Merriam Report Investment Research specializes in analysis of corporate financial
statements. Since the mid 1990’s our field of discipline has focused on the structural
accounting changes occurring in the component financial statements over multiple
periods of time.

Unlike traditional analysis, our model combines innovative cash-flow, accrual and capital
productivity analysis to identify a company’s true earnings quality and determine a fair-
value price of the underlying security.

Income Statement

Revenues, expenses,
charges, and earnings in a
specific period.

Earnings Report
A result of operating
cash and non-cash
adjustments

Statement of Cash Flow

Balance Sheet

Changes to income, balance
sheet accounts, and affect on
cash in a specific period.

Assigned values of assets,
liabilities and equity at a
single point in time.

Our fifteen-plus years of applied research and back-test studies with these unconventional
techniques also confirmed a far more remarkable capability of the Merriam Report
platform.

That is, a significant and consistent correlation between signals and indicators
generated by the Merriam Report to the future directional price movements of an
underlying security.

By observing the changes occurring in certain relationships within the component
statements (balance sheet, income statement and statement of cash-flow), our model has
demonstrated a high accuracy rate at detecting significant price changes in a security 2-6
months before it occurs.

Thus, the Merriam Report model not only helps us understand the earnings quality and
intrinsic value of a stock, it also provides very actionable and predictive information to
position ourselves going forward.
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The Merriam Report

Top-Down Process

Income Statement Balance Sheet Cash-Flow

Analysis Analysis Statement
Analysis

* Revenues Operating Assets = NetIncome

+ Costof Sales Mon-Cash Assets = Working Capital

* SG&A Liabilities = Invested Capital

« RA&D Goodwill = Financed Capital

+« E.P.5. Shareholder Equity

!

= Revenue Meirics
=« Capital Productivity

= Operating Cash-Flow
= Balance-Sheet Cash Flow

= Accrual Ratios

= CF changes operations
= CF changes investments
= CF changes financing

The MR's unique matrix identifies guality-of-
earnings by evaluating and detecting subtle

changes in the accounting techniques used

to build the earnings “statement”.




