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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.

/

FORTREND

SECURITIES



Contents

Market Overview and Movers

Relative VValue Model

Earnings previews granular

Macro comments: Europe, China and US

Stock Selection : Sell 3M, buy ITT

FORTREND

SECURITIES



Market Performance

e S&P 500 surged 6.6%

 EE’13 were cut by 0.9%
« P/EX2013rose to 11.7 ,

/

* The 10 year yield rose to 1.67%, (stocks
yield more than bonds)

« VIXfell (25 >16) as the crisis event
subsided y
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Best Performers

29.9%

29.9%

28.9%

22.6%

22.1%

22.0%

20.8%

20.4%

20.2%

20.1%

19.7%

19.5%
19.5%
17.9%
17.8%

41.2%

KB Home

Sprint Nextel
Pulte
Worthington Ind
New York Times
Edwards Lifescier
Louisiana Pacific.
DR Horton
Vulcan Materials
News Corp
Intrepid Potash
Goodyear Tire
CF Industries
Gannett
American Intl

Toll Brothers

Worst Performers

-16.1%

-4 8%

-4.9%
-5.2%
-5.3%
-5.4%
-5.4%

Amcor

Delta Air

Ford

Halliburton

H(l;wlett-Packard

Gepting Sinapore

-8.2%

Celenese

-9.8%

Penny (JC)

-10.4%

Barrick Gold

-10.4%

General Motors

-10.6%

ITT Corp

-13.6%

Ryder System

Nike *

-16.3¢

RadioShack

-17.5%

Fifth & Pacific




% Change in Earnings Estimates

% Change in Prices

10.6% 10.9%

7.5% 6.6% 6.2%




Price to Sales vs Return on Sales
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Raw Materials

e Estimates fell across board.

« US Steel — cut spending plans, bonds are trading
like junk

Worthington was the exception due to corporaye
actions.

Oil E&P and Services all had estimates slashed
(3.5% on avg) as oil prices tumble
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% Price Change from Previous Month

ALCOA

Barrick Gold

Allegheny Technologies

Cliffs Resources

Freeport-McMoRan

Intrepid Potash

Newmont Mining

Nucor

Southern Copper

Worthington Ind

US Steel Corp




Industrial Cyclical

 Lower raw material prices, and strength
from Auto and Housing should help, but
macro data points pushed prices down.

 Cuts In estimates are lagging the risk off
move In the last week of the month.
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% Price Change from Previous Month

Air Products
Airgas

BASF

Celenese

CF Industries

Du Pont

Dow

Ecolab

Eastman Chemical
Huntsman

Intl Flavors & Frag
Praxair

Sigma-Aldrich

m Previous Month




Consumer Cyclical

e Auto stocks took a breather after a 12
month run, estimates were trimmed on
weaker jobs data.

» Housing stocks continue to surge, (KB s
leading the market higher on earnings)

e Do the twist.

 Carnival surged, we missed the boat (lower
desiel costs, better than expected bC)okings)
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Consumer Non-durable

* Nike warned, stock fell from 6M high of 115 to
85. Lower sales, higher marketing costs,
selling Umbro & Cole Hann — don’t miss boat.

» Dr Pepper had great results /

/

» SLE reorganized and changed its name to
Hillshire — now just meats and baked goods.

« PG disappointed (see below)
 Liz Claiborne changed its name to Fifth &

/
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Change in Earnings Estimates

Avon
olgate-Palmolive

Church & Dwight

% Price Change from Previous Month

Clorox
71%
4.9% 4,5% Energizer
Estee Lauder
Intl Flavours
L'Oreal
Newell
Procter & Gamble

Unilever

Fifth & Pacific




Medical

 Solid month, estimates up!

 Edwards Life Science, shows how are this
IS to pick. Now 30X ESP, and 5XSales

 Big Pharma was good, Merck led up 12%."
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Technology

* Very mixed, but NVDA led the chip sector!
 Oracle led the software sector
« Microsoft launched Surface

» Apple is over valued (short?)
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% Price Change from Previous Month

14.2%
13.2%

5.6% 5.4%

-3.8%
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Adobe Systems
Automatic Data
BMC software
Computer Assoc.
Computer Science
Google

Intuit

Microsoft

Oracle

Redhat
Salesforce.com

SAP

Change in Earnings Estimates




Price to Sale
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Financials

 Financials were up 9.7%, beating the
market, but we are very happy with the
trade Into the German ETF.

e The RV 7.8% vs. 6.6% for market, so we
are still outperforming. /

» Chris & Steve will discuss Germany.

/
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Macro 1ssues

» Obama blames jobs on Europe and China.
 Approval rating falls with jobs numbers
 Romney’s prospects improve with bad jobs.

« Romney would cut taxes & spending and
start austerity, and upset the balance. /

» Two-in-forward one-inch-back recovery.

« Amplified by government and consumer
debt

/

%
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Europe

* Had its “three-peat”, ball bouncing 2 as high.

 Building Grexit protocol builds flexibility and
reduces risk.

e John Crossman will talk about China

 Australia Is standing on a cliff. Mining execs,
Rio, Purchase price parity, labor government build
out of social net, etc. | feel it in my bones.

 |f China gets a cold, what happens to Australia?
* We team up with Indonesia?

FORTREND /

SECURITIES



Around 25%
of Australia’s

e China Trade

Where does China export to?

12% Hong
Kong

Where does China import from?

18% Japan

4.1% Korea, Rep.
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Fifth Generation
Leadership
Transition
~QOctober2012

China — a bit flat

450

Chinese Electricity Production
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8.7% compounded

Source: Bloomberg (CHXNELEC Index)
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S&P/ASX200 Index Relative Value Model Active Weight
S&P500 Index Sectors Weight S&P500 Index Weight Portfolio Weight (vs. S&P500)
Energy 7% 11% 0% -11%
Materials 22% 3% 0% -3%
Industrials 7% 10% 20% 10%
Financials 41% 14% 10% -4%
Consumer Staples 8% 11% 20% 9%
Health Care 4% 12% 10% -2%
Information Technology 1% 20% 30% 10%
Consumer Discretionary 4% 11% 0% -11%
Utilities 2% 4% 0% -4%
Telecommunication Services 5% 3% 0% -3%
Diversified 0% 0% 10% N.M
AllSecurities 100% 100% 100%

Sourced from Bloomberg:  04-Jul-12
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Price Est'd2013 MarketCap Revenue Income Debtto S&PLT

Holdings by Sector Industry () P/E (Sh) (Sm2011) ($m2011) Assets(%) Rating

Industrials

Honeywell International Inc Aerospace & Defense  55.59 11.1 433 36,529 2,067 19.0 A

ITT Corp Machinery 18.13 9.7 1.7 2,119 -130.0 0.2 BBB-

Financials

SL Green Realty Corp Real Etate Investment 4199 150 75 1263 6474 49 BB+
Trusts

Consumer Staples

Dr Pepper Snapple Group Inc ~ Beverages 43.9 13.8 9.3 5,903 606.0 29.2 BBB

Procter & Gamble Co/The Household Products 61.36 15.7 168.1 82,559 11797.0 23.1 AA-

Health Care

Thermo Fisher Scientificnc  —1c S ences TOOS& gy 0100 19.4 11,726 13299 26.2 A
Services

Information Technology

NVIDIA Corp Semiconductors & 13.8 11.9 8.5 3,998 581.1 04 NR

Microsoft Corp Software 30.76 10.0 258.4 69,943 23150.0 11.0 AAA

Oracle Corp Software 29.97 10.3 146.3 37,121 9981.0 21.0 A+

Diversified

iShares MSCI Germany ETF N/A 20.18 N.M N.M N.M N.M N.M N.M

* Estimated Price to FFO. Sourced from Bloomberg: 04-Jul-12



ITT US $ C 18.13 +.25 e N18.13 /18.14N 82 x8
On 03 Jul d Vol 544,077 0 17.88T H 18.14N L 17.82N Val 9.793M

ITT US Equity PE S 99 Feedback Page 1/4 Description: Profile
1) Profile 2) Issue Info 3) Ratios 4) Revenue & EPS
ITT CORP 5) Aerospace & Defense Parts (CC

ITT Corp. is a diversified manufacturer of engineered components and customized technology solutions
for industrial end-markets. The Company's products range from complex pumps to advanced brake pads
to intricate connectors. ITT's key end-market industries include energy infrastructure, electronics,
aerospace and transportation. [BBGID BBGOOOBMB7R1]

6) Price Chart (GP) 7 Earn (ERN) 8 Est (EE) 10 Corporate Info
0| Date (E) 07/30/12 11) www.ittind.com
20| P /E 3.66 White Plains, NY, United States
ret Est P/E 12/12 10.99 Empls 8,500 (12/31/11)
" ITI2MEPS  (USD) 4,95 |1 Management (MGMT)
Faan| ESt EPS 1.65|13) Frank T Macinnis
I Est PEG 1.00 Chairman
Px/Chg 1D (USD) 18.13/+1.4% 14) Denise L Ramos
52 Wk H (03/01/12) 25.59 9) Dividend (DVD) President/CEQ
52 Wk L (10/04/11) 13.1405 Ind Gross Yield 2.01%|15) Thomas M Scalera "Tom"
YTD Change/% -1.20/-6.21% 5Y Net Growth -5.02% | Chief Financial Officer
Mkt Cap (USD) 1673.4M Cash 05/23/12 0.091 16) 12M Total Ret (TRA) -6.94%
Shrs Out/Float 92.3M/91.3M Spl 11/01/11 1 for 2| Beta vs SPX 0.94
SI/% of Float 7.6M/8.37%
Days to Cover 5.6
Australia 61 2 9777 8600 Brazil 5511 3048 4500 Europe 44 20 7330 7500 Germanu 49 69 9204 1210 Hong Kong 852 2977 6000
Japan 81 3 3201 8900 Singapore 65 6212 1000 U.S. 1 212 318 2000 Copyright 2012 Bloomberg Finance L.P.

SN 832206 CDT GMT-5:00 G522-3553-0 04-Jul-2012 00:35:34



Buy ITT

« |ITT has recently spun off two of its business segments
(Water Technology and Defense Hardware). We believe
this restructuring streamlines ITT’s operations and
allows It to focus on its core business; industrial
products. The new structure also leaves ITT with a debt
free balance sheet. /

« 3Mwas up 8% and ITT was down 11% this period. /

« 3Mis trading at 12.8X 2013 earnings, 27% more
expensive than ITT, which trades at only 9.3X 2013

earnings.

« We believe ITT was sold off for the wrong reasons, and

represents an excellent relative value trade. /
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Fortrend Portfolio

Honeywell

ITT

SL Green

Dr Pepper Snapple
Thermo Fisher
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Procter & Gamble
Microsoft

Oracle

NVIDIA /

IShares MSCI Germany
Index Fund
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