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Quote of
the week

We have been catching up on some reading and thought
we would share some interesting (to us anyway) tidbits.

Bloomberg Business Week, March 22 -29 issue
‘Yeteran money manager Lazlo Birinyi says the
69% gain for the S&P 500 since the March 9th
low last year is just the beginning of a bull
market that may last through the next Presi-
dential election.”

“Barton Biggs and Steve Leuthold share his op-
timism, saying stocks will advance as the
economy gains momentum and the fastest corpo-
rate earnings growth since 1994 persuades in-
vestors to shift into stocks from bonds.*

“The average bull market since the 1960s has
lasted 1000 trading days, data compiled by
Bloomberg and Biryni show, while this one is
just 250 days old.”

“I’m very struck by the level of bearishness
everywhere | go; 1I1°m bullish because the
global economic recovery is on track and is
going to be surprisingly strong. The world
was falling apart in 2009. There has been a
tremendous change.”, says Biggs.

“Investors have pumped $369 billion into bond
mutual funds since March of 2009 compared with
only $23 billion for stock funds.”

“Individual investors, as measured by mutual
fund flows, have absolutely no enthusiasm for
stocks”, Leuthold says. “As a contrarian, |1

“I can't believe it! Reading and writing actually paid off!.”
Matt Groening, Creator of The Simpsons

of equity returns: dividends, earnings and P/E
ratios. P/E ratios are unlikely to expand
from where they are now, given that iInterest
rates are unlikely to go lower than they are
now. That leaves only two ways for a stock to
deliver profits to investors: Tfrom earnings
growth and from dividends.”

Sounds good for our Dividend Growth accounts.

Standard & Poors, The Outlook March 17 issue

“The big question is what happens in the second
year of a bull market? On average since 1949
large cap stocks rose 15% and small cap stocks
gained 22% in the second year.”

It is similar to a stanza in the Herman’s Her-
mits song “I’m Henry VIII 1 Am” “second
verse same as the First.” Historically, as the
market keeps rising, small caps beat large
caps, and a rising tide once again lifts all
boats.”

To put the last year's market rally in perspective, below
shows all major market rallies of the last 110 years plot-
ted on a chart. Most major rallies resulted in a gain of
between 30% and 150% and lasted between 200 and
800 trading days (blue shaded box)

As it stands now the current rally has just entered the low
range of a “typical” rally. This bull market is just a sprout.
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In our managed accounts we have recently added a few
stocks. Here is the who, what and why:

LAzARD

(LAZ) Midsized merger & acquisition advisor and asset
management firm. They have successfully attracted tal-
ent from other investment banks that imploded last year.
Lehman lost, Lazard won...every putt makes someone
happy. Financials are good, forward P/E is 14, and earn-
ings should grow 125% over the next 2 years. We paid
$38 and feel it could go to $55 to $60 in the next year or
two.

NEWMONT.

Newmont Mining (NEM) is one of the world’s largest gold
and copper miners. Very strong financial position, strong
sales (up 18% last year and maybe 12% this), and earn-
ings should grow 60% in the next two years. They have
no hedges on their gold production, so if gold keeps
rockin’, Newmont should keep rollin’. We paid $51 and
are hoping for $65 to $70. It's a good covered call candi-
date as well.

CORINTHIAN
COLLEGES, INC.
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As Bob Auer says, “These kind of schools are the only
ones teaching people a skill that will actually get them a

job.” Corinthian (COCO) is a for-profit college teaching
technical skills, healthcare and legal technicians, com-
puter tech skills, etc. Incredible financial strength, 120%
2 year earnings growth, 30% revenue growth last quarter,
and a P/E below 10. This sector has been pounded
down to low valuations. When the P/E expands back to
even 15, still cheap, the stock should trade between $30
and $40. We paid $17.

NYSE Euronext

This is the stock of the NYSE (NYX). They now make
75% of their money from derivative exchanges around

the world and only 25% from the NYSE. Reasonable
debt, 15% per year earnings growth, forward P/E of only
11, AND a dividend yield of over 4%. As global trading
recovers (reread the front page) the “Wall Street” stocks
will too. We paid $29 and are hoping for $45 or $50.

bp

‘l"’l (BP) Oil and Gas. 30%-+ earnings growth, P/E
i-' } of 7, low debt, very strong balance sheet, and a
%% dividend of 6%. Dividend has grown year after
year too. We paid $56 and look for $75, give or

take, in a couple of years. Global recovery leads to in-
creasing demand for oil which leads to happy “big oil”
shareholders. You might not be happy standing next to
the gas pump, but the dividend from the stock will wipe

that frown off your face.
Hudson City Bancorp

HUDSON CITY (HCBK) has been named

Bank on Better Values™ one of the best managed
banks in the country for 3 years in a row by Forbes maga-
zine. 11% earnings growth, P/E of 10, dividend yield of
4.5%. Zero, zippo, nada subprime mortgage exposure
and management or employees own 30% of the stock;
which is probably why they didn’t make all of those dumb
loans other banks did. Unlike other New York banks,
Hudson City stayed away from your tired, your poor, and
your huddled masses. Plain vanilla is the best flavor for a
bank stock. We paid $13.50 and are hoping for $20 to
$25.

Our Classic Growth and Dividend Growth portfolios are
having a great start to the year. If the guys on the front
are halfway right, the next part of the show could be even
better. Stayed tuned.

Performance vear-to-date as of 3/19/10

Sheaff Brock Growth Model +9.6%
Sheaff Brock Dividend Growth +8.1%
Auer Growth Fund +2.4%
S&P 500 +4.0%

You should carefully consider the investment objectives, potential risks, management fees, and charges and expenses of the Fund before in-
vesting. The Fund’s prospectus contains this and other information about the Fund, and should be read carefully before investing. You may
obtain a current copy of the Fund’s prospectus by calling 1-888-711-2837 or visiting www.sbauerfunds.com. Past performance is no guarantee
of future results. The investment return and principal value of an investment in the Fund will fluctuate so that an investor’s shares, when re-
deemed, may be worth more or less than their original cost. Sheaff Brock Investment Advisors, LLC (SBIA) does not guarantee the accuracy

or completeness of this report, nor does SBIA assume any liability for any loss that may result from reliance by any person upon any such infor-
mation or opinions. Such information and opinions are subject to change without notice and are for general information only. Index return and
yield data is from The Wall Street Journal and Thomson. Past performance does not indicate future results. Model account returns are net of
fees and commissions and include the payment of dividends which are held in money market funds pending reinvestment in other portfolio
securities. Client returns may differ because all securities in the model may not be owned by each client. The securities mentioned in this re-
port can be, and often are, owned by clients and employees SBIA. Clients and prospective clients should understand that there is no assur-
ance that capital gains made in the past will continue. There is always the chance that market conditions or portfolio performance may deterio-
rate in the future, and clients may experience real capital losses in their managed accounts. The Classic Growth model and Dividend Growth
and Income model are compared to the performance of the S&P 500 and sometimes to the Dow Jones Industrial Index (DJIA) although the
model positions may not reflect the securities making up these indices. Neither comparable index may be an appropriate comparison index as
our model accounts may own small and mid-cap companies not represented in the S&P 500 or the DJIA. There were no other strategies em-
ployed to obtain the results portrayed other than those strategies disclosed in the Sheaff Brock Investment Advisors, LLC Form ADV or other
disclosure brochure.



