... | Beverages - Hon-lcoholic United Sta... 2.80 2.3 18.0 o 0.2% O
INTC Intel Corporation 23.20 | Technolo... | Semiconductors United Sta... 098 116 241 | @ gr07x | @
?n Herne Nannt [ne WM Coelieal T | Retail - Srecialtn I rited St 142 292 o4 7 | 0 o i o

29 stocks addedupdated ko the Research Filter. Change Currency: U.5. Dollars +

Figure 2-12: Research Filter Financial Results Summary

Note: The Research Filter analysis can be performed against any custom list of stocks
(selected with the Stock Search tool) from the First Class Trader financial database
(5,000+ stocks).

Note: The recommended input to the Research Filter is for a list of stocks with similar
financial structure and growth prospects. For example, stocks from the same Sector or
stocks from similar Industries.

(L
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Figure 2-12 Note: With reference to Figure 2-12, the stocks added to the Research Filter
are from a mixture of Sectors and Industries (Dow Jones Composite). This means there
may be a large variation in financial structure between companies and therefore some of
the financial performance indicators may not directly apply between companies. For
instance, the P/E ratio (Price to Earnings) for Utility stocks is commonly much lower than
the Technology sector due to typical Utility characteristics of low growth and steady
earnings. This may result in Technology stocks being identified as performing below
average (for the P/E performance indicator) whereas they may actually outperforming
most of their sector, which is a more accurate assessment. In summary, use the Stock
Search Sector/Industry filter to select similar companies before adding to the Research
Filter for assessment.

2.4.1 How the Research Filter Ranks Company’s Financial Health

The Research Filter ranks each company’s financial health based on their current and
historical (last 5 years) results over a range of 30 financial performance indicators. The
performance indicators consist of Fundamental Analysis ratios and growth rates which have
been obtained from reported (interim and annual) financial statements; income, balance sheet
and cash flow statements. The performance indicators used focus on a comprehensive
assessment of all aspects of each company’s financial health:

e [ncome Statement Assessment
e Balance Sheet Assessment

e Cash Flow Assessment

o Efficiency & Profitability

o Institutional Holdings

e Debt Ratios

e Dividends

The full list of financial performance indicators used can be found in Appendix A.

Note: The financial performance indicators used in the Research Filter allow direct
comparisons to be made between larger well established companies whose stock price may
be 350 and a smaller company trading at $2. For instance, the smaller company’s
earnings and sales figures may seem miniscule however once each company’s results are
represented as Fundamental Analysis ratios such as P/E and P/S ratios (stock price to
earnings and stock price to sales) they can be directly compared. This is the basis of the
Research Filter analysis which statistically evaluates each company against 30 financial
performance indicators.

ATt Bl
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2.4.1.1 Financial Performance Indicators

The financial performance indicators used in First Class Trader have been selected to capture
an overall financial assessment of each company with the full list available in Appendix A.
The performance indicators are easily identified in the Research Filter by the adjacent cursor
columns used to rank each company (more on how companies are ranked in Section 2.4.1.2).

An example of 2 out of the 30 financial performance indicators used in the Research Filter
can be seen in Figure 2-12 for the columns ‘P/E Ratio (TTM)’ and ‘EPS MRQ Growth’. Each
performance indicator is based on commonly used terms so they are easy to interpret, for this
example:

e Price to Earnings Ratio (trailing twelve months):
P/E Ratio is the current price per share divided by the earnings per share (EPS = net
income divided by the number of shares outstanding). Stocks with higher forecasted
earnings will trade at a higher P/E (e.g. Technology companies) versus companies such
as Utilities with stable earnings and lower growth potential. The assessment of P/E is
therefore best performed against like for like companies with similar growth prospects,
i.e. from the same Industry or Sector. If similar stocks were compared based on P/E ratio
alone (not recommended as this will not represent the overall financial health), the stock
with the lower P/E would represent a better value investment.

e [Earnings per Share most recent quarter growth:
EPS MRQ growth is determined by comparing the change in earnings (net income)
recorded in the latest interim report (quarterly) to the same quarter one year ago. Most of
the larger established companies are expected to have consistent positive earnings
growth. If they were to report lower earnings for a quarter the stock price will likely drop
unless there is a one-off reason. The EPS MRQ growth can also highlight a change in a
company’s outlook with a trend reversal of previous reported growth rates. The Research
Filter will identify companies outperforming their competitors based on earnings growth
figures which will also reference the market average.

Note: Assessing companies against a small range of performance indicators (typical of a
stock screener) may identify companies performing well in some aspects but going
backwards in others, which may eventually lead to their downturn. To avoid this pitfall, the
First Class Trader Research Filter assesses each company’s health against 30 financial
performance indicators simultaneously.

Note: The financial performance indicators used in First Class Trader are all based on
common and easy to understand terms such as earnings, sales, debt etc. You can also
hover on the column headings in the Research Filter for an additional description.

ATt Bl
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2.4.1.2 Statistical Ranking of Financial Performance Indicators

The Research Filter compares and statistically ranks each company for each of the 30
financial performance indicators. A visual representation of the statistical rankings can be
seen with the adjacent cursor columns of each financial performance indicator, Figure 2-13.

Note: The desirable financial results can vary depending on the Fundamental Analysis
ratios (e.g. high values for ‘free cash flow/debt’ or low values for ‘price to earnings’) With
the full range of performance indicators presented in Appendix A.

F/E Ratio
TTH

EFS MRQ

Growth
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75.0%
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Figure 2-13: Research Filter — Financial Performance Indicator Rankings
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It can be seen from sorting the P/E Ratio column (in Figure 2-13), that the company’s
representing the best value (based on P/E Ratio alone) are assigned a green cursor (@)
through to black (@), for companies that are suggested to be overpriced.

Note: The statistical rankings for each financial performance indicator are presented
graphically with coloured cursors. The cursor settings are adjustable and define how the
statistical rankings are assigned, e.g. stocks in the top 75-100 percentile band for the MRQ
sales growth can be assigned a green cursor (@). The Research Filter identifies the
companies with the strongest financial health based on an assessment of each of the 30
financial performance indicators.

The initial Research Filter cursor settings are displayed in Table 2-1.

Table 2-1: Research Filter Initial Cursor Settings

Displayed Cursor Stock Percentile Range Results Category
O Top 75-100% Results well above average
Top 50-75% Results above average
l;:) Bottom 25-50% Results below average
. Bottom 0-25% Results well below average

Note: The Research Filter cursors can be turned on or off using the cursor options shown
in Figure 2-14.

Curzor Ophions

[ Edit Cursors ] [ Hide Curzors ] [ Show Curzors ]

Figure 2-14: Research Filter Cursor Options

Figure 2-13 Note: The Research Filter results in Figure 2-13 show 5 out of 11
performance indicators from current and historical Income Statement results. Already
there are a couple of stocks that may represent value investment opportunities and a few to
avoid however the entire list of financial performance indicators will need to be

considered to capture each company’s overall financial health.
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2.4.1.3 Ranking Overall Financial Health

To rank the overall financial health of each company, simply scroll to the far right of the
Research Filter for the tallied financial performance indicator results, Figure 2-15. The top
ranked companies will be a quick first pass assessment of the stocks representing the best
value investment opportunities based on the strongest overall financial health compared to
their competitors.

Investing Note: It is recommended that additional research be performed before investing
based on the Research Filter results alone. For example, management review, recent
company news and historical price evaluation.

.;) 3
20
16
15
15
15
14
13
13
13
13

L |
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Figure 2-15: Research Filter Overall Financial Health Rankings

Note: Any companies highlighted as potential investments with the Research Filter should
be investigated further into any areas where they may be under performing. This can easily
be achieved by scrolling across to the columns where the performance indicator results
are below average (highlighted with red or black cursor results). Then it comes down to an
individual’s chosen investment style to determine if the results that are below average are
of big enough concern to avoid investing in that stock.

Note: The Research Filter’s statistical ranking criteria can be customised which is
discussed in Section 2.5.
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2.4.2 Saving a Research Filter List

To save the current list of stocks and financial results displayed in the Research Filter simply
click File > Save As, or press Ctrl+S. This will bring up the file manager form, Figure 2-16.
Then you can enter a relevant file name and click ‘Save’.

E3 File Manager - Save As

SHirst Glass
TRADER

Euplarer
Research Filter File Detailz Watchlist File Details
. Last File Mame | Last Acceszed Date Created
File Hame prye— Date Crg
MNY'SE Industrial Stocks 19/02/2010 9. | 1940272
Global Mining Companies 19/02/2010 9., | 19/02/2

140 Financialz | 13/0242010 9.

File: Detailz
File Marme: |AS.‘>< Financials vz MASDALD Financials L | [ Save ]
File Type: | Research List File [*.1f] v | [ Cancel ]

Figure 2-16: File Manager — Saving Research Filter Data
2.4.3 Research Filter Update Options
The Research Filter update options are shown in Figure 2-17.

Update Options
[Llpu:late Prices ] [ et Latest Info ]

Figure 2-17: Research Filter Update Options

Note: Each time companies are added to the Research Filter they are automatically up to
date with the latest available First Class Trader financial database information.

(LT
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The ‘Update Prices’ button will download the latest stock prices, recalculate the financial
ratios (concerning the latest stock price), then rank each company against the updated results
and tally each company’s overall financial health.

The ‘Get Latest Info’ button will check the First Class Trader financial database for new
reported results (either interim or annual). As financial results are reported quarterly and
therefore aren’t updated as regularly the ‘Get Latest Info’ process will mainly be of benefit to
check after opening a Research Filter file saved some time ago. If new financial results are
available, the First Class Trader Update Log (Section 2.6) will be populated with a list of
companies updated and the variation in financial results.

Trial Version Note: The ‘Get Latest Info’ button in the Research Filter tab is disabled in
the trial version.

2.4.4 Research Filter — Where to next?

Now that you have assessed companies based on their current and historical financial results
you have the following options:
e Stock Monitoring
o Snap Shots Tool — Section 2.7.
= Capture a summary of a company’s current financial results
= Monitor changes in financial results over time
= Monitor your portfolio or prospective investments for the right times to buy or
sell
= Test the performance of stocks identified from different analysis criteria over
time to fine tune your investing approach
o  Watchlist — Section 2.8.
= Retrieve automatic market updates of key intra-day activity such as price and
volume changes
=  Observe the daily market results with graphical indicators showing how your
portfolio or potential investments are performing
e Additional Stock Analysis
o Technical Analysis — Section 2.9.
=  View historical stock price and volume charts
= Perform trend analysis using technical indicators
=  Look for oversold/overbought conditions for buy and sell indicators
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To proceed with additional stock analysis or monitoring from the Research Filter, highlight
the stock/s you are interested in and click the appropriate button shown in Figure 2-18.

7 & e

Add to '-.-'-.-';I:I:hlist Take Snapshot  Technical ﬁnalysis
Figure 2-18: Additional Stock Analysis and Monitoring Options from the Research Filter

(L
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2.5 Research Filter — Custom Statistical Ranking Criteria

The statistical ranking criteria of each financial performance indicator can be customised by
clicking on the ‘Edit Cursors’ button in the Research Filter tab. The Edit Cursors tab (Figure
2-19) shows a graphical representation of each performance indicator, with the x-axis
representing the number of stocks sorted in ascending order according by ratio results plotted
on the y-axis. This allows an easy interpretation of how the companies are statistically ranked
and divided into the different cursor results.

Note: The coloured shading on the chart highlights the cursor regions used to rank
financial performance. Initially set to the 25, 50 and 75 percentile values.

B3 First Class Trader g
Eile  Help
£ ca
Add to Research Filker  Add to Watchlist  Take Snapshat  Technical Analysis
Stock Search | Ressarch Filer | Edit Cursors | ‘Watchlist | Snap Shots|
e Group Ratios By
oc
Rati - -
Code atio © &l Sectors All Sectars - EP3 MRQ Growth
152.9% Individual S echar
CaT -B6.6%
T 7% Selected Ratio
BAC -24.7% Sectar
GE ey Al Sectors v
JH 186% Raticr
oM 8% EFS MRQ Growth -
HD 9.2%
Ut £1% Cursor Values i’
Ko 02% z
IEM 98% Chisl £
o
P& 138% | _ Cursor 2 £
HFG 18.4% Cusor 3
DIs 186%
£sco 233x% Submit Changes
T 25.4%
MCD 7% [ Cancel ]
FFE 475%
MSFT 59% Bulk. Cursor Update
KFT B11% [] Enable Update Al
L 1 1
MM B3 8% Update &l R atios ) 2 22
TRY 755 Sorted Stock Cades
BA 76.5%
- . EPS MRQ EPS TTH EPS 5 vear Sales MRG Sales TTHM Sales 5 year Years of EPS
ARF 124.2% Sector | P/E Ratio TTH Growith Growth Growth Growth Growth Growth Girowth
oo 163.5% | |
WK por All Sectars | 25.0%, 50.0%, 751 0%, 50.0%, 75.0% | 25.0%, 50.0%, 75.0%  25.0%, b0.0%, 70.0% | 26.0%, 50.0%, 75.0% | 265.0%, 50.0%, 75.0% | 25.0%, 50.0%, 75
k4
JPh 354% | W >
Change Currency: ULS, Dallars ~

Figure 2-19: Edit Cursors Tab

Note: The middle cursor (red/yellow interface) initially represents the current median
(~average). For example, if the Research Filter contains all of the stocks from the
Financials sector of the NASDAQ Composite you can easily identify the Financials sector
average and therefore the companies performing above average.

(LT
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2.5.1 Selecting Different Financial Performance Indicators

There are two options for scrolling through each of the performance indicators. You can make
selections from the ratio menu shown in Figure 2-20 or alternatively clicking and scrolling
through the ratio navigation table shown in Figure 2-21. Each time you change performance
indicators (ratios) the graph will change according to your selection.

Selected Ratio

Sectar:

All Sectars W
Ratia:

EFS MRQ Growth W

Figure 2-20: Edit Cursors — Ratio Selection Menu

EPS MRO EPS TTHM EPS 5 pear Sales MRO Sales TTM Sales b year “Years of EPS

Sector | P/E Ratio TTM Growth Growth Growth Grawth Growth Growth Growth

All Sectors | 25.0%, B0.0%, 75.00% Reaik Y 25.0%, B0.0%, 75.0% | 25.0%, 50.0%, 75.0% | 25.0%, 50.0%, 75.0% | 25.0%, 50.0%, 75.0% | 25.0%, 50.0%, 75.0% | 25.0%, B0.0%, 75

Figure 2-21: Edit Cursors — Ratio Navigation Table with Cursor Settings

2.5.2 Changing Cursor Values — Bulk Updates

You can change each performance indicator’s cursor settings in one operation using the bulk
cursor update option. After selecting the ‘Enable Update All’ checkbox (Figure 2-22) you can
change the cursor settings to new percentile values between 0-100.

Curzor Values

Curzor 1; 250
Curzor 2 R0.0
Curgor 3 .0

[ Submit Changes ]

[ Cancel ]

Bulk. Curzor Update
[ ] Enable Update &l

Ilpdate All B atioz

Figure 2-22: Edit Cursor — Bulk Update Options
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Depending on your investing style, you could for example:
e Set a more stringent criteria (eg 15%, 50%, 85%)
e Look for companies consistently performing above average (eg 20%, 60%, 80%)

Once you have made the desired changes, clicking the ‘Update All Ratios’ button will store
the new cursor settings. The Research Filter criteria results will be updated when you press
the ‘Submit Changes’ button which will also close the Edit Cursors tab.

2.5.3 Changing Cursor Values — Manual Adjustment

Manual adjustment of the cursor settings is achieved by clicking and dragging the black
cursor lines (in between the shaded regions).

Tip: Clicking and dragging along the y-axis will adjust the scale. Clicking and dragging
the plot area will allow you to reposition the x-axis (y=0).

An example of changing the y-axis scale of the original curve of Figure 2-19 is shown in
Figure 2-23. The middle section of the curve can now be seen more clearly and the points
where the graph becomes non-linear are now quite evident. The cursors have dragged across
to these locations to further clarify the different sections of the curve.

Tip: Manually adjusting the black shaded region (worst performing stocks) to the point
where the reported results decreases rapidly (as in Figure 2-23) is an effective way of
screening out companies to avoid.

Tip: For growth rates, manually adjusting the green shaded region (best performing
stocks) to the point where the reported results increase rapidly (as in Figure 2-23) should
be treated carefully as high growth rates aren’t usually sustainable over time.
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All Sectors - EPS MR Growth
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Figure 2-23: Zoomed Version of the Chart in Figure 2-19

Figure 2-23 Note: The input data used in Figure 2-23 was from the Dow Jones 30
Industrials Index. The input stocks are from a range of Sectors as can be seen from the list
in Figure 2-8. Without going into detailed statistics, the chart presented in Figure 2-23
isn’t a typical growth curve which usually sees the “tail” regions (rapid
increase/decrease) located much closer to the 0 and 100 percentile marks. In this case it is
probably due to the small input data set of 30 stocks and the correlation between different
Sectors. Section 2.5.3.1 will consider a more typical growth rate curve.

2.5.3.1 Manual Adjustment — Example Usage

A typical growth rate curve is shown in Figure 2-24. As can be seen, it is quite noticeabl
where the “tail” regions are, which represent stocks with reported results that have a larg
standard deviation. The input data for this case is 160 stocks from the Materials Sector of th
NYSE Composite Index.

€
€
e

A zoomed in version is shown in Figure 2-25 which shows the input data is correlated well by

the smooth curve. The cursor setting have been adjusted and will be discussed following.
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Figure 2-24: Typical Growth Rate (Financial Performance Indicator) Curve
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Figure 2-25: Typical Growth Rate (Financial Performance Indicator) Curve — Zoomed
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With reference to Figure 2-25 the cursor settings have been shifted for the following reasons

(however, these are just suggestions and come down to the individual’s investing style):

e Black region has been shifted to the point where financial results deteriorate rapidly.
Deciding to stay away from these company’s at all costs!

e The red/yellow interface which initially highlights the Sectors average (median for the
correct term) in this case was around -35% (nearby stock code 80 out of 160). This
growth rate for EPS over the past 12 months is quite low so we have decided to shift the
middle cursor along to the 0% cross over location. Any stock with EPS TTM growth
above 0% is now regarded as performing above average.

e The green region remains relatively unchanged as companies in this region have recorded
growth rates above 50%.

Note: These changes were all made in less than 30 seconds. Each financial performance
indicator will have a different distribution profile of financial results. Now you are ready
to customise the cursor settings of each performance indicator to help find the best value
investment opportunities in companies that are outperforming their competitors.

Note: After manually adjusting the cursor settings you can update the Research Filter
analysis rankings by clicking the ‘Submit Changes’ button, Figure 2-22.
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2.6  Update Log

The Update Log is populated if new financial results are available for the companies currently
listed in the Research Filter after selecting the ‘Get Latest Info’ button. The Update Log tab
will only be shown if updated financial results have been identified. From that point on, each
time you load First Class Trader you will see the Update Log tab unless you choose to delete
the updated results summary.

B3 First Class Trader |ZHE||Z\
File  Edit Tools Help
& a
Add to Research Filter Add to Watchlist Take Snapshot Technical Analysis
Stock Search ” Research Filter ” Watchlist H Snap Shots | Update Log ]
Update Log Optiong
[ Collapse Al ] [ Expand &l ] [ Delete Selection ]
. ~
Stock Information U\B:ﬁ:d \‘p;:fé Ei;agr: m
Elu-“: 2570172010 8:18:00 PM [sustralian Dallars]
W EPSTTM 108 208
W ESte cample Values for Example
“uk Revenue TTM
~ug MetIncome TTH 178.00 184.00 3
ok Total dssets 846230.00  846000.00
ok LTD Ava 1177E.00  59531.40
ik Shares Dutstanding 199377 1939.00
Wk Shares Outstanding Avg 190330 1904.35
¢ Current Ratia 200 364
ok ROA 0.00 0.00 L)
“ug Met Cash TTH 723600 7161.00
g Met Cash dwg 222880 2198.80
sk Cashfrom Ops TTM 14706.00 14575.00
i Cash from Ops Avg 970200 9650.00
‘Wt 3Morth % Change 001 0.0
% Dividend TTM 216 306
1@ 25/01/2010 81651 P (.5, Dollars]
~u Revenue TTH 576948 GF07.25
Wt MetIncome TTH 166.32 170,83
ok Total Assets 7H6047.80  FAET34.19
Wt Curent Assets 923 9473
W Intangible Assets 929 1393 3
Change Currency: U.5. Dollars +

Figure 2-26: Update Log Tab

Zooming in on the updated financial results summary is shown in Figure 2-27. The Update
Log data is easy to navigate through using the collapsible elements of the ‘Stock Information’
column. For instance selecting a stock code will expand to a list of dates when financial
results were updated. Selecting a date will give you a summary of the financial results that
have been updated, referencing their initial values and the percentage change.
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28/01/2010 8:18:00 PM [Australian Dollars)

|lpdated
YWalue

Fercent
Change

[ritial
Yalue

we EPSTTHM 1.08 2.08 481%
w ERS A Sample Values for Example "%
o Revenue TTHM A%
wr Met lncome TTH 178.00 184.00 3.3
we Total Azzets 846230.00 | 84E000.00 0.0%
W LTD Awg 77600 595531.40 22.8%
Wt Shares Outstanding 139377 1393.00 0.3%
we  Sharez Qutztanding Avwvg 190330 1904.35 0%
% Current Ratio 2.00 JE4 45 1%
W ROA 0.0 0.00 -3.3%
e MetCazsh TTH 723600 F1E1.00 1.0%
wr Met Cazh dwg 222880 2198.80 1.4%
wt  Cashfrom Opz TTH 1470500 | 14575.00 0.9%
W& Cazh from Ops Awg 970200 96R0.00 0.5%
w3 Month % Change -0.m 0.01 0.3%
st Dividend TTH 216 308 -29.4%
25/01/2010 8:16:51 PM [UL5. Dollars)
W Revenue TTh -A7E9.48 | -BV07.25 11%
e Met lncome TTh 165.32 170.89 -3.3%
wr Total Aszets 78534780 | 78573419 0.0%
W Current Azzets 923 9473 -90.2%
Wt Intangible Azsets 923 1393 -33.3%

Figure 2-27: Update Log — Change in Financial Results

Note: Using the Update Log will provide an excellent recourse for comparing a company’s
latest financial results against their historical performance. Comparing the changes across
interim and annual reported results over time will identify areas of growth and highlight
strengths/weaknesses (e.g. continued earnings growth, a rapid increase in debt, etc).
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2.7  Snap Shots

’“—) First Class Trader

File  Edit  Tools Help
‘9 Cin |
Add to Research Filker  Add to Watchlist  Take Snapshot  Technical Analysis
Stock Search | Research Filter Walchhst‘ Snap Shots | Update Log | Historical Prices
Dizplay Shap Shot Dptions
(%) Fundamental Data (O Technical Charts [ Collapse Al ] [ Expand Al ] [ Delete Selection
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Change Currency:  Australian Dollars =

Figure 2-28: Snap Shots Tab

The Snap Shots tab (Figure 2-28) is used to access data that you have captured at a previous

date. The two types of data that can be stored are:

e Fundamental Data (Financial Results)
e Technical Charts

The data currently displayed can be changed using the Snap Shot display options, Figure

2-29.

Dizplay
(¥) Fundamental Data () Technical Chartz

Figure 2-29: Snap Shot Data Display Options
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Fundamental Data (Financial Results)

Taking a Snap Shot of a company’s financial results can be performed using the Research
Filter and Watchlist tabs. Storing a company’s financial results over time will allow you to
make comparisons with the current results which can help determine if the stock is trading at
undervalued or overvalued levels. The Snap Shot tool will also help identify times to sell from
a decline in financial results.

Technical Charts

Screen captures of stock price charts plus any technical analysis indicators applied can also be
stored. This will become a valuable reference for monitoring the performance of the buy / sell
signals used to help improve your investing strategy.

2.7.1 Comparing Snap Shot Data

The Snap Shot tool allows you to compare a company’s recent and longer term financial
performance. Click on a stock code to see a drop down list of dates when Snap Shot data has
been taken, Figure 2-30.

Note: The Snap Shot tool can be used to determine if the change in a company’s stock
price over time is justified by the change in fundamental results. Taking a Snap Shot when
you buy a stock will capture how the market valued that company (stock price) and the key
results this valuation was based on; income, balance and cash flow results. Each Snap
Shot taken into the future can be referred to these results to see if the change in stock price
is reflected in the change in financial results. If the stock price has continued upwards
whereas the financial results have deteriorated it may be time to sell. If the stock’s
financial results have continued to grow it may be time to accrue more shares.

Stack Code Stock Mame Sptﬁg: Currency Eﬁgﬁze "v'-l._-"Eezek Wagzek
ot High

= BMPX

cen 4022010120329 &M | Amp Fpo E.28 | Australian Dollars | -0.08 [-1.26%) 0.0 0.00
A, BNZ8R
=, BHP.&X

ciag 4/02/201012:03:29 Ak | Bhp Bl Fpo 40.70 | Australian Dollars | 0.41 [0.99%) 0.0 0.00

cien 4/02/201012:03:17 Ak | Blp Bl Fpo 41.25 | Australian Dallars | -0.45[-1.08%) 0.0 0.00

Cien 3/02/2010171:3710 PM | Blp Bl Fpo 41.50 | Australian Dollars | 1.04 [2.67%) 0.0 0.00

Figure 2-30: Snap Shot Tool to Compare Reported Financial Results
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2.8  Watchlist

The Watchlist is used for monitoring your portfolio or future investments through real time
market updates of key intra-day activity such as price and volume changes. Stocks can only
be added to a Watchlist from the Research Filter tab.

@3 First Class Trader |ZHE|E\
File  Edit Tools Help

Add to Research Filker  Add to Wa‘tchlist Take Snapshot TEchnicg\";\inalysis

Stack Search | Research Filter | ‘whatchlist ‘ Snap Shots | Update Log|
File Dretails Update Options ‘wiatchlist Options
Watchlist Mame: l:l Automatic Price Updates: Enter Update Period 5] [ Remove Selection ] [ Clear All
%tond:: Stock Mame Sptl?g: Price Change P'S‘\QSD:S Open Price Days Low Days High 52 Week Low SZF:Ii\;ehEk Volurne:

AMPLAX Amp Fpo G245 0.03 [0.48%) B.21 E.24 B.21 B.27 0.00 0.00 21
ANZ 2 Anz Bark Fpo nm B 060 [-2.28%) 21.89 22.04 21.35 207 0.00 0.00 a0
BHF &% Ehp Bl Fpo 4151 1.05 [2.60%%) 40,46 .73 41.44 41.76 0.00 0.00 9.0
BXB.&x BEramb Ltd Fpo EET & 0.07 (1.06%] E.B0 [:3 E.56 E.74 0.00 0.00 1.0
CBA & Cwith Bank Fpo 5293 8 -0.62 [-1.16%) 5355 5387 52 68 5399 0.00 0.00 13
CSLA CslFpo 093 8 -0.20 [-0.64%) .13 .28 075 .28 0.00 0.00 ¥
FGL.AX Fosters Fpo 544 0.04 [0.74%] 5.40 5.43 5.40 5.46 0.00 0.00 3B
MOG.Ax tacq Group Fpo 5105 o 065 [1.29%] 50.40 51.00 5069 5115 0.00 0.00 g
MAB & Mat. Bank Fpo 2568 B -0.27 11.04%) 2605 26.05 2662 2610 0.00 0.00 2B
NCH.A= MNewerest Fpo R P 1.03 (3.25%) il 3243 3230 3319 0.00 0.00 1.3
ORG.A% Drigin Ene Fpo 1632 & 0.13 (0.80%] 1619 16.25 16.25 16.45 0.00 0.00 2
GBE.&X Gbe Insur. Fpo 2320 o 0.10 (0.43%) 2310 2351 2318 2387 0.00 0.00 25
RIDLAX Rio Tinto Fpo 25 1.24[1.75%] .01 7280 7205 7294 0.00 0.00 1.0
SUN.&X Sun Met Fpo 906 0.31[3.54%] 875 9.00 8.95 910 0.00 0.00 3.0
TLS.A TelstraFpo 336 -0.02 [-0.59%) 338 338 335 339 0.00 0.00 118
WBC.AX ‘westpac Fpo 2313 § -0.47 [1.98%) 2360 2354 231 2387 0.00 0.00 a0
WO A ‘wiestfieldg Stapled 1282 g -0.08 [-0.62%) 12.80 1298 1278 12.98 0.00 0.00 38
WES A ‘Westarmer Fpo 2765 & 0.31(1.13%) 2734 2745 274 2792 0.00 0.00 1.0
/AN woalworths Fpo 2562 § -0.04 [0.16%) 25,66 2571 2551 25.90 0.00 0.00 15
4 | *

“Watchlist details updated at 2/3/2010 11:54:31 &AM Change Currency:  Australian Dollars =

Figure 2-31: Watchlist Tab

2.8.1 Setting Automatic Price Updates

To configure automatic price updates, check the ‘Automatic Price Updates’ box in the Update
Options settings as shown in Figure 2-32. You can also adjust the refresh rate by entering an
update interval in seconds.

|Ipdate Options

Automatic Price Updates: Enter Update Period [z]
Figure 2-32: Watchlist Price Update Options

Note: Automatic price updates are limited to a Watchlist with 200 stocks or less.

Note: Prices stop updating when you change tabs and restart when you come back.
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2.8.2 Summary of Daily Stock Price Movements

The Watchlist is a useful screen to have displayed whilst the market is open. The different
sized arrows and colours provide a quick and easy to interpret summary of your portfolio’s
stock price movements.

SEE;;I:: Stack Mame %ﬁ;: Price Change P:':EESD:S Open Price
Amp Fpa B.24| ¢ 0.03 [0.48%) 6.21 G.24
Anz Bank Fpo 2139 .‘. 050 [-2.28%) 21.89 2204
Bhp Elt Fpo 4151 ‘} 1.05 [2.60%) 40,48 41,73
Bramb Ltd Fpo BET| & 0.07 [1.06%) .60 E.E5
Cralth B ank. Fpo 5293 8 062 [-1.16%) L Rala] R387
Czl Fpa 3093 8 020 [-0.64%) 13 .28
Fasters Fpo 54 4 0.04 [0.74%) 5.40 543
Macq Group Fpo .05 4 065 [1.29%) 50.40 51.00
Mat. Bank Fpao 2568 | 8 027 [-1.04%) 25.95 26.05
Mewcrest Fpo 3274 ‘} 1.032 [3.25%) 1.7 3243
Qrigin Ene Fpo 1632 ¢ 0,13 [0.80%) 16.19 16.25
[1be [nsur. Fpo 2320 | @ 010[0.43%) 2310 2351
Rio Tinta Fpa 7225 ‘} 1.24 [1.75%) 71.01 7280
Sun Met Fpo 9.06 ,‘} 037 [3.54%) 875 9.00
Telstra Fpo 3368 -0.02 [-0.559%) a3 338
Wwiestpac Fpo 2313 .‘. 047 [-1.99%) 2360 2354
Westfizldg Stapled 1282 & -0.08 [-062%) 12.90 12.98
Wieszfarmer Fpo 27B3 | 031 (1.13%) 2734 27 45
Wionolwaorths Fpo 2362 & -0.04 [-016%) 25 66 2571

Figure 2-33: Automatic Price Updates with the Watchlist

Table 2-2: Watchlist Price Change Indicators
Stock Price Percentage

Displayed Cursor

Change
 * < 5%
i ! -1.5% to -5%
3 0% to -1.5%
0%

0% to 1.5%
1.5% to 5%
> 5%

E A8 |5

@G



First Class Trader User Guide

2.8.3 Saving a Watchlist

To save the current list of stocks in the Watchlist simply click File > Save As or alternatively
press Ctrl+S. This will bring up the file manager form, Figure 2-34. Then you can enter the

relevant file name and click ‘Save’.

E3 File Manager - Save As

HarstGlass
TRADER

Euplarer
Research Filter File Detailz Watchlist File Details
File M ame w | Last Acceszed [rate Created File Mame | Last Acceszed Date Created

Owerzold Financials 15/02/2010 3:10... | 13022010 9:10..)

tuy Partfolio 19/02/20103:03...

Energy Sector watchlist | 13/02/20103:04.. [13/02/20105:04.

£ i}

China Stocks Watchlist | 1920242010 310, | 18/02/2M09:10...

| ¥

File: Detailz

File Marne: | Ay Portfalio

v| [ Save ]

File Type: | watchist File [*.wf)

v | [ Cancel ]

Figure 2-34: File Manager — Saving a Watchlist
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2.9  Technical Analysis

The Technical Analysis tab is used to display stock price and volume changes. Results are
presented graphically to make comparisons with historical performance and observe the latest
trends, Figure 2-35.

@3 First Class Trader - Trial Version - Financial Information Is Not Up to Date!

File  Help
4] & Y !
Add to Research Filker  Add to Watchlist  Take Snapshot  Technical Analysis
Stock Search | Research Filter | Wwatchlist | Snap Shots | Historical Prices
Microsoft - MSFT - 2/05/2010 6:41:12 PM -~
33 g 7 Fistorzal Pricss EMALT] 5 s E R
. : . ‘, Ny
g .
=
w 24
&
2 2
s
o
20
18 4
i . i ‘ ‘ .
12 Mar 09 22 May 09 4 Aug 09 14 Qct 08 24 Dec 08 10 Mar 10
—_— ! ! ' !
<
g
o
E
3
C
>
12 Mar 08 22 May 09 4 Aug 09 14 Qct 09 24 Dec 09 10 Mar 10
»
< >
Change Currency: U.5. Dollars +

Figure 2-35: Technical Analysis (Historical Stock Prices) Tab

2.9.1 Default Display

The default display is a two chart layout showing price and volume changes. The price
changes are summarised as a candlestick chart with a 20 day exponential moving average
(EMA) overlayed. The volume changes are presented as a bar chart to determine the
significance of stock price trends based on the amount of shares traded.
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2.9.1.1 Candlestick Price Chart

The stock price chart is presented as a candlestick plot (Figure 2-36) which contains daily
open, close, maximum and minimum prices with different colours to differentiate days of
price rises and falls.

4 T T T T . T T
30.0 ___+H|5t|:|r||::aIF'r||:es| ..... SRR / o
4 f Opeh (Dayfof Pride Dec}ease)f i
295 4 |
290 4
285 1
28.0

Figure 2-36: Candlestick Prlce Chart Dally Open ngh Low and Close Prices

2.9.1.2 Exponential Moving Average (EMA)

Due to the volatility of stock markets, EMAs are used to identify the underlying stock price
trends. The default EMA(20) signal takes a period of 20 days of price changes and calculates
an average by applying more weight (exponentially) to the latest data. The period length can
be varied to highlight shorter term to longer term price trends.

Moving averages are used for:

e Trend confirmations (stock prices trading above or below the EMA)
e Identification of support and resistance (Figure 2-37)

e  Generating technical analysis signals

QB



First Class Trader User Guide 35

Microsoft - MSFT - 2/05/2010 6:41:12 PM

37 4 ¥ Fistoncal Prices EWIALI] |. ....................... T :
an __.é ....................... ....................... ........................ .......... oyl bl " ............ ........ 7
@ | 0} Pecs
28 T S SUPUE TR : M ............ ] g = i
gga_.é ....................... ....................... ................ .................... ....................... ...............
= | | | e i | :
o 24 + e U 2 P o ....................... ....................... .................
e [ 5 A’ W 5 : 5
.g 2% _“ P SN .| =i ........................ ....................... ....................... .................
& ] : : 5 : :
0 4 TR i} Y LR EETERPPETRRS ....................... R EETTERPPETERS .................
18 L. e
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Figure 2-37: EMA to Identify Support and Resistance Levels

2.9.2 Chart Navigation

Navigation through the historical data can be achieved by clicking and dragging a zoom
window on the chart layout, Figure 2-38.

Right click on a chart for the following options:

e Show Point Values: Turns on/off display of price results when hovering mouse
e Un-Zoom: Zoom back to the last display settings

e Undo All Zoom/Pan: Returns to the initial display
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Figure 2-38: Chart Zoom Options
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2.9.3 Adding a Technical Analysis Signal

Adding a Technical Analysis signal is achieved by clicking on the ‘Add Chart’ button which
brings up the menu form shown in Figure 2-39.

B3 Add Chart

Select Chart

Chart Types: | Bollinger Bands v

Dizplay Options
Mew Chart

[ ok ] [ Cancel

Figure 2-39: Add Chart Form

2.9.3.1 Available Technical Analysis Signals

The available technical analysis signals can be accessed through the ‘Select Chart’ menu box
and have been reproduced below:

¢ Bollinger Bands (plus Bandwidth and %b)

e EMA (Exponential Moving Average)

¢ MACD (Moving Average Convergence Divergence)
e OBV (On Balance Volume)

e ROC (Rate of Change)

¢ RSI (Relative Strength Index)

e SMA (Simple Moving Average)

e STO (Stochastic Oscillator)

e  Williams %R

Note: Users can add any number of the above signals with the only limitation being screen
size.

(L
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2.9.3.2 Technical Analysis Signal Settings

Each of the available technical analysis signals have customisable settings and display
options. For example, the Bollinger Band settings are shown in Figure 2-40.

B3 Add Chart

taoving Average Tope: E bl W
Buollinger BEand Properties

taving Average Period: 20 BE Line Calar:

Standard Dewviation Scale Factor: |2 - SO0 Line Colar: @

4

O ptiores
[ Inchude Bandwidth and b plots [ ]

Add to a zeparate chart

(% [ o

Figure 2-40: Bollinger Band Settings

Note: The number of custom settings available depends on the complexity of the technical
analysis signal. To revert back to the commonly used settings for each signal simply click
the ‘Defaults’ button.

2.9.4 Edit Existing Charts

Selecting the ‘Edit Chart’ button of the main screen (Figure 2-35) will allow you to delete a
signal and also vary the display settings such as colour and line thickness.

2.9.5 General Chart Properties

Selecting the ‘Chart Properties’ button of the main screen (Figure 2-35) allows you to edit the
general chart properties. An example of a customised display by altering settings available via
the ‘Edit Chart’ and ‘Chart Properties’ buttons is shown in Figure 2-42.

(L
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23 Chart Properties

Gnid Lines
Dizplayed Color / Shyle
Showw bajor = Grid Lines Line Color: @
Showe Major v Grid Lines Dash: 1 -
[ ] Show Minor < Grid Lines
Space: 5 &
[ ] Show Minor v Grid Lines
Labelz
Cuztom Chart Title: |MSFT - 3052010 7:45: 46 Phd |

Title Fomt Size: Hofiz Font Size:
[] Hide Title -&uwiz Font Size:

Legend Faont Size;

B ackground Calar

Boder Fil. || ChatFil. [ |

Figure 2-41: Chart Properties Dialog

Microsoft - MSFT
EMA[20] e

) Historical Prices

Price ($) EMA(20)
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PRRi: IS B - R
5 : I TN .
D LLLOLLCOEEC e b d L

9 Feb 10 24 Feb 10 10 Mar 10 24 Mar 10 g Apr 10 22 Apr 10

Figure 2-42: Customised Chart Display Example

(L



First Class Trader User Guide 40

2.9.6 New to Technical Analysis?

If you are new to the stock investing discipline of Technical Analysis you can practice using
the different indicators on historical performance. The following example will look at the
Relative Strength Index (RSI) and how it can be used to identify entry/exit points into the
market with buy/sell signals.

Note: Technical Analysis signals can be back tested against historical stock price data to
get used to the different signals.

2.9.6.1 Relative Strength Index (RSI) Example

The Relative Strength Index (RSI) is a popular momentum indicator used to signal
overbought and oversold conditions. This is achieved by determining the strength of a stock’s
recent higher closing prices to the recent lower closing prices. The RSI indicator is plotted on
a scale of 0 to 100 with O representing the most oversold conditions and 100 the most
overbought.

There are two main methods of determining buy/sell signals using the RSI indicator:
e RSI Crossover Levels
e RSI Divergence

RSI Crossover Levels

Using the RSI to determine overbought and oversold conditions can be achieved when the
signal rises or falls below predefined levels. These predefined levels are referred to as
crossover levels and typical settings include 70/30 and 80/20. These levels are related to the
RSI scale of 0 to 100 and for example with the 80/20 settings, overbought signals are
generated when the RSI signal falls below 80 and oversold conditions when rising above 20.
Additionally, overbought signifies that a price down-turn may be approaching and conversely
a price up-turn after oversold conditions are met.

Using RSI crossover levels for buy/sell signals can be seen graphically in Figure 2-43, for
Microsoft (MSFT) during the 6 months from February 2009. As can be seen there are two buy
signals generated when crossing over the oversold level of 20. Two sell signals are also
generated over the period when crossing the overbought level of 80.

Note: The RSI signal used in the example of Figure 2-43 has a period of 14 (default
settings). Using a low period will generate more buy/sell signals however they may not all
be accurate. A higher degree of confidence can be achieved basing buy/sell signals off a
longer period RSI.

AT Bt
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MSFT - 3/05/2010 8:34:21 PM
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Figure 2-43: RSI 80/20 Crossover Levels Example — MSFT

RSI Divergence

Divergence is where two signals are trending in opposite directions. A divergence with the
stock price and RSI signal can indicate that a stock price reversal may soon occur. RSI
Divergence is best illustrated in the example shown in Figure 2-44 for IBM during the 8
month period from September 2008.

Around November 2008 the stock price was in a downward trend setting new lows however
the RSI signal during that period was setting higher lows causing a divergence. The mid
November price break-out confirmed the improving momentum which saw the stock price
continue on an upward trend.

The two months from April 2009 saw a steady trend upwards in the stock price however the
RSI was setting new lower highs causing a divergence. The stock price reversal came mid
June 20009.

Note: Divergences occurring after a cross over into overbought / oversold conditions are
much more reliable that when the RSI is at an intermediate level.
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Figure 2-44: RSI Divergence Example — IBM

Investing Tip: Look for a confirmation of expected future price trends from one or more
indicators before investing.
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Appendix A Financial Performance Indicators

The full list of financial performance indicators used in First Class Trader’s Research Filter
stock selection process are listed in the categories below.

e Income Sheet Assessment

e Balance Sheet Assessment
o Debt Ratios

e Cash Flow Assessment

e Efficiency & Profitability

e Institutional Holdings

e Dividends

A-11

Income Sheet Assessment

Table A— 1: Income Sheet Assessment — Performance Indicators

Ratio / Growth Rate

Desirable Value

Summary

Number of Years of EPS Growth
(Out of the last 5 years)

Maximum of 4

The number of years the Earnings per
Share (EPS) have increased out of the last
five years

Number of Years of negative EPS
Results (Out of the last 5 years)

Minimum of 0

The number of years of negative EPS
results out of the last five years

Number of Years of Revenue
Growth (Out of the last 5 years)

Maximum of 4

The number of years the Revenue (Sales)
have increased out of the last five years

Price to Earnings ratio over the Trailing

P/E Ratio (TTM Low
( ) Twelve Months (TTM).
. Price to Sales ratio. Compares compan
P/S Ratio (TTM) Low . P pany
performance in the same Industry or Sector
- The EPS growth of the Most Recent
EPS (MRQ) vs. Same Quarter 1 Positive and g

Year Ago

> Market Average

Quarter (MRQ) results compared to the
same quarter one year ago

Positive and The EPS growth of the TTM results
EPS (TTM) vs. TTM 1 Year Ago
( ) 9 > Market Average | compared to the TTM one year ago
Positive and

EPS 5 Year Growth

> Market Average

The EPS five year growth rate

Sales (MRQ) vs. Same Quarter 1
Year Ago

Positive and
> Market Average

The Sales growth of the MRQ results
compared to the same quarter one year
ago

Positive and The Sales growth of the TTM results
Sales (TTM) vs. TTM 1 Year Ago g
> Market Average | compared to the TTM one year ago
Positive and

Sales 5 Year Growth

> Market Average

The Sales five year growth rate
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A-12

Balance Sheet Assessment

Table A— 2: Balance Sheet Assessment — Performance Indicators

Ratio / Growth Rate Desirable Value Summary
. . Current Ratio = Current Assets / Current Liabilities.
Current Ratio High . L
Measures the ability to meet short term debt obligations.
Book Value is an estimation of a company's worth on
Price / Book Value Low paper. Price / Book Value is used to estimate if a stock
is undervalued or overpriced.
Tangible Book Value is a company's Book Value minus
Price / Tangible Low Intangible Assets and Goodwill. It is a closer
Book Value representation of what would be received if a company
were to go bankrupt.
Prlce/Work|ng Low Working Capital = Current Assets - Current Liabilities.
Capital
A-1.3 Cash Flow Assessment

Table A— 3: Cash Flow Assessment — Performance Indicators

Ratio / Growth Rate

Desirable Value

Summary

FCF = Free Cash Flow which equals the operations

FCF / Market cash flow minus capital expenditure. Market
Capitalization High Capitalization is the Stock Price multiplied by the
P number of shares outstanding. FCF to Market
Capitalization is also known as FCF Yield.
FCF / Book Value High Free Cash Flow to Book Value
FCF / Long Term Debt High Free Cash Flow to Long Term Debt (LTD)

A-1.4

Efficiency & Profitability

Table A- 4: Efficiency & Profitability — Performance Indicators

Ratio / Growth Rate Desirable Value Summary
Positive and
ROA Return on Assets (ROA) = Net Income / Total Assets
> Market Average
ROA Positive and
ROA growth rate over the past five years
(5 Year Growth Rate) | > Market Average g P y
ROE Positive and Return on Equity (ROE) = Net Income / Shareholder's
> Market Average | Equity
ROE Positive and

(5 Year Growth Rate)

> Market Average

ROE growth rate over the past five years
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A-1.5 Institutional Holdings

Table A-5: Institutional Holdings — Performance Indicators

Ratio / Growth Rate

Summary

% Owned by Institutions

The percentage of shares owned by Institutions (large
funds etc)

3 Month % Change in Institutional Holdings

The three month percentage change by Institutions

A-1.6 Debt Ratios

Table A— 6: Debt Ratios — Performance Indicators

Ratio / Growth Rate | Desirable Value

Summary

Long Term Debt /

Long Term Debt (LTD) to Shareholder's Equity is a

Equit Low measure of how much debt a company has used in
quity expanding operations
Long Term Debt to Working Capital measures how
Long Term Debt / ¢ . g g .
. . Low leveraged a company is in terms of its Current Assets
Working Capital . .
minus Current Liabilities
Low to Capitalization Ratio = LTD / (LTD + Shareholder's Equity).

Capitalization Ratio
P Market average

Indicates long term viability in regards to withstanding
losses and economic downturns

A-1.7 Dividends

Table A— 7: Dividends —Performance Indicators

Ratio / Growth Rate Desirable Value

Summary

Dividend Yield = Dividend per Share / Price per Share.

Dividend Yield High Measures how much cash flow you will receive for the
invested share price
Dividend Yield - o . .
Positive Dividend Yield growth rate over the past five years.

(5 Year Growth Rate)

Payout Ratio Depends

Payout Ratio = Dividends per Share / Earnings per
Share.
Shows how companies are distributing their earnings




