
Editor's note:111e Investment Pan el 
fea ture appe ars regu lar ly in our 
Financial Quarterly publication , 
spotlighting area investm en t pro­
fess ion als and their views on th e 
mark ets and inve stment s . In th is 
iss ue, we chat with J im Burns. Sco tt 
McCartney. and Michael Vass, who 
wer e interviewed separate ly. but 
as ked th e sa me qu esti on s . Burns 
talked via telepho ne with Ada m 
Romb cl, ed ito r-in-chief. McCar tney 
and Vas» ronnnunicated th rough 
e-mail with Traci Gr egor y. staff 
wr ite r. 
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cial m arkets are h ea cle cl ill the 
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('~oln i l1J! m onth s? 
Hu m s : I continue to take a constr uctive 

view towards equities, in part icular I l.S, equi­
ties, I think two factors have really been d riv­
ing prices high er. First, there are very strong 
g rowlh rnetri cs with in the overall economy. I 
and companies arc showing wry str ong earn - ! 
ings growth from the Great Recessiou of 
2008 ami 2009. So the earnings compariso ns 
look good and the growth metrics with in the 
economy are improving. 

The other factor which I think is very big 
is a liquid ity driven bull market. Back in 2008. 
a lot of people just sold eqoities __ . and they 

put urac money uno 1reas ur y buts and U ; ·". 
And interest rates back in 2008 were cer tainly 
high er than they arc today. Now whe n the 
money is coming due eac h mon th . .. with the 
~ederal funds rate near zero. they're not mak­
mg anything tr ying to roll [over] any kind of 
CDs or Tr easury bills. So they're beginning 
10move toward stocks. Larger instituti ons are 
beginning to get their asset-allocation models 
hack into balance. So they are moving back 
toward equities arter th e tremendous fall and 
fear that was engulfing the mark et in 2008 
and 2009. 
. In my view these trend s are likely to con­

tinue, at least throu gh the rema inder of th is 
year. Th e mark et is always for ward look i n~ 

and I th ink there will be corrections and 
sector rotations and scary points along the 
way. In my view, the eco nom y is surprising 
peo ple to the upside. J think markets are 
go ing to continue to be slowly improving. 
It's not goi ng to be 2009 [when Ole S&P 500 
gained 23 percent for Ole year and rebound ed 
ti7 percent from its low in early March] but 
slowly improving. 

Mc Cartney: The Europea n sover eign 
deb t crisis has ass umed center stage for 
investors and will dominat e news now. Thi s 
is a com plex and fast-moving story, but at its 
core is the market's confidence in Ole ability, 
and willingness. of national government s and 
other actors such as the Europea n Central 
Bank and the Intern ational Monetar y Fund 
to fashion a workable solution to the matter 
of Greece's national deb t, and potentially 
that of other Europ ean nations. .. .In a worst 
case , this crisis 'jumps the tracks' from being 
primarily a market problem to being a gen­
eral eco nomic prob lem which thr eaten s Ole 
nascen t global eco nomic recove ry. 

111e U.S. is in rela tively stro ng stead [com­
pared] to other regions. 111e bu siness cycle 
has tu rned for Ole be tte r. and we are see ing 
growi ng indications of expanded economic 
activity. both in industrial production and at 
the consumer level.Th e domestic economy's 
biggest challenge is unemployment. which 
remains at nearly 10 percen t on a headlin e 
level. Th at said. with lean corporate struc­
tur es, investors could continue to see a period 
of 'jobless prosperity: with relatively robu st 
ear nings gr owth and higher sha re prices. 
for the next couple of quar ters . Assumin g a 
workable solution to Greece, market valua­
tions are fair. and current weak nes s can be 
viewed as an attractive entr y point for long­

tenn investor s. 
Vass : Over the past severa l years , going 

back to 2007 before the mortga ge and finan­
cial crisis. I have felt that Ole markets have 
been overheated . Th ere has been too much 
of a move ahead without real justification. I 
was early on my call for a massive correc tion. 
and was close to Ole degree of problems that 
we would see. 

Tod ay there is little better tha t I can see 
coming in Ole months ahe ad. Unemployment 
continues to excee d 9 percent nationally, and 
regionally. Many of the short-term benefits of 
the 2009 [federal] stimu lus have come and 
gone. with jobs like the Census soon to come 
to an end. further impacting the unemploy­
ment rate. 

Energy costs continue to move high er. 
Gaso line cos ts are edging up closer to all-time 
high s even before the impact of Ole oil spill in 
the Gulf [of Mexico] being considered. 

Another factor that is not often discussed 
is the international instability. Whether the 
question is Gre ece. Afghanistan . a nuclear 
Iran. or attempted attacks on America. it all 
has an effect on Ole mark ets . The current 
instability of Greece and its effect on Ole euro 
migh t be devastatin g to Europe and thus 
America as well. 

La stly there is the fact that while the finan­
cial mark ets have improved since Ole crisis, 
credit is ver y tight, Loans are not being made 
in overly favorab le term s to smaller bus i­
nesses. Many large r firm s are continuing to 
downsize. Consumers are still afraid to spe nd. 
especially on big-ticket item s. Thing s have 
improved bu t are far from so lid. 

Th erefore Ole outlo ok is for a [pull back] in 

See PANEL, page 6 
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the markets during or by the end of the year. 
[ believe that a return to levels around the 
9,000level on the Dow is probable. 

Business Journal: Please provide 
some specific recommendations for in ­
vestments that clients should be making 
right now. 

Burns: AB a result [of the Greek and 
European debt crisis and new fears or prob­
lems that may crop up], I expect the euro 
to remain under pressure and the yields to 
continue to rise on government bonds of 
heavily indebted nations. Greece is just the 
beginning. If the euro is going to be under 
pressure , you want to make sure you have 
small caps in your portfolio. U.S. small caps 
benefit when the dollar is strong. 111at may 
explain why many small caps are [performin g 
well.] TIle Russell 2000 [has outperformed 
the s&r 500 year to date] . And I believe 
that we a.re going to go through six to nine 
months, maybe longer, with this kind of issue 
with the euro zone . So I believe investors 
should have a smattering of small-cap stocks 
as well as index fund s. We own for exampl e, 
[ticker symbol] UR, which is the iShares S&P 
SmallCap 600 Index ETE 

I also like names such as Cracker Barrel 
Old Country Store, Inc. (NASDAQ: CBRL). 
It's primarily in the South, but has a lot of 
room for expansion. IL~ market cap is about 
1$1.1 billion] , has a stro ng earnings-growth 
rate , and I like it. 

I also like j &j Snack Foods Corp. 
(NASDAQ: jjSF). 111ey do sna ck foods ­
pretzels and event snack foods. They have 
a very good return on invested capital, prob­
ably about 16 percent. They've got about 
$120 million in cash, no debt at all, and they've 
had no debt at any time over the last decade. 
. . .And in my view this is the kind of stock that 
investors ought to be looking at. It has rela­
tively low risk and a great management with 
a simple product and high return on invested 
capital - no debt to boot. 

IReg arding oth er investments] , I think you 
want to own brand-name franchises uf com ­
panies you kno w mHI use that have excellent 
growth metrics. 

Apple, Inc. (NASDAQ: AAI'L) would be 
one . It has had a significant run and I'm sure 
there will be corrections and pull-backs in 
Apple stock. But you should prob ably add to 
[your holdings] at that time. 111is is a multi­
year growth story with a straight forward 
product that a lot of your readers use, includ­
ing me. IEditor's note: Burn s also recom­
mend ed buying Apple stock in a late january 
interview for the Feb . 12 edition of Financial 
Quarterly. Apple's shares rose about :-l0 per-
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cent between the time of that recommenda­
tion and this interview.] 

Four or five years ago, I had a portfolio 
manager here trying to tell me that the Zoom 
from Microsoft was basically going to put the 
iPhone out of business. I don't think anyone 
who read s this owns a Zoom. Fortunately, 
that portfolio manager is long gone. 

Another name 1 like along the lines of 
dividend s for conservative investors would be 
Deluxe Corp. (NYSE: DUO . They do esse n­
tially check printing and forms for financial 
institutions . 111e stock is doing well mid they 
have a dividend [yield of about 5 percent] 
It's a conservative way of playing financial 
stocks. 

McCartney: 111e present time is a great 
reminder to have an investment plan. For 
most investors, this means a balanced invest­
ment portfolio that includes a mix of bonds 
and stocks. 111e economy is on a much stron­
ger footing Ulan it was in 2007-D8, and is likely 
to be more resilient to the shock coming 
from Ole euro zone . Review your appetite for 
risk. Stick to your allocation targ ets . Many a 
portfolio could stand a rebalancing following 
the strong equity run [since] the March 2009 
market low. 

Among bonds, we favor high-quality issues 
of shor t and intermediate maturities. Interest 
rates remain low, mid we counsel investors to 
wait for a better pitch from the mark et, in the 
form of higher rates, before lengthening av­
erage maturity. Stick with blue-chip equities, 
which have the financial str ength and wide 
ownership base to offer a buffer against the 
market's cur rent volatility. 

There are pockets of the economy show­
ing good momentum. A broad industrial re­
covery is under way, and busin esses are 
beginning a technology-upgrade cycle. Some 
high -quality, beat en-up stocks from these sec­
tors include Johnson Control s (NYSE: JCD 
mid Cisco Systems (NASDAQ: CSCO) . 

A few stock ideas from more defensiv ely 
oriented sec tors include FPI. Group, [nco 
(NYSE: FrI.) , the paren t company of Florida 
Power & light and developer of the largest 
wind-power portfolio in the United States , 
aud Becton, Dickinson & Company (NYSI~: 

BDX), a health-eare company and highly 
cons istent [growth producer.] 

A more aggress ive pick is Tupperware 
Brands Corp. (NYSE: ' IU P), maker of the 
ubiquitous plastic-storage containers. 
Tupperware generates half of its sales from 
the emerging world , via a direct-sales model 
similar to Avon. Th e company has been 
growing impressively due to sales gains and 
reduced input costs, yet trades for about 10 
times expected ear nings. 

A final idea is Total SA (NYSE: lUI), one 
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of the largest oil companies in the world .Total 
is based in France and has endured he avy 
selling in European stock markets, opening 
up a wide valuation gap to its peers. We would 
expect that gap to close . 

Vass: Investors need to plan for instability. 
Preparation for fluctuating markets is always 
smart. It allows the investor to remain calm , 
a key to making critical decisions properly. 
Th e most mon ey I have watched investors 
lose has always been when the investor is 
emotional about [his/her] investment and 
then acts irrati onally. 

[ believe that investors should avoid pre­
cious metals at this time. Gold and other 
metals have been surging for some time. If ml 
investment in this area has not been made by 
now, [ believe that the potential return is too 
small and the risk for loss too gr eat 

I do believe that Alcoa, Inc. [NYSE: M] 
is a good investme nt. I first mentioned the 
investment in my blog in March 2009. 1 con­
tinue to believe that this will be a good place 
to weather the storm, as the company has a 
commanding share of the market and solid 
management. Add to this the overall consis­
tent demand for aluminum, and the potential 
incre ase in metals car rying over, and the 
company is attractive. I should also note that 
I own this stock at $5.55 and continu e to hold 
a position, with a target exit at $20 roughly 
six to 12 months from now. I also believe that 
E'Trade (NASDAQ: ETFC) is a good invest­
ment for investors mor e willing to take on risk. 
111e stock is quite cheap at the mom ent Itrad­
ing at $1.62 a share on May 11 at midday], as 
it has lost money for an extended period due 
to its bad decisions in relation to mortgages 
and market share. But new management has 
taken over, as well as the general success of 
the new "baby" television ads. This, coupled 
with Ole potential of takeover, make Ole stock 
attractive on a long-term basis . 

Be advised that the stock will be under­
going a proposed 1()'1 reverse split in the 
near-term. This tend s to cause a sell-off in 
the stock price after the reverse takes place , 
which may be an entr y point into the stock. 
Even so, the stock is trading at less than book 
value ($1.95 per share) , and 70 perc ent of 
cash (82.66 a share) . Given a slight improve­
ment, the company can be fairly valued at 1.5 
times book value . Again, I will note that I own 
this company since September 2009 at 81.55 
with a targ et exit of 84 to $6 long-term . 

Business Journal: Do you see Central 
New York-based companies that are cur­
rently attractive investments? 

Burns: Th e name [do followis Community 
Bank System , Inc. (NYSE: CBU) .11lat is up 
about 20 percent since we talked last lin an ' 
interview for the Feb . 12 Financial Quarterly 
issue I. It is a mod el of the kind of busin ess 
that investors ought to be focused on, which 
is a straight-forward business , with a con­
servative managem ent team , with earnings 
and dividends that continue to rise. So I run 
comfor table holding Community Bank for 

the long-term. [ know the management over 
there, and I know they can get the job done, 
and I can trust them. You get a nice dividend 
yield (more Ulan 4 percent) , far greater than 
you're going to get on a CD. 

McCartney: The list of public companies 
domiciled in Central New York is a short 
one, and dominated by small companies. 
Among these, a handful of banks - in­
cluding Community Bank, NBT Bancorp 
(NASDAQ: NBTB) , and Alliance Financial 
Corp , (NASDAQ: ALNC) - may be attractive 
for conservative, income-oriented investors. 
All of these banks are managed conservative­
ly and offer above-average dividends. These 
banks' main challenge is one of growth. 
Gen erally speaking, their upstate service ter­
ritory is growing sluggishly. 

Vass: Right now, the best choice to me 
would be Anar en , Inc. (NASDAQ; ANEN) . 
The company has bought back 244,000 
shares of its common stock for a total of 
83.2 million, which [ always like. Sales have 
been good with a nine month GAA? net in­
come of68 cents per share diluted versus 45 
cents the prior nine months.The forward P/ E 
is targ eted at 10, with 78 percent institutional 
holding. The negative is that a potential slow­
down in sales related to Lockh eed Martin has 
not been factored in. [f the predicted insta­
bility in the markets takes place , this stock 
should remain re latively stabl e. I would imag­
ine that a purchase in a range of 813 would 
be qu ite attractive with a pote ntial exit . . . in a 
target price range of 817.50 to 822.50. 

Business Journal: What do you see 
as the greatest risks that investors need 
to be aware of and seek to avoid in the 
coming months? 

Burns: I would com e back to the threats 
from the heavily indebted nations in the euro 
zone. It's going to challenge investors and 
their fortitude. My comment would be for 
investors: 'Investor know thyself.' Don 't go 
running in mid chasing hot stocks if you're 
not looking at a multi-year [outlook] . 

[ th ink you will do well mid you will sleep 
at night if you own the names like Smuckers 
['The ].M. Smucker Co.] (NYSE: SjM) , 
Community Bank , and j&j Snack Foods, mid 
some index es as well. 

But with each rise in the market, the 
chances that you'll have a cor rection will in­
creas e. I run still bullish . I absolutely believe 
that a year from now stocks will be higher, 
but this euro-zone situation will be more front 
and center. 

McCartney: In a lime of mark et stress, Ole 
greatest risk to avoid is that of being overly re­
active to market headlin es . Be thoughtful with 
your investment decisions, and don't panic, 

Vass: Again the greatest risk in my mind is 
not one factor but the combination of several. 
If Iran moves even closer to having a nuclear 
bomb, military action will become' necessary 
and cause instability in the Middle East, rais­
ing oil prices. 111is will further add to energy 
costs that will continue to rise over the sum­
mer. Th e loss of Census jobs and an increase 
to the und eremployed will further depress the 
recove ry, potentially trigg ering another round 
of mortgage foreclosures at accelerated rates . 
Adding in UlC problems of Greece defaulting 
and causing Spain and other European na­
tions to spiral down ward makes it even more 
emotional for the markets and UlUS volatility 
increases exponentially. 

It is unlikely that all these things will hap­
pen, or to the degree mentioned. In fact, none 
of this may happen. But the markets react 
based on emotion and the perception of what 
might happen. Investors that remain calm 
and evaluate the circumstances stand the best 
long-term advantage. 0 


