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Magic Formula(f#5F230)

Joel Greenblatt The little book That beats the market
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#HiTPiotroski F-score 1E5

; The Piotroski F-Score is a simple 9-point scoring system to determine the
fundamental strength of the company.(8,9 very strong, less than 3 week financial)

—--( Positive net income (+1) )

Piotroski N Positive return on assets in
#-| Profitability ( the current year (+1)

L [ Positive operating cash flow
in the current year {+1)

—® [ Cash flow from operations being greater than
net Income (quality of earnings) (+1)

Piotroski
F-sco re ( Lower ratio of long term debt in the )
| c

Filter out Piotroski
— F-score less than &

urrent period, compared to the previous
vear (decreased leverage) (+1)

Leverage,
ligquidity, and
source of funds

Higher current ratio this year compared to
L the previous year (more liguidity) (+1)

(No new shares were issued in the last year)
—

{lack of dilution) (+1)

previous year (+1)

A higher gross margin compared to the )

Operating
efficiency

A higher asset turnover ratio compared to the
previous year (+1)
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