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General Advice 

The advice has been prepared without taking 

into account the clients objectives, financial 

situation and needs.  Clients should consider 

the appropriateness of the advice by taking 

into consideration your objectives, financial 

situations and needs before acting on the 

advice. 
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Market Performance 

• The S&P 500 rose 1.9% (Apple) 

• EE’12 were cut 0.3% 

• P/E’13 rose to 11.7  

• 10 Year Treasury unchanged at 2.03% 

 

 



Feb 2nd - March 12th

Relative Value Model

Plus Percentage Change in Price/Book ................................................................................1.9%

Minus Percentage Change in ROE 2012............................................................................-0.4%

Equals Percentage change in P/E 2012 ..................................................................................2.2%

Current P/E 2012 ...................................................................................................................11.7

10 year Treasury Yield .........................................................................................2.03%

Nov 10 Dec 09Dec 08 Dec 07 Dec 06 Dec 05

Forcasted P/E......................................................................................................17.1 18.1 17.5 15.0 15.6 15.8

10 year Treasury Yield ……………………......................................................................4.1% 4.6% 4.2% 4.3% 4.4% 4.6%

Dec 04 Dec 03Dec 02Dec 01 Dec 00 Dec 99

Forcasted P/E......................................................................................................17.1 18.1 17.5 22.4 20.8 25.9

10 year Treasury Yield ……………………......................................................................4.1% 4.6% 4.2% 4.4% 5.5% 6.2%
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Bears vs. Bulls 



UBS, Jonathan Golub 

• Analyzes the impact that a surge in oil has on stocks.   

• Sanctions against Iran could lead to military action in 

the Persian Gulf, combined with improved economic 

data and more global QE - oil to run up to between 

$130 and $270 

• Biggest impact on Auto, Transportation, materials and 

diversified financials: Goldman Sachs, FedEx and 

Bank America. 

• As the most bullish strategist, he says earnings from 

energy companies fell in 4Q and should recover, and 

financials have a “much better backdrop.” 

 



JP Morgan -  Thomas Lee 

• Likes industrials, technology, energy and and 

financials.   

• He says macro analysis points to favoring cyclical 

stocks, so buy on dips.   

• He likes BankAmerica, General Electric, IBM, 

General Dynamics and very interestingly, 

• Annaly Capital Management, a REIT which 

invests in mortgage backed securities. 



Fortrend Strategy 

• Expect volatility.  Leverage at the consumer and 

Government levels does not extend to the 

corporate level (ex- financials and REITs).   

• S&P500 companies earn half of their profit 

offshore, where emerging markets, and core 

European countries are doing very well.   

• The US economic risk is built into US stock 

prices, but only half of the earnings come from the 

US. 

 



Morgan Stanley 
• Four regions:  US, Europe, Japan and Emerging 

Markets (Asia ex-Japan). 

• Assumptions:  

• 1. We are in the last stage of a four year bear 

market, so we will bounce along the bottom.  

• 2. Expect sustained improvement in risk assets (in 

other words, risky assets are trading at a deep 

discount)  

• 3. Broad based monetary easing like QE2 would 

cause MS to re-evaluate outlooks. 



Morgan Stanley 

1. EM (AxJ)  

2. Europe 

3. US  

4. Japan   

• Europe was the surprising conclusion, 

where they say high levels of trade with EM 

will more than offset European debt issues. 



Goldman Sachs David Kostin 

• A 10% increase in bets by hedge funds that 

equities will gain wasn’t enough to keep their 

short sales from limiting returns to half the 

Standard & Poor’s 500 Index in 2012. 

• The average equity hedge fund returned 3% last 

year compared with 7% for the S&P 500.   

• Boosted net long exposure to 46% in 4Q from 

36%.   “The net exposure has created a drag on 

performance rather than poor stock selection.”  

 



Fortrend 

• US – Bull Market, Europe on down stroke, 

China slowing, Japan is Japan. 

• US recovering slowly, 2 inches forward. 

• Leverage at Gov & Consumer, not Corp 

• Cyclical exporters are employing, Manu, 

Auto, Housing. Are all moving. 



Fortrend 

• Retail, restaurants and hotels are also 

recovering:  Dillard, Brinker, and Marriot 

• Consumer products and IT: Not US econ 

stocks, more global. 

• The VIX is down, but expect shock events 

• March 2011 (Japan, Egypt, and Euro debt)  

• Sep: Tea party  



Fortrend 

• Election around the corner: close race 

• Everybody wants to see debt levels brought 

under control 

• Nobody wants to see an austerity program 

which damages the fragile recovery path 

• Mutually exclusive goals, so watch out for 

the wrench, it will come. 

























Fortrend Portfolio 

• Caterpillar 

• Honeywell 

• 3M 

• SL Green 

  Dr Pepper  Snapple 

  Thermo Fisher 

  Microsoft 

  Oracle 

  nVIDIA 

  I Shares Financial 

 


