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Telecommunication Services, Telecommunication
2.85% Services, 1.26%

Real Estate, 2.67%

Real Estate, 2.19% Materials, 3.24%

Materials, 2.93% Information Technology,

Information Technology, Utilities, 2.44% 22.25%

Utilities, 3.24% 23.05%

Energy,
5.84%
TN

Energy, 6.94%

Industrials, 8.72% _ Industrials, 9.97%

Financials, 14.45% r 5
Consumer Staples, 10.18% \_ Financials, 15.56%

Consumer Staples, 9.20%

Consumer Discretionary,

Health Care, 14.30% 12.01% Health Care, 14.46%

Consumer Discretionary,
12.25%

Securities Allocation: Versus the S&P500 Securities Allocation: Versus the SIM Portfolio




SECTOR INFORMATION

What is the size of Consumer

Discretionary? Compared to the S&P5007?
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® Consumer Discretionary has had a price
change of +0.18% (as of October 13th)

o In line with all sectors in the
S&P500, which also has had a
growth of +0.18%.

e Consumer Discretionary 1is 1in the top 5
sectors when it comes to positive
price change - ranking 4 out of 5.

e Market Capitalization is 5,100 Billion
and it has 83 constituents

e Has the second most industries of all
sectors under 1its wing, with a total
of 12 - Industrials has the most at 14

Materials

... =0.10
Utilities

Information Technology
+0.37%

Consumer
Staples
+0.04%

All Sectors
0.18%

Industrials

+0.17% Financials

+0.64%

Consumer Discretionary

+0.18%
e Health Care

-0.38%
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SECTOR INFORMATION

What are the various 1industries What are the largest companies

within the sector? within the sector?

e Automobiles (*GMx) e Amazon
e Diversified Consumer e Home Depot

Services (*SCIx) e (Comcast Corp. A
e Hotels and Restaurants e Walt Disney Co.
e Internet and Catalog Retail e McDonald’s Corp
e Leisure Products e The Priceline Group Inc.
e Media e Time Warner Inc.
e Textiles, Apparel, and e Netflix Inc.

Luxury Goods e Starbucks Corp.

e Charter Communications
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. . . = -
Consumer D'lscret'lonary has very diverse i .
= Early Mid Late Recession

industries within the sector. This means
that it is difficult to pinpoint the
overall life cycle it is 1in
e TInternet and Catalog retail is
experiencing large growth
e Media firms are established and mature ' A— RECQVERY EXPAISN
e Textiles & apparels and Automobiles are h
seeing a slow decrease

CONTRACTION

| RELATIVE PERFORMANCE OF ECONOMICALLY SENSITIVE ASSETS / Green=Strong

Consumer Discretionary sector is highly

cyclical because it correlates to Sector Performance by Business Cycle Phase
disposable 1income
e It depends on the macroeconomic Sector Early Late Recession
conditions
e Overperforms the market during expansion Consumer Discretionary - =
periods
° Underperforms compared to the market X3 Consistently Overperform Rl Consistently Underperform No Clear Pattern
when there is a recession IEX Overperform = Underperform 7
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PESTEL ANALYSIS

Many want to be environmentally

With the implementation of Millennials are becoming the most _ _ _
President Trump'’s lower taxes, we prominent generation. They like to f”?”‘“)’- Auto companies are spending
assume people will have more spend their money, instead of save. B D, B sy EEIEE EEs (el
disposable income to spend on Their spending habits help our are em|SS|o.ns free, the |nqustw will
industries within our sector sector grow begin to grow again
Political Sociocultural Environmental
Economic Technological Legal
Since the economy is still in expansion There has been a large shift towards The government gives tax incentives
mode, inflation is low. This again buying and using technology. This is to those who buy electric vehicles.
creates more disposable income for great for our sector as the Internet This could attract environmentally
people to spend on items in our sector and Media are industry contributors friendly people to invest in the auto

to our sector sector of ConDis.
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BUSINESS ANALYSIS

PORTER’S FIVE FORCES

Power of Buyers Power of Suppliers Threat of Threat of New Industry Rivals
Substitutions Entry
HIGH LOW HIGH LOW - HIGH MODERATE

This sector is
completely
dependent on the
fact that the
buyer is willing
to spend
disposable
income 1in the
industries
within the
sector. The 1s
at the
customer’s mercy

Suppliers have
little power
as industries,
like textile/
apparel, and
restaurant can
get their
fabric and
food easily
with low
switching
costs

As for many
companies that
focus customer’s
disposable
income,
variation 1is
high and people
are very likely
to shop another
brand/store if
the product they
want disn’t

available

The industries
within are
very diverse.
Threat of
entry could be
a larger dissue
for a textile
and apparel
company than
it might be
for the auto
industry

Because each
industry
within the
sector is
different.
Because of
this, they
don’t compete
as a sector
would +if all
rivals were on
equal grounds
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ECONOMIC ANALYSIS
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ECONOMIC ANALYSTS SAE

Consumer Discretionary sector is a highly cyclical sector due to 1its nature
of non-essential goods and services. Below are economic factors that are
important to the sector growth among others:

US GDP growth
Unemployment rate
Wage growth
Inflation

Interest Rates
Consumer Confidence

-~ ® Q O T O
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CONSUMER DISC. INDEX V. GDP GROWTH RUME

6.000000+ Last Price

M 55COND Index (R1)  725.6014
GDP CYOY Index (L1) 2.200000
S5CONS Index (R1)  559.6916

4.0000004

Green Line: US GDF Growth
Blue Line : Consimer Staples Index
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Consumer discretionary 1is positively correlated with GDP growth.
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Last Price

M SSCOND Index (R1)  725.6014

M USURTOT Index (L1) 4.3
USUDMAER Index (RZ) 8.3
INJCJC Index (LZ) 243.0

White Line : Con. Disc Index
Green Line : U-3 Unemployment Rate {Mon)
Purple Line : L6 Unemployment Rate (Mon)
Red Line: Intial Jobless Claims (Week)
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Consumer discretionary 1is negatively correlated with unemploymen and initial

jobless claim 1index.
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CONSUMER DISC INDEXVS. WAGE GROWTH S UE

- Annotate
Mowing Awverage 50 Day

Last Price
M S5COND Index (R1) 727.0294
WGTROVER Index (L1) 3.6

Consumer discr onary 1is posi y correlated with Wage Growth
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15C_ INDEXVS. INFLATION QUME

Last Price
M 55COND Index (R1) 725.6014
PCE CYOY Index (L1} 1.293

CPI XYOY Index (L1) 1.6926
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LONSUMER DISC_ INDEX V. INTEREST RATES U

Last Price
M 55COND Index (R1) 725.6014
M FDTR Index (L1) 1.25
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Consumer discret interest rates
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CONSUMER DTSC INDEXVS. CONSUMER CONFIDENCE el

Last Price
M S5COND Index (R1) 725.6014
CONSSENT Index (L1) 101.1

Blue Ling : University of Michigan Consumer Sentiment Index
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Consumer discretionary 1is positively correlated wi Consumer Confidence index.
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SUMMARY OF ECONOMIC ANALYSIS

e Supportive Indicators: Low unemployment rate,
high consumer confidence, high wage growth,
low inflation figures.

e Resistance Indicators: Sluggish US GDP growth,
future increase 1in interest rates.
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OHIO
CTOR SALES GROWTH VS S&P500 AL

T ke Al tat
M BEst Sales: Growth (YoY) 5.4006 S e

Il BEst Sales: Growth (YoY) 4.6502

Green: S&P 500 SALES GROWTH
Yellow: CONSUMER DISCRETIONARY SALES GROWTH

CY 2017 Est
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ECTOR EPS GROWTH VS P 500 SIAILE

M BEst EPS: Growth (Yo¥Y) 10.0288 Track Annoctate
Bl BEst EPS: Growth (YoY) 10.865%9

_C¥ 2017 Est CY 2018 Est




M BEst Sales:
Hl BEst Sales:
Hl BEst Sales:
H BEst Sales:
M BEst Sales:

Growth (YoY) 1.1351
Growth (Yo¥Y) 23.602
Growth (Yo¥Y) 4.5045
Growth (Yo¥Y) -0.2549
Growth (Yo¥) 5.6433

NDUSTRY SALES GROWTH

= Track Annotate

Orange: Diversified Consumer Service Industry
Green: Internet & Catalog Retail Industry
Yellow: Media Industry

Blue: Automobiles Industry

Purple: Textiles & Apparel Industry
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CY 2017 Est

CY 2018 Est




M BEst EPS:
Bl BEst EPS:
M BEst EPS:
M BEst EPS:
M BEst EPS:

OHIO

NDUSTRY EPS GROWTH ettt

Track Annotate

Growth (YoY) 4.5815
Growth (YoY) 33.5634
Growth (YoY) 9.5701
Growth (Yo¥Y) -7.5213
Growth (YoY) 10.9984

Purple: Diversified Consumer Serive Industry
Blue: Internet & Catalog Retail Industry
¥ellow: Media Industry

Green: Automobiles Industry

Orange: Textiles & Apparel Industry

CY 2017 Est CY 2018 Est
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PROFLT MARGIN GROWTH 2MME

—F = Al tat
M Trailing 12M Profit Margin: Growth (Yo¥) -2.1861 Lol

M Trailing 12M Profit Margin: Growth (YoY) 5.3108

Orange: Consumer Discretionary
¥ellow: S&P 500 Index

CY 2017 Est CY 2018 Est
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OPERATING MARGIN GROWTH 2MME

Al tat
M Trailing 12M Operating Margin: Growth (YoY) 0.8341 o ik

M Trailing 12M Operating Margin: Growth (YoY) 4.1994

¥Yellow: Consumer Discretionary
Orange: S&P 500 Index

CY 2017 Est CY 2018 Est
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Track .. Annotat
M BEst ROE 24.1271 e e

M SPX: BEst ROE 16.8944

CY 2011 CY 2012 CY 2015 CY 2017 Est  C¥ 2018 Est
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3.500%
3.00%
2.50%
2.00%
1.50%%
1.00%
0.50%
CY 2010 CY2011 Cy2012 CY2013 CY 2014 CY2015 CY 2016 Curremt
B RED JSALES [CONS DISC)  mR&D / SALES [3&F 500)

CY 2010 CY 2011 CY 2012 CY 2013 CY 2014 CY 2015 CY 2016 Current

R&D / SALES (CONS DISC) 0.92% 1.04% 1.19% 1.47% 1.63% 1.85% 2.06% 2.16%

R&D / SALES (S&P 500) 2.40% 2.31% 2.40% 2.56% 2.66% 2.93% 3.09% 3.02%
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CASH FHLOW MME

Track Annotate

M Free Cash Flow 36.2068

CY 2017 Est CY 2018 Est
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NDUSTRY MME

B S5AUTO: Free Cash Flow/Basic Shr  19.3162 Track Eesismuis
B S5INCR: Free Cash Flow/Basic Shr 81.909

Ml SSMEDAX: Free Cash Flow/Basic Shr 32.669

B S5DCON: Free Cash Flow/Basic Shr 5.6219

B SS5TEXA: Free Cash Flow/Basic Shr 27.0103

Orange: Auto Industry

Green: Internet Industry

Yellow: Media Industry

Blue: Diversified Consumer Services Industry
Purple: Textiles & Apparel Industry

CY 2010 CY 2011 CY 2012 CY 2013 CY 2014 CY 2015 CY 2016 Curr

=0




SUMMARY OF FINANCIAL ANALYSIS
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Supportive Indicators: High future projection
in sales growth, high ROE, high FCF, high R&D
margin ratio

Resistance Indicators: Low growth 1in EPS,
operating margin, profit margin

30




OHIO
SIALE

UNIVERSITY

RELATIVE VALUATION ANALYSIS
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CONSUMER DISC. SECTOR RELATIVE TO S&P 500 SIATE
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CONSUMER DISCRETIONARY SECTOR High Low Median Current
(P/E) 21.71 15.21 20.38 _
(P/S) 1.62 0.89 1.45 1.44
) 515 246 468 _
(P/CF) 13.65 7.84 12.92 13.32
(P/EBITDA) 10.32 6.8746 9.5442 10.32
S&P 500 High Low Median Current
(P/E) 21.82 13.41 18.97 19.43
(P/S) 2.18 1.23 1.82 1.91
(P/B) 3.23 2.05 2.79 2.88
(P/CF) 14.44 7.21 10.88 13.71
(P/EBITDA) 11.45 6.78 8.95 11.45
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PIE Auto Internet Media D. Con Textiles Hotels & Leisure S&P 500
Restaurant
Current 19.4
Average 7.5 87.8 17.9 15.1 21.2 23.8 215 19.7
P/S Auto Internet Media D. Con Textiles Hotels & Leisure S&P 500
Restaurant
Current 21
Average 0.3 29 2.0 2.1 21 29 1.7 1.8
|
P/B Auto Internet Media D. Con Textiles Hotels & Leisure S&P 500
Restaurant
Current - 2.8
Average 1.5 13.6 3.2 62.6 52 9.9 4.4 2.9
e —
PICF Auto Internet Media D. Con Textiles Hotels & Leisure S&P 500
Restaurant
Current 13.7
Average 3.8 28.9 10.7 12.2 18.3 15.7 14.5 12.3

33




OHIO
SUMMARY QF RELATIVE VALUATION ANALYSIS SYaNE=

SECTOR:UNDERVALUED
AUTO: UNDERVALUED
[NTERNET: OVERVALUED
MEDIA: UNDERVALUED
D.CON: UNDERVALUED
TEXTILES: UNDERVALUED
HOTELS: OVERVALUED
LETSURE: OVERVALUED
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TECHNICAL ANALYSIS
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TECHNICAL ANALYSTS (SIMPLE MOV, AVG) [SiatEs

On 19 Oct 0O 724.8800 H 725.5700 L 720.8200 Prev 725.527/7
S5COND Index 95) Compare 96) Actions - 97) Edit - Line Chart
10/22/1999 =B ="l ast Price ~ = Mov Avgs # Key Events Kl

1D 3D 1M 6M YTD 1Y 5Y Max | Weekly ¥ [z t v Table « @@ Chart Content o]

Track .2 Annotate News Zoom

M Last Price 725.5277
High on 06/02/17 732.9617

Average 343.1227
Low on 03/06/09 127.3000
SMAVG (50) 696.5488
M SMAVG (200) 611.1236

Mwﬁ}/ﬂnwmm
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S5COND Index 95 Compare 96) Actions - 97) Edit - Relative Strength Index

11/30/2005 =l 10/195/2017 = - Mov Avgs # Key Events K
Period Overbough1 Oversold >
6M__YID 1Y 5Y Max | Monthly ¥ | 1 v Table « aw Chart Content &

+ Track Annotate News . Zoom

M RSI (14) on Close (S5COND) 69.1194

RS
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Simple Moving Average = the 50 days weekly moving
average is currently above the 200 days, which
indicating that the market still bullish on the
sector and a sign of trend reversal is not there.

RSI = The market is bullishly overreacted to the
sector. This shows that the market is still 1in
bullish territory on the sector.
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RECOMMENDATION

Should the SIM portfolio over or

underweight the sector relative to the

S&P 5007

What are the major positives that you

foresee and the biggest risks to your
recommendation?

Quarterly and YTD Returns have shown
that our sector 1is underperforming
the S&P500

So, Consumer Discretionary is
overweight (undervalued) compared to
the S&P500

However could be a fluke since we
think the S&P500 is overvalued (PE
is 24 compared to average of 19)
Historical data (3 year +) has shown
that the sector has outperformed the
S&P500

Positives:

Tax cuts by Trump could mean more
disposable income spent in sector
Low inflation and 1interest rates
fuel consumer spending

Sector’s reliance on internet
industry which is predicted to grow
in the future

Negatives:

Economic downturn could severely
hurt our sector since disposable
income would decrease
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Within your sector, which industries would you over and underweight versus

the S&P 500? Why?

Looking at the financial, economic, and relative and technical analysis:

Overweight
Automobile

Media
Textiles
Diversified Consumer Services
Underweight
Hotel
Leisure
Internet
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QUESTIONS!
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Slide 3: SIM Portfolio Appraisal - September 2017 Excel Spreadsheet

Slide 4: https://www.bloomberg.com/markets/sectors,

https://eresearch.fidelity.com/eresearch/markets sectors/sectors/sectors in market.jhtml

Slide 5&6:

https://eresearch.fidelity.com/eresearch/markets sectors/sectors/sectors in market.jhtml?tab=industries&secto
r=25, https://us.spindices.com/indices/equity/sp-500-consumer-discretionary-sector

Slide 7:

https://eresearch.fidelity.com/eresearch/markets sectors/sectors/sectors in market.jhtml?tab=sdbusiness&secto
r=25

Slide 8:
https://www.cnbc.com/2017/06/30/heres-how—-millennials-spend-their-money-compared-to-their-parents.html

Sldie 12:

https://eresearch.fidelity.com/eresearch/markets sectors/sectors/sectors in market.jhtml?tab=1learn&sector=25

All other data is obtained from Bloomberg Terminal
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