
Stock Selection Guide
Superior Stock Selection — and Rejection

Company:  LEONS FURNITURE LTD (LNF on Other)

Major product/service:  Furniture Stores
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Revenue Profile

EPS Profile

$530 M

$2.60

$644 M

$3.54

$39.35

Lo

Hi

Monday, February 21, 2005 4:30:59 PM1. Great Revenues?...Great EPS?

RECENT RESULTS

Latest

Year Ago

% Change

Quarter(s) Revenues ($M) EPS ($)

4

4

505

455

10.8%

2.42

1.92

26.0%

REV ($M)
EPS ($)

269
0.81

283
0.84

289
0.86

316
1.05

337
1.25

371
1.58

402
1.73

426
1.79

450
1.93

456
1.92

505
2.41

COMPOUND GROWTH
HISTORICAL PROJECTED
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LEONS FURNITURE LTD
EPS Estimates (from graph)

Current
EPS (2005) $2.60

Upside
EPS (2009) $3.54

Per Share Data (current fiscal year)

Recent
Price $39.35

High
Price $41.00

Low
Price $34.70

Indicated Annual
Dividend $0.80

Recent
P/E Ratio

= Recent Price
EPS Estimate (2005) = $39.35

$2.60 =  15.1

2.  Great Price?

Dividend
Return = Dividend

Price x 100%

3.  Dividend Returns

Years
Ago

Fiscal Year
Ending

Dec

1 2004

2 2003

3 2002

4 2001

5 2000

6 1999

7 1998

8 1997

9 1996

10 1995

Share PricesA B
High

Price ($)
Low

Price ($)

37.40 28.40

31.00 25.10

35.00 22.16

25.00 19.00

24.25 18.00

24.70 16.50

22.10 16.25

22.00 12.75

13.45 11.50

13.50 9.75

C
Earnings

Per Share ($)

2.41

1.92

1.93

1.79

1.73

1.58

1.25

1.05

0.86

0.84

P/E RatiosD E
High P/E
[A ÷ C]

Low P/E
[B ÷ C]

15.5 11.8

16.1 13.1

18.1 11.5

14.0 10.6

14.0 10.4

15.6 10.4

17.7 13.0

21.0 12.1

15.6 13.4

16.1 11.6
Average Average

Average P/E Ratio

16.4 11.8

14.1

F
Dividend

per Share ($)

Dividend ReturnsG H
Best [F ÷ B]

(%)
Worst [F ÷ A]

(%)

0.74 2.6 2.0

0.50 2.0 1.6

0.98 4.4 2.8

0.40 2.1 1.6

0.40 2.2 1.6

1.07 6.5 4.3

0.71 4.4 3.2

0.22 1.7 1.0

0.70 6.1 5.2

0.20 2.1 1.5
Average Average

Average Dividend Return

3.4 2.5

2.9

P/E Ratio Average P/E Ratio
PE/G Ratio

Recent P/E RatioRelative = =      1.07

=      1.89

4.  Great Return?

Upside EPS
$3.54

Upside P/E
x 15.9 = $56.29

Upside Price
minus $39.35

Recent Price
= $16.94

Upside Reward
$16.94
$39.35

Recent Price

  x 100%  = 43%
(Simple 5-year

Price Return %)

7.4%
Compound Annual

Price Return

2.1%+
Dividend

Return

= 9.5%
Upside

Rate of Return

Conversion Table
Simple Price Return %

Compound Annual %

27

5

34

6

47

8

61

10

75

12

93

14

101

15

110

16

129

18

149

20

182

23

205

25

244

28

271

30

5.  Great Risk?

Provision for a 20.0% decline in the Recent Price to = $31.48
Downside Price

$39.35
Recent Price

minus $31.48
Downside Price

= $7.87
Downside Risk

6.  Reward versus Risk

Reward

Risk
=

$16.94

$7.87
 =  $2.15 of Reward per

dollar of Risk

7.  What is the Buy Zone?

Zone Size =
Upside Price minus Downside Price

3
=

$56.29 minus $31.48

3
=

$24.81

3
=        $8.27
      Zone Size

BUY ZONE MAYBE ZONE SELL ZONE

Downside Price Upside Price

+     $8.27     =

Zone Size

+     $8.27     =

Zone Size

$31.48 $39.75 $48.02 $56.29

The Stock's Recent Market Price of $39.35 is in the Buy Zone
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