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Relative Value Model

In May the S&P 500 fell 4.7%, and earnings estimates were increased by 0.6%. The forward
P/E fell 5.6% to 11.6. The 10 year treasury yield fell to 3.00%.

In this brief RV I am simply showing you an example of two trades I recently placed on my

personal account.
Best Performers Worst Performers
hsog Netflix -15.6% Cummins
15.9%| Dish Network -15.7% Juniper
15.8%| Eastman Kodak “15.7% Deere & Co
12.9% Dillard Dept -15.7% Emerson Elec
1.3% Forrest Labs -16.0% Textron
Sprint Nextel -16.1% Penny (JC)
CBs -16.4% Vulcan Materials
Chipotle 17.4% | Applied Material
CF Industries -18.6% | Superior Ind.
BMC -19.1% | Micron Technology
Thermo Fisher -19.9% | Research in Motion |
MetroPCS 21.5% | Newell
Esteriine -22.7% | Briggs &Statton
Heinz (HJ) -22.9% [ Gap Inc
Amgen Inc -24-5%1 Computer Sci.

In May, Auto stocks dumped 12.1% on the US employment outlook. Electrical and
Manufacturing Equipment stocks sank 9.8%, and Resource stocks tumbled 9.2%. The best
performing sectors were Entertainment, up 3.2%, Lodging up 2.2%, and Pharmaceuticals which
rose 0.1%.

Fortrend has OUTPERFORMED the S&P 500
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‘Free’ Carry Trade

For my personal account, I did the
following trade this month.

1. I borrowed AUD$500,000 from Westpac
Private Bank using my home as
collateral (there was no prior debt) and I
am paying 7.25% p.a. (~AUD36,250)
which is tax deductable.

2. AUDS$500,000 was deposited into my
Fortrend account, and Fortrend arranged
the foreign exchange (‘FX’) to buy USD
at AUD:USD 1.06 (~USD530,000). I
did NOT use Westpac to convert money
to USD, they were way too expensive.

3.1 invested the USDS530,000 in an
Exchange Traded Fund (‘ETF’) that
passively tracks an S&P Preferred Stock
Index. The Preferred Stock ETF
generates a current yield of ~7.25% p.a.
(~USD$38,425) which is taxable.

Costs and exit:

* So I pay AUD36,250 per year in interest,
and receive USD $38,425, which
converts back into AUD to AUD 36,250
so the trade is “cash flow neutral”.

* My plan is to leave the position open
until the AUD drops back to 80 cents.
Others might plan to hold till the AUD
drops back to 90 cents.

My risks are:

e AUD surges goes to (say) 1.20, and the
USD I receive does not cover the cost
of the AUD interest expenses. I need to
come out of pocket to “carry” the trade.
For example, A 10% fall in the USD to
1.166 reduces my ability to fund AUD
interest payments with dividends from
the ETF. It could become a “cash flow
negative” by AUD3,625, which I need
to fund from elsewhere.

¢ Credit risk on the Preferred stock EFT.
This is lower risk than equities, and a
good diversified stable yield. I am very
comfortable with this risk. If there were
a GFC II, I would need to hold out for a
recovery.

This was a no brainer for my personal
circumstances.
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Underling Preferred stock holdings are
broadly diversified with around 300
different issues. The largest single position
is a GM issue.
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Price is relatively stable, and volume is
excellent.
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Sell Puts:

Last month we wrote about the VIX, an
index which measures volatility. We said
that markets will have bouts of volatility
because of Government and Consumer debt
levels. Instances of volatility will create
opportunities to sell options and collect
premiums.

For those of you looking to enter the market
with fresh capital (perhaps this year’s super
contributions) a good way to enter the
market is to sell puts.

A measured and conservative way to enter
to market would be to sell puts over an
portfolio of RV stocks with expirations
two/three months out. I am already set with
a quality portfolio of stocks, so I took a
more speculative position, which suits my
personal circumstances.

I sold short dated S&P 500 puts:

TRADE DROP

WINT=R HOLDINGS LLC
C/- FORTREND SECURITIES

5149-1959 -- Short Account
YOUR FINANCIAL CONSULTANT(S):

J0E FORSTER AKOL - JOE FORSTER

LEVEL 41 55 COLLINS STREET

MELBOURNE VIC 3000 AUSTRALIA TRADE DATE: 06/03/2011
SETTLEMENT DATE: 06/06/2011

Sell

10 SPX1118R1300 AT 20.0000

PRINCIPAL: 20,000.00

COMMISSION: 099-P

POSTACE: 4.00

NET: 19,596.00

The S&P 500 had a bad month, and
volatility increased.
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Prices for SPX index put and call options
expiring on June 18™.

Index OMON

STV . Btoni

Interlay activity for the contract I sold on
Friday. SPX Jun 18, 1300 puts, sold for 20.
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My breakeven is 1.5%. If the S&P falls by
more than 1.5% in the next two weeks I
will loose money. (1,300 /200 =1.5%)

Because the market dumped this month
volatility went up, and premiums for
options went up. 1.5% for two weeks is
equal to an annualized return of 40%.
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Relative Value Model
Sector Company Advice | Price 52 week P/E 2012
Low/Hi
Metals
01l
Chemicals
Paper & Forest
Products
Transportation
Manufacturing M Buy $90.70 | 72/98 12.8
Elec. Equipment
Automobile
Housing
Lodging & Restaurants
Retail Nike Buy $80.36 | 66/92 16.8
Real Estate SL Green Buy $86.28 [50/90 18.5 FFO
Food Kraft Buy $34.10 | 28/35 13.7
Dr Pepper Snapple | Buy $40.30 |33/42 13.5
Media / Entertainment
Consumer Products
Hospital
Pharmaceutical Pfizer Buy $20.84 | 14/21 9.1
Computers Cisco Buy $16.01 |16/26 9.3
Semiconductors
Software Microsoft Buy $23.90 |23/29 8.6
Oracle Buy $32.33 |21/36 13.5
Aecrospace
Financial iShares Financial | Buy $ 5590 |48/62 N/A
T advice B bess prepared wibou! GNEZ 190 SCCOIEN yOu 00)ectives, Amancial SavEon and peeds. You should Considar 18 Sppropratensss of e advice by GkEE 90 considertion your

objectives, financial situations and needs before acting on the advice.

Fortrend Securities Pry Ltd ACN 055 702 693 (“Fortrend") (AFSL 247261) is a wholly owned subsidiary of Fortrend Securities Inc. (2 company incorporatad in the United States of America).
Fortrend Secunities Inc. is 2 member FINR A, SIPC and is registered with the Secunities Exchanze Commussion.
This Fortrend report is intended as general information only and Fortrend makes no ions as to the ¢ accuracy, reliability or suitability of this & ion. Thei
containad in this report has been prepared without taking into account any of your objectives, financial situation and needs. Forwrend Secunties and its staff may hold the shares of the companies
coverad in this report. As a result, you should be aware that Fortrend Securities may have conflicts of interest that could affect the objectivity of this report. You should consider the
appropriateness of the information contained here by taking into consideration your objectives, financial sitiations and needs before acting on the information. Fortrend does not offer any
information i this report as a substitute for financial advice and recommends you to obfain your own independent financial advice prior to making any decision based on any information in this
Teport.




