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Essentials

What Moves Equity?
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| ../“' What actually moves a stock ||m

or the broader equity market?
HIGHER

RISK ON / CORPORATE

LOWER

FINANCIALEDGE!
RISK ON [ e
RISK OFF "
@ s ® &
alaiv aAlA ™
Investors are optimistic Fear dominates
about growth

®ul

Weak data

Rising rates

: Geopolitical tension
; ;
P Choose to invest Investors may shift
into riskier assets to safer assets
like equities like bonds or cash

=

|

ga
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At

Investors are optimistic
about growth

)

» x:r

[ Fear dominates ]
¢ J

Economic news can flip market mood )

Direct effect

Changes the
profitability outlook for
companies generally

Influences interest
rates, which in turn
affect market sentiment

FINANCIALEDGE!

108

Tech and Al may
lead one month

.....................................................................
-----

Changes in investor mood and
asset-allocation can move markets

0
.........................................................................

Within equities, sentiment changes across sectors:

|
\ 7

_/@\_

Energy or ESG may
lead the next month

FINANCIALEDGE!
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o .

.
.........................................................................

Volatility tends to jump as investors
update models

@ Announced earnings
4

A

\
Companies that have

BEAT i MISSED

Their expected earnings and management
guidance for the future prospects of the company

FINANCIALEDGE!

o

Mergers and acquisitions

Buybacks and
(M&A) activity

dividend increases

The target company
stock price typically jumps
towards the offer price,
until the deal closes

Tend to support stock
prices by signaling confidence

Returning cash to
investors - provided
they're sustainable
and not fully anticipated

The acquirer's share price
responds to market perception
of the deal’s value, influenced
by cost, expected benefits, and
financing method

CORPORATE
ACTIVITY

FINANCIALEDGE!
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Number of Shares

FINANCIALEDGE!

FREE FLOAT
AUTHORIZED ISSUED SHARES OUTSTANDING SHARES

SHARES SHARES

I

Maximum number of shares a company is
legally allowed to issue approved by its shareholders

L
R O O N O e N N O O O N O

Acts as a ceiling set higher than the current number of shares in circulation

0 o
-------------------------------------------------------------------------------------------------------------------------------------------

IN SOME JURISDICTIONS
oS Companies are no longer required to specify an authorized share capital number )
NN
—

But in many markets, especially in the United States, the concept still applies

FINANCIALEDGE!
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AUTHORIZED OUTSTANDING FREE FLOAT

SHARES | ISSUED SHARES | SHARES SHARES

The total number of shares the company has created and issued

all

&, . @

Sitting in the company’s

Held by investors
own treasury account

FINANCIALEDGE!

TSTANDIN FREE FLOAT
AUTHORIZED S S OUTS (c]

SHARES SHARES SHARES

Shares actually held by investors in the market

Outstanding = Issued Shares - ety el
Shares (Bought back by the company)
°
4 ™ A\
Company buys back Held by the company Qo}{o

its own stock from (@ TLTETERTERI TR ERTEPERTEPR > and classified as -

the market treasury stock —

Treasury shares can later be resold and would then be part of the outstanding share count again
FINANCIALEDGE!

© 2025 Financial Edge Training 6



AUTHORIZED
SHARES

ISSUED SHARES

FINANCIALEDGE!

OUTSTANDING FREE FLOAT

SHARES SHARES

Basic Shares Outstanding

[
ab il
The actual shares

currently held by
investors in the market

Diluted Shares Outstanding

Adds shares that might exist in
the future from existing contracts

( Stock options

Convertible bonds

)

( Restricted stock units

FINANCIALEDGE!

AUISIRZED ISSUED SHARES

SHARES

OUTSTANDING FREE FLOAT

SHARES SHARES

Basic Shares Outstanding

[
ab il
The actual shares

currently held by
investors in the market

Basic + in-the-money
share count options or
convertibles
\ J
Y
O
Dilute existing shareholders
FINANCIALEDGE!

Diluted Shares Outstanding

Impact of any
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AUTHORIZED OUTSTANDING FREE FLOAT

SHARES A SHARES SHARES

e

Describes the portion of outstanding shares
that are actually available for public trading

Strategic or long-term holdings

Owned by: Q
= - &
28 fi)

C Founders ) ( Governments ) ( Large institutional investors )

= B=
= Excluded from the free float =
=} * =)

FINANCIALEDGE!

AUTHORIZED ISSUED SHARES OUTSTANDING FREE FLOAT

SHARES SHARES SHARES

e

Describes the portion of outstanding shares
that are actually available for public trading

Company with Company with

a low free float a high free float
Less liquidity and higher Tend to trade
share-price volatility more smoothly

FINANCIALEDGE!
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Important Equity Language —
Ticker and Market Cap

FINANCIALEDGE!

Short identifier that tells you what the security is and where it trades
ﬁ

(START OF THE PANDEMIC)

Z00Mm ZOOM

TECHNOLOGIES

Ticker: (ZM) ‘

‘ Ticker: (ZOOM)
mo """ ’.i.“{ij. Accidentally bought

shares of Zoom Technologies
Investors rushed to buy what
they thought was Zoom stock

FINANCIALEDGE!
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Short identifier that tells you what the security is and where it trades

Accidentally bought

Investors rushed to buy what shares of Zoom Technologies

they thotht was Zoom stock The confusion drove a sharp spike

in the wrong company’s share price

( SEC halted trading to protect investors )

Double check before placing a trade:

TICKER LISTING VENUE m

FINANCIALEDGE!

Can be challenging to get the company ticker correctly:

COMPANY A COMPANY B

e il @ jfiE

May use one root

symbol with different Company may have multiple
suffixes across different share classes - ordinary versus
exchange trading venues preferred, or Class A

versus Class B
(Symbols can also
differ by data vendor)

FINANCIALEDGE!
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-----------------------------------
0

MARKET
CAPITALIZATION

o
. o
----------------------------------

The market’s total value of shareholders’ ownership

MARKET CAPITALIZATION

— ( Current Share Price )

Q’Q

Investors as a whole think the : *
company’s equity is worth [ Number of Basic J

Shares Outstanding
At this moment in time

The figure you'll usually see displayed on
financial terminals or in the financial press

FINANCIALEDGE!

----------------------------------
.

MARKET
CAPITALIZATION

Diluted shares in valuation work

Modeling potential dilution from: ( Stock options ) C Convertible securities )

m (American Depositary Receipts)
Basic shares
outstanding

m (Global Depositary Receipts)

FINANCIALEDGE!
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-----------------------------------
0

MARKET
CAPITALIZATION

o
. o
----------------------------------

INDEX PROVIDERS

Free-float market capitalization
L

l

FTSE

@ C Excludes strategic or locked-up holdings ) @

—
-

a

2

gsUEEEEEEEEEEEEEEEEEEER,
*

*
&

Headline market cap
uses basic shares
outstanding

gSUEEEEEEEEEEEEEEEEEEEEEm,

*
*

.
®ssssssssmsmssmsmmEnEmnt®

20, ([ _
Founders Governments Controlling
shareholders
FINANCIALEDGE!
MARKET -
CAPITALIZATION

0
. RS
Ssssssssmsssssssnssnssnsnnannnnns®

“‘IIIIIIIIIIIIIIIIIIII..

‘0

*
N *

oMy )

i

Potential dilution is
handled separately in
valuation models

SspssssssEEEEEEEEEnEnEnns?®
gE NN NN NN NN EEEEEEEEE Ny
SspsssssEEssEEEEEEEEEnnns®

.0
.
L4

*

*
®ssssssssmsmmsmsmmEnEnn?®

c\fs.

Share price itself
already reflects all
publicly known
information about
possible future dilution

‘e
*
*
“sssssssEEsEEEEEEEEEEnnnn®

gSUEEEEEEEEEEEEEEEEEEEEEm,

*
.0

.
®ssssssssmsmssmsmmnnEnnt®
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Important Equity Language —
Dividends and Dividend Yield

FINANCIALEDGE!

o

.
.....................................

Payments made by a company to its shareholders
°

A

Represent a way for companies to distribute part of their
profits back to investors as a reward for holding the stock

IN ADDITIONAL

IN CASH SHARES

In some jurisdictions, shareholder approvalis also required, but in most markets this is purely a board decision

FINANCIALEDGE!
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Dividends are a tangible signal of the financial health
of the company and of management confidence

E \%
Regular and sustainable dividends Dividend is cut or suspended

Suggest that a company is Early warning sign that earnings or
generating steady cash flows : cash generation are under pressure

Doesn't need to retain all
its profits for reinvestment

FINANCIALEDGE!

THE DIVIDEND YIELD HELPS INVESTORS COMPARE:

The level of income versus
The level of income they can expect other asset classes entirely:

from one stock versus another

( Bonds ) ( Savings accounts )

(L Arnuatdividend )
Measured on a trailing basis

Current share price)

Using the dividends expected

Looking at the total paid over the next 12 months

over the last12 months based on analyst forecasts

or company guidance
FINANCIALEDGE!
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High dividend yields can be attractive to income-focused investors

i

Dividend payout ratios
(which is the dividend divided by earnings)

Needs to be interpreted carefully

INVESTORS WILL LOOK AT:

Cash flow coverage to assess
whether the dividend is sustainable

Ratio above 1 ( Operating cash flow ) Ratio below 1
Suggests the company Indicates the payout
comfortably funds its isn't sustainable
dividend from o o .
its operations ( Total dividends paid )
FINANCIALEDGE!
Share buybacks
A more attractive way of returning capital to shareholders than cash dividends
e’
offer flexibility
Allowing management to return Without committing to
excess cash when appropriate ongoing dividend payments
FINANCIALEDGE!
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Important Equity Language —
Equity Beta

FINANCIALEDGE!

EQUITY BETA

Measures how sensitive a stock’s returns are to movements in the overall market

C BETA OF 1 )

o N
./i\./. ...... .@m

Stock usually moves in the same direction and
by roughly the same percentage as the market

FINANCIALEDGE!
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BETA ABOVE1

Company'’s stock price tends to
move more than the market

Stock with a beta of 1.5
might rise about 1.5% s

.................................................

.................................................

Fall by a similar amount (1.5%)
when the market drops by 1% y

BETA BELOW 1

Stock is less sensitive to market moves - it
fluctuates less than the market overall

Negative beta means it often
moves in the opposite direction

)

Seen in sectors:
% ©
[
( Gold mining ) ( Insurance )

FINANCIALEDGE!

ik

How a stock behaves

DIRECTION

Does it tend to move with
or against the market?

Companies with
steady/predictable earnings

i Consumer-staples *
firm

..........................

..........................

Usually have low betas

MAGNITUDE
By how much, on average?

- o
e ’ N4
Autos : Airlines ' Luxury goods
Usually have higher betas
FINANCIALEDGE!
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We can calculate the beta by running a linear regression
-4
COMPARING
r L S R N N ) R S S S ) \
H STOCK’S RETURN N | ol | H MARKET’S RETURN
Important to note that the result depends on how you measure it:
|
i 9 —
(= l How frequentl How long your
i W frequently look-back period is
Which market 00 p
index you choose (® Ylou sunr(lple returnshl (Data from the
aily, weekly, or monthly) last 2, 5, or 20 years)
Capture how the company behaves today, not how it
behaved years ago under a different structure or strategy
FINANCIALEDGE!
Use of Equity Betas
FINANCIALEDGE!
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Backward-looking
Based on historical data

Investment or trading decisions

Markets Move Forward
Assess if past trends will persist

FINANCIALEDGE!

How similar is the company
today to the company it was
over the last two years?

Form a forward-looking

estimate of beta

Investment or trading decisions

Has it completed a
merger or a spin-off?

Has its business mix changed, or
has corporate activity made its
earnings more or less volatile?

Better reflects future
stock behavior

FINANCIALEDGE!
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eI NN NN NN NN NN NSNS NSNS ENEEEEEEEEENN,

© INvESTORS

Use beta to manage
portfolio risk and return

eWEEEEEEEEEmN,
Yssnsnnnnnnn?®

®ausmssssmssssnsmnnnnnnnnnnnnnnnnnnns®

for higher returns

FOR EXAMPLE

B=2 Twice as volatile HIGH RISK TOLERANCE LOW RISK TOLERANCE
as the market Must endure 2x market Combine with low-beta
(on overage) swings for return @ for less volatility

to the market

Bullish on a Sector ( - Balanced Portfolio
Accept higher volatility { ﬁl } Monitor volatility relative
e

4

FINANCIALEDGE!

¢ NN I NN NN NN NN NN NN NN ENEEEENEEEEEEEEE,

[LIE| TrRADERS
E‘w Use beta to hedge risk

eREEmEmEEE NN,
Yssnsnnnnnnn?®

* *
SN NN NN NN NN NN NSNS NSNS EEEEEEEEEEEERS

oy 1
Hedging Asset being
instrument hedged

Long one stock

( Neutralize risk: offset long beta value with short beta hedge

Short another stock v P
in the same sector d Short an equity index future
AN

FINANCIALEDGE!

© 2025 Financial Edge Training

20



FINANCIALEDGE!

Investor and Trader
Use of Equity Betas - Example

FINANCIALEDGE!

AL
Long 500,000 shares of Alpha Bank 111 I.I.l

Historical beta n
J

32.15 euros

Trading at per share

HEDGE EXPOSURE
(Remove market risk)
v ‘
E\

Sell short Short the national equity index

( With a beta of 1.1 )

FINANCIALEDGE!
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Hedge with @:all= (e Ko

500,000 Shares * 32.15 —

16.075 million euros * n —] 22.5 million euros

FINANCIALEDGE!

C Short position must also have a beta-adjusted value @Z8 51| [Te13 11T ES

db

Beta

v

=t
OI

(1)

B Financial Co

Need to short roughly 6.39 million shares to balance the trade:

22.5 million euros
e m —l  6.39 million shares

. . There is still a chance to spread the risk
m Only neutralizes market risk between Alpha Bank and B Financial Co

FINANCIALEDGE!
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/t "Q‘ Hedge using the index 7 ;ﬁ‘

Target a short notional of: 22.5 million euros

FUTURES
CONTRACT'S CONTRACTS
MULTIPLIER

Convert that notional into futures
contracts using the contract’s multiplier

We are using the beta adjusted long value already,
m Beta of 1 no further beta adjustment will be required

NOTIONAL

FINANCIALEDGE!
@& Hedge using the index /[ ;ﬁ‘

Target a short notional of: 22.5 million euros

..................................... C Practiculities to budget for: )

@ 3|

Borrow/short costs Roll/slippage if you use futures
(and dividends owed while short)
if you hedge with stock

Currency or time-zone mismatches between legs can also introduce noise

FINANCIALEDGE!
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Equity Classification:
Market Sectors — Introduction

FINANCIALEDGE!

STOCK MARKET

Uil
M

The stock market consists of shares from
thousands of different companies

Professional investors typically categorize these companies

by sector to analyze and understand market trends more effectively

GLOBAL MARKETS 1( Each sector represents a broad area of the economy )

Capture big-picture

Equities are divided
into 11 major sectors

1Z ] 7N

Global Industry Classification
Standard, or GICS

;" Move large groups of
*, companies together

© 2025 Financial Edge Training

24



FINANCIALEDGE!

Financial sector includes a wide range of industries:

Commercial Investment Insurance and
banking management financial technology

Each sector responds differently to changes in the economic cycle or interest rates

Understanding sector behavior is key to interpreting how markets move overall

FINANCIALEDGE!
Analyzing market data at the sector level
Helps simplify the complexity of the global economy into more manageable pieces
Allows investors to identify where capital is flowing
Defensive areas Cyclical areas
- /PN

& Ag r o 20
\Y% e e N2/ e
Utilities Consumer Staples Industrials Energy Financials

This analysis provides a clearer view of macroeconomic trends and investor sentiment

FINANCIALEDGE!
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( Evaluating Investment Returns )

Portfolio managers break down returns by sector

Good stock selection i ..la * X Being in a sector that
within a sector J f,! outperformed the market

( S&P 500 ) Structured around these same sector classifications C MSCI World )

FINANCIALEDGE!

WELL-DIVERSIFIED PORTFOLIO

ceeqgee

The mix in multiple sectors helps reduce risk

FINANCIALEDGE!
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Global Industry Classification Standard (GICS))

11 SECTORS IN TOTAL

Grouping companies that operate in similar parts of the economy

® o
./ \. ./ \.
FINANCIALEDGE!
Q o o o o

COMMUNICATION CONSUMER CONSUMER —
SERVICES DISCRETIONARY STAPLES ENERGY

Companies that facilitate communication
or provide entertainment content

g ¥
C Media ) C Telecom ) COnIine platforms)

FINANCIALEDGE!
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o o o o

COMMUNICATION CONSUMER CONSUMER
SERVICES DISCRETIONARY STAPLES ENERGY FINANCIALS

Companies that make goods and services
people want, but don’t necessarily need

n e
mm B s
= 5 o*‘ -uu
m u;:\.
Travel or leisure
CCar manufucturers) ( Luxury brands ) Retailers ( companies )

Performance usually rises and falls with consumer confidence and disposable income

FINANCIALEDGE!

o o o o

COMMUNICATION CONSUMER CONSUMER FINANCIALS
SERVICES DISCRETIONARY STAPLES ENERGY

People buy and use on a daily basis

i Ba 76a
i ReT S
C Food ) C Beverage ) C Household goods ) C Personal care products )

Demand for these is steady, this sector is often seen as defensive

FINANCIALEDGE!
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COMMUNICATION
SERVICES DISCRETIONARY
............................. .,

o () o

FINANCIALS

313:{c) 4

CONSUMER CONSUMER
STAPLES

LT

B
oil Renewable fuels
Companies that provide related equipment and services
FINANCIALEDGE!

o

ENERGY

COMMUNICATION CONSUMER CONSUMER
SERVICES DISCRETIONARY STAPLES

$
i %l fo &y

C Banks ) Clnsurancecompames) CInvestmentﬂrms) CMortgageprowders)

Other institutions that manage money, credit, and financial risk

b e e B |

FINANCIALEDGE!
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=
® ® ® ® o

INFORMATION
HEALTH CARE INDUSTRIALS TECHNOLOGY MATERIALS REAL ESTATE UTILITIES

Includes companies involved in producing and delivering:

"

........................................................................................................................

Considered relatively resilient because demand for health care tends to remain stable even in economic downturns

FINANCIALEDGE!

O O o o o

INFORMATION
HEALTH CARE
INDUSTRIALS TECHNOLOGY MATERIALS REAL ESTATE UTILITIES

Industrial companies manufacture
and distribute capital goods such as:

{ Machiner % [ Aerospaceand % 7 Construction . Engineering
b4 i . defenseequipment : - materials i services ;
FINANCIALEDGE!
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o ® 2 ® ® o

INFORMATION
HEALTH CARE INDUSTRIALS REAL ESTATE UTILITIES
TECHNOLOGY MATERIALS

It focuses on goods and services that enable
computing and digital connectivity

SR NN NN EEEE A A EEEEEAEEEEEAEEN EEEAEEEEEEEEEEEEy, B RN R NN RN R AR R R R Ry,
. . . .

o

g o o
----------------------------------------------------------------------------------------------------------

One of the most dynamic and fastest-evolving areas of the global economy

FINANCIALEDGE!

o o ® (52 o o

MATERIALS REAL ESTATE UTILITIES

Companies that manufacture or process raw materials:

A gl

<

INFORMATION
TECHNOLOGY

HEALTH CARE INDUSTRIALS

- o=
= Wz o7
products

FINANCIALEDGE!
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O O O O O

INFORMATION
HEALTH CARE INDUSTRIAL
c us S TECHNOLOGY MATERIALS REAL ESTATE UTILITIES

Mainly of companies that:

---------------------------------------------------------------------------------------------------------------------------
. O
o .

..........

..................................................................

Structured as Real Estate Investment Trusts (REITs)

FINANCIALEDGE!

o 9 o o ® (57)

INFORMATION
HEALTH CARE INDUSTRIALS
TECHNOLOGY MATERIALS REAL ESTATE UTILITIES

Utility companies produce and deliver essential public services:
&, & i
aﬂ’ - Iy

‘ Electricity } Natural gas ‘ Water }

Utilities are also considered a defensive sector

FINANCIALEDGE!
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Equity Classification
Market Sectors -
Economic Cycle

FINANCIALEDGE!

@} Cyclical

N

Economy slows down
or enters a recession

X

............ > @l_l

The company’s profits
(also share price)
tend to fall

FINANCIALEDGE!
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Cyclical (

161 People’s incomes fall Consumer confl'dence
|\ > and employment improve
N

'/’ __________ 1T T ] \I ’/’ _________________________ ‘\I
: Delay big purchases i : Demand returns i
! like new cars . ! :
1 1
1 1
: Drogs_down revenues : : ten;k::isfusttoecrkfsorm :
i and profits for automakers ’I i P ’I
A I I P N I 7 AN N N P N 7
FINANCIALEDGE!

FINANCIALEDGE!
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Cyclical

C

) Defensive

Show much more stable earnings through all phases of the economic cycle

C These products are essential and purchased regardless of economic conditions )

0 "
.

.,
......................

CONSUMER STAPLES

>0

UTILITIES

. .,
......................

......................

More resilient when
the economy slows or
markets turn volatile

FINANCIALEDGE!

HEALTH CARE

BYAYR

Cyclical (% Sensitive sector
y ~
? -
® ot [Tz | O
. Communication
Energy Technology Industrials Services

( Tend to move with the economy ) But not as sharply as pure cyclical sectors

BETAS (meqning their sensitivity to overall market movements)

[Often close to: n

FINANCIALEDGE!

35
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SPDR S&P U.S.

SPDR S&P U.S.
CONSUMER

UTILITIES ETF

DISCRETIONARY

guEEEEEEEEEEsEEsEEEEEEEEEE,
o -

Defensive
benchmark

Proxy for
cyclical stocks

RLLELTS
MTTTTTITY

o

Cumsssssnsssssssnnannnnnns®

NAV IN USD

. SPDR S&P U.S. UTILITIES ETF

Source: Infront

Drops faster during slowdowns, such
as the COVID-19 shock in early 2020

. SPDR S&P U.S. CONSUMER DIS ETF

Rises much more sharply
during strong growth phases

FINANCIALEDGE!

SPDR S&P U.S.
CONSUMER

DISCRETIONARY

Proxy for

cyclical stocks

SPDR S&P U.S. 20
UTILITIES ETF o
50
O 40
N ‘. o]
Defensive : z %
: benchmark > 2
R =
10
0

.......-.-.-.u.. SPDR S&P U.S. UTILITIES ETF

Source: Infront

A Q g S O v O
& N S S S & & & &
& N N N N \ N N &
N I 9 > S o o > o
S N N N N N N N &
> Q @ @ @ R @ Q R

. SPDR S&P U.S. CONSUMER DIS ETF

Steadier and smoother performance,
with smaller drawdowns and lower volatility overall

FINANCIALEDGE!
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©

Professional investors pay attention to sector classification
when positioning portfolios through the business cycle

@

Cyclical sectors ) Defensive sectors

)

Offer greater upside during Provide stability and
expansions but carry more income when markets

risk in downturns E become uncertain

o
---------------------------------------------------------------------------------------------------------------------

FINANCIALEDGE!

Equity Classification
Market Sectors — Beta

FINANCIALEDGE!
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How analysts How investors
measure sensitivity

use it in practice

The sector beta

Measures how sensitive a sector’s returns are to movements in the overall equity market

' @mw

Tends to move less than the market

: Sector tends to move more
: than the market

Amplifying both gains and losses Smoother and more stable

FINANCIALEDGE!

----------------------------------------------

Consumer == . . 20 . i~
Discretionary i{ﬁ) ( Financials @@) ( Materials &

3 Higher volatility Dependence on economic growth

Defensive sectors Neutral sectors
TYPICALLY BETAS BELOW ONE

TYPICALLY BETAS AROUND ONE
( Utilities ) ( Health Care )

( Technology ) ( Industrials )
( Consumer Staples )

Broadly move in line with the market
Returns fluctuate less when markets swing j

-

FINANCIALEDGE!
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( SECTOR BETAS ARE NOT STATIC )

They shift with sector mix, business
models, and macroeconomic changes

Early expansion phases

Economy matures

or recession risks rise

They may increase weights in Rotate toward low-beta defensive
high-beta cyclical sectors sectors to preserve capital
to capture growth and reduce volatility

FINANCIALEDGE"
- ANALYSTS -
;ﬁﬁ
Use sector betas Separate impact of market
in risk modeling and movements from genuine active
performance attribution

management decisions

ant®

. Is it because they
Is it because the manager " "
" were overweight high-beta
picked better stocks? "
sectors during a bull market?

*
o

g
S
----------------------------------------------------------------------------------------------------------------------------------------

.

FINANCIALEDGE!
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Equity Classification
- Equity Styles

FINANCIALEDGE!

FINANCIALEDGE!
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Growth stocks are companies with strong potential for earnings expansion

4
. ‘ I;:ﬁ: ) Shares often look expensive on traditional metrics

N

\)

Investors expect these
businesses to grow faster
than the market

............................................................................................................................................

FINANCIALEDGE!

Growth stocks are companies with strong potential for earnings expansion

?
ot

TECHNOLOGY COMPANIES

m Fast-growing Volatile

If growth plans succeed, the If reality falls short of expectations,
rewards can be impressive those same stocks can fall quickly

FINANCIALEDGE!
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\J

.( “Diamonds in the rough” )

CCLE LR L R E LR EE LY EEYEE I

TCTErrT
. .

Overlooked yet fundamentally strong companies

Yennnnnnns®

)
N m e R R R R R R R RN R AR N AN AR AN NN NN AN NN NN AN NN AN NN NEEEAEEEAREEREEEEEREEEEREERES

‘@ Generate reliable cash flow, Trade at lower
N pay steady dividends valuation multiples

N/
‘I
GROWTH INVESTOR Real estate S VALUE INVESTOR
Huntsforanup-and- &% 4% Looks for a solid home
coming neighborhood ﬁ‘. % B I selling below what its
with soaring potential =

rental income would justify

FINANCIALEDGE?

\Z

' Cheaper .

Seen as slower or temporarily out of favor
- while remaining sound investments underneath

sunuw,
Tunna®

Market expects rapid expansion

are low and earnings momentum is strong

N ( Financials ) C Energy ) C Industrials )
Tend to perform best when interestrates :

Excel early in recoveries as activity olaly

: rises and investors favor cyclicals m
Often lag when rates rise or o :

when economic momentum cools

During long bull markets, ) [ | l
growth takes the lead again /\’
FINANCIALEDGE!
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NAV in USD

>
S O
NI
S

%3 %3 %3 g D D
v v v SV V SV
O Q' O Q' Q' Q'
@\W &\W \\\\W @\W &\q/ Q{O\q,
NSNS

v v N2 92 92 0V » > >
% 4 \4 \4 V' $V \Z \Z
Q ) Q' Q' Q' Q' Q' Q'
E PN \Q\\W N N
RN NN

e \/anguard S&P 500 Growth ETF w==\/anguard S&P 500 Value ETF

Source: Infront

GROWTH STOCKS VALUE STOCKS
Fell sharply Rebounded strongly .
[ (2022) ] [ (2023-2024) J Moved more steadily

As technology and communication Smaller swings
shares regained strength

As interest rates surged

FINANCIALEDGE!

GROWTH VS

ROTATION

Investors blend the two styles

e NS EEEEEEEEEEESEEEEEsEEEEEEEEEEEEESEEEEEEEy . SO E L e R E L LR E L L LR EEELE TN

Holding value for
income and resilience

o+ ° o

e
.

(©y

: Holding growth for :
5 long-term potential :

esEEEEEEEEEEEEEE,
0
Ytasusmmsssnnnnas®

0
.
R
e

k3 .
............................................ *tssnsssssssssssssssssssssEsssssEsssssnannnnns®
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Market
Capitalization Categories

FINANCIALEDGE!

@

( Market Capitalization )

. Number of shares — SR .
[SharePrlce] * [ outstanding J —J Market Capitalization

Qopp * We usually use free-float market capitalization, which focuses
Ill on the shares that are actively available for public trading

FINANCIALEDGE!
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MEGA cAP ([

Companies valued above roughly $200 billion dollars

Global giants that dominate their industries
and often set the tone for entire markets

FINANCIALEDGE!

: Companies valued between $10 - $200 billion dollars
LARGE CAP =

....................................................

MEGA CAP Ig@

Core holdings in
( Stable ) ( Liquid j ( benchmark indices j
\
S&P 500

FINANCIALEDGE!

© 2025 Financial Edge Training 45



FINANCIALEDGE!

...................................................

......................................................

MEGA CAP
B Companies valued roughly $2 - $10 billion dollars
mpcar (B
These companies are in a growth phase:
ARl <>
§ Big enough H Still with room
i to be proven : to expand :
NANocap | Tdf!
L
FINANCIALEDGE"
MEGA CAP

Companies valued around $300 million - $2 billion dollars

w7y

@ 0
%)

sMALLCAP (| @)
)

Younger or more
specialized firms

L]
NANocap (Tdh]
L

......................................................

..................................................

&)

Higher growth
potential but also
higher risk

FINANCIALEDGE!
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.........................................................................................................

MEGA CAP |E@

Companies valued between $50 - $300 million dollars
"7 :

m A K
MICRO CAP zﬁn

.
[ 4 ]
NANO CAP | [gg]

........................................................................................................

FINANCIALEDGE!

.........................................................................................................

MEGA CAP |E@

kg

Companies valued
less than $50 million dollars

NANO CAP

........................................................................................................

FINANCIALEDGE!
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More stable and less volatile .—’““ Riskier but more dynamic @
Hold up better during Often lead early in
recessions and market stress an economic expansion
Tend to lag smaller companies CZ} Can fall faster when )
during strong recoveries o conditions deteriorate Q LR

FINANCIALEDGE!

S N S o ~\
(\ Stability (\ Liquidity { Room forgrowth |
B —— 4 L —— 4 \~ _______________ s’
FINANCIALEDGE!
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<>q,\ Qo_,\ 0q‘\ & 0q,\ QQ,\ & & & & ¢

=\ anguard Small-Cap ETF
Source: Infront

>
N
(L\’L

© © L @ & O > DD >
N SN N N o L A
\’L° W\ \'9 \’9 \']9 NV \'L° o \fv°
3 O W % % O % W % !
O ¥ O o o8 07 o8 T O o
S S S S & S S &

w==\/anguard Large-Cap ETF

SMALL-CAP STOCKS

Experience wider swings

Stronger rallies in
bull markets

Deeper declines
in downturns

LARGE-CAP STOCKS

Move more smoothly, with
fewer sharp jumps or drops

FINANCIALEDGE!

300

250

=\ anguard Small-Cap ETF
Source: Infront

o 200
w
=)
£ 150
>
<
Z 100
50
0
R N R S T T T RPN SN, PR TN S~ SN - S W B S S B O T, - T
Q 2 MF S S SV
S F PP O
W N Y H N N N N
N NN NS N S N D N o
W4 4 T G o 8 T o T o 0 oY o T G o & S
S @& @& & & & & & & & @ @ @ PSS

w==\/anguard Large-Cap ETF

SMALL-CAP STOCKS

Usually get there with more volatility

lll@ é:)

Higher rewards Higher portfolio risk

LARGE-CAP STOCKS

FINANCIALEDGE!
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The Dividend Timeline

FINANCIALEDGE!
almmis
]
L
T T P P P PP PP PP PR RPPPPPPT PP l Cledrtimetable  |occeiviciiiiirii i srannnssannnsnannnnnes .
Who gets paid How the market reacts
PRLIIRTII IR IO Company’s board of directors announces:
‘ The record date
[0~ 0 | THE DIVIDEND
EEEE “The dividend
. will be paid to
| 1] | U2 ST shareholders
A of record on
. - . Tuesday,
Declaration date When it will be paid September 10"
FINANCIALEDGE!
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Ex-dividend date

First day the shares trade without the right to that dividend

- If you buy the stock on or
after the ex-div date
( Won't receive the dividend - the seller will )

¥

& kY Purchase will settle
3 e after the record date
FINANCIALEDGE!
T+2 settlement system
T+2 environment, a trade settles two business days after it's executed
____________________________________ @- -
> :
ax -
as &‘ : If you bought the stock
- : two business days
_____ . Ex-dividend date : before the record date
‘g “\: Purchase will settle : P YR SR PPN YO PPN RO | .

L : after the record date : s

., %o : i Your name would appear on the :

""" : ¢ shareholder register on the record :

Ex-dividend date falls one : 5 date itself, 2 days later

AT SR 0 R e : [*eeenduesereskresesebeneaesauenenespaeseseheneaes

;" Bought the stock one business day %
: before record date - :
E‘ you would miss the dividend .,-' :
...................................................... : NANCIAL EDGE
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\%

UNITED STATES}‘

If you buy on the
business day before
the record date

(2004) system

//-_~\\ r/-_~\\ //--\\\
/ m @------=—=—-——- >/ e e R >/ ' [/ A
| i | i AE
N O/ \ ! \ QId
N i \ S \ S
S S hd

Trade settles
the next day

...................................

Sam=’

You'll appear as
a shareholder on

the record date

FINANCIALEDGE!

[0 o |
oz
Payment date

Dividend is transferred to the shareholders of record

oo

COMPANY X
Announces its dividend on Monday, August 12

S

It will be paid to
shareholders of record on:

Q

Payment will follow on:

Under T+2 settlement, the
ex-dividend date would fall on:

( Monday, September 9th ]
°

Tuesday, September 10th

Friday, September 20th

Buying on that day or later means your trade settles after the record date

and the dividend entitlement remains with the seller

FINANCIALEDGE!
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What happens to the share price?

) N %) The share price drops by roughly
& the amount of the dividend
2

Ex-dividend date
_3
- Company’s cash decreases E it alue decreases 4
¢¢¢( pen ) ( B )l.ﬂTl/
N J

Reflected in the stock price

FINANCIALEDGE!

Price steps down
on the ex-div date
before returning to
normal trading patterns

12/Aug  19/Aug  26/Aug 02/Sept 09/Sept 16/Sept

Knowing dividend dates and dividend amounts is particularly
important for two main groups of market participants:

59

INCOME INVESTORS DERIVATIVES TRADERS

Expected dividends influence the forward

ez i clidisnel o rsglulel s price of equities and futures contracts

...............................................................................................................................
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FINANCIALEDGE!

www.FE.training

Please do not redistribute these materials without the
express permission of Financial Edge Training.
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