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Not Buying Tom Brady’s HOF Speech

| like to believe in a world based on reciprocity and karma: you get what you deserve; what goes around comes
around. Output is a function of input. You work hard, and you get good results. Always. Just like Tom Brady said
in his recent speech at the Patriots Hall of Fame.

But, there is more to the story, and in the end I'm going to show you how this applies to your investing and how
we may be able to help.

Figure 1: Tom Brady’s Patriot Hall Of Fame Speech

/
THAT IT ISHARD
|74 S

/0 Dl

Image Source: YouTube

He went on to say:

“To be successful at anything, the truth is you don’t have to be special. You just have to be what most people
aren’t: consistent, determined and willing to work for it.”

At first, | thought wow, great quote. Yeah, | like that. Just keep grinding and good things will happen. It is 100%
true that your chances of success are greatly diminished if you do not grind. But, it is not 100% true that you will
be successful if you do grind.

| think Tom means well, but Tom is selling the wrong message. Tom is not telling the truth. “To be successful”
you need some luck or grace or blessings. Whatever you want to call it - you need something beyond what you
control to be successful. No one, no one controls their destiny. There are no guarantees. The universe is not fair.
People do not always get what they deserve.
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For example with Tom, he had lots of luck/blessings/grace. First, his genetics are above average: Height 6' 4",
Weight 225 Ibs, and he was smart enough to graduate from University of Michigan. He was born in the United
States into a good family (I am not a biographer or expert on this topic). Drew Bledsoe got hurt. The Tuck Rule
(cough-cough). You get the idea. Tom had a pretty good set up compared to most people.

Don’t get me wrong. | am not a fan of the idea that | cannot control my destiny. In fact, “It's the Journey Not the
Destination” has been one of my least favorite quotes over my entire life. | have always felt that if you do not
make it to your destination, then what the heck is the journey worth. Why work toward going somewhere if it is
not going to get you there? Who in their right mind would do that?

Life has a way of teaching you things whether you want to learn them or not. Very slowly over the last 52 years, |
have started to accept the fact that | do not control my destiny. No matter how hard | work, how hard I try, how
well | plan, | cannot control what happens. There are many forces far greater than me that affect what happens. |
do not know what these forces are or understand them, but they can kick my ass anytime they decide to do so.

Now, does that mean | pack it all in and do no work? Hell no. That’s giving up and pretending we have no control
over our lives.

| am not saying we have no control over our lives. | am saying we do not have 100% control. There are other
forces/factors at play that affect life beyond ourselves.

So, what do we do in a world where we only have partial control?

| think the answer is similar to how we act if we had 100% control. We work as hard as we can, but we do not
expect any guaranteed outcome. That means we work our tails off no matter what happens because we know
what happens if we do not work hard, and we only have potential for success if we work hard. You know the
saying: “Luck is where opportunity meets hard work.”

The main thing is to recognize there are no guarantees: not to be successful, not to be healthy, not to have a
safe commute, not to have a sudden heart attack, etc. In a world with no guarantees, we should start with being
grateful for every little advantage the universe sends our way. Shoot, when you really think about it, we are lucky
to be able to get out of bed every day and have the energy and desire to work hard. It also means we carry
ourselves with more humility and respect our limitations.

There are not many people who live their life this way. | think a lot of the United States’ founding mothers and
fathers lived this way. In today’s world, some of the best examples of this approach to life come from high-level
wrestling. This CNBC article on Kyle Dake, 33-year-old wrestler turned down 'massive’ job opportunity to pursue
Olympic gold with Team USA, gives us a real-time example of someone living for the journey not the destination.
Check out this quote:

"l don't wrestle for income, | don't wrestle because it's easy," Dake added. "l wrestle because it's something that |
want to do."
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Figure 2: Kyle Dake: 33-year-old wrestler turned down 'massive’ job opportunity to pursue Olympic gold
with Team USA

Sources: CNBC

Then, there’s this great LinkedIn post on Aaron Brooks after he defeated the reigning Olympic champion, David
Taylor, to make the Olympic team.

Figure 3: Aaron Brooks and David Taylor Post Match

Sources: Linkedln post by Jim Pearson
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My favorite quote from that post is:

“When asked what he said to David after the match, Aaron responded, “I told him, | love you.” He recognized
that David had pushed him to be better by setting such a high standard, illustrating the transformative power of
competition.”

After reading that post, | watched Aaron’s interview post the match, and it is clear that Aaron has embraced the
challenge of putting in the incredible amount of hard work required to be a U.S. wrestling Olympian. And, it is
also clear by his demeanor that he was not overjoyed by the win, that he was not overwhelmed with happiness
by arriving at his goal/destination of making the Olympic team. His first thought was gratitude for a formidable
opponent that elevated his performance. Aaron has been enjoying the journey so much that arriving at the
destination was not that big of a deal. | would go so far as to say that Aaron enjoys his journey so much that he’s
not so concerned with the destination, which, in some ways, is precisely why he is so good and wrestles with
such resolute composure and focus. Amazing.

There are a few things over which we do have 100% control: how hard we work and how much we focus on
gratitude. And, | think folks that focus on those two things tend to be highly successful no matter their luck
because they’re able to enjoy the journey no matter the outcome.

So, what does all this have to do with New Constructs and investing.

1. At New Constructs, we enjoy working hard to create superior research for investors. As I've written in
other e-letters, | believe in creating superior research because | believe it makes the stock market more
efficient, which raises standards of living, which makes the world a better place. And, we are grateful to
live in a country where we can make a living making the world a better place.

2. Regarding investing, recognizing that we do not have 100% control means focusing on what we can
control, which includes (1) quality of the investment research we do and (2) the amount of risk we take.

We’'re taking care of the first item. #2 is up to you. But we can show you how we do this so you can learn.

We regularly review our work and research on Long Ideas and Danger Zone Ideas with clients. We want you to
know how much work we do! Here’s how we share our work:

1. Free live Podcast every month. We just did one on June 12th. Get the free replay from our Society of
Intelligent Investors (use this form to sign up for free) and ask questions and make requests anytime!
The next Podcast is on July 19th, register here.

2. Monthly Let’s Talk Long Ideas webinars where we do deep dives into our research, analytics, reverse
DCF models and ideas for our Professional and Institutional clients. Our next one is on June 20th at
3:00pmET. Replays are here for our Professional and Institutional clients.

If this message resonated with you and you want to start your investing future with us — schedule a
meeting with us here.

Diligence (for the sake of diligence) matters,
David
This article was originally published on June 18, 2024.

Disclosure: David Trainer, Kyle Guske Il, and Hakan Salt, receive no compensation to write about any specific
stock, sector, style, or theme.

Questions on this report or others? Join our Society of Intelligent Investors and connect with us directly.
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It’s Official: We Deliver the Best Fundamental Data in the World

Many firms claim their research is superior, but none of them can prove it with independent studies from highly-
respected institutions as we can. Three different papers from both the public and private sectors show:

1. The stock market is missing footnotes — and only we have that critical data.

2. Legacy fundamental datasets suffer from significant inaccuracies, omissions, and biases.

3. Our proprietary drives novel alpha. Our measures of Core Earnings and Earnings Distortion materially
improve stock picking and forecasting of profits.

Best Fundamental Data in the World

In The Journal of Financial Economics, a top peer-reviewed journal, Core Earnings: New Data &
Evidence proves our Robo-Analyst technology overcomes material shortcomings in legacy firms’ data collection
processes to provide superior fundamental data, earnings models, and research. More details.

Key quotes from the paper:

o “[New Constructs’] Total Adjustments differs significantly from the items identified and excluded from
Compustat’s adjusted earnings measures. For example... 50% to 70% of the variation in Total
Adjustments is not explained by S&P Global’s (SPGI) Adjustments individually.” — pp. 14, 15! para.

o “Afinal source of differences [between New Constructs’ and S&P Global’s data] is due to data collection
oversights...we identified cases where Compustat did not collect information relating to firms’ income
that is useful in assessing core earnings.” — pp. 16, 2" para.

Superior Models

Ernst & Young features the superiority of our ROIC, NOPAT and Invested Capital research to Capital 1Q &
Bloomberg’s in Getting ROIC Right. See the Appendix for direct comparison details.

Key quotes from the paper:

e “...an accurate calculation of ROIC requires more diligence than often occurs in some of the common,
off-the-shelf ROIC calculations. Only by scouring the footnotes and the MD&A [ as New Constructs
does] can investors get an accurate calculation of ROIC.” — pp. 8, 5" para.

e “The maijority of the difference...comes from New Constructs’ machine learning approach, which
leverages technology to calculate ROIC by applying accounting adjustments that may be buried deeply
in the footnotes across thousands of companies.” — pp. 4, 2" para.

Superior Stock Ratings

Robo-Analysts’ stock ratings outperform those from human analysts as shown in this paper from Harvard
Business School. Bloomberg features the paper here.

Key quotes from the paper:

o ‘“the portfolios formed following the buy recommendations of Robo-Analysts earn abnormal returns that
are statistically and economically significant.” — pp. 6, 3" para.

e “Our results ultimately suggest that Robo-Analysts are a valuable, alternative information intermediary to
traditional sell-side analysts.” — pp. 20, 3 para.

Our mission is to provide the best fundamental analysis of public and private businesses in the world and make it
affordable for all investors, not just Wall Street insiders.

We believe every investor deserves to know the whole truth about the profitability and valuation of any company
they consider for investment. More details on our cutting-edge technology and how we use it are here.
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DISCLOSURES

New Constructs®, LLC (together with any subsidiaries and/or affiliates, “New Constructs”) is an independent organization with no management
ties to the companies it covers. None of the members of New Constructs’ management team or the management team of any New Constructs’
affiliate holds a seat on the Board of Directors of any of the companies New Constructs covers. New Constructs does not perform any
investment or merchant banking functions and does not operate a trading desk.

New Constructs’ Stock Ownership Policy prevents any of its employees or managers from engaging in Insider Trading and restricts any trading
whereby an employee may exploit inside information regarding our stock research. In addition, employees and managers of the company are
bound by a code of ethics that restricts them from purchasing or selling a security that they know or should have known was under consideration
for inclusion in a New Constructs report nor may they purchase or sell a security for the first two days after New Constructs issues a report on
that security.

DISCLAIMERS

The information and opinions presented in this report are provided to you for information purposes only and are not to be used or considered
as an offer or solicitation of an offer to buy or sell securities or other financial instruments. New Constructs has not taken any steps to ensure
that the securities referred to in this report are suitable for any particular investor and nothing in this report constitutes investment, legal,
accounting or tax advice. This report includes general information that does not take into account your individual circumstance, financial
situation or needs, nor does it represent a personal recommendation to you. The investments or services contained or referred to in this report
may not be suitable for you and it is recommended that you consult an independent investment advisor if you are in doubt about any such
investments or investment services.

Information and opinions presented in this report have been obtained or derived from sources believed by New Constructs to be reliable, but
New Constructs makes no representation as to their accuracy, authority, usefulness, reliability, timeliness or completeness. New Constructs
accepts no liability for loss arising from the use of the information presented in this report, and New Constructs makes no warranty as to results
that may be obtained from the information presented in this report. Past performance should not be taken as an indication or guarantee of
future performance, and no representation or warranty, express or implied, is made regarding future performance. Information and opinions
contained in this report reflect a judgment at its original date of publication by New Constructs and are subject to change without notice. New
Constructs may have issued, and may in the future issue, other reports that are inconsistent with, and reach different conclusions from, the
information presented in this report. Those reports reflect the different assumptions, views and analytical methods of the analysts who prepared
them and New Constructs is under no obligation to insure that such other reports are brought to the attention of any recipient of this report.

New Constructs’ reports are intended for distribution to its professional and institutional investor customers. Recipients who are not
professionals or institutional investor customers of New Constructs should seek the advice of their independent financial advisor prior to making
any investment decision or for any necessary explanation of its contents.

This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any
locality, state, country or jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or which
would be subject New Constructs to any registration or licensing requirement within such jurisdiction.

This report may provide the addresses of websites. Except to the extent to which the report refers to New Constructs own website material,
New Constructs has not reviewed the linked site and takes no responsibility for the content therein. Such address or hyperlink (including
addresses or hyperlinks to New Constructs own website material) is provided solely for your convenience and the information and content of
the linked site do not in any way form part of this report. Accessing such websites or following such hyperlink through this report shall be at
your own risk.

All material in this report is the property of, and under copyright, of New Constructs. None of the contents, nor any copy of it, may be altered in
any way, copied, or distributed or transmitted to any other party without the prior express written consent of New Constructs. All trademarks,
service marks and logos used in this report are trademarks or service marks or registered trademarks or service marks of New Constructs.

Copyright New Constructs, LLC 2003 through the present date. All rights reserved.
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