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A  reminder: We want you to use trailing ’mental’ protective stops based on closing prices, with the position to be closed manually the next day, rather than placing the stops with your brokerage firm for automatic execution if the 

stop is hit intraday. Be sure to move the stops as the stock prices change to lock in the price change. 

There have been no interim updates, no stops hit, or positions closed out, since the last issue. A number of our hold-

ings, both short-sales and buys have moved in our direction since the last issue. Stops should have been moved as the 

stocks moved. The latest level of the stops are shown in blue on page eight. 

On the stock market. 

After the stock market experienced its worst May in decades, June has not been much better. As a result the S&P 500 

is now down roughly 14% from its high in late April. Numerous important support levels have been broken, making still 

lower prices likely.  

As risk was rising, brought on by the debt crisis in Europe and signs that the U.S. economy may be faltering, we have 
been raising the number of short-sales in recent issues, and in our holdings, while closing out more long-side positions. 

In this issue we have continued that less positive bias, with three potential over-performers, but also three potential 
under-performers or short-sales. 

Latest news on our current open positions: 

More dividend payments from our high-dividend paying stocks. Progress Energy (PGN), with its attractive 6.3% 
dividend yield has announced its next quarterly dividend payout will be $.62 a share to be paid August 2. Kraft Foods 

(KFT) will pay its regular quarterly dividend of $.29 a share on July 14 to holders of record of June 30 (tomorrow). Its 

annual dividend yield is 3.94%. And Kimberly Clark (KMB), with an annual dividend yield of 4.27%, will pay its quar-

terly dividend of $.66 a share on July 2. Be sure to adjust your cost basis for the dividend. 

 Ecolab (ECL), annual dividend yield 1.36%, will pay a dividend of $.15 a share on July 15. Keep your eye on the 
protective stop. In late April, two weeks after we recommended ECL, as expected the company reported an impressive 

increase in 1st quarter earnings and raised its guidance for the rest of the year. The stock responded well but although 

ValueLine just upgraded ECL last week, the stock has not been acting well as the time has arrived for it to report its 2nd 

quarter earnings. eBay (EBAY)  has acquired RedLaser, the popular barcode scanning application for iPhones that allows 
shoppers to scan barcodes themselves when comparison-shopping. eBay plans to integrate the RedLaser technology into 

its own leading iPhone applications, including eBay Marketplace, eBay Selling, and Shopping.com applications. 

Wellpoint (WLP) has announced a collaboration with American Well that will utilize American Well’s Online Care 

platform to make Online Care available to members of Wellpoint’s affiliated health plans. Online Care enables individu-

als to access physicians and clinicians via video, secure chart, or phone. 

Activision Blizzard (ATVI) has announced a new game product, Wipeout, for Nintendo and Wii game platforms. 

The game is based on the hit ABC TV show Wipeout. The game Wipeout pits friends and families against each other on a 
large and hilarious obstacle course. The announcement follows the introduction of Activision’s Transformers: War for 

Cyberton, developed by award-winning High Moon Studios, which hit the stores June 22.  

Global Sources Ltd. (GSOL) surged up 7.8% on Friday on the news that the company is increasing its upcoming 

cash tender offer to purchase up to $100 million of its outstanding shares. That came on top of the previous day’s report 

that the company’s China Sourcing Fair in Dubai drew more than 14,000 potential business buyers of Asian products. 
Also since the last issue the company announced it has renewed contracts with AsiaWorld-Expo to host China Sourcing 

Fairs in Hong Kong through 2014. 

 Thatôs all the news. Now on to this issues featured stocks.  
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Moodyôs Corp. Symbol MCO. NYSE. $20.01.   
Moody’s is a provider of research and ratings on fixed-income securities, issuers of securities, and other credit 

obligations. The company also provides credit training services and credit processing software to financial institu-

tions. Its customers include corporations and governments that issue bonds and other debt instruments as well as 

investors, creditors, investment banks, commercial banks, and other financial institutions. 

Moody’s has offices in several foreign countries and is expanding into developing countries through affilia-

tions with existing rating agencies in those countries. It recently established a joint venture in China by taking a 

49% position in China’s leading domestic credit-rating firm. 

The stock has plunged almost 80% over the last two years as rating agencies came under harsh criticism for 
alleged careless and misleading credit reports made during the financial and stock market declines in 2007 and 

2008, particularly the ratings of mortgage-backed securities. The company is not out of the woods in that regard, 

with more investigations likely, as well as civil lawsuits, and stricter regulations of the industry likely. 

Regulatory reform is likely to also open the doors to more competition to what has been almost a protected 
franchise for Moody’s, Fitch’s, and Standard & Poor’s. 

However, we believe the worst of the potential negatives have been factored into the stock price, and it is time 

to look at the positives for Moody’s that are being ignored. 

Although its reputation has been severely damaged, Moody’s long history and experience is still valued in the 

market place, and the experience of management will likely allow it to navigate through and around changes com-
ing in the rating industry. 

Analysts expect revenue growth to continue as the company expands into more global opportunities, but that 

previous high profit margins of up to 50% will erode with increased competition to perhaps 30%. 
  

 

 
 

 

 

We don’t expect Moody’s to trade at its previous valuation levels when it was a protected franchise, when 

regulations were a great ally requiring debt issuing firms to use the ratings of the three main ratings firms.  

But we do have an upside target of 27 (and suggest a mental trailing protective stop initially set at $17.30). 

www.LongandShortStockAdvisor.com 

 2007 2008 2009 2011 est. 2012 est. 

Revenue $2.26 bil. 1.76 bil. 1.80 bil. 1.95 bil. Est. 2.11 bil est. 

Earnings/Share $2.50 1.85 1.69 1.90 est. 2.10 est. 

Data from Value Line Research 
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Teva Pharmaceutical Ltd. Symbol TEVA. $51.98. An ADR trading on the NYSE. Dividend Yield 1.2%. 

Teva Pharmaceutical is a large Israel-based global pharmaceutical company that develops, manufactures, and 
markets generic and proprietary drugs. It also sells raw materials to competitors through its bulk pharma business. 

About 85% of the companies sales are in North America and Europe. 

Its largest brands are Copaxone for the treatment of multiple sclerosis, and Azilect for the treatment of Parkin-

son’s disease, and ProAir for respiratory illnesses. 

Teva has continued on its impressive growth track through the global recession. 

 

 

 

 

 

Teva announced yesterday that the U.S. FDA has approved its Anastrozole generic version of AstraZeneca’s 

Armidex breast cancer drug. Armidex has annual sales of roughly $916 million in the U.S. 

And this morning the company announced approval of Venlafaxine, its generic version of Wyeth’s antidepres-
sant Effexor. Shipments are expected to begin immediately under terms of its agreement with Wyeth. Wyeth’s 

branded version has annual sales of approximately $2.75 billion in the U.S. Teva, as the first company to file an 

Abbreviated New Drug Application (ANDA) with a paragraph IV certification of its product, was awarded a 180-
day period of exclusivity of its generic brand. 

First Call/Thomson Financial reports that of 24 Wall Street analysts following the stock, 11 rate it a ’strong buy’, 

11 rate it ’buy’, and 2 rate it ’hold’. 

That was before the positive announcements of its new products yesterday and today. 

Value Line estimates 2010 earnings at $4.50 per share, and 2011 earnings at $5.10. That was also before the lat-
est news. 

Technically on the charts,  Teva is oversold beneath its 20-week m.a., and intermediate-term momentum indica-

tors are also oversold to levels where we look for upside reversals. 

At the current price Teva is selling at 11.6 times estimated 2010 earnings, and 10.2 times estimated 2011 earn-

ings. We believe the price decline in recent months is presenting a buying opportunity. 

We have an upside target of 63, and suggest a mental trailing protective stop initially set at 45. 

 2007 2008 2010 est. 2011 est. 2009 

Revenue $9.4 bill. $11.1 bill. $16.0 bill. est. $17.5 bill. est. $13.9 bil. 

Earnings/Share $2.38 2.86 4.50 est. 5.10 est. 3.37 

Data from Value Line Research 



POTENTIAL OVER-PERFORMER 

www.LongandShortStockAdvisor.com 

www.LongandShortStockAdvisor.com       Page 4. 

Zimmer Holdings. Symbol ZMH. NYSE. 54.60. 

Zimmer Holdings designs and markets orthopedic products, including reconstructive implants (80% of sales), in 
which it is a key leader particularly in knee and hip implants. It derives another 12% of its sales from fracture stabili-

zation devices, and the rest from sales of surgical supplies. 

The company has facilities in 25 countries, and sells its products to hospitals, doctors, and clinics in more than 

100 countries. 

The serious recession affected sales and earnings. 

 

 

 

 

 

However, revenue and profits have been picking up in recent quarters. Earnings per share rose 11% in the first 

quarter on a 7% increase in sales. 

Long-term growth looks very promising. Decisions for elective joint replacements should pick up as the baby 

boomer generation ages. Also in the mix, the need for joint replacements increases with years of wear and tear on 

body joints, and not only are life expectancies being extended dramatically, but older people are living much more 

active lives, and are determined to remain as active as possible.  

Longer-term growth should also be propelled by new products in its R&D pipeline, and from potential acquisi-
tions.  

Morningstar has an estimated fair value on the stock of $78 a share. 

The pullback in the stock has it selling at 11.5 times estimated 2011 earnings, which we believe is presenting a 

buying opportunity for at least a profitable trade. 

We have a target of 68, and suggest a ‘mental’ trailing protective stop initially set at 48. 

 2007 2008 2009 2010 est. 2011 est. 

Revenue $3.89 bil. $4.12 bil. $4.09 bil. $4.30 bil est. $ 4.52 bil. est. 

Earnings/share $3.75 $3.72 $3.68 $4.25 est $4.75 est. 

Data from Value Line Research 
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Fortune Brands. Symbol FO. $39.94. NYSE.  

Fortune Brands is a conglomerate of manufacturers of home and hardware products, sporting goods, and dis-

tilled spirits. Its brand names include Aristokraft  kitchen and bath cabinets, MasterBrands cabinets, Moen faucets, 
Simonton doors, Therma-Tru doors, Master Lock padlocks, Titleist and Pinnacle golf equipment, Footjoy sports 

footwear, Jim Beam bourbon, Maker’s Mark, Courvoisier cognac, and others.  

Home and security products accounted for 48% of sales in 2009, spirits 32%, and golf products 20%. 

The company’s first quarter results showed considerable improvement, the result of the improving economy, 

particularly in home construction. There may be some follow-through in June quarter results as construction pro-

gresses on homes started in the first quarter. 

 

 

 

 

 

However, going forward we believe the huge drop of 32% in new home sales in May, and the plunge in permits 

issued for future starts, was a bad omen for the housing industry now that the government’s supports for housing 
have expired, and therefore for Fortune Brands largest business segment going forward. 

Meanwhile, the golf segment was the weak spot in the first quarter. And in spite of growing interest in golf in 
Asia, the declining interest in golf in the U.S. resulted in the company’s golf related sales being down 3% from the 

first quarter last year. 

FO’s high-end brands of spirits also suffered in 2009 as consumers traded down to less expensive brands. That’s 

not likely to change anytime soon, with unemployment remaining high and household wealth down as a result of 

the sharp declines in real estate values and stock portfolios of recent years. 

So with the company’s main engine of recent improvement, the housing industry, looking to be on the skids 

again, we are expecting a return to problems for Fortune Brands. 

Our downside target is 33.50. 

We suggest a mental trailing protective stop at 48. 

 

POTENTIAL UNDER-PERFORMER 

 2007 2008 2009 2010 est. 2011 est. 

Revenue $8.56 bil. $7.61 bil. $6.69 bil. $6.80 bil. est. 7.10 bil. est. 

Earnings/Share 5.19 3.79 2.43 2.75 est.  3.30est. 

Data from Value Line Research 
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MeadWestvaco Corp. Symbol MWV 22.53.  

MeadWestvaco is a global manufacturer of packaging materials, consumer and office products, and specialty 
chemicals. Approximately two-thirds of its sales are in the U.S., 33% global. 

The company is financially healthy. Its pension plan is overfunded. The company also owns large tracts of real 

estate, including recurring forestry operations logged for its pulp and paper mills. Those real estate properties are 
carried on the books at far less than their current value. 

The company’s weakness is in its profit margins.  

The company’s products have little differentiation from those of its competitors, making pricing the main factor in 

acquiring market share. Under such circumstances, profit margins are typically narrow, making significant and sus-
tainable profits difficult to obtain. 

Lower-cost competition from Asia is also a growing problem. 

We believe the combination of increased competition, slowing economic growth in Europe, and potentially in the 

U.S., makes for significant headwinds going forward. 

The stock is looking technically weak on the charts as it has fallen beneath the potential support at its 20-week 

moving average, which looks like it will now be overhead resistance on rally attempts. 

 .    

 

 

 

 

We have a downside target of 16, and suggest a ‘mental’ trailing protective stop set initially at $25. 

 2007 2008 2009 2010 2011 

Revenue $6.91 bil. $6.63 bil. $6.05 bil. $6.31 Bil. Est. $6.65 bil. Est. 

Earnings/Share $1.09 $.66 $.70 $1.05 est $1.20 est. 

Data from Value Line Research 



JDS Uniphase. Symbol JDSU. Nasdaq. $10.27.  

JDS Uniphase is an optoelectronics company developing and manufacturing a wide range of fiber-optic tele-

communications equipment, including modules, subsystems, transceivers, and test and measurement equipment, 

used by system manufacturers for the telecom and cable TV industries. 

 The stock was one of the hottest in the 1999-2000 tech stock bubble, as the company grew its sales exponen-
tially by using the soaring stock to make numerous acquisitions of smaller companies. It was quite noticeable that 

the larger the company became, the more trouble it had assimilating the diverse companies it acquired, and the 

more money it lost. However, in the bubble it had become gospel that earnings no longer mattered, the criteria 

was sales growth.  

When the bubble burst JDSU was one of the biggest losers, its stock falling more than 90%.  

Then the subsequent collapse of the telecom equipment market in 2002 plunged demand for telecom related 
equipment dramatically. As demand has slowly been picking up, new competitors to JDSU have popped up that 

are focused on improving the technology, threatening to loosen JDSU’s position as one of the technology leaders. 

The company has been making some progress in cutting costs and improving profitability, but profitability has 

always been a problem for JDSU. The company is a conglomerate of acquisitions with fragmented structure and 
diverse cultures, difficult to streamline for cost effectiveness. 

 

 

 

 

 

Meanwhile, end-users of the company’s products, the telecom and cable companies, are large and powerful, 

and not shy about putting pressure on their suppliers to cut their prices. 

The stock is looking technically vulnerable on the charts. 

Company insiders have been selling quite heavily. Morningstar Research has a fair value estimate on the stock 

of just $6 a share. 

And at its current level the stock is selling at 34 times estimated 2010 earnings. 

We have a downside target of $7.20, and suggest a mental trailing protective stop initially set at 13. 
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 2007 2008 2009 2010 est 2011 est. 

Revenue $1.39 bil. $1.53 bil. $1.29 bil. $1.33 bil. est $1.45 bil.est. 

Earnings/share $.29 $.50 $.18 $.30 est  $.45 est. 

Data from Value Line Research 
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Name Buy or 

Short 

Sym-

bol 

Newsletter 

Issue 

Price in 

newsletter 

Avg Price  

Next Day 
Current Price Prof/

Loss 
Current Stop 

Goodyear Tire Sell Short GT 3-17-10 13.53 13.41 Hit stop, closed - 3.8%  

Office Depot Sell Short ODP 4-7-10 8.10 8.04 Took profit + 14.4%  

Amazon.com Sell Short AMZN 4-28-10 139.50 141.12 Took profit + 13.8%  

Jabil Circuit Inc. Sell Short JBL 4-28-10 16.04 16.14 Took profit + 23.4%  

United States Steel Sell Short X 5-19-10 49.30 46.92 39.11 + 16.7% 44.90 

Bank of America Sell Short BAC 5-19-10 16.31 15.66 14.57 + 7.0% 16.75 

Garmin  LTD Sell Short GRMN 5-19-10 34.26 33.40 29.26 + 12.4% 33.65 

Advanced Auto Devcs Sell Short AMD 6-9-10 8.00 7.89 7.48 + 5.2% 8.60 

Allstate Corp Sell Short ALL 6-9-10 28.61 29.44 29.01 +1.5% 33.60 

Autodesk Inc. Sell Short ADSK 6-9-10 27.13 27.03 24.58 + 9.1% 28.25 

Progress Energy Buy PGN 12-3-09 40.18 39.17* 39.22 + 0.2% 34.30 

Kraft Foods Inc. Buy KFT 1-13-10 29.23 28.87* 28.44 - 2.1% 26.41 

Alaska Air Group Buy ALK 2-3-10 33.26 32.10 Took profit + 27.8%  

Tellabs Inc Buy TLAB 2-3-10 6.63 6.44 Took profit + 19.6%  

Kimberly Clark Buy KMB 2-24-10 60.39 60.00 60.97 + 1.6% 53.65 

Energy Solutions Buy ES 3-17-10 5.97 6.01 Took profit + 21.6%  

Pitney Bowes Buy PBI 3-17-10 24.48 24.32 Closed out - 10.0%  

Apollo Group Buy APOL 3-17-10 64.01 64.80 Hit stop, closed - 15.4%  

Ecolab Inc. Buy ECL 4-7-10 44.70 44.56 45.06 + 1.1% 41.95 

Smart Balance Inc. Buy SMBL 4-7-10 6.32 6.32 Hit stop, closed - 9.8%  

Thoratec Corp. Buy THOR 4-7-10 34.16 33.92 Took profit + 28.5%  

AECOM Technology Buy ACM 4-7-10 28.69 28.67 Hit stop, closed - 12.7%  

Applied Materials Buy AMAT 4-7-10 13.58 13.40 Closed out - 7.5%  

M/I Homes Buy MHO 4-28-10 15.25 15.35 Hit stop, closed - 12.4%  

United Online Buy UNTD 4-28-10 8.10 8.12 Hit stop, closed -18.7%  

Brocade Commuicatns Buy BRCD 4-28-10 6.54 6.61 Hot stop, closed - 18.8%  

3M Company Buy MMM 4-28-10 88.24 89.32 Hit stop, closed - 10.2%  

EBay Inc. Buy EBAY 5-19-10 21.64 20.93 19.69 - 5.9% 19.25 

Wellpoint Inc. Buy WLP 5-19-10 53.40 51.96 49.57 - 4.6% 46.95 

Zoll Medical Products Buy ZOLL 5-19-10 30.07 29.17 Closed out - 8.0%  

Activision Blizzard Buy ATVI 6-9-10 10.52 10.58 10.60 + 0.2% 9.80 

Global Sources Ltd Buy GSOL 6-9-10 7.49 7.49 7.84 + 4.7% 6.82 

US Natural Gas Fund Buy UNG 6-9-10 8.01 8.04 7.67 - 4.6% 7.50 

Still ‘open’ previously featured stocks, plus as many previously featured stocks already closed as space allows. 
Note that * denotes cost has been adjusted for dividends received. Stops in blue are changed since last issue.  

Next issue:  July 21 


