Minutes

AAII Orange County Chapter

Monthly Meeting, February 24th, 2007

Oasis Senior Center

800 Marguerite

Corona del Mar, CA 92625

Reported by: Rex Chen
Title: A Look Back and Forward for the Economy and the Market

Speaker:  Jonathan Lasner, Business Columnist, Orange County Register

Chapter President Bob Welge brought the meeting to order at 9:00 am.  In the beginning of the meeting, Bob announce the AAII Orange County’s website and the resources available on the web, including meeting minutes from past events.  Bob then introduce today’s speaker, Jonathan Lasner, Business Columnist from the Orange County Register and his presentation on A Look Back and Forward for the Economy and the Market.
In this talk, Jonathan first gives a recap of the past years’ predictions.  For 2006, Jonathan summarizes the following.  Oil was a major concern but as of early 2007, it has cooled down.  Value stocks outperformed growth stocks while small and medium size companies did better than large cap companies.  Furthermore, private equity continues to gain steam with the continuous growth of a $400 billion dollar market.  

After the break, Jonathan discusses several business and economic issues.  On the topic of real estate and REITs, rising interest rates have cooled down residential properties.  However, Jonathan indicates that commercial properties are still hot.  For real estate in general, Jonathan suggests investors be fair to themselves and understand the possibility of having zero earning equity.  In addition, real estates have seen the lost of marginal buyers with only buyers with deep pockets remaining.  In regards to commodities, the outlook still seems to be strong unless an economic recession is coming.  

Although emerging markets has been a treasure for investors, Jonathan caution possible issues with companies in the emerging markets, in particular on regulations, financial disclosure, and data integrity concerns.  Hence, investors need to monitor closely, the activities that are happening in the emerging markets.  On the issue of large vs. small companies, Jonathan suggests that tracking the index of recent spin-off shows that the small spun-off company end up to be much more successful.

For 2007, Jonathan predicts a soft landing economy.  Among the assets Jonathan suggests to avoid include bonds, retailers, REITs, energy, and emerging markets.  Upon giving his predictions, Jonathan took questions from the audience.  A question asked Jonathan’s opinion on Canadian income trust.  Jonathan indicates that although Canada has changed its tax policy for the better, one should not buy Canada income trust simply based on tax breaks.  Jonathan also recommends investors to stay away from month-to-month economic indicators, but rather look at the broader picture.  

Following the conclusion of Jonathan’s presentation, Bob adjourned the meeting at 11:00 am.

Handout follows:
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2003 [+299]

» WATCH

McDonald’s [+51%]

Steel [US Steel +160%]

Housing [+15%]

President Bush [58% v 63% -- Fox]
» ACQUIRE

Patience

Used Cars

Stocks [+28% S&P]

TIPS [+17%]

Vanguard Balanced Index [+16%]

2004 [+9%]

» WATCH

High-end retailers [Nordstrom +34%, Neiman +27%)]
Gold [23%]

Jobs [flat]

Housing [+24%]

Democrats [lost]

» ACQUIRE

Humility

Good Money Market account — ING Direct
TIPS [+7%)]

Bigger, Value Stocks [+9%]

Foreign stocks [+12%]

2005 [+69]

» WATCH

Theme Parks [FUN -13%, PKS +133%]

Disney [-8%]

Inflation

» AVOID

Bonds (Rydex Juno) [-5%]

» ACQUIRE

Biggest home-equity loan possible

Diversifiction [T. Rowe Spectrum Growth] [+9%]
Cash [+3%]

Bigger stocks

Healthcare [EFTs: XLV [+6%], IYH [+7%], VHT +3%]
Asia (Vanguard Pacific Index) [+22%]

» IF YOU MUST ...

Avalon Bay (upscale apartments) [+36%]

2006 [+13%]

» WATCH
Energy (Vanguard Energy — VGENX)

[+2%]
jlansner @ ocregister.com

Mid-range retailers (Costco [+13%],
Target [+17%], CKR [+219%], Yum
[+21%], JBX {(+75%])

Ben Bernanke

» AVOID

Anything Real Estate — Builders [-22%],
REITs [+37%], Lenders [-149%] ... even
Home Depot [-2%)]

» ACQUIRE

Antacids

Ralph’s MasterCard

CDs @ 4.9%

Bonds: Harbor Bond (Pimco) [+3%] or
T. Rowe Spectrum Income [+7.4%)]
Value: Small [+16%] or if you must ...
Large [+19%]

2007 ??

» WATCH (Soft landing?)
Republicans

Masco, Black & Decker
Newspapers: NY Times, McClatchy
Spin-Offs (Claymore/Clear, CSD)
» AVOID

Cycle: Bonds, Retailers

Value: REITs, Energy, Emerging
Markets

» ACQUIRE

Neck brace

CDs: 3 years at 5.25%

Netflix

Large Value

-Berkshire Hathaway

Japan (Vanguard Pacific) or at least
Int’l (harbor Int'l)
And if you dare, builders! (XHB or ITB)

blogs.ocregister.com/lansner





