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Special thank you to Pilar Ochi, Harvard ’08, for helping to put this Annual Report together! 

 

 

 

 

 

DISCLAIMER: Smart Woman Securities ("SWS") reminds you that nothing contained in this Annual Report constitutes tax or investment 
advice.  Neither the information, nor any opinion, contained herein constitutes a solicitation or offer by SWS to buy or sell any securities, futures, 
options or other financial instruments.  Decisions based on information contained in this Annual Report are your sole responsibility.  The information 
found herein is provided "AS IS" and without warranties of any kind, either expressed or implied.  By viewing the SWS Annual Report, you agree (a) 
that SWS shall not be responsible for any trading or investment decisions based upon such information, and (b) to hold SWS and its officers, directors, 
members, employees, agents and representatives harmless against any claims for damages arising from any decisions you make based on such 
information. To the fullest extent permissible pursuant to applicable law, SWS disclaims all warranties and liabilities, including, but not limited to: (i) 
any warranty of non-infringement of third-party rights, (ii) any implied warranties of merchantability and/or fitness for a particular purpose, (iii) any 
warranty regarding the accuracy, usefulness or completeness of the information, text, graphics, links or other items contained in the SWS 
publications, and (iv) all liability for errors and omissions in the SWS publications and for the use or interpretation by others of information contained 
therein.  You should make your own investigations and evaluations of an investment in any company or industry referenced in the SWS Annual 
Report. You should consult your own attorneys, business advisers and tax advisers as to legal, business, tax and related matters concerning any such 
companies or industries. Investment involves significant risks and you should have the financial ability and willingness to accept the high risks and lack 
of liquidity that may be inherent in such an investment. You should be aware that you may be required to bear the financial risks of investments for an 
indefinite period of time. No assurance can be given that any investment objective will be achieved or that you will receive a return of your capital. 
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letter from the founders 

 

In January 2008, the Smart Woman Securities (SWS) mission was projected into 

millions of households through a program on CNBC called Mad Money.  Jim Cramer 

lauded the strength of SWS and described the organization as “something we can all 

learn from.”  However, long before Mad Money, SWS had already established itself as a 

leading student group at Harvard University.  In late 2007, SWS expanded to 

Columbia University, and we plan to continue our movement to other college 

campuses in the near future.  

Over the past two years, SWS has directly 

impacted more than 500 students at 

Harvard through our programming, 

conferences, and special events, such as 

our trips to meet Warren Buffett.  

Through our education program, we 

work to identify students’ knowledge, 

confidence, and comfort level with 

investing. The results from our first two 

years of Seminar Series have been 

encouraging, with students indicating significant increases in comfort level and 

knowledge after going through the SWS program.  In early fall 2007, only 20% of 

students rated themselves to be more knowledgeable than their peers about investing; 

after participating in SWS, 80% of these students considered themselves to be more 

knowledgeable than their friends about investing.  (See more on the 2007 results on p. 

8) We are excited to continue the education process and build upon these results.  

Not only are students learning about investing in a traditional sense, but they are also 

given the opportunity to manage an investment portfolio.  After reaching returns as 

high as 13% in October 2007, the Harvard portfolio has performed well given the 

volatility of the markets, with a return of 5% vs. -9% (S&P) during the same time 

period.  Through the portfolio, students have seen tremendous gains through our top 

holding, China Mobile, as well as significant losses, through our minor stake in 
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E*TRADE.  We believe that these lessons contribute to the overall learning by SWS 

Research Teams, and further support the value of managing an actual investment 

portfolio with real-world implications.  More important than performance, we have 

seen growing confidence amongst SWS Associates with regards to investing. 

We have received an outpouring of 

support from the investment community 

including the contribution of time, 

knowledge, and financial resources.  As we 

continue to grow and expand to other 

college campuses, we look forward to 

continuing to work with men and women 

who support our mission. We have 

launched a $100,000 capital campaign to 

help fund our operations at Harvard and 

Columbia, as well as to contribute to our expansion to other college campuses.  

We hope that our 2007 Annual Report provides you with more information on our 

operations, chapter investments, and impact we are having on college campuses. We 

invite you to read more about our organization and its performance in this report.   

Sincerely, 

Tracy Britt    Teresa Hsiao 
Co-Founder    Co-Founder 
Smart Woman Securities  Smart Woman Securities 

 

If you are interested in supporting our cause, please visit our website at 

www.smartwomansecurities.com, where you can find more information 

about volunteering your time and making a donation.   

Smart Woman Securities is a 501c3 nonprofit organization. 
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overview of Smart Woman Securities 
 

After witnessing the lack of investment education for women on college 

campuses, Tracy Britt and Teresa Hsiao founded Smart Woman Securities at 

Harvard College in 2005. From their experiences in the business world and on 

campus, they realized that there were very few opportunities for women to 

collectively learn about investing in college.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  
Although a few investment organizations existed on Harvard's campus, Tracy and Teresa saw that 
most did not focus on education from the introductory level, but rather catered to students who had 
already been investing for years. Many women they spoke to expressed their unease at joining these 
organizations, due to a lack of financial knowledge. These investment clubs often seemed 
intimidating for someone who just wanted to learn. 
 
Thus, SWS' curriculum focuses on collective, dynamic 
learning through group lectures, breakout sessions, and team 
projects. Furthermore, having practical experience is an 
integral component to SWS' educational model. By giving 
women an opportunity to manage an investment portfolio 
while in college, an experience they otherwise might not 
have, SWS aims to take down that barrier of fear and 
intimidation that had previously deterred women from 
investing. 

SWS officially launched on campus at Harvard in Fall 2006, and has been rapidly expanding ever 
since. Today, SWS is a 501c3 nonprofit organization operating at Harvard University and Columbia 
University, with plans to expand to additional campuses in 2009.  

 

SWS mission 
 

Smart Woman Securities (SWS) 
seeks to provide undergraduate women 

with the skills necessary to make 
investment decisions through market 

education, exposure to industry 
professionals, and real-world financial 

experience. 

 

When I was younger and I would go to a family friend's 

house for dinner, I remember that all the men would sit 

around the TV and watch stock reports while the women 

would be gossiping and exchanging recipes in the kitchen. 

While we've come a long way in terms of gender equality, I 

think financial knowledge is one area where the gap is still 

huge, especially in cultures like the one I grew up in, where 

men are expected to control finances. I feel like I need to 

break past these barriers; I want to be financially 

independent after I graduate, and a huge part of this would 

involve knowing how to invest. 

 
- SWS Senior Analyst, Media Team, Harvard „09 

“ 

” 
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Our Model 

 
The SWS “learning-by-doing” model is based on several tenets which combine to form a 
comprehensive and cumulative curriculum which we believe is helpful in giving students a basic 
framework in which to learn about investing.  All our educational programs are supplemented by 
our mentoring initiatives, and culminate in real-life investment experience for the students. 

 

 
Our Structure 
 

 
At the national level, it is run by a Board of Directors responsible for overall policy and direction of 
SWS.  The Board of Directors delegates responsibility for day-to-day operations to the chapter 
organizations and staff.  The Board of Directors consists of the Chief Executive Officers of each college 
chapter, in addition to men and women who are interested in furthering the mission of the organization.   
 
All members of the Board of Directors are subject to SWS by-laws governing the organization, as well as 
Board Policies that have been implemented across the organization.   
 
At the chapter level, SWS is run completely by students.  Each chapter is required to abide by the general 
principles set forth by the Board of Directors.  SWS student leaders manage all operations of the chapter 
in accordance with SWS by-laws. 
 

¶ College chapters consist of an Executive 
Board that oversees the operations of that 
chapter’s activities.  The Executive Board at 
each chapter manages the day-to-day 
operations of SWS, including school-wide 
educational programs, mentoring initiatives, 
and the investment fund.   

¶ Each college chapter maintains its own 
Investment Board comprised of students in 
the chapter. The Investment Board makes all 
investment decisions for the investment 
portfolio at each chapter, acting on the behalf 
of all student members.  

¶ Research Teams serve as the think tank at 
each chapter, conducting research within 
industries and making stock 
recommendations to the Investment Board.  
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                 letter from the 2007 SWS Harvard CEO 
 

In 2007, SWS Harvard delivered on a promise to give undergraduate women the opportunity to 

have a real-life investment experience without personal financial contribution.  In the spring 

semester, the first class of SWS Associates applied for positions on Research Teams, the Investment 

Board and the Executive Board.  These new leaders of the Harvard Chapter oversaw events and 

activities that would outlast their tenure, further contributing to the slate of SWS programs. The 

Executive Board planned activities such as “Fidelity Day on the Job” which gave members the 

opportunity to test out asset management as a career and meet some of Fidelity’s best portfolio 

managers. To cap off the spring semester, the Harvard chapter invested its first $10,000 in choice 

stocks after analyzing and debating recommendation reports from Research Team members.    

The organization gained solid credibility and recognition from past successes and greeted 

undergraduates in fall 2007 with recruitment. Over 100 women attended seminars in the Educational 

Program led by Preston McSwain (SVP, Neuberger Berman) and Morgen Peck (Analyst, Fidelity 

Investments).  The improved 10-week series took students from “What is a stock?” through 

accounting and valuation, to a stock pitch.  At the end, students synthesized the tools and lessons 

from the seminars to produce a comprehensive investment report.  In October, 90 students trekked 

to Omaha, Nebraska for the second annual Warren Buffett Trip.  In November, SWS Harvard 

reached out to the entire campus for the first annual Investment Conference.  Over 150 

undergraduates attended the conference, which featured personal and professional finance 

workshops and panels.  At the same time, the SWS Research Teams continued to look for 

investment opportunities and make stock pitches during the year.  The fall semester was capped off 

with another $7,000 portfolio allocation by the Investment Board.  The following sections will give a 

comprehensive look at how and why these investment decisions were made. 

By all accounts, SWS has achieved an unparalleled status as an organization on campus and will 

continue to innovate upon the original model.  With our official student group recognition from 

Harvard College, we will now be able to expand our resources and as a result, educate more 

undergraduate women.  Moreover, we continually act upon member feedback.  Some prioritized 

improvements for 2008 include: tweaking the Educational Program to appeal to all participants 

along the spectrum of financial literacy and knowledge, expand and concentrate Research Team 

training, fundraise independently to relieve financial dependence on SWS National, and hold more 

campus-wide events like the Investment Conference.   

For the past three years, we have sought to make the market the ultimate meritocracy, and it paid off 

in 2007.  The outlook of SWS in 2008 promises to yield more success stories and we are excited to 

continue building and improving SWS at Harvard!  

 

Sincerely,  
 
Jane Fang 
Chief Executive Officer 
SWS Harvard 2007  
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2007 SWS Harvard chapter year in review 

educational programs 
 

“A wonderful experience which will positively change my life.  And, I finally can talk to my dad about 
something, and actually hold my own.” – SWS Associate, 2007 

 

Seminar Series  

 
In Fall 2007, SWS kicked off the second annual Seminar Series at 
Harvard.  The Personal Finance Workshop led by Preston 
McSwain saw over 100 students attend the first three introductory 
seminars.  The next four weeks, led by Morgen Peck, were 
dedicated to learning about investment research, as well as more 
advanced topics, including financial statement analysis and 
valuation.  At the same time, prospective SWS Associates were 
split into Investment Project teams and given a stock to follow.  
The last two seminars were led by guest lecturers from Sankaty 
Advisors and Lehman Brothers, covering the macroeconomic 
environment and alternative investments, respectively. Finally, the 
last seminar was dedicated to showcasing the results of the 
Investment Project.  Findings from the 2007 Seminar Series are 
shown in the sidebar on the right.  At the end of the semester, 
over 50 students were introduced as new SWS Associates.  

 

Warren Buffett Trip 

Over 200 men and women from Harvard have attended our 2006 
and 2007 trips to meet Mr. Warren Buffett in Omaha, Nebraska. 
In October 2007, SWS brought 90 Harvard students to Omaha in 
its second trip to meet Mr. Buffett.  In addition to having a lunch 
and Q&A session with Mr. Buffett, students also had the 
opportunity to tour Berkshire Hathaway and visit companies in 
the Omaha area, including Omaha Steaks and Union Pacific. 

Investment Conference 
 

The first annual SWS Investment Conference in November 2007 
brought together over 150 students and professionals in an 
afternoon dedicated to investment education. The Conference, 
consisting of panels and workshops, catered to both students who 
wished to learn about investment careers as well as students who 
were interested in investing for their personal knowledge.  Held at 
the Faculty Club, students were exposed to investment 
professionals from sponsoring firms, Sankaty Advisors, Lehman 
Brothers, Morgan Stanley, Fidelity Investments.  
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2007 SWS Harvard chapter year in review 

investment process 

All SWS Investment Funds currently focus on domestically-traded equities, operating with a one-year outlook. All 

investment decisions are made solely by students, and all returns from the fund will either be reinvested in the fund, 

allocated to cover operational expenses, or donated to a 501c3 public charity. No students or contributors may profit 

from the fund.  

 

Research Teams Select Stocks to Pitch 
 
In early Spring 2007, all Research Teams began familiarizing 
themselves with their selected industry by creating an Industry 
Report, which included industry-specific valuation metrics, 
trends/industry drivers and descriptions of key players within the 
industry.  In addition, each Analyst tracked news in her sector, 
which she shared with her Research Team on a weekly basis.   
 
Analysts reviewed valuation methods covered in the SWS 
educational seminar series and presented additional industry 
specific-information to their Research Teams on a weekly basis.  
SWS also organized presentations on valuation methods by 
industry professionals. 
 
In general, Research Teams began by assigning each Analyst to 
cover a sector within the industry.  After submitting lists 4-5 of 
potential stocks to pitch, Analysts begin in-depth research on 2-3 
stocks, focusing on features that rendered these stocks attractive compared to peers within the 
sector.  Importantly, Analysts continued tracking at least one other company in order to ensure that 
they had high quality stocks to pitch on their assigned presentation dates, regardless of earnings 
announcements or other current events affecting stocks.  
 
Research Teams independently selected stocks to pitch.  Each team’s Senior Analyst guided her 
Analysts’ strategy for picking a stock to pitch.  For example, the Consumer Senior Analyst, Kayley 
Laren, led her team in 1) contemplating the state and trajectory of the U.S. economy, 2) selecting 
sectors to focus on depending on the elasticity of demand for their products and services, and 3) 
selecting companies with strong businesses, attractive valuations and catalysts that “would force the 
market price to converge on the intrinsic value,” such as acquisitions or restructuring. 
 
During the course of a semester, each Analyst pitched one stock to the Investment Board and 
prepared a supplementary, roughly 10-page, description of the stock, containing descriptions of the 
company and its sector, discussion of primary competitors, assessment of recent financial 
performance, valuation of the stock and identification of key risks and opportunities associated with 
investing in the stock. 
 

 

industries covered 

in 2007 

 

Consumer 

Healthcare 

Financials 

Media 

Technology 
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Investment Board Chooses Stocks to Buy 

 
The Investment Board met on a weekly basis to hear and discuss 2-4 stock pitches.  Investment 
Board Members familiarized themselves with the stocks to be pitched by reading Analyst’s written 
descriptions of the stocks to be pitched before each meeting.  Each 10-minute pitch was followed by 
5 minutes for Investment Board Members to question the Analyst pitching, and 10 minutes for 
Investment Board Members to discuss and identify the risks and opportunities associated with 
investing in the stock.  Risks and opportunities were recorded.  Questions unanswered by the 
Analyst were forwarded to her, who researched answers in preparation for semi-annual portfolio 
allocation. 
 
The Investment Board voted on stocks to buy and invested on a semi-annual basis.  The purpose of 
portfolio allocation meetings was to exchange information that could affect how Investment Board 
Members voted to allocate funds.  Investment Board Members gathered thoughts collected over a 
semester’s worth of meetings by creating a personal ideal portfolio allocation (stocks to buy and 
their percentage of the total portfolio) in preparation for the final portfolio allocation meeting.  Over 
the course of the meeting, Investment Board Members presented and participated in discussions 
that could shape their portfolio allocation and then submitted a final, personal portfolio allocation.  
These final, personal allocations were then averaged across Investment Board Members to arrive at 
the final investment decision. 

 
Portfolio allocation meetings began with an 
overview of the economy, including 
information on interest rates, exchange rates, 
consumer confidence, labor markets and 
other recent events that have affected the U.S. 
and world economies.  Next, each Analyst 
presented an overview of recent events 
relevant to understanding the state of her 
industry, such as the sub-prime mortgage 
crises for the financial industry or the 
financial instability of the U.S. healthcare 
system for the healthcare industry.  Each 
member of the Investment Board presented 
arguments for buying a stock and arguments 

against buying a different stock.  Arguments incorporated the risks and opportunities identified by 
the Investment Board throughout the semester as well as additional research performed after the 
pitch by Associates in response to the Investment Board’s outstanding questions and any recent 
events with potential ramifications for the stock under consideration.  Continual research by the 
Analyst was crucial since the Investment Board invested on a semi-annual basis instead of after each 
round of stock pitches.   
 
After this briefing, Investment Board Members participated in a preliminary round of voting.  Each 
Investment Board Member rated each stock a hold, weak buy, or buy.  Investment Board Members 
who felt uncomfortable voting for personal or professional reasons (such as recent access to 
confidential information through an investment banking summer internship) abstained from voting. 
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The preliminary round of voting established a baseline portfolio.  The Investment Board next held 
an open, round-table discussion debating adjustments to the baseline portfolio.  This gave 
Investment Board Members the opportunity to target their arguments at aspects of portfolio 
allocation where their opinions differ from those of their colleagues.  Discussion typically lasted one 
hour, though continued as long as the Investment Board felt need for discussion.  Finally, each 
Investment Board Member submitted a final portfolio allocation, describing the percentage of funds 
to be allocated to each stock under consideration.  Investment Board Members who abstained from 
voting on a certain stock assumed the results of the first round of voting for that particular stock.  
The percentages of funds to be allocated to individual stocks were averaged across Investment 
Board Members to arrive at the final portfolio allocation.  For a full description of the Investment 
Board’s voting process, see following section “Investment Board Voting.” 

 
 

2007 SWS Harvard chapter year in review 

investment portfolio 
 

 

 

Overview 

 
In 2007, we launched our investment fund at Harvard with $17,000 in initial funding.  We had two 
rounds of investing, in May and December 2007.  Currently, 41% of our portfolio consists of 
technology stocks, 20% consumer, 20% healthcare, 14% finance, and 5% media.   
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Fund Performance 
 
As all SWS investment funds operate with a one-year outlook, we are thereby withholding general commentary on the performance of stocks 
most recently invested in, from our second round in December 2007. However, the following Stock Profiles section will include our reports on 
those stocks invested in December 2007. 

 
Our May 2007 round of investing has produced some winners, including our top holding, China 
Mobile (CHL), which has risen 67% over our “Buy” price at $45.99.  However, we have also been 
hit by subprime and mortgage woes, incurring heavy losses with our investment in E*TRADE 
(ETFC), which has gone down in value by -81%.  Our initial 7% investment in ETFC has thus been 
diminished to less than 1% of our portfolio.  Nevertheless, the top four stocks which we weighted 
most heavily in May (CHL, HCP, TEVA, CVS) have all positively outperformed the market during 
this time period. Given the tough financial environment over the past few months, we are generally 
satisfied to have performed well compared to the S&P.  
 
As of 4/3/08, our May holdings are up 4.7%, versus the S&P 500, which is down -9% during the 
same period. 
 
 

Individual Stock Performance 
 

All figures as of market close on 4/3/08.  May 2007 stocks only. 
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Performance by Industry 
 

All figures as of market close on 4/3/08.  May 2007 stocks only. 

 
 
While three out of our five Research Teams produced positive results in May, the Finance team was 
hurt by the investment in E*TRADE, and the Media team’s lone investment was in Disney, which is 
down more than 10% since May.  Otherwise, investments in Technology, Healthcare, and 
Consumer have produced positive results since May.  

 

 
 
There have been many lessons borne out of our first year investing with SWS.  In the coming year, 
we are increasing our emphasis on training within the Research Teams.  All of the students 
participating in the Research Teams have gone through the fall Seminar Series with SWS, but many 
students still lack the knowledge of investing with real-world implications.  As the organization 
grows and matures at Harvard, we believe that formal training sessions, coupled with the actual 
investment experience, will greatly benefit current and future SWS Analysts in picking judicious 
investments for the SWS portfolio. 
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2007 SWS Harvard chapter year in review 

stock profiles 
 

All charts as of market close on 2/15/08. 

 

Altria Group, Inc. (NYSE: MO) 
6.9% of Current Portfolio 

 
Altria Group, Inc. was founded in 1919 and is headquartered in New York, NY.  Through its 
subsidiaries, namely Philip Morris International, Inc. and Philip Morris USA Inc., Altria 
manufactures and distributes cigarettes and other tobacco products to wholesalers and large retail 
organizations worldwide.  Philip Morris International produces seven of the top 20 best-selling 
global cigarette brands and Philip Morris USA is the largest tobacco company in the U.S., with half 
of the market’s retail share.  Altria’s market cap is $163.45B.  Additionally, Altria has a 28.6% stake 
(with voting rights) in UK-based SABMiller, one of the world’s largest beer brewers, which notably 
makes the Miller brand.  Altria also holds 100% of the shares outstanding of Philip Morris Capital 
Corporation, an investment company that makes leveraged and direct finance lease investments and 
other tax-oriented and third party financing. 
 

Why We Invested in December, 2007: 
 

1. Low volatility industry 

 
With the present economic uncertainty, the tobacco industry is a great defensive play, as people 
are less likely to change their consumption patterns; demand is more inelastic.  Additionally, 
Altria pays a sizable dividend—its forward annual dividend yield is 3.90%—and investors are 
increasingly drawn to stocks that pay out high dividends in a poor macroeconomic environment.  
As Altria is less sensitive to macroeconomic pressures, it is also less volatile relative to the rest of 
the market, with a beta of 0.27. 
 

2. Dominant brand and attractive valuation relative to competitors 
 

While the tobacco industry is a good investment given the present economic situation, Altria is 
particularly attractive owing to its relative valuation and brand strength.  Altria’s valuation 
metrics are more attractive than those of its chief domestic and international competitors.  Altria 
has a P/E of 15.53, as compared with RAI at 17.25, CG at 17.72, and BTI at 18.31.  Moreover, 
Altria owns the Marlboro brand, which generates more sales volume than the next 10 leading 
domestic brands combined, and the next 7 leading international brands combined.  
 

3. 2008 spin-off of Philip Morris International 
 

The spin-off of PMI, scheduled to take place in March 2008, should unlock shareholder value, as 
the overseas market, particularly in emerging markets like Asia and South America, is growing 
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rapidly. Overseas cigarette volume should grow 1-3% annually overseas, and PMI, with its 
strong brands, is positioned to benefit from this trend.  Already, Altria has 60% of the market 
share in Latin America, one of the fastest growing markets.  Moreover, Altria has access to the 
largest cigarette market in the world (around 1/3 of the total), China, through an agreement with 
China National Tobacco.  A spin-off will also allow PMI to pursue a more vigorous growth 
strategy, acquiring local brands, and entering into more direct competition with BTI.  
Additionally, the spin-off will free PMI from the risk of domestic litigation and regulation, and 
investors will respond favorably. 
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Analog Devices, Inc. (NYSE: ADI)  
2.0 % of Current Portfolio 
 
ADI produces high-performance analog, mixed-signal, and digital-signal processing integrated 
circuits.  Its products are used in industrial, communications, computer and consumer applications.  
The firm derives more than two thirds of its revenue from converters and amplifiers and about 20% 
from DSP products.  Ray Stata is co- founder, former CEO and current Chairman of ADI and also 
serves as a trustee of the Massachusetts Institute of Technology.  ADI is headquartered in 
Cambridge, Massachusetts and has a market cap of $8.47 billion. 
 

Why We Invested in May, 2007: 
 

1. Large market share in 3G phones 
 
ADI has introduced the dual 14-bit analog-to-digital converter to achieve sampling rates of 150 
mega samples per second. This technology supports all third-generation (3G) base station 
wireless standards, including W-CDMA, CDMA2000 and TD-SCDMA.  Two-thirds of the 

Recommendation:  
Buy at $77.80 
 on 12/6/07 
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world's 3G cell phones, most of them in Asia, use ADI's semiconductors. Nearly half of ADI’s 
sales come from Asia.  Chip sales in China alone exploded 73% last year. 

 

2. 2007 Expansion into Asia 
 

In 2007, ADI will open a joint design laboratory located in Shanghai to develop reference 
designs for China's mobile TV market and provide complete front-end solutions, from the 
antenna through the tuner to the demodulator to the MPEG2 TS interface. This expansion will 
allow original equipment manufacturers and original design manufacturers to quickly equip 
mobile terminal products such as portable media players.  China is the third largest country 
market in the world today for semiconductors, and enjoys the world’s highest growth rate. 
Semiconductors are the second largest U.S. export to China and China’s number one import.  
The World Semiconductor Trade Statistics foresees a continuously growing demand for 
electronic products such as PCs, digital consumer appliances and mobile communications, 
enhanced by the increase of semiconductor content per installed system. 
 

3. High barriers to entry in the semiconductor industry 
 

The technological expertise and infrastructure required to manufacture ADI’s semiconductors 
represents a high barrier to entry, discouraging competition.  ADI’s complete focus on 
semiconductors distinguishes it from its competitors. 
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AU Optronics Corporation (NYSE: AUO) 
6.5% of Current Portfolio 
 
AU Optronics Corporation was formed in September, 2001 by the merger of Acer Display 
Technology, Inc. and Unipac Optoelectronics.  The company develops, manufactures, and markets 

Recommendation:  
Buy at $38.60 
 on 4/22/07 
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thin-film transistor liquid crystal display (TFT-LCD) panels, which are used for a multitude of 
applications, including notebook computers, desktop monitors, consumer electronics products, 
digital cameras, camcorders, car TVs and navigation systems, and liquid crystal display (LCD) 
televisions. AUO’s chief buyers are original equipment manufacturing service providers. The 
company has a market cap of $15.61 billion. 

 

Why We Invested in December, 2007: 
 

1. Expansion into solar panel market 
AUO is planning to explore the solar panel market by modifying their older LCD panels.  
Demand for solar panels is increasing and the market has, for the most part, not been 
penetrated. Currently, the company is contacting solar panel equipment suppliers until its LCD 
panel production process can be modified for solar panel manufacture. 

 

2. Wide range of product offerings 
 
One of AUO’s key marketing strategies is its capability to produce LCDs as small as 1.5" and as 
large as 65". Beyond LCD TVs, these panels can be used in applications for mobile phones, car 
navigators, digital frames, LCD monitors, notebook PCs, and internet appliances. 
 

3. Development of new technology 
 
AUO’s recent technological developments include a new transflective LCD that increases power 
efficiency as well as readability in both indoor and outdoor lighting conditions. The new LCD is 
also lightweight and can be used in ATMs. Additionally, AUO has modified its products to 
increase the durability of thin panels. Furthermore, its newly developed reverse scan technology 
will also improve coloring from lower viewing angles.  
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Recommendation:  
Buy at $2.27 
 on 12/7/07 
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China Mobile Limited (NYSE: CHL)  
14.1% of Current Portfolio 
 

 
China Mobile offers wireless services and value added services to over 6.5 million phone users 
across China, compared to the U.S.’s current total 243 million phone users.  The investment holding 
company is based out of Hong Kong, China and specializes in telecommunications, operating 
mobile communication services throughout thirty-one of China’s provinces. According to the 
company website, China Mobile “operates not only basic mobile voice services but also value-added 
services such as data, IP telephone and multimedia. It operates internet services and the international 
gateways,” and manages reputable brands. With a market cap of $294.45 billion, it is the largest 
wireless service provider in the world.   
 

Why We Invested in May, 2007: 
 

1. Growing Chinese per capita income 
 
China’s per capita income is growing at an enormous rate: one estimate suggests that by 2025, 
40% of China’s population will be considered middle class. As wireless phones and value-added 
services are “signs of prosperity”, those entering the middle class will be attracted to wireless 
services. 

 

2. Promising 3G development 
 
The term “3G” refers to third-generation mobile communications technology capable of 
simultaneously transmitting both voice and non-voice data. The typical example of such a 
capability is video messaging, in which both video and voice data are sent wirelessly. China is 
championing TD, a time-division CDMA network standard in an effort to depart from Western 
standards and skirt Qualcomm’s CDMA license fees. Wall Street analysts expected China Mobile 
to delay 3G expansion until after the 2008 Beijing Olympics, but news this month indicates that 
the company is expected to contract out its network construction in the near future. We believe 
CHL’s ahead-of-expected move will boost consumer expectations 

 

3. Penetration of rural market 
 

China Mobile is working on expanding into the Chinese rural market because demand for 
wireless services in the Chinese countryside has increased greatly and expected usage outpaces 
the costs of providing rural service. The company is receiving local government support for 
network construction and will likely receive a tax break from the national government as part of 
the rural economic development incentive program. 

 



19 
 

% Change in Stock Price

-0.2

-0.15

-0.1

-0.05

0

0.05

0.1

0.15

0.2

May-07 Jun-07 Jul-07 Aug-07 Sep-07 Oct-07 Nov-07 Dec-07 Jan-08

CHL S&P 500

 
 
 

CVS Caremark Corporation (NYSE: CVS)  
6.2 % of Current Portfolio 
 
CVS/Caremark Corporation operates around 6,200 retail drugstores and specialty pharmacy stores 
in the United States.  In addition, the company offers pharmacy benefit management services, 
through PharmaCare and the recently merged with Caremark Rx.  The company gains 95% of its 
sales from the retail pharmacy business, of which prescription drugs make up 70%.  The company is 
based in Woonsocket, Rhode Island and was founded in 1892.  With a market cap of $57.95 billion, 
it leads the drugstore sector, with its closest competitor, Walgreens, having a market cap of $36.27 
billion. 
 
 

Why We Invested in May, 2007: 
 

1. 2007 merger with Caremark Rx 
 

The merger joins a leading pharmacy chain and leading pharmacy benefits manager.  Analysts 
anticipate the merger should drive CVS’ operating margins up from 5.6% in 2006 to about 6.5% 
in 2008, and even higher long term.  In addition, the merger increases CVS’ presence in the 
pharmacy and healthcare business. 

 

2. Growing demand for pharmacy services 
 

An aging American population and increasing dependence on prescription drugs to treat medical 
problems predict future health of the drug store business. Additionally, studies show 1 out of 3 
people makes an additional purchase when picking up medication.  The accompanying increase 
in high-margin offerings of CVS’ “front” stores should add to sales growth. 

 

Recommendation:  
Buy at $45.99 
 on 4/13/07 
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3. Low volatility industry 
 

CVS/Caremark derives most of its revenue from the sale of goods with a relatively inelastic 
demand.  Its beta is historically lower than that of the S&P 500.  This is especially important in 
view of the U.S. economy’s uncertain health. 
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E*Trade Financial Corporation (NASDAQ: ETFC)  
0.8 % of Current Portfolio 

 
ETFC is a global financial services company.  It operates in two segments: retail and institutional. Its 
primary retail products and services consist of investing and trading, banking and lending products. 
E*TRADE primarily provides services through its website.  It offers, either alone or with its 
partners, branded retail websites in the US, Canada, Denmark, Germany, Finland, France, Hong 
Kong, Iceland, Italy, Sweden, the UAE and the UK.  It also provides these services over the phone 
or in person through its 24 E*TRADE Financial Centers.  In 2006, ETFC completed the purchase 
of Retirement Advisors of America, Inc., a Dallas, Texas-based investment advisor.  Incorporated in 
1982, ETFC is headquartered in New York, New York and has a market cap of $2.36 billion. 
 

Why We Invested in May, 2007: 
 

1. Diversified product offering 
 
ETFC’s investing and trading division provides automated order placement, execution of 
securities trades, quick transfer, wireless account access, extended hours trading, quotes, research 
and advanced planning tools. Banking products include checking, savings, money market 
accounts and certificates of deposit.  Lending products include mortgages, home equity, loans 

Recommendation:  
Buy at $34.97 
 on 4/22/07 
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and credit card products. Institutional products include market making, execution services and 
direct market access.  
 

2. Consistent and steady growth 
 

ETFC has experienced consistent and steady growth in revenues, net income and diluted EPS 
since 2002.  ETFC’s derivation of the bulk of its revenue from the internet allows it to maintain 
low operational and expansion costs (compared to traditional branches and phone services).  Its 
relatively low trade execution fees and internet platform offers online bill pay, quick transfer and 
unlimited automated teller machines (ATM) transactions on eligible accounts and wireless 

account access. 
 

3. Synergies from potential merger with Ameritrade 
 

The potential merger between ETFC and TD Ameritrade would create economies of scale that 
increase EPS.  According to Deutsche Bank, a merger could “result in 1/3rd EPS accretion with 
1/3rd cost savings, resulting in an exceptional pretax margin of 65%. We estimate roughly every 
10% in incremental cost reductions would increase EPS for the combined company by about 15 
cents (10%). Our base case scenario assumes a 1/3rd decline in combined expenses and a 5% 
reduction in combined revenue, resulting in 1/3rd EPS accretion for TD Ameritrade.” 
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Flowers Foods (NYSE: FLO) 

4.4% of Current Portfolio 
 
Flowers Foods, Inc., which produces and distributes bakery products in the United States, was 
founded in 1919 and went public in 1968. The company, which now has more than 30 bakeries and 
approximately 7,800 employees, consists of two primary operating groups. The first, Flowers Foods 
Bakeries Group, produces a variety of bakery products in the southeastern, southwestern, and mid-

 

Recommendation:  
Buy at $22.01 
 on 4/27/07 
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Atlantic regions of the U.S. This group provides goods that reach nearly 35% of the U.S. population 
through a unique direct-store-delivery (DSD) system. Its major branded products include Nature’s 
Own, Cobblestone Mill, Mary Jane, BlueBird, and Dandee, and these brands have the leading share 
of sales in packaged foods in terms of both dollars and units. The second group, Flowers Specialty, 
produces snack cakes for sale to retail and vending customers, as well as other bakery goods to retail 
and foodservice customers. These products are delivered nationally through mass merchandisers and 
warehouse and vending distribution. The company has a market cap of 1.88B.  

 

Why We Invested in May, 2007: 
 

1. Strong brand recognition 
 

In an incredibly competitive industry where brand recognition and loyalty play an important role 
in managing competition, Flower Foods maintains an advantage over its competitors with its 
well-recognized brand names. Its Nature’s Own brand is the top-selling brand in the soft bread 
category.  
 

2. Efficiencies that allow it to maintain a competitive edge 
 

Flowers Foods has maintained its position as a leader in the industry with exceptional and 
constantly-evolving distribution and information systems. It has a unique Direct Store Delivery  
system, which involves intimate contact between the company and its customers to ensure that 
inventory levels remain adequate, and scan-based trading, which allows the company to track 
and monitor sales and inventories.  
 

3. Demonstrated ability to accommodate consumer preferences 
 

FLO responded quickly to the recent demand for health-conscious products by modifying its 
products to include whole grain and sugar-free ingredients. Additionally, FLO has begun using 
Spanish in its product packaging to target the growing Hispanic consumer population.  
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Recommendation:  
Buy at $31.45 
 on 4/13/07 
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GlaxoSmithKline plc (NYSE: GSK)  
2.1% of Current Portfolio 

 
GSK engages in the discovery, development, manufacture, and marketing of pharmaceutical and 
consumer health-related products. It operates in two segments, Pharmaceuticals and Consumer 
Healthcare. The Pharmaceuticals segment manufactures prescription drugs and vaccines.  The 
Consumer Healthcare segment offers over-the-counter medicines, oral care, and nutritional 
healthcare products.  The company has strategic alliance with Theravance, Inc. to develop and 
commercialize medicines. GSK operates in the US, Canada, Japan, Asia Pacific, Europe, Middle 
East, Latin America and Africa. In the pharmaceutical industry, GSK is the second leading company 
in sales, right after Pfizer. Its global sales come to approximately $18 billion per year, and U.S. sales 
are responsible for $9.3 billion.  The company was founded in 1935, headquartered in Brentford, 
UK and has a market cap of $118.76 billion. 
 

Why We Invested in May, 2007: 
 

1. Strong and diversified product portfolio 
 
No drug comprises of more than 15% of GSK’s revenues.  GSK’s current portfolio includes top 
selling drugs such as Seretide/Advair (for asthma and chronic obstructive pulmonary disease), 
Avandia (for diabetes), Lamictal (for epilepsy and bipolar disorder), Wellbutrin (an anti-
depressant), Zofran (to prevent nausea and vomiting associated with chemotherapy and 
radiotherapy for cancer), Valtrex (for herpes); Coreg for heart disease; Imigran/Imitrex for 
migraine and cluster headache, and Flixotide/Flovent (an inhaled steroid for asthma) Lucozade 
energy and sports drinks, Aquafresh and Sensodyne toothpastes and mouthwashes and Ribena 
juice.   
 

2. Promising pipeline 
 

As of February, 2007, it had 158 projects in clinical development.  The FDA approved Tykerb 
(oral breast cancer therapy) in March, 2007.  The FDA is currently evaluating GSK’s treatments 
for avian flu, weight loss and cervical cancer.   

 

3. No looming patent issues 
 
Unlike most of its competitors, GSK’s primary revenue drivers are not threatened by patent 
expirations.  GSK’s most popular drug is Advair, an asthma medication which is the fourth top-
selling drug in the U.S.  In anticipation of Advair’s patent expiration in February, 2008, GSK is 
developing a replacement drug.  GSK is also developing a drug to replace Imitrex, for migraines, 
whose patent expires in June, 2007. 
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Google Inc. (NASDAQ: GOOG) 
6.3% of Current Portfolio 

Google is a global technology services provider that offers a general web search engine and other 
search services including image search and news search. Non-search related services and products 
that the company offers include Gmail, Google Scholar, Google Books, Google Maps, Picasa, 
Google News, and Google Earth. Over the past year, Google acquired YouTube, which allowed the 
company to expand into the market of online video.  

Google generates revenue primarily through online advertising and is the industry leader by far in 
doing so. Other businesses use its AdWords program to promote their products and services with 
targeted advertising. The company also generates revenue via its Adsense program, through which 
third party websites that comprise the Google network deliver relevant advertisements that generate 
revenue. Headquartered in Mountain View, California, Google has a market cap of $231.17 billion. 

Why We Invested in December, 2007: 
 

1. Leading position in the online advertising industry 
 

Google maintains a 61% share of the global paid search market; its main competitor Yahoo has 
only a 14% share. Additionally, Google has among the highest return on assets (20.64) in both 
its industry (3.92) and across the S&P500 (8.74), indicating that the company management is 
highly effective at generating profit. 
 

2. Expansion into mobile and international markets 
 

Recommendation:  
Buy at $58.12 
 on 4/13/07 
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Google’s new initiative in the market of mobile phones and services with its Open Handset 
Alliance and Android platform could prove to be very promising. Indeed, portable internet 
access devices are hugely preferred to personal computers in developing nations, where the 
highest numbers of untapped internet usage potential is to be found.  There is huge potential for 
expansion into markets in developing countries: the internet penetration rate for developing 
Asian countries and other countries outside of North America is expected to increase 
substantially by 2010. Currently, the percentage of users in Asian countries is as low as 13% in 
India (although China has a substantially high penetration rate), but is growing at rates up to 
1000%. Clearly, there is great potential for Google to entrench itself in these emerging markets 
and use this base to generate profit in the upcoming years. 
 

3. Expansion into the social networking market 
 

Google recently launched a new social networking platform, OpenSocial, which enables 
developers and third-party companies to develop programs that work across different partner 
networks like MySpace and Facebook.  
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HCP, Inc. (NYSE: HCP) 
7.4 % of Current Portfolio 
 
HCP is the largest health care Real Estate Investment Trust (REIT) in the U.S.  It owns over 521 
medical properties in over 42 states.  HCP focuses on leasing its facilities to experienced operators in 
a long-term basis.  Its investment strategy is centered on three main points: diversification (of 
property holdings and their geographic locations), conservative balance sheet (to ensure that HCP 
can take advantage of any valuable investment opportunity) and opportunistic lending (acquiring the 
best properties).  The company is based in Long Beach, CA and has a market cap of $6.44 billion. 
 

 

Recommendation:  
Buy at $663.97 

 on 11/9/07 
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Why We Invested in May, 2007: 
 

1. Growing demand for healthcare and senior housing facilities 
 

Population growth, especially of the elderly, represents a growing demand for health care and 
senior housing facilities.  The privatization of health care would augment this trend. 

 

2. Relatively safe way to invest in a REIT 
 

REITs have produced record returns recently (U.S. REIT index has outperformed all other 
major equity indices for the last seven years), but recent problems in the housing market have 
exposed the risks inherent in REITS.  Long-term lease agreements and focus on health care 
properties, which tend to have low turnover rates, should protect HCP from the slump in the 
housing market.  Diverse types and geographic locations of property holdings and conservative 
balance sheet (at the end of 2006, HCP had no long-term debt and $60 million in cash and 
equivalents after purchasing $500 million in property during the fourth quarter) also decrease the 
risk of HCP as an investment.   

 

3. High revenue growth 
 
HCP’s revenue increased by nearly 50% ($200 million) in 2006, resulting in net income increase 
of nearly 150%.  Since 2001, revenues have nearly tripled and gross profits have nearly doubled.  
While revenue growth rates are expected to decrease as the housing markets cool, analysts 
expect HCP revenue to continue increasing at around 20-30%, thereby driving profit. 
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Recommendation:  
Buy at $36.25 
 on 4/05/07 
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Infosys Technologies Ltd. (NASDAQ: INFY)  
4.0 % of Current Portfolio 
 
INFY is a global technology services firm that provided customized software solutions for clients - 
creating new applications and enhancing the functionality of existing software.  Its services include 
consulting, design, development, software re-engineering and maintenance, systems integration, 
package evaluation, and implementation and infrastructure management services.  Each project 
typically involves all aspects of the software development process, from designing, prototyping, and 
programming, to module integration and installation of the custom application.  Infosys has over 
72,000 employees worldwide and subsidiaries in Australia, China, India, and North America.  It is a 
pioneer in offshore outsourcing of software services: it operates using a Global Delivery Model, 
which allows it to accelerate schedules, and expand the work day to 24 hours.  Co-founder and CEO 
Kris Gopalakrishnan heads INFY.  He has a Masters of Science in Physics and a Masters of 
Technology in Computer Science from the Indian Institute of Technology.  INFY has a market cap 
of $23.53 billion and is headquartered in Bangalore, India. 
 

Why We Invested in May, 2007: 
 

1. Global operations achieve efficiency 
 

Infosys operates using a Global Distribution Model, which allows it to operate around the clock, 
service clients all around the globe and achieve economies of scale.  It has been one of the 
pioneers of software outsourcing.  As the IT market becomes increasingly more global, this 
operations model will help Infosys expand its market share and earn profits.   
 

2. Industry consolidation represents opportunity for market leaders 
 
Infosys is a well-established and diversified leader with a recognized brand in the enterprise 
software market.  As it expands and becomes more competitive, the enterprise software industry 
is expected to consolidate.  Large software providers with established bases are more likely to be 
able to deeply penetrate existing customers more cheaply and grow through acquisitions. 
Standard and Poor’s estimates that the large diversified software vendors are the ones who will 
reap the most benefit from consolidation in the coming years. 
 

3. Growing demand for customized application software 
 

As we increasingly witness growth of the enterprise software market, companies like INFY, 
which offer customized software at low prices, will be well suited to gaining clients. Infosys has 
consistently serviced clients with unique and customized solutions.  
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Invesco Ltd. (NYSE:IVZ) 
5.6% of Current Portfolio 
 
IVZ is one of the largest independent global asset managers with more than $507.2 billion in assets 
under management. The group offers asset management for retail, institutional, and high-net-worth 
clients.  IVZ is present in the retail and institutional asset management markets in the Americas, the 
Middle East, Europe, and Asia.  Today, IVZ consists primarily of two asset management businesses, 
Invesco and AIM. This firm operates 40 offices with 5,390 employees in more than 20 countries. 
Incorporated in 1935 in England, IVZ has a market cap of $20.96 billion.  

 

Why We Invested in December, 2007: 
 

1. Aggressive share buyback plan 
 

In June 2007, the firm approved a $500 million share buyback. This translates into 
approximately 20 million ADRs at $25. Five-percent of the firm will be repurchased. This 
aggressive strategy may be an indication for the firm’s financial health such as their excess 
available cash as well as an indication of the firm’s confidence in their strong financial future and 
outlook. The share buyback plan will lead to an expected increase in earnings per share.   

 

2. International growth opportunities 
 

For IVZ, approximately 40% ($200 billion) of assets under management are from overseas 
clients. With the weakening of the U.S. dollar, international investors are finding U.S. services 
and investments more attractive and affordable.  Therefore, assets under management will 
increase in the future due to international investors. With increases in assets under management, 

Recommendation:  
Buy at $52.77 
 on 4/27/07 
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incomes and revenue from fees will continue to grow.  This will also help increase margins and 
profitability for the firm.  
 

3. Growth from the alternative investment market 
 

The alternative investments market is expected to experience strong growth in the future. 
Currently, investors are turning towards alternatives due to the higher expected returns as well as 
the institutionalization opportunities. The institutionalization opportunities will allow for asset 
managers such as IVZ to gain momentum and increase market share. Currently, IVZ has 
approximately $60 billion or 11% of assets under management invested in alternatives. With the 
growth in the alternatives market, IVZ will be expected to profit from higher fees and growth. 
 

4. Expanding industry  
 

The entire asset management industry is expected to grow as assets under management will be 
expected to exceed $60 trillion by 2010 from $50 trillion presently. This aggressive growth will 
help expand IVZ’s business. 
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Mylan Incorporated (NYSE: MYL) 
5.3 % of Current Portfolio 
 
Mylan Inc. is a global pharmaceutical company that specializes in the development, manufacture, 
marketing, licensing, and distribution of generic, branded, and branded generic pharmaceutical 
products, as well as active pharmaceutical ingredients.  Mylan currently operates in 90 countries and 
offers a wide range of products.  Generic Duragesic (pain relief) and Norvasc (blood pressure) are 
the drivers of growth. 

Recommendation:  
Buy at $26.25 
 on 11/30/07 
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Why We Invested in December, 2007: 
 

1. Strong pipeline 
 

Mylan has a promising range of products in its pipeline. Mylan is predicted to earn 
approximately $50 million in revenue from GlaxoSmithKline’s Paxil CR during its true 
exclusivity period.  Included in Mylan’s pipeline are 14 potential first-to-file opportunities ($11 
billion in annual branded sales). 
 

2. Potential synergies from recent acquisitions  
 

Mylan recently made two successful acquisitions with Matrix (providing materials for products) 
and MG. This has not affected the company’s increasing revenues (up 28% in the last 10K) and 
profits. Management believes the acquisitions could garner $105 million in synergies in 2008 and 
approximately $300 million on an annual basis in the beginning.  
 

3. Expanding international presence 
 

After the recent acquisitions, Mylan has expanded its operations abroad to an additional 90 
markets.  The geographical diversity following the MG deal and purchase of India-based Matrix 
will protect Mylan's stock from a downturn in the U.S. economy. 
 

4. Industry growth 
 

The generic drug industry has a promising future, for the 20-year patents of drugs produced in 
the productive era of the late 1980s and early 1990s are beginning to expire.  Analysts have 
predicted that by 2010, the annual profit growth of the will reach 10-13%. 

  . 
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Recommendation:  
Buy at $14.45 
 on 11/30/07 
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Nokia Corporation (NYSE: NOK) 
7.8% of Current Portfolio 

 
Nokia Corporation manufactures mobile devices and provides equipment, solutions, and services 
for network operators, service providers, and corporations. The company is divided into four main 
businesses: Mobile Phones, Multimedia, Enterprise Solutions and Networks. In recent years, Nokia 
has aggressively expanded into the international market and has an increasing presence in the 
emerging markets of Asia, Africa, Latin America, and the Middle East. Based in Espoo, Finland, the 
company was founded in 1865 and has a market cap of $156.28 billion.  
 

Why We Invested in December, 2007: 
 

1. Maintains a leading position in the industry 
 

Nokia’s share of the global cell phone market is over 40%, which exceeds the combined shares 
of its next three biggest competitors: Samsung, Motorola, and Sony Ericsson. 
 

2. Strong international presence 
 

Currently, Nokia has a 70% market share in India. Additionally, nearly 15% of NOK’s 3Q 2007 
sales came from the Middle East and Africa, 22% from Asia-Pacific, and 38% from Europe. 
Additionally, Nokia pioneered the Dumb Phone, a phone designed for simplicity of use in many 
third world countries where communication is essential but technology is less developed. 
 

3. Expansion into new services 
 

Nokia is adding mapping capabilities and recently bought digital mapping company Navteq for 
US $8.1 billion. Many of the newer Nokia products (especially the N-Series) come loaded with 
GPS and advanced mapping applications for mobile phones. Additionally, Nokia is working 
with research labs and universities to develop mobile computers.  
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Buy at $39.71 
 on 11/2/07 
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Schering Plough Corporation (NYSE: SGP) 

3.5% of Current Portfolio 
 
Schering-Plough Corporation is a science-based healthcare company with a global footprint - 60% 
of sales are international. Schering-Plough discovers, develops, manufactures and markets advanced 
drug therapies through internal research and strategic collaborations with business partners, such as 
Merck & Co. Founded in 1928, Schering-Plough is headquartered in Kenilworth, New Jersey and 
has a market cap of $32 billion. 
 

Why We Invested in December, 2007: 
 

1. Low patent expiration risk  
 

Schering-Plough has the lowest patent expiration risk relative to its competitors. While many 
large cap pharmaceutical companies will experience some of the largest ever patent losses over 
the next five to seven years, SGP faces little patent risk. 
 

2. Synergies from recent acquisitions 
 

SGP’s recent acquisition of Organon BioSciences creates a stronger combined company with 
broader human and animal health portfolios, an enhanced pipeline, and increased R&D 
capabilities. The company expects that easily achievable synergies with Organon will generate 
better operating margin and stronger cash flow. 
 

3. High long-term growth potential    
 

Schering Plough has an extremely high long-term growth potential of 19.8%. Additionally, 
several of its products are expected to perform well in the coming months. For example, SGP’s 
Claritin tablets, which were approved for use in Japan, treat Allergic rhinitis, which is affecting 
an increasing segment of the Japanese population. It is estimated to affect 15 million people in 
Japan and the market for prescription antihistamines in Japan is estimated to exceed $1 billion.  
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Recommendation:  
Buy at $29.68  
 on 11/2/07 
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Starwood Hotels and Resorts (NYSE: HOT) 

2.9% of Current Portfolio 

HOT is a hotel and leisure company, with brands including St. Regis Hotels & Resorts, The Luxury 
Collection, W Hotels, Westin Hotels & Resorts, Le Meridien, and Sheraton Hotels & Resorts. The 
Company is organized into two business segments: hotels and vacation ownership, and residential 
operations. Its revenue and earnings are derived primarily from hotel operations, which include 
management and other fees earned from hotels it manages pursuant to management contracts, the 
receipt of franchise and other fees, and the operation of its owned hotels. As of December 31, 2006, 
the Company's hotel portfolio included owned, leased, managed and franchised hotels totaling 871 
hotels with approximately 266,000 rooms in approximately 100 countries, and is comprised of 85 
hotels that it owns or leases, or in which it has a majority equity interest, 426 hotels managed by it 
on behalf of third-party owners and 360 hotels for which it receives franchise fees. Incorporated in 
1980, the company has a market cap of $11.67 billion.  

Why We Invested in December, 2007: 
 

1. Leading market position 
 

Over the years, HOT has carved a leading position in markets worldwide based on its superior 
global distribution, coupled with strong brands and brand recognition.  Its upscale and luxury 
brands continue to capture market share from competitors by aggressively cultivating new 
customers while maintaining loyalty among the world’s most active travelers. The strength of its 
brands is reflected in superior ratings from hotel guests and industry publications. 
 

2. Strong international presence 
HOT has been shifting its expansions attentions to the international markets, which are rapidly 
growing. In general, revenue in North America rose only 5.4% whereas revpar on a worldwide 
scale rose 9.5%. HOT's international operations have recently outperformed hotels in North 
America, which posted comparable worldwide revenue per available room growth of 6.1% 
compared to 15.9% growth in Latin America and 14.6% growth in Asia Pacific.  
 

3. Promising pipeline 
 

HOT has a pipeline of over 100,000 rooms, which is twice the size of that of its main 
competitors on a percentage basis. Additionally, Starwood’s pipeline is 50% international, which 
is a far larger percentage than that of its competitors. Finally, 80% of its pipeline is in the upper 
upscale or luxury segment, as compared to the less expensive select serve area.  The significance 
here is that the typical management fee for the upper upscale or luxury segment is 5 to 9 times 
the fee for the select serve area. 
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Teva Pharmaceutical Industries Ltd. (NASDAQ: TEVA)  
9.0 % of Current Portfolio 

 
TEVA produces and markets generic drugs for a variety of diseases in North America, Europe, 
Latin America, Asia and Israel.  TEVA acquired Ivax Corporation (a multinational generic 
pharmaceutical company) in July of 2005, and increased its holdings in Tianjin Hualida 
Biotechnology Company Ltd. (known for its Interferon Alpha 2B product) to 60% in March of 
2006.  Teva’s operations are comprised of its generics, specialty pharmaceutical products, active 
pharmaceutical ingredients (allows for vertical integration and streamlining in drug manufacturing), 
biogenerics and biopharmaceutical operations and animal health divisions.  The Generic Division is 
the key driver of Teva revenue.  Holding over $5.3 billion in sales, Teva is the market share leader in 
the international generic pharmaceutical market and is expected to continue to increase its market 
share.  Incorporated in 1944, TEVA is headquartered in Israel and has a market cap of $36 billion. 
 

Why We Invested in May, 2007: 
 

1. Strong pipeline, patent expiration 
 
Major drugs lose their patents in 2007 and 2008.  TEVA’s reputation for challenging patents, 
strong research and development division poise it to exploit these opportunities.  Currently, 
TEVA has drugs for multiple sclerosis in Phase IV and for multiple sclerosis, Parkinson’s 
disease, and Hemato-oncological indications in Phase III of clinical trials. 
 

2. Growing demand for generic drugs 
 
An aging American population and doctors’ increasing dependence on prescription drugs to 
treat medical problems predicts increased demand for drugs.  Ballooning healthcare spending 

Recommendation:  
Buy at $55.61 
 on 10/25/07 
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and government focus on addressing the financially unsustainable nature of the U.S. healthcare 
system predict increased demand for cheaper, generic drugs in particular. 

 

3. Presence in diverse markets 
 
TEVA’s operations are conducted throughout North America, Europe, Latin America, Asia and 
Israel. Teva has direct operations in more than 50 countries, as well as 36 pharmaceutical 
manufacturing sites in 16 countries, 17 generic research and development centers operating 
mostly within certain manufacturing sites and 18 API manufacturing sites around the world. 
During the year ended December 31, 2006, Teva generated approximately 60% of its sales in 
North America, 24% in Western Europe (including Hungary) and 16% in other regions 
(primarily Latin America, including Mexico, Israel and Central and Eastern Europe).  
 

 

% Change in Stock Price

-0.1

-0.08

-0.06

-0.04

-0.02

0

0.02

0.04

0.06

May-07 Jun-07 Jul-07 Aug-07 Sep-07 Oct-07 Nov-07 Dec-07 Jan-08

TEVA S&P 500

 
 
 

Walt Disney Company (NYSE: DIS)  

5.2 % of Current Portfolio 

 
DIS, a diversified worldwide entertainment company, operates in four segments.  1) Media 
Networks: includes operations such as domestic broadcast television networks, cable/satellite 
networks, and television production/distribution.  2) Parks and Resorts: generates revenues from the 
sale of admissions to theme parks and rooms at the hotels.  3) Studio Entertainment: produces and 
acquires live-action/animated motion pictures, musical recordings and live-stage plays. 4) Consumer 
Products: partners with licensees, manufacturers, publishers and retailers worldwide to 
design/promote/sell a variety of products based on DIS characters and other intellectual 
property.  DIS is headquartered in Burbank, California and has a market cap of $62 billion. 
 

 

Recommendation:  
Buy at $39.01 
 on 4/27/07 
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Why We Invested in May, 2007: 
 

1. Leading brand 
 

Disney owns, operates or licenses many of leading brand names in the media industry, including 
ABC, ESPN, A&E, E!, and Disney Resorts in Florida, California, Paris, Hong Kong and Tokyo. 
 

2. Strong pipeline bolstered by continuous innovation 
 

Disney's 2007 pipeline is robust, including Ratatouille, Pirates of the Caribbean: To the World's 
End and Enchanted movie releases; original Pirates of the Caribbean and Hannah Montana: Pop 
Star dvd releases; and High School Musical Broadway shows.  It will continue to benefit from its 
2006 acquisition of Pixar and its continuous innovation such as the development of abc.com. 
 

3. Growth through penetration of emerging markets 
 

Recently, Disney began better establishing itself in emerging international markets like China, 
Russia, and India.  In India Disney acquired Indian children's channel Hungama.  In Latin 
America Disney produced local versions of High School Musical and Desperate 
Housewives.  There are plans to expand Disney's presence on television in Russia and at the 
same time leverage their retail, theatrical and new media sectors.  
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Sources: Company websites, news reports, Google Finance, Yahoo Finance, Reuters, The New York Times, Forbes, Morningstar, Standard and 
Poor’s reports, Market Insight, CNN, BusinessWeek. 

 
 
 
 
 
 

Recommendation:  
Buy at $35.85 
 on 4/27/07 
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2007 SWS Harvard chapter  

Executive Board 
 

Jane Fang, Chief Executive Officer: Jane Fang „08 is a SWS Founding Partner and leads the 

Harvard Chapter as Chief Executive Offocer.  Originally from Austin, Texas, Jane graduated from 
Westwood High School '04 where she served as Student Body President. At Harvard, she is a senior 
Economics major. On campus, Jane serves as the Chair of Quincy House Committee and works as a 
tour guide for the Admissions Office.  Previously, she has also been actively involved in the Harvard 
Undergraduate Council, Women's Leadership Network, Asian American Women's Association and 
Women in Business.  After graduation, Jane will be investment banking for Merrill Lynch's Media and 
Telecom group in New York. In prior summers, she worked for Fidelity Investments in Boston, the 
85 Broads Network in Greenwich, CT, and Varsity Media Group in Austin, TX. 
 

Christina Grassi, Chief Marketing Officer: Christina Grassi '10 is a Dunster House 

sophomore hailing from Winchester, Massachusetts. Christina currently serves as Chief Marketing 
Officer and member of the Investment Board for SWS, and she enjoyed serving this past spring as 
the Analyst leading the Media Research Team. Christina‟s passion for SWS stems from a belief in the 
importance for women today to be a part of the world of investing.  At Harvard, she also performs 
on her viola as a member of the Harvard-Radcliffe Orchestra. Christina is an avid musician, and 
enjoys playing and performing on three instruments. This past summer, she ran a private music 
studio business for over 30 piano, violin, and viola students. In addition to music, business and 
investing, Christina enjoys many sports, from tennis to sailing, hiking and mountain biking. 
 

Enhao Li, Chief Administrative Officer: Enhao Li '10 is a sophomore on the road to 

becoming an economics concentrator at Harvard College. Born in China, Enhao moved to America at 
the age of nine. She now considers her home to be Plano, Texas where she graduated from Plano 
West Senior High School in 2006. At Harvard, she is the Chief Administrative Officer of SWS, leads 
the technology industry team, and sits on the Investment Board. For the past two summers she has 
interned at Raytheon, the third largest defense company in the US, and explored her increasing 
interest in business and finance. Enhao hopes in the future to use her enthusiasm for technology 
with her new respect for business and finance to make a difference in the world. 
 

Pilar Ochi, Chief Investment Officer: Pilar Ochi '08 is a senior Economics concentrator with 

a citation in French language from Seattle, Washington.  She heads SWS' investment portfolio as 
Chief Investment Officer and has also led the consumer research team as its Analyst.   While at 
Harvard, Pilar has co-chaired the Harvard Center for European Studies Undergraduate Board, 
performed with the Harvard Ballet Company, and graded tests for the Harvard Economics 
Department.  Last summer, Pilar worked on mergers and acquisitions deals as a Summer Analyst at 
Sagent Advisors, a boutique investment bank in Manhattan.  The previous summer, she spent two 
months working in England to produce a database project plan and identify target markets for a 
company that develops luxury malls throughout Western Europe, and enjoyed an externship at UBS 
investment bank.  
 

Elizabeth Stahl, Chief Operating Officer: Elizabeth Stahl '08 is a senior from Greenwich, 

Connecticut and is working towards an honors degree in Government and a language citation in 
Spanish. This past year, she served as the Chief Operating Officer (COO) of SWS in which she is in 
charge of organizing and coordinating the fall Seminar Series. As a junior she was the Analyst for 
the Healthcare team, in which she led a group of five women to conduct equity research within the 
healthcare industry and prepare stock recommendations to the Investment Board. At Harvard, 
Elizabeth has been actively involved in the International Relations Council, the Intercollegiate Model 
United Nations team, Kappa Kappa Gamma, the Women's Leadership Conference, and Women in 
Business. This past summer she worked in the healthcare investment banking group of Lehman 
Brothers and will be returning to the firm full-time in July 2008. 
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supporting SWS 

In the traditionally male-dominated realm of investing, SWS aims to empower women to take hold of 
their financial futures. Similarly, the future of SWS depends not only on the dedication of its members, 
but also on the generous support of benefactors.  We welcome outside support through active 
participation in our programs, as well as monetary contributions.   

 

 

 

 

 

 

 

 

 

 

 

 

SWS Benefactors are individuals 
who want to help women learn more 
about investing and finance. 
Monetary contributions from 
Benefactors will be used to cover 
operational expenses or will be 
invested in the chapter’s investment 
portfolio.  
 

SWS Corporate Partners are 
companies that seek to advance the 
financial education of women.  
Corporate Partners work within all 
facets of the organization by 
providing resources, mentors, 
speakers, and monetary support. 
 
 
 

 
 

Smart Woman Securities is a tax-exempt 501c3 nonprofit organization.   

All donations to Smart Woman Securities are tax-deductible. 
 

to donate, or for more information on  

how to get involved, visit our website 
 

www.smartwomansecurities.com 

 

thank you to Lehman Brothers, 

our 2007 corporate Founding Partner 

 
 

 

Corporate Founding Partner 

Lehman Brothers - WILL Network 

2007 corporate partners 

2007 Investment Conference Platinum Sponsor 

Sankaty Advisors 

2006-07 Silver Corporate Partner 

Morgan Stanley 

Friends 

Fidelity Investments 
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“Being a part of SWS has been, by far, the most rewarding 

experience I've had at Harvard. Through firsthand experience from 

researching companies to making investment decisions, I've 

learned priceless information about investing in the stock market. 

I've also had a chance to network with other women who are 

passionate about finance, as well as share my knowledge with the 

incoming members of the group. SWS is everything I could have 

asked for, and with its plans to expand to other schools, I hope 

that many more female students will soon share the advantage I've 

gained from my experiences with the organization.”  
 

– SWS Financials Senior Analyst, Harvard ‟08 

Smart Woman Securities ∙ PO Box 382303 ∙ Cambridge, MA 02238 
www.smartwomansecurities.com 


