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Psychology of The Market
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“You either learn through wisdom and
knowledge or suffering and woe, and you
continue to suffer until you learn.”

~James Allen
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(CM) Continuity of Thought
r—

“These crowd madnesses (1929) recur so frequently in human
history that they must reflect some deeply rooted trait of human
nature. Perhaps it is the same kind of force that motivates the
migrations of birds...

There seems to be a cyclical rhythm in these movements. A bull
market, for example will be sweeping along then something will
happen — trivial or important — and first one man will sell and
then others will sell and the continuity of thought toward higher
prices is broken.”

~Bernard Baruch, My Own Story, 1957
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F'.ALTHOUGH the stock marlet is
now at an all-time high, the
! Erks of n seat on the New York
. Block Exchange has undevgone o
¢ "drostic markdown, and shares of the
i publicly-owned brokerage houses are
i-“not exnctly setting the world on live.
IiAre these merely statisfibal quirks,
ior are they indications thot people
‘ have doubts shout the long-term wvia-
-'hility of the business?
bu. - i Wa're not members of the
: Exchunge, 8o I gan'f give you an in-
E sider's view on the :
" subject, but I'd
i+ Euspect that the
i seat price situafion
ties inlo the quess
tion of public pay-
cholagy. And I see
it 85 something of
. o hopelu] sign — & 7.
1_ sign that investor
paychology is et &
;  pretty low ebh. 1T
we view this as an o
suggests that the market has a loang
way to go before it runs into serious
danger of topping out. As for the
question of pubiicly-owned bro-
. herage houses, the industry seems to
be i much stronger financial condi-
tion {oday than it was a year or so
age these shares probably
chould heve been under pressure. I'd
suspect the market i currently over.
disesunting the hazards and eyclical
naturg of the business,
i Barron's: But why should & seat
- that once went [or rnore than $300,«
m.now be gelling ot less than $200,.
# Schloss: We own nine sents. They
R
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On December 11, the editors of Barron's and 10 experts from ths

world of finance gathered

around a conference inble and peered into

the future. For thres hours, they conducted s free-wheeling discuasion
which ranged from the changing Face of Wal] Street and developments
on the international scene to the "73 cutlock for inflation, business, cor-

porate

the atoo

rofits and & variety of individual securities. All apreed that

market seemed lileely to waork its way higher during the year.

After that, however, everycne had different views on the best way to
translate the anticipated move into profits,
The round-table participants, all of whom were interviewed in-
gjﬁluﬂ:_any during 1972 in Barren's Talking Money series, included the
ing:

Williasn W. Baker, pariner ond director of research at
McDone!d & Co., a Cleveland-based NYSE memhber firm,
Rebert G, Bennett, president of Petroleum Carp. of Amerlea,
en $80-million clesed.end investment {und,

Derwood S, Chase, Jr., president of Chase Tnvesiment
Counsel Corp,, a Charlottesville (Va.) firmi which menages
over $530 million of investment funds,

Edward {(Ned) B, Goodnow, managing pariner of Goodnow, -

Gray & Co., a $20-million private investment partnership.
Denald F. Keohler, senior investment officer of First Mation-

&l Bank Trustess, & Louvisville (Hy.) bank holding company

which manages over L billicn of seeurities.

Archie . MacAllaster, portielio manager of the $19-million
Pilgrim Fund snd president of Fitfeld, MacKay & Co., the
US. arm of a Canadian brokerage firm.

Harria J, Melson, dean of Wall Street columnists snd auther
of the weekly Trader ¢olumn for Barron's.

Irwin Schless, president of Marcus Schloss & Co., 2 NYSE
specialist firm which makes markets in Natomss, Bur-
recghs, Texas Instruments and o dozen or 2o other Big Board
issues,

Robert L. Schwariz, executive vice president gnd directar
of research at Riter, Pyne, Kendall & Hollistsr, a NYSE

www.centman.com

Barron’s —January 1, 1973

. Not a Bear Among Them
Bullish on Wall Street, Business, the Market

some of the other fellows, and we'ra -
not in & position to do the dictating
I'm told other people de, but our
cammisaionz on larger tr are
running snywhere from 50% of the
rate paid ‘on the first $300,000 down
to gz litlle as 15% or 2. I dan't
get into the actual mechanics of how
these things are done, but my people
tell me it'a warkin;,eb)e'hau 2 very
frigndly, likeable trader, so that
might have something to de with it.
But in any case, about eight or nine
months apo, we negotiated a trade
on 60,000 shares of Texaco at a com-
missian that worked out to 8 nickel
& shara.

Barron's: Bob, have you had a
similar experience?

Bennctt: ‘Mo, Just the opposite,
We haven't icund negotiated coms
trigssions o he a .
greal windiall at
all. We did a sgqr-
vey on this a few
months ego, and,
relative to regular
‘commigsions, we
figured we'va
saved gomethin
between ten an
lifteen  one-hun-
dreths of 1%, In
other words, if weo
had often an
eighth better on the price, we would
have come out shead, As for the
level of Stock Exchange seatl prices
I think it reflects in part some of
the subile changes that have taken
plece in the business, In the old
days, thers was a club aspect to
membership on the fimor, Peaple

mada o lak Al soavaw beadins fassbaia
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CVy S&P 500 Index Price 1968 - 1979
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Not a Bear Among Them P/E 19'11 M SPX Index (S&P 500 Index) - Last Price |
Barron’s o
January 2’ 1973 - ! ......................... =120

S&P 500 Price: 119.10

——— —— ——— TUEI || W— s s ————— TR—— —— - et 120

A S R : .. 1| R ™ PR | | p . H =100

“The Death of Equities”
: : Business Week”
.................. ] . August 13, 1979
S&P 500 Price: 107.42

October 3, 1974
S&P 500 Price: 62.28
48% Decline From ‘73 Peak

1969 1970 1971 1972 1973 1974 1975 1976 1977 1978 1979
SPX Index (S&P 500 Index) SP 1963-1979 Price Daily 31DEC1963-31DEC1979 Copyright® 2020 Eloomberg Finance L.P. 27-]an-2020 13:14:35
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Change in Price Due to Inflation,

M
/ Multiples, & Earnings

(o] P/E S&P 500 S&P 500
Inflation Multiple Earnings Price

January 1973 3.2% 19.1 $6.2 $120
December 1974 11.0% 7.3 $9.2 S62
Change 244% 61.8% 48.4% 48.3%
Increase Decrease Increase Decrease

Source: Century Management, Bloomberg. Numbers have been rounded.

www.centman.com
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CVy August 12, 1979
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DEATH
OF
EQUITIES

How inflation
is destroying the
stock market

Daga B4
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“Invest at the point of maximum pessimism.”

~John Templeton

www.centman.com
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CVy S&P 500 1979 - 1985
/

| b From Bottom to Peak |
WSPX Index: (S&P:500 Index):= Last Price ’ 220

-Years= 115

“The Death of Equities”
Business Week”
August 13, 1979

S&P 500 Price: 107.42

- .. - PR 200

180

..... : et 160

......... e H H H H i H : i H i U H H H . Lo H H 140

.......... i . - A N Rl T ¢ PP R PO PP TR 120

7 Months Later S&P
Bottoms
B March 27, 1980 | e e 100

PE73 . S&P 500 Price: 98.22 |/ NN NN BN B

H R

1979 1980 1981 1982 1983 1984 1985
SPX Index (S&P 500 Index) SPS00 1979-1989 Price Daily 31AUG1979-31DEC19385 Copyright@ 2020 Bloomberg Finance L.P. 27-Jan-2020 13:12:05
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Change in Price Due to Inflation,
Multiples, & Earnings

Gy

Date P/E S&P 500 S&P 500
(10-Years) Inflatlon Multiple Earnings Price

April 1980 13.5% $15.18 $106.3
April 1990 5.4% 14.6 $22.60 $330.0
Change 60% 105.6% 48.88% 210.4%
Decrease Increase Increase Increase

Source: Century Management, Bloomberg. Numbers have been rounded.

www.centman.com 12
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Inflation, Interest Rates, and Their
Importance on Multiples

www.centman.com
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Value Line® S&P 500 Index®

 Median P/E  Average P/E

2-Qtrs. Forward Earnings

+ a-Qtrs. of F Earni
2-Qtrs. Trailing Earnings 4-Qtrs. of Forward Earnings

1,700 Companies * 500 Companies



Entire Period From Low Inflation to High

/
@\9 Inflation Back to Low Inflation

1973 to 1982 (9 Years) Value Line PE Multiples (Median = 15.6) 2009 to 2019 (10 Years)
” Median BAA Rate = 13.9% 18.3 as of 12/27/2019 Median BAA Rate = 4.9%
22

20

18 i

) W
914 '
o
=12 M
>
210

8 IMW

6,

4

1982 to 2008 (26 Years) Median BAA Rate = 8.3%

2

0

RRBxIIILIERISSTS§33885838583388s5832c-cgeFresee

6§ 8 686666686066606660660606060666606668086CG6C-66SG6GS8SUGES&8SG6 8

TSS9 =E============°5¢32

Source: Bloomberg, Value Line®
Range | Bottom Top
Worst Case (bottom 10%) 4.8 8.6
Value Zone (10% to 25%) 8.6 12.8
Expensive Zone (top 80%) 18.1 21.1

www.centman.com
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S&P 500 PE (17.48) vs Value Line Reg PE (15.60)
S&P PE = 21.66; VL PE = 18.30 as of 12/27/2019

17.6

9.4

7.8

10.3

Values in boxes are differences in

multiples at S&P peaks.

6.9

e

S&P PE is Usually 1.88 Multiples Higher Than the VL PE
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Source: Bloomberg, Value Line
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High Inflation Period

11

10

Multiple

Value Line PE Multiples High Inflation Period
1973 to 1982 (9 years)

Expensive Zone
| —
' Jv“ \'.WM IJ.-' =) \__\_‘ ~ *
M Ar’h . - F,-\_\ 7
vV e Zone

\'\ Worst Case

Range | Bottom | Top

Worst Case (bottom 10%)

48 6.8 High Inflation Period:1973 to 1982 (9 years)

Value Zone (10% to 25%) 6.8 7.1

Value Line PE Median = 7.6

Expensive Zone (top 80%) 8.3 9.9

Median BAA Rate = 13.9%

Median Inflation Rate = 9.4%

Source: Bloomberg, Value Line®

www.centman.com
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(CM) Middle Year’s or Average Inflation Period
r—

22
21
20
19
18

Multiple
N N -— — —
w H (3, ] » ~

-
N

©

- -
o -
| |

Value Line PE Multiples Middle Years

1982 to 2008 (26 years)
Expensive Zo
|
|
| | | |
|
Value Zone
v Worst Case
N o & O O©W N~ 00 O O T N O & v 9O N~ 0O O O T N O «§ uvu o »~ o
€ ©0 W o0 ©W o o0 o0 o o oo o oo o o o o o o o©o o© o©o o© o©o ©o©o o o
2 3 3 3 B B B B ® B B B B B B B B B B B B B B B B B B
2 2 2 =2 O O O O 0 0 0 0 0O 0 0 0 0 0 06 0 0o 0o o o o o o

Range | Bottom Top
Worst Case (bottom 10%) 9.0 11.5
Value Zone (10% to 25%) 11.5 13.1
Expensive Zone (top 80%) 17.7 19.5

Source: Bloomberg, Value Line

www.centman.com

Middle Years: 1982 to 2008 (26 years)

Value Line PE Median = 15.4

Median BAA Rate = 8.3%

Median Inflation Rate = 2.8%

19
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Low Inflation Period

Source: Bloomberg, Value Line®

Value Line PE Multiples Low Inflation Period
92 2009 to 2019 (10 Years)
21 i
20 Expensive Zone
19
18
Q2
2
£17 | n
= i
16 !
w Value Zone
15 ¥
14 Whorst Case
13
12 [=2] [<2] o o - -~ N N o o~ << < wn n © o N~ N~ [} [} [=2] (<]
222%2%2:%:%:%:%:%:%:%:
s 4 3 &8 3 &8 3 2 g 2 2 2 2 2 2 2 g 2 2 2 2 2
Range | Bottom Top
Worst Case (bottom 10%) [Low Inflation Period: 2009 to 2019 (10 years)
12.9 15.0 Value Line PE Median = 17.5
Value Zone (10% to 25%) 15.0 16.2 Median BAA Rate = 4.9%
Expensive Zone (top 80%) 18.8 21.1 Median Inflation Rate = 1.9%

www.centman.com
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From 1973 to 2019

Premium to Inflation For Various Bond Rates

Period BAA Rate AAA Rate (30 Year Treasury|10 Year Treasury

Median Median Median Median
Entire Period 1973 to 2019 5.4% 4.5% 3.2% 3.1%
High Inflation 1973 to 1982 4.4% 2.6% 1.9% 2.0%
Middle Years 1982 to 2008 5.5% 4.7% 3.8% 3.5%
Low Inflation 2008 to 2019 3.0% 2.1% 1.2% 0.5%
lAverage Premium t.o Inflation 4.3% 3.1% 2 3% 2.0%

of Three Periods
+  Current Inflation 1.8% 1.8% 1.8% 1.8%
= What Interest Rates Would 0 o 0 o

Be If They Were Normalized 6.1% 4.9% 4.1% 3.8%
Interest Rates Today 0 o 0 0

(January 27, 2020) 3.68% 2.82% 2.05% 1.60%

Source: Bloomberg, Century Management. To arrive at 12/31/19 inflation, we averaged CPI at 2.3%, PCE at 1.6%, and the TIPS implied inflation at 1.6% = 1.83%.




S&P 500 and Value Line® P/E
Inflation Average S&P 500 P/E | Value Line Median P/E
,,,,,,,,,,,,,,,,,,,, 0% | w | 310 .S 180
1.0% to 1.5% 20.39 17.45
1.5% to 2.0% 18.13 17.50
2.0% to 2.5% 19.48 17.50
2.5% to 3.0% 19.19 15.60
3.0% to 3.5% 23.05 15.55
3.5% to 4.0% 20.43 15.00
4.0% to 4.5% 14.91 12.80
4.5% to 5.0% 12.77 11.50
5.0% to 6.0% 14.42 10.30
6.0% to 8.0% 10.96 7.60
8.0% to 10.0% 8.09 7.60
10.0% to 12.0% 8.27 7.60
12.0% to 14.0% 7.74 7.40

Source: Bloomberg, Value Line®
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Company Fundamentals:

Schlumberger (SLB)

www.centman.com
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/
(CM) Some of the Valuation Metrics We Consider
/

Enterprise Value Compared to: Price Compared to:

e Sales * Book Value
 EBITDA * Tangible Book Value
 EBIT e Sales

* Net Current Assets
* QOperating Earnings
 Cash Flow

* Free Cash Flow

We average the 3 lowest years of applicable multiples.

www.centman.com
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S&P 500 Oil & Gas Equipment & Services Sub Industry
Price to Book

Low

Std Deviation

Days
High % of Time Likely
To Go Higher
Number of Days % Cumulative %
170 | 1 0.1% 100.0%  0.0%
,,,,,,,,,,,,,,,,,,, 710 | 5 ~01%  999%  0.1%
,,,,,,,,,,,,,,,,,,, 60 | 62 ~ 08%  998%  02%
,,,,,,,,,,,,,,,,,,, 50 | 422 < 56%  990%  1.0%
,,,,,,,,,,,,,,,,,,, 530 | 766  101%  934%  6.6%
,,,,,,,,,,,,,,,,,,, 47%0 | 613  81%  8.3%  167%
,,,,,,,,,,,,,,,,,,, 410 | 578  76%  752%  24.8%
,,,,,,,,,,,,,,,,,,, 350 | 1094  145%  675%  32.5%
,,,,,,,,,,,,,,,,,,, 290 | 2318  307%  53.1%  46.9%
................... 230 | 1344 @ 178%  224%  77.6%
................... 170 | 348  46% = 46%  954%
,,,,,,,,,,,,,,,,,,, iil0 | O ~ 00%  00%  100.0%
7557

................... 136 |  01/28/2020  0.8% 99.2%
................... 1.25  [Standard Deviations below the median
................... 765 |  07/22/1997 |
................... 120 |  08/27/2019
................... 321
................... 282

1.17

Data from Bloomberg: 01/31/1990 to 01/28/2020
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S&P 500 Oil & Gas Equipment & Services Sub Industry

Std Deviation

EV to Sales
Days
High % of Time: Likely
Number of Days % Cumt:latlve to Go Higher
%
370 | 260 0.3% 100.0% 0.0%
,,,,,,,,,,,,,,,,,, 345 | 195  25%  997%  03%
,,,,,,,,,,,,,,,,,, 320 | 42 54k 0 972%  2.8%
,,,,,,,,,,,,,,,,,, 295 | 40  63% 918k = 82%
,,,,,,,,,,,,,,,,,, 270 | 48 61%  8.5%  14.5%
,,,,,,,,,,,,,,,,,, 245 | 87  103%  794%  20.6%
,,,,,,,,,,,,,,,,,, 220 | 1003 12.8% = 69.1%  30.9%
,,,,,,,,,,,,,,,,,, 195 | 1382 17.7% = 56.2%  43.8%
.................. 170 | 1024  131%  386%  61.4%
.................. 145 | 1134  145% = 255%  74.5%
,,,,,,,,,,,,,,,,,, 120 | 88  11.0% = 11.0% ~  89.0%
,,,,,,,,,,,,,,,,,, s | 2  00%  00%  100.0%
7824

................... 129 | . 01/27/2020 181% 81.9%
.................. 0.96  Standard Deviations below the median
.................. 361 |  09/21/2007
.................. 091 | ~ 08/31/1998
.................. 194 |
.................. 187 |

0.61

Data from Bloomberg: 01/31/1990 to 01/27/2020
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@\/I) Schlumberger & WTI Oil Price History
/

.......... Dafly 12/51/19931f27/2020 -140
! j Last Price : i i i i i i i i
"HlSLB U: Equity (Schlumberger Ltd) (Rl) 33.96
1409 + T High on 06/30/14 : 117.95
Average o O 50:9076 | i g 120
-1 Low on 12/23/94 : 11.2145 | ¢ F A
“MCL1 Comdty (Generic 1st e Future) (L1) 52:89 : : : : : : :
120<| [ T High on 07/03/08 145.29
= Average 51.97
12/10/98 it D02 e U ol W e 100
100
...................... 8(}
80=
Al :
..... Y 1 L WO
604 '
[T SRR A N e i A0
40 =
.....  EICPRTTUPTTOP P CUPETOPY -EUPITOPITTPTETCPIETRET CREEUR ~5 Ty
204
o : T .. : : N S NN N N S )
1994 ‘ 1995 | 1996 ‘ 1997 | 1998 ‘ 1999 ‘ 2000 | 2001 | 2002 | 2003 | 2004 ‘ 2005 | 2006 ‘ 2007 ‘ 2008 ‘ 2009 ‘ 2010 ‘ 2011 | 2012 ‘ 2013 | 2014 ‘ 2015 ‘ 2016 ‘ 2017 ‘ 2018 ‘ 2019
SLB US Equity {Schlumberger Ltd) SLE Price Daily 31DEC1993-27]AN2020 Copyrightd 2020 Eloomberg Finance L.P. 27-Jan-2020 15:08:22
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(CM) Schlumberger Price History
/ - - : 5 ; ; ;

: Daily 12/31/1993 - 1/27/2020

|-=mSLB-US Equity-(Schlumberger-Ltd) - Last-Price 33.96

itT High an 06/30/14 117.95

| [~ Average 50.9076
1l low on 12/23/94 11.2145

"

{ Low: 11.2145 |

120

100

20

1994 ‘ 1995 | 1996 ‘ 1997 ‘ 1998
SLB US Equity {Schlumberger Ltd) SLE Price Daily 31DEC1993-27]AN2020

1999‘200{}‘2001‘2002‘2003‘20(}4‘20(}5|20(}6‘20{}?‘20(}8

Copyrightd 2020 Eloomberg Finance L.P.

www.centman.com

2009 ‘ 2010 ‘ 2011 ‘ 2012 ‘ 2013 ‘ 2014 | 2015 ‘ 2016 ‘ 2017 ‘ 2018 ‘ 2019 ‘

27-Jan-2020 15:05:10
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(61\/[) Schlumberger: Identity and Analyze How Company

<  Executes During Economic and Industry Cycles

Ischlumberger Price Graph

1994 | 1995 | 1996 | 1997 | 1958 | 1999 | 2000 | 2001 | 2002 | 2003

2004 | 2005

2006 | 2007 | 2008 | 2005 | 2010

|
2011 |2ﬂ12

2013

2014

2015

2016

2017

2018 | 2019

120

100

35.77

20

Source: Bloomberg, Century Management

www.centman.com
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The Importance of Understanding

“Worst Case”

www.centman.com
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and

EV/EBITDA

Low High
12/31/1994
12/31/1995
12/31/1996
12/31/1997
12/31/1998
12/31/1999
12/31/2000
12/31/2001
12/31/2002
12/31/2003
12/31/2004
12/31/2005
12/31/2006 .
12/31/2007 8.58 16.8
12/31/2008 5.50 15.3
12/31/2009 6.72 133
12/31/2010 9.46 15.0
12/31/2011 8.55 13.7
12/31/2012 8.03 10.5
12/31/2013 7.84 10.6
12/31/2014 8.20 11.9
12/31/2015 9.63 13.2
12/31/2016 14.80 20.2
12/31/2017 14.64 20.0
12/31/2018 9.35 18.6
12/31/2019 8.99 12.7

Schlumberger: Analyze How the Company Executes
How it’s Valued During Peaks and Troughs

Schlumberger Price Graph

120

T T T T T T T T T T T T T
1994‘1995 1996 |19‘9? 1998 |1999|200CI 2001'2032 2DU3|2004 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 20]5!2016 2017 |20-13 2019

Source: Bloomberg, Century Management
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(/ Schlumberger: We Then Analyze the Current

CI\Q and our Estimates Future State of the Business

EV/EBITDA
LOW CYCLE MULTIPLES //vwc 7
BUY 8.40
Y v 11.2
/ SELL 14
1994/95 1998 2002 2008/09 owest Years
EV/EBITDA 7.4 8.6 9.2 6.1 8.4 .
EV/SLS 1.6 1.8 1.9 1.9 ) . 2.2 B
P/FREECASH 55.6 48.8 235 147 147 426 239 I;’:’Jf{ 11:2
P/E 18.6 204 34.6 10.5 10.5 245 19.5 v 2.46
Div's Yield 3.2% 2.0% 22%  2.4% 2.03%  2.4% 2.0%/ SELL 3.00
HIGH CYCLE MULTIPLES P/FREE CASH
Next 3 edian wc 12
Highest of 25 YR BFL\’IY i::g
1997/98 2000 2006/07 2014 Peak Years Highs SELL 25:00
EV/EBITDA 17.3 24.9 157 119 249 N\ 1497 152
EV/SLS 3.9 54 5.5 3.3 5.5 4.9 3.8
P/FREECASH 134.0 129.0 38.5 21.0 134.0 100.5 21.0 P/E
P/E 38.2 69.0 25.4 21.2 69.0 44.2 21.2 wWC 15
Div's Yield 0.9% 0.9% 0.7% 1.4% 0.65% 1.0% 2.0% BUY 18.00
Source: Bloomberg, Century Management Fv 24.00
SELL 30.00

www.centman.com
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@M) Schlumberger EV/ EBITDA
r—

[ M Schlumberger Ltd - Last Price

Price a

20

Ischlumberger Ltd - Enterprise Value/EBITDA

EV/EBITDA B

P25

=20
M 15

| 10011

-5

93 | '94 | '95 | '"9%6 | '97 | 98 | '99 | 'OO | 'O1 | '02 | '0O3 | '04 | '05 | '06 [ 'O7 [ '0B | '09 | '10 | '11 | '12 | '13 | "14 | '15 | '16 | '17 | '18 | '19 ['20
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@M) Schlumberger EV/ SALES
=

[ M SLB US Equity - Last Price 34.19 ] | L 120

Price oo

=60

=20

. . F7.00
M SLB US Equity - EV To Trailing 12M Sales 1.89

The green line is equal to 1.82 EV/Sales based on weekly equity prices

=6.00

EV/Sales

=5.00

AT

www.centman.com 35



/
(CNI) We Analyze the Current State Against our Estimate of the Future Sate of the
= Business and Apply Appropriate Multiples to our Forecast of Future Fundamentals

EV/EBITDA 2020 2021 2022 2023 2024 2025 2026 2027
Company = Schlumberger wc 7 23.7 25.9 29.1 32.3 35.2 38.3 417 45.4
5 1/23/20 BUY 8.40 30.5 33.1 36.8 406 43.9 47.4 51.2 55.3
ate /23/ FV 11.2 439 47.4 52.3 57.1 61.2 65.5 70.2 75.2
Price $37.22 SELL 14 57.4 61.7 67.7 73.6 78.6 83.6 89.1 95.0
Mkt Cap (B) $51.5
PRICE STRUCTURE EV/SLS 2020 2021 2022 2023 2024 2025 2026 2027
WC 26 wc 1.65 29.2 30.4 32.3 34.6 37.4 40.6 44.0 47.8
BUY 1.98 37.1 38.5 406 433 46.6 50.1 54.0 58.2
BUY 32 FV 2.49 49.2 51.0 53.6 56.8 60.6 64.8 69.4 74.3
FV 43 SELL 3.00 61.3 63.5 66.5 70.3 74.7 79.5 84.7 90.4
SELL 55
5-Yr Sell 84 P/FREE CASH 2020 2021 2022 2023 2024 2025 2026 2027
Dividend $2.00 wc 12 25.3 27.8 31.4 34.6 37.0 39.4 42.0 44.8
) ; BUY 14.40 30.3 33.4 37.6 415 444 473 50.4 53.8
Yield 5.4% FV 19.70 415 45.7 51.5 56.8 60.7 64.7 69.0 73.6
SELL 25.00 52.7 58.0 65.3 72.0 77.1 82.1 87.6 93.4
p/E 2020 2021 2022 2023 2024 2025 2026 2027
wc 15 24.4 28.1 33.2 38.0 42.0 46.0 50.2 54.8
BUY 18.00 29.3 33.7 39.8 45.6 50.4 55.1 60.3 65.8
FV 24.00 39.0 44.9 53.1 60.8 67.1 73.5 80.4 87.7
SELL 30.00 48.8 56.2 66.4 76.1 83.9 91.9 100.5 109.6
AVERAGE 2020 2021 2022 2023 2024 2025 2026 2027
wc 25.7 28.1 315 34.9 37.9 411 445 482
BUY 31.8 34.7 38.7 4238 463 50.0 54.0 58.3
FV 434 472 52.6 57.9 62.4 67.1 72.2 77.7
SELL 55.1 59.8 66.5 73.0 78.6 84.3 90.5 97.1

Source: Century Management, Bloomberg. 5-year sell point based on the 2025 average sell target. The information provided in this report should not

be considered a recommendation to purchase or sell any particular security. It should not be assumed that the markets, sectors, or companies

discussed in this presentation were or will prove to be profitable, or that the investment recommendations or decisions we make in the future will be
profitable. 36
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“The function of the margin of safety is, in
essence, that of rendering unnecessary an
accurate estimate of the future.”

~Ben Graham

www.centman.com
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“Price determines return.”

~“Ben Graham

www.centman.com
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Source: Century Management, Bloomberg. CM current sell point based on the 2020 average sell target. The information provided in this report should
not be considered a recommendation to purchase or sell any particular security. It should not be assumed that the markets, sectors, or companies
discussed in this presentation were or will prove to be profitable, or that the investment recommendations or decisions we make in the future will be

profitable.

Reward-to-Risk to CM Current Sell Target

Schlumberger:

Company = Schlumberger
CM PRICE STRUCTURE
WC 26
BUY 32
FV 43
SELL 55
Dividend $2.00
Yield 5.4%
Buy Worst % % Reward to
Price Case | Decline Current | |,crease Risk
$32 S26 -18.8% S55 71.9% 4.8-to-1
S30 S26 -13.3% S55 83.3% 6.3-to-1
$28 S26 -7.1% S55 96.4% 13.5-to-1
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Source: Century Management, Bloomberg. CM 5-year sell point based on the 2025 average sell target. The information provided in this report should
not be considered a recommendation to purchase or sell any particular security. It should not be assumed that the markets, sectors, or companies
discussed in this presentation were or will prove to be profitable, or that the investment recommendations or decisions we make in the future will be

profitable.

Reward-to-Risk to CM 5-Year Sell Target

Schlumberger:

Company = Schlumberger
CM PRICE STRUCTURE
WC 26
BUY 32
FV 43
SELL 55
5-Yr Sell 84
Dividend $2.00
Yield 5.4%
Buy Worst % 5-Yr % Reward to
Price Case | Decline Sell | Increase Risk
S32 S26 -18.8% S84 | 162.5% 8.7-to-1
S30 S26 -13.3% S84 | 180.0% 13.5-to-1
$28 S26 -7.1% S84 | 200.0% 42.0-to-1
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Company Fundamentals

Westrock (WRK)
VS
International Paper (IP)

www.centman.com
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@M) International Paper and WestRock Thesis
Z

= Thesis: After years of consolidation, we believe the North American containerboard industry has become
extremely rational and disciplined, potentially enhancing long-term shareholder returns for the industry
participants.

= Led by International Paper, the industry has spent the last few decades consolidating and rationalizing the
industry.

= 1995: The top 5 players controlled 43% of the North American market.
= 2019: The top 5 players control 78% , with the top 2 controlling 54%.

= Consolidation has resulted in industry-wide capital discipline, improved capacity utilization, higher margins,
sustainable free-cash flow through the cycle, higher ROIC, and increased return to shareholders.

» |nternational Paper (31% market share) and WestRock (23% market share) are the top two producers in the
North American containerboard industry.

= Opportunity: The U.S. / China trade war resulted in slower world GDP and a near-term build in containerboard
inventory. The stock prices of containerboard companies fell, as the market anticipated a potential recession and
slower profit growth. We believe that the stock prices of containerboard companies not only discounted a
recession, but acted in a highly disciplined manner by reducing production rates and rapidly reducing weeks of
inventory towards the lower end of historical levels. With excess industry inventory quickly cleared, we believe
the industry is setup for improved profits, while at the same time these stocks have been priced for recession.
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International Paper and WestRock Thesis
... Continued

= Qur assessment of the industry led us to the industry leaders, International Paper and WestRock.

= We found both companies to be investment worthy at very good values.
= However we ultimately preferred WestRock over International paper.

= Both companies excel in operational excellence, driving waste and cost out of their operations through
their continual improvement programs.

= Both have been disciplined capital allocators.
= Both generate substantial sustainable free-cash flow.
= Both return excess capital to shareholders through share repurchase and dividends.

= We believe both offer very good total returns through price appreciation and a healthy dividend.

= However, when deciding between the two we ultimately chose WestRock.
= While International paper is the containerboard industry leader, they also participate in the
= free-sheet paper market, which we view less favorably.

* International Paper also has several joint ventures (Russia, China), that add more complexity to their
operations and valuation.

* From a valuation standpoint, International paper has always been priced at a slight premium to WestRock.
However, we believe as WestRock continues to execute, the valuation gap will likely close, though to be
conservative we don’t include this in our projections.
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WestRock International Paper

Market Cap: $10.7 Billion Market Cap: $17.5 Billion

Avg. Price on 11/18/19: $39.90 Closing Price on 11/18/19: $45.88

4.66% Dividend Yield Based on $39.90 4.47% Divided Yield Based on $45.88
CM Pricing Structure

$33.0 Estimated Worst Case $36.6 Estimated Worst Case

S41.8 Buy Price S44.2 Buy Price

$51.0 Fair Value Estimate $55.8 Fair Value Estimate

$60.3 Near-Term Sell Target $67.4 Near-Term Sell Target

$90.6 5-Year Sell Target $96.7 5-Year Sell Target

Implied Returns
-17.29% Implied Return Down to Worst Case -20.23% Implied Return Down to Worst Case
127% Implied Return to CM 5-Year Sell Target 110% Implied Return to CM 5-Year Sell Target
Reward-to Risk
3-to-1 Reward Risk Based on Near-Term Sell 2.3-to-1 Reward Risk Based on Near-Term Sell

7.4-to-1 Reward Risk to CM 5-Year Sell Target 5.5-to-1 Reward Risk to CM 5-Year Sell Target

Numbers have been rounded. Implied returns are based on the average price for Westrock on November 18, 2019 and the closing price of International Paper on
November 18, 2019. Past performance is not indicative of future results. The information provided in this report should not be considered a recommendation to purchase
or sell any particular security. It should not be assumed that Westrock or International Paper were or will prove to be profitable. Source: Century Management
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S&P 500 Paper Packaging Sub Industry
EV to EBITDA
Days % of Time
Low High Likely to Go
Number of % Cumulative Higher
______________________ Days %
..2500 [ - 3500 | 88 . 1l% 100.0% 0.0%
,,,,,,,,,,,,,,,, 2300  -of....2%00 22 ...03% . .989% 11%
,,,,,,,,,,,,,,,, 2100 |- ...2300 oo A9 2% 986%  14%
,,,,,,,,,,,,,,,,, 19.00 - |....2¥00 0o 133 Y% 96.5% . 35%
,,,,,,,,,,,,,,,,, 1700 - ....1%00 0205 o 27% . 948% . 52%
,,,,,,,,,,,,,,,,, 1500  f-f....t700 o poo827 o 8% 921% . 19%
,,,,,,,,,,,,,,,,, 13.00 |- ....1300 o o908 . 86% 840%  16.0%
,,,,,,,,,,,,,,,,, 1100 - |....1300 0 1257 183%  77.4% .. 22:6%
.................. °.00 ) -....11eo oo 1725 224%  61.0%  39.0%
.................. 700 - ...900 o218 285%  386%  614%
,,,,,,,,,,,,,,,,,, 500 |- o.700 2 93%102%  89.8%
,,,,,,,,,,,,,,,,,, 300 o900 89 09% . 09% . 991%
7694

current | 878 | 01/27/20200 36.2% 63.8%
.............................................................................. 0.24  [Standard Deviations below the median = |
.................. High | 3326 | 07/19/2013
low | a08 | 01/18/199%6
............ Average | 1096

Median 9.80
.............. S
Data from Bloomberg: 01/31/1990 to 01/27/2020
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S&P 500 Paper Packaging Sub Industry

EV to Sales
. Days % of Time Likely
Low High .

.. ......_ |Number of Days % Cumulative % to Go Higher
.................. 405 -] 440 | 20 03%  1000%  0.0%
.................. 370 |- 405 | 48  06%  997%  03%
.................. 335 |-| 370 | 0 00%  992%  08%
.................. 300  [-| 33 | 0 00%  992%  08%
.................. 265 | -| 300 | 0o 00%  992%  08%
.................. 230 | -| 265 | 1 00%  992%  08%
.................. 195  |-| 23 | 64 78%  91%  09%
.................. 160 | -| 195 | 182  238%  913% 8%
.................. 125 |-| 160 | 2788 356%  67.5%  325%
.................. 090  |-| 125 | 2200  281%  319%  681%
.................. 055 |-| 0% | 293  37%  37%  963%
.................. 020 |-| ~oss | o 00%  00%  100.0%

7824

current L 144 | 01/27/2020 56.2% 43.8%
.............................................................................. 0.14 [Standard Deviations above the median
. High 413 | 07/10/1995
.................. low | 063 | 03/09/2009
............ Average =~ | 145
............. Median | 138

Std Dev 0.41
Data from Bloomberg: 01/31/1990 to 01/27/2020
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com

46



Gy

WestRock Co
EV to EBITDA
Days % of Time
Low High Likely To Go
AR % Cumulative % Higher
Days
................ 1290 o 3350 23 2.0% . 100.0%) . 0.0%
................ 1230 po-fo01290 b9 83% 980%  2.0%
................ 1170 ) o-o.01230 b8y o 15.8%  89.7% 10.3%
................ 11210 o p-fo A0 138 A19%  73.9% . 26.1%
................ 1050 po-oforrao A0 9:2%) o 62.0%  38.0%
................. 9.0 71050 332929 AT 1%
................. 930 o990 83 A9 7% 50.3%
................. 870 .o...9:300 140 12.2% L A3A% 96.6%
................. 810 |- ....870 o382 31.2% 68.8%
................. 750‘810 75 65%284% 716%
................. 60 |- 750 . .13 116%  219%  781%
................. 630 - 630 o 18 10.3%  10.3%]  89.7%
1146

Current 678 | 01/28/2020 6.9% 93.1%
............................................................................. 1.44 | Standard Deviations below the median
................. High | 1318 | 07172017
.................. low | 607 | 12/24/2018
. Average | 979
_..Median | 978

Std Dev 2.08

Data from Bloomberg: 06/24/2015 to 01/28/2020
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WestRock Co
EV to Sales
Days % of Time
Low High Likely To Go
AT i % Cumulative % Higher
Days
.................. 10 (- J|. .20 G .3 .. 03%  1000%  0.0%
.................. 180 |-} %0 4 4 0 35%  997%  03%
.................. .0 {-)|. .18 | .48  4lx  963%  3.7%
.................. 160 |-} xy0 4 o2 220 0 921%  7.9%
.................. 10  {-)|...1e0 4 .73 . .63%  900%  10.0%
.................. 140 |-} 150 o oop oo 113 98%  837%  16.3%
.................. 10 (-)|. .. 140 4 203  175%  739%  26.1%
.................. 10 |-} 130 | 307 ~ 265%  564%  43.6%
.................. 10 (- J| 12 G} 214  185%  298%  702%
.................. ie0 |-} 10 f 119 0 103%  113%  88.7%
.................. 0% |- 100 4 12 o 10%  10%  99.0%
.................. 80 |- 068 | .0  00%  00%  100.0%
1157

Current o 01/28/2020 14.5% 85.5%
............................................................................ 0.80  |Standard Deviations below the median
. High 4 194 | 07/02/2015
.................. low | 001 |  12/24/2018
............ Average | 132
............. Median | 128

Std Dev 0.20

Data from Bloomberg: 06/24/2015 to 01/28/2020
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EV/EBITDA 2020 2021 2022 2023 2024 2025 2026 2027
. wc 6 35.3 41.8 47.4 53.9 60.8 68.0 75.5 83.4
Ticker WRK BUY 6.72 43.8 50.8 56.7 63.6 70.8 78.3 86.2 94.5
Date 1 / 21 / 20 FV 7.61 54.4 61.9 68.3 75.5 83.1 91.1 99.4 108.1
Price 41.6 SELL 8.5 65.0 73.1 79.8 87.4 95.4 103.8 112.6 121.7
Mkt Cap 10.7
EV/SLS 2020 2021 2022 2023 2024 2025 2026 2027
wc 0.99 33.4 37.5 41.9 47.2 52.8 58.7 64.9 714
BUY 1.19 473 51.6 56.4 62.0 67.9 74.0 80.5 87.3
FV 1.32 56.5 61.0 65.9 717 77.8 84.2 90.9 97.9
SELL 1.45 65.7 70.4 75.5 815 87.7 94.3 101.2 108.4
CM PRICE STRUCTURE
wcC 33.0
BUY 41.8 P/E 2020 2021 2022 2023 2024 2025 2026 2027
wc 9 30.8 36.7 40.7 44.8 49.1 53.5 58.2 62.9
FV 51.0 BUY 10.80 36.9 441 48.8 53.8 58.9 64.3 69.8 75.5
SELL 60.3 FV 13.15 45.0 53.6 59.5 65.5 717 78.2 85.0 92.0
SELL 15.50 53.0 63.2 70.1 77.2 84.6 92.2 100.2 108.4
5 Yr. Sell 98.0
Dividend 1.86
Vield 4.47% — P/FREE CASHs - - 62020 - 82021 p 5zozz — 72023 — 62024 - 52025 — 7zoze — 92027
BUY 10.20 39.1 46.6 51.0 59.6 64.3 69.1 74.0 79.1
FV 12.60 483 57.5 63.0 73.7 79.4 85.4 91.5 97.7
SELL 15.00 57.5 68.5 75.0 87.7 94.6 101.6 108.9 116.3
AVERAGE 2020 2021 2022 2023 2024 2025 2026 2027
wc 33.0 38.7 43.1 48.9 54.1 59.5 65.1 70.9
BUY 41.8 48.3 53.2 59.7 65.5 714 77.6 84.1
FV 51.0 58.5 64.2 716 78.0 84.7 91.7 98.9
SELL 60.3 68.8 75.1 83.4 90.6 98.0 105.7 113.7

Source: Century Management, Bloomberg. CM 5-year sell point based on the 2025 average sell target. The information provided in this report
should not be considered a recommendation to purchase or sell any particular security. It should not be assumed that the markets, sectors, or
companies discussed in this presentation were or will prove to be profitable, or that the investment recommendations or decisions we make in
the future will be profitable.
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International Paper

Ticker IP

Date 1/21/20
Price 44.54
MktCap(bil) 17.5

CM PRICE STRUCTURE

wcC 36.6
BUY 44.2
FV 55.8
SELL 67.4

5 Yr. Sell 103.4

DIVIDEND $2.05
DIV. YIELD 4.60%

Source: Century Management, Bloomberg. CM 5-year sell point based on the 2025 average sell target. The information provided in this report
should not be considered a recommendation to purchase or sell any particular security. It should not be assumed that the markets, sectors, or
companies discussed in this presentation were or will prove to be profitable, or that the investment recommendations or decisions we make in the

future will be profitable.

EV/EBITDA 2019 2020 2021 2022 2023 2024 2025 2026
wc 6.75 36.7 35.0 41.1 46.3 52.2 59.3 64.9 72.1
BUY 7.56 44.7 42.6 49.4 55.0 61.4 69.2 75.2 83.0
FV 8.53 54.2 51.7 59.2 65.3 72.4 81.0 87.5 96.1
SELL 9.5 63.8 60.9 69.0 75.7 83.4 92.8 99.9 109.2
EV/SLS 2019 2020 2021 2022 2023 2024 2025 2026
wc 1.2 37.9 38.7 41.2 45.4 50.2 55.1 60.5 66.3
BUY 1.32 44.7 45.4 48.1 52.5 57.7 62.9 68.6 74.8
FV 1.51 55.4 56.1 59.0 63.8 69.5 75.2 81.5 88.3
SELL 1.70 66.1 66.7 69.8 75.1 81.3 87.5 94.4 101.7
P/E 2019 2020 2021 2022 2023 2024 2025 2026
wcC 9 38.3 32.2 37.0 40.8 45.2 50.6 54.3 59.5
BUY 11.25 47.9 40.3 46.3 51.0 56.4 63.3 67.9 74.3
FV 13.38 56.9 47.9 55.0 60.6 67.1 75.2 80.7 88.4
SELL 15.50 65.9 55.5 63.8 70.2 77.8 87.2 93.5 102.4
Free cash 2019 2020 2021 2022 2023 2024 2025 2026
wc 7 36.6 40.4 44.7 47.0 50.8 55.7 58.7 63.1
BUY 8.40 43.9 48.5 53.7 56.4 61.0 66.8 70.4 75.7
FV 11.70 61.1 67.5 74.7 78.6 85.0 93.1 98.1 105.5
SELL 15.00 78.4 86.5 95.8 100.8 109.0 119.3 125.8 135.3
Average 2019 2020 2021 2022 2023 2024 2025 2026
WwWC 37.4 36.6 41.0 44.9 49.6 55.2 59.6 65.3
BUY 45.3 44.2 49.4 53.7 59.1 65.5 70.5 77.0
FV 56.9 55.8 62.0 67.1 73.5 81.1 87.0 94.6
SELL 68.6 67.4 74.6 80.5 87.9 96.7 103.4 112.1
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Being Mentally Prepared

“The voice of intelligence...is drowned
out by the roar of fear. It is ignored by
the voice of desire. It is contradicted by
the voice of shame. It is biased by hate
and extinguished by anger. Most of all it
is silenced by ignorance.

~Dr. Karl Menninger

www.centman.com
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“If your life is more important than your
principles, you will sacrifice your
principles.

If your principles are more important than
your life, you will sacrifice your life.”

~Dr. Rameljack, Psychiatrist

www.centman.com 52



/
(CM) Getting Control of Your Thoughts and Emotions
/

* Truth/Lying
* Anger

* Ego
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Anatomy of a Lie
Adapted from Brothers Karamazov by Fyodor Dostoevsky)

/
Cny,

When you lie, you lose the ability to discern truth in yourself and
others.

Having lied, you lose respect for yourself and other.
Not respecting anyone, you lose the ability to love.
Without love, all that remains are the base pleasures of life.
Indulging in all the base pleasures, you become morally deprave.

l

And It All Started With a Lie.

www.centman.com 54
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Resentment &
Irritation

!

Direct
Expression

!

General
Well-Being &
Balance

-

Repression

-

More

Resentment

www.centman.com
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Anger Chart From Dr. Teutsch, Ph.D.

Indirect
Expression

¥

Depression

4

Addictions &
Compulsive
Behaviors

Alcoholism,
Smoking
Gambling,
Eating Disorders
Etc.

¥

Sickness

4

Blaming &
Hurting Others
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@\‘9 From the Bhagavad Gita — Chapter 2, Verse 62-63

From anger arises delusion.

l

From delusion loss of memory is caused.

l

From loss of memory, the discrimination facility is ruined.

l

And from the ruin of discrimination he perishes.

www.centman.com 56



ng Ego
/ g

 “The only way you learn to control your ego is by not feeding it.”
~David Seabury

 When you control your ego, you gain humility.

* “The last lesson of culture is humility, and if you don’t have any,
you have one more lesson to learn.”
~Arnold Van Den Berg
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@\/I) Controlling Your Emotions
r—

* Truth/Lying
* Anger
* Ego

" |n order to practice these principles of being in control of your emotions and
thoughts, | recommend that you study the subconscious mind.

= |If you develop the ability to control your emotions and thoughts, you will
create the ability to see the truth and reality, as well as exercise good
judgement.

= This will allow you the strength and character to go against the crowd instead
of being part of it.

= This will help you in business and in all areas of your life.
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Questions & Answers

www.centman.com
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Z Disclosures

This presentation is being provided upon your request for educational purposes, is

confidential, and should not be shared or distributed. Past performance is not indicative of

future results.

The information provided in this presentation should not be considered a recommendation to
purchase or sell any particular security. It should not be assumed that the markets, sectors, or
companies discussed in this presentation were or will prove to be profitable, or that the
investment recommendations or decisions we make in the future will be profitable.

Information was obtained from third party sources which we believe to be reliable but are not
guaranteed as to their accuracy or completeness.

Century Management is an independent registered investment adviser. Registration does not
imply a certain level of skill or training. Century Management is also registered as a Portfolio
Manager in the Province of Ontario. More information about the advisor, including its
investment strategies and objectives, can be obtained by visiting www.centman.com. A copy of
CM’s disclosure statement (Form ADV Part 2) is available without charge upon request. Our
Form ADV contains information regarding our Firm’s business practices and the backgrounds of
our key personnel. Please contact CM at 512-329-0050 if you would like to receive this
information.
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