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Portfolio Allocation 
Geographic Composition  
The current holdings in the APM portfolio (as of 
1/31/2009) are invested predominately in U.S. securities 
with 14% of the holdings invested in emerging markets. 
 

 
Note: Some ADR companies are considered as investing in US 
Market. They are RIO, DEO and RYAAY. Also, APWR is a 
Chinese Company, but he issues stocks on NMS. APWR is 
considered as invested in US market as well. 

 
Industry Composition 
All companies with GICS code of 10 are energy-related 
companies. APM portfolio holdings in this industry 
include VLO, PXP, HK and NRGP. In addition, TYY (Sector 
code 40) is also energy related company.  All energy 
related companies hold $70,228 in value, which account 
for 11.16% of total portfolio value.  Other major sectors 
include Consumer Discretionary (22.67%), Financial 
(22.39%) and Industrials sectors (15.32%). Note: 
Classification criteria are based on FTSE Global Equity 
Index Series Country Classification.6 

 

GICS Sector 
Code 

Sector 
Description 

Portfolio 
Investment 

Portfolio 
Allocation 

10 Energy $61,703 9.80% 

15 Materials $7,545 1.20% 

20 Industrials $96,400 15.32% 

25 
Consumer 
Discretionary $142,661 22.67% 

30 
Consumer 
Staples $89,739 14.26% 

35 Health Care $30,221 4.80% 

40 Financials $140,960 22.39% 

45 
Information 
Technology $43,777 6.96% 

50 
Telecom 
Services $7,800 1.24% 

55 Utilities $8,624 1.37% 

Total Value  $629,430 100.00% 

 

Not all of GICS Sub-Industry Codes presented in RIWeb 
are appropriate, i.e. Electric Utilities (55101010) is more 
appropriate code for APWR, and Technology (Sector 
Code 45) is more appropriate for GRMN. 
 
Market Capitalization Composition 
The APM portfolio primarily consists of smaller 
companies with Micro, Small, and Medium capitalization 
companies consisting of 84% of the overall portfolio. 
 

 
 
Complete Portfolio Composition 
See Exhibit 1 in the Appendix for a complete listing of the 
market, sector and industry categorization, and market 
capitalization for each company in the APM portfolio. 
 
Sector Performance 
The sectors that have performed the best since 
September 1, 2008 are Health Care (XLV), Consumer 
Staples (XLP), and Utilities (XLU).  All three of these 
sectors are up approximately 15% over this time period.1 
The worst performing sector is Financials (XLF), which is 
down 22%.1 
 
The sector performance over the past year is similar to 
the recent performance above.  The best performing 
sector, Consumer Staples, was up 30% over the past 
year.1  Health Care and Utilities were also solid 
performers up 22% and 21% respectively.1  The worst 
performing sector, Financials, was down 30%.1 
 
The APM portfolio’s largest sector is in Financials making 
up 22.39% of the APM portfolio, the worst performing 

Market

Investment Amount 

($)

APM Portfolio 

Allocation

Emerging $125,175 19.89%

US $504,255 80.11%

Others $0 0.00%

Total $629,430 100.00%
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sector over the past year.  Consumer Staples companies 
have performed well over the past year and currently 
make up a large portion of the APM portfolio, 14.26%.  In 
contrast, Utilities comprise only 1.37% of the portfolio, 
but the sector outperformed the general market over 
the past year. 
 
Forecast for the U.S. Economy 
We believe the U.S. economy will remain relatively flat 
through most of 2009.  We feel that economy is near or 
at the bottom of the current recession.  There is a slight 
possibility that we could see improvement by the end of 
2009.  Since the stock market is a forward looking 
indicator, we predict that the NASDAQ will be around 
1,500 on May 1, 2009, and 1,600 on December 31, 2009.  
Our forecast reflects our belief that the economy will not 
improve until the first half of 2010. 
 
According to Sam Stovall’s Sector Rotation model,1 we 
should already be rotating out of the Utilities and 
Financial sectors and currently be in Technology and 
Cyclical stocks.  The model also shows we should also be 
looking to start rotating into Industrial stocks if we are 
near the market bottom.  We agree with the Sector 
Rotation model with one major exception.  The financial 
sector does not apply to this recession since the banking 
industry has self-destructed over the past year. 
 
APM Holdings Summary 
A-Power Generation Systems, Ltd. (APWR) - BUY 

 Investment Thesis – APWR will have strong 
revenue, margin, and income growth based on 
continuing growth in China and its need  for 
energy. The company has seen 55% growth in 
revenue and 103% growth in income from 2006 to 
2007.2 The company’s net profit margin increased 
from 7.6% in 2006 to 10% in 2007.2  In addition, A-
Power currently has no debt.2 

 Special Circumstances – It is a Limited Company. 
 

CDC Corporation (CHINA) - HOLD 

 Investment Thesis – CHINA will experience 
stronger revenue growth than analysts expect, due 
to rapid growth in the Chinese economy.  CDC 
notched 30% revenue growth from 2006 to 2007.2 

 Special Circumstances – None 
 

Elron Electronics Industries Ltd. (ELRN) - BUY 

 Investment Thesis – Elron holds 30 high-tech, high 
growth potential start-ups in various technology 
fields including medical and software technology.  
Elron still maintains ownership in all of its 
successful spinoff companies. ELRN has a 50.1% 
ownership stake in Rafael Development Corp. 
(RDC), alongside the Israeli Ministry of defense. Its 
 partnership creates commercial applications 
based on military technologies. 3 

 Special Circumstances – It is a Limited Company 
listed on the NASDAQ and the Tel Aviv Stock 
Exchange (TASE).  Elron is  an operating holding 
company (not a venture capital firm) with 
investments in many technology companies.3 
 

Interactive Brokers Group, Inc. (IBKR) - HOLD 

 Investment Thesis – IBKR will see continued 
revenue growth (12.7% YOY) due to the increase in 
global electronic trading.  One of the lowest cost 
online-brokers offering virtually every investment 
type in 70 global markets. 4 

 Special Circumstances – Shareholders have a 10% 
voting in Interactive Brokers Group, Inc. and only a 
10% economic interest in IBG LLC (the holding 
company for all Interactive Brokers and Timber Hill 
companies). 4 

 
Kansas City Southern (KSU) - BUY 

 Investment Thesis –The company will have steady 
revenue and income growth due to rail lines in the 
emerging Mexico market.  It owns exclusive access 
between Mexico and the U.S. at Nuevo Laredo, 
Mexico, the rail freight interchange point between 
Mexico and the U.S.  KSU serves Mexico’s 
industrial cities and 3 key ports (increasing 
alternatives to crowded U.S. ports). 

 Special Circumstances - None 
 
Ryanair Holdings plc (RYAAY) – HOLD 

 Investment Thesis – Europe’s largest low fare 
airline carrier has seen continued passenger 
growth every year since 1995. 5  Its revenue growth 
(22% from FY2006 to FY2007) and net profit 
margin (14.4% in FY2007) are first-in-class for an 
airline. 2 

 Special Circumstances – A public limited company 
(plc) with ordinary shares traded on the Irish Stock 
Exchange and the London Stock Exchange.  The 
Bank of New York issues ADRs for ADSs to be 
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traded on the NASDAQ, where each ADS 
represents five ordinary shares. 5  

 
Portfolio Cash Holdings 
The current level of cash in the portfolio – $31,646, or 
4.8% of total value – is a reasonable amount to hold 
considering the potential opportunities to add to or 
purchase a new security at low levels in the current bear 
market.  The amount of cash could be reduced to 1-2% in 
today’s market environment if attractive opportunities 
are identified and the initial theses for all current 
holdings remain valid. 
 
Portfolio Balance and Recommendations 

The current portfolio balance appears to be fairly 
reasonable, although we would like to add to many of 
our positions due to current cheap valuations.  Likewise, 
we are hesitant to sell a portion of the companies who 
are making up a more than 3% of the portfolio since 
these are our positions make up the holdings that have 
done well recently. 
 
Rebalancing 
We believe the market will remain relatively flat for the 
remainder of the year and the portfolio holdings that 
would provide the best return are stable dividend paying 
stocks.  We recommend reducing our holding in Ryanair 
from 6.7% to 4% by selling 582 shares at $24.02 (price on 
1/31/2009) to generate proceeds of $13,980.  The airline 
business is difficult to generate outstanding long-term 
returns, and we feel Ryanair’s share of the portfolio is 
inappropriately large. With the proceeds from selling the 
Ryanair shares, we would increase the portfolio’s 
position in AT&T. The primary reason for this would be 

to obtain their current dividend yield of 6.6%, which we 
expect the company to maintain with its strong cash 
flows.  We would purchase 568 shares totaling $13,984 
to increase our position to 3.3%.  We do not believe any 
holding should be eliminated since most of the holdings 
are currently at bargain basement valuations. 
 
See Exhibit 2 in the Appendix for a complete break-down 
of each portfolio holding, its current weighting and our 
recommended weighting. 
 
 
 
 
Footnotes: 
1 

Market data was found at 
http://stockcharts.com/charts/performance/SPSectors.html. 
Accessed on 1/31/2009. 

2 
Individual company data was found at 
http://finance.google.com/. Accessed on 1/31/2009. 

3 
Elron company information was found at 
http://www.elron.net/default.asp?PageID=243. Accessed on 
1/31/09. 

4 
Interactive Brokers company structure was found at 
http://www.interactivebrokers.com/ibg/main.php. Accessed 
on 1/31/09. 

5 
Ryanair company information was found at 
http://www.ryanair.com/site/EN/about.php?page=About. 
Accessed on 1/31/09. 

6 
Classifiction criteria 
http://ftse.com/Indices/Country_Classification/Downloads/F
TSE_Country_Classification_Sept_08_update.pdf. Accessed 
on 1/31/09. 

  

http://stockcharts.com/charts/performance/SPSectors.html
http://finance.google.com/
http://www.elron.net/default.asp?PageID=243
http://www.interactivebrokers.com/ibg/main.php
http://www.ryanair.com/site/EN/about.php?page=About
http://ftse.com/Indices/Country_Classification/Downloads/FTSE_Country_Classification_Sept_08_update.pdf
http://ftse.com/Indices/Country_Classification/Downloads/FTSE_Country_Classification_Sept_08_update.pdf
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Appendix 
 
Exhibit 1 

APM Portfolio Holdings 

Ticker 

GICS 
Sector 
Code Sector Description 

GICS 
Industry 
Code 

Industry 
Description Market 

Market 
Cap. 
(Billion) 

Market 
Cap. 
Category 

APWR 55 Utilities 55101010 Electric Utilities US 0.161 Micro 

T 50 
Telecommunication 
Services  

50101020 
Integrated 
Telecommunication 
Services 

US 141.09 Mega 

BDX 35 Health Care 35101010 
Health Care 
Equipment 

US 17.67 Large 

BRK.B 40 Financials 40301040 
Property & Casualty 
Insurance 

US 139.64 Mega 

CFFN 40 Financials 40102010 
Thrifts & Mortgage 
Finance 

US 3.07 Small 

CHINA 45 
Information 
Technology 

45103010 
Application 
Software 

US 0.084 Micro 

904 30 Consumer Staples 30202010 
Agricultural 
Products 

Others 4.48 Medium 

RIO 15 Industrials 15104020 
Diversified Metals & 
Mining 

US 74.48 Mega 

CAG 30 Consumer Staples 30202030 
Packaged Foods & 
Meats 

US 7.65 Medium 

DEO 30 Consumer Staples 30201020 Distillers & Vintners US 33.96 Large 

ELRN 40 Financials 40201030 
Multi-Sector 
Holdings 

US 0.046 Micro 

ENER 20 Industrials 20104010 
Electrical 
Components & 
Equipment 

US 1.15 Small 

GRMN 45 
Information 
Technology 

45203010 
Electronic 
Equipment & 
Instruments 

US 3.55 Medium 

8180 35 Health Care 35101010 
Health Care 
Equipment 

Emerging 1.09 Small 

NRGP 10 Energy 10102040 
Oil & Gas Storage & 
Transportation 

US 0.593 Micro 

IBKR 40 Financials 40201040 Specialized Finance US 0.62 Micro 

.QBOBD               

INSU 20 Industrials 20103010 
Construction & 
Engineering 

US 0.524 Micro 

CERAMIC 
B 

25 
Consumer 
Discretionary 

25201030 Homebuilding Emerging 0.136 Micro 

CERAMIC 
D 

25 
Consumer 
Discretionary 

25201030 Homebuilding Emerging 0.136 Micro 
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JOSB 25 
Consumer 
Discretionary 

25504010 Apparel Retail US 0.501 Micro 

JOYG 20 Industrials 20106010 
Construction & 
Farm Machinery & 
Heavy Trucks 

US 2.13 Small 

KSU 20 Industrials 20304010 Railroads US 1.66 Small 

8196 25 
Consumer 
Discretionary 

25101010 
Auto Parts & 
Equipment 

Others 0.163 Micro 

LKQX 25   25501010 Distributors US 1.61 Small 

HK 10 Energy 10102020 
Oil & Gas 
Exploration & 
Production 

US 4.95 Medium 

PXP 10 Energy 10102020 
Oil & Gas 
Exploration & 
Production 

US 2.24 Small 

RYAAY 20 Industrials 20302010 Airlines US 7.08 Medium 

SGMS 25 
Consumer 
Discretionary 

25301010 Casinos & Gaming US 1.17 Small 

TYY 40 Financials 40201040 Specialized Finance US 0.258 Micro 

VLO 10 Energy 10102030 
Oil & Gas Refining & 
Marketing 

US 12.45 Large 

CA:WFI 40 Financials 40102010 
Thrifts & Mortgage 
Finance 

US 0.297 Micro 

 
 
 
Exhibit 2 

APM Portfolio 

Ticker 

Current 

Portfolio 

Weighting 

Weighting: 

Amt. less than 

or greater than 

3% average 

Recommended 

Portfolio 

Weighting 

APWR 1.30% -1.70% 1.30% 

T 1.20% -1.80% 3.30% 

BDX 1.10% -1.90% 1.10% 

BRK.B 5.40% 2.40% 5.40% 

CFFN 6.80% 3.80% 6.80% 

CHINA 2.10% -0.90% 2.10% 

904 4.20% 1.20% 4.20% 

RIO 1.10% -1.90% 1.10% 

CAG 5.30% 2.30% 5.30% 

DEO 4.10% 1.10% 4.10% 

ELRN 0.50% -2.50% 0.50% 

ENER 1.20% -1.80% 1.20% 

GRMN 4.60% 1.60% 4.60% 

8180 3.50% 0.50% 3.50% 

NRGP 3.50% 0.50% 3.50% 
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IBKR 2.80% -0.20% 2.80% 

.QBOBD 0.00% -3.00% 0.00% 

INSU 1.20% -1.80% 1.20% 

CERAMIC B 4.90% 1.90% 4.90% 

CERAMIC D 5.00% 2.00% 5.00% 

JOSB 5.30% 2.30% 5.30% 

JOYG 1.40% -1.60% 1.40% 

KSU 4.60% 1.60% 4.60% 

8196 1.40% -1.60% 1.40% 

LKQX 3.30% 0.30% 3.30% 

HK 2.40% -0.60% 2.40% 

PXP 1.60% -1.40% 1.60% 

RYAAY 6.10% 3.10% 5.00% 

SGMS 1.70% -1.30% 1.70% 

TYY 1.30% -1.70% 1.30% 

VLO 1.90% -1.10% 1.90% 

CA:WFI 4.50% 1.50% 4.50% 

 


