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

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

Burns: As a result [of the Greek and
European debt crisis and new fears or prob-
lems that may crop upl, 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. That may
explain why many small caps are [performing
well.] The Russell 2000 [has outperformed
the S&P 500 year to date]. And I believe
that we are 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 funds. We own for example,
[ticker symbol] [JR, which is the iShares S&P
SmallCap 600 Index ETE

[ 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. Its market cap is about
[$1.1 billion], has a strong earnings-growth
rale, and I like it.

I also like J&J Snack Foods Corp.
(NASDAQ: JJSIF). They do snack 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.

[Regarding other investments], I think you
want to own brand-name franchises of com-

panies you know and use that have excellent -

growth metrics.

Apple, Inc. (NASDAQ: AAPL) 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 probably add to
[your holdings] at that time. This is a multi-
year growth story with a sfraight forward
product that a lot of your readers use, includ-
ing me. [Editors note: Burns also recom-
mended buying Apple stock in a late January
interview for the Feb. 12 edition of Financial
Quarterly. Apple’s shares rose about 30 per-

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 reads this owns a Zoom. Fortunately,
that portfolio manager is long gone.

Another name I like along the lines of
dividends for conservative investors would be
Deluxe Corp. (NYSE: DLX). They do essen-
tially check printing and forms for financial
institutions. The stock is doing well and they
have a dividend [yield of about 5 percent.]
It's a conservalive way of playing financial
stocks.

McCartney: The 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. The economy is on a much stron-
ger footing than it was in 2007-08, and is likely
to be more resilient to the shock coming
from the euro zone. Review your appetite for
risk. Stick to your allocation targets. 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 short and intermediate maturities. Interest
rates remain low, and we counsel investors {o
wait for a better pitch from the market, in the
form of higher rates, before lengthening av-
erage maturity. Stick with bluechip equities,
which have the financial strength and wide
ownership base to offer a buffer against the
market’s current volatility.

There are pockets of the economy show-
ing good momentum. A broad industrial re-
covery is under way, and businesses are
beginning a technology-upgrade cycle. Some
high-quality, beaten-up stocks from these sec-
tors include Johnson Controls (NYSE: JCI)
and Cisco Systems (NASDAQ: CSCO).

A few stock ideas from more defensively
oriented sectors include FPL Group, Inc.
(NYSE: I'PL), the parent company of Florida
Power & Light and developer of the largest
wind-power portfolio in the United States,
and Becton, Dickinson & Company (NYSE:
BDX), a health-care company and highly
consistent [growth producer.]

A more aggressive pick is Tupperware
Brands Corp. (NYSE: TUP), 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. The company has been
growing impressively due lo sales gains and
reduced input costs, yet trades for about 10
times expected earnings.

A final idea is Total S.A. (NYSE: TOT), one
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“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 deci-
sions properly.”

B MICHAEL VASS
MYV Consulting, Inc.

of the largest oil companies in the world. Total
is based in France and has endured heavy
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.
The most money I have watched investors
lose has always been when the investor is
emotional about [his/her] investment and
then acts irrationally.

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

I do believe that Alcoa, Inc. [NYSE: AA]
is a good investment. I first mentioned the
investment in my blog in March 2009. I 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
increase in metals carrying over, and the
company is attractive. I should also note that
I own this stock at $5.55 and continue to hold
a position, with a larget 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 more willing to take on risk.
The stock is quite cheap at the moment [trad-
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 the potential of takeover, make the stock
attractive on a long-term basis.

Be advised that the stock will be under-
going a proposed 10-1 reverse split in the
near-term. This tends to cause a sell-off in
the stock price after the reverse takes place,
which may be an entry point into the stock.
Even so, the stock is trading at less than book
value (51.95 per share), and 70 percent 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 T own
this company since September 2009 at $1.55
with a target exit of $4 to $6 long-term.

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

Burns: The name I do follow is Community
Bank System, Inc. (NYSE: CBU). That is up

about 20 percent since we talked last [in an-

interview for the Feb. 12 Financial Quarterly
issue]. It is a model of the kind of business
that investors ought to be focused on, which
is a straightforward business, with a con-
servative management team, with earnings
and dividends that continue to rise. So I am
comfortable holding Community Bank for

the long-term. I 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 than 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.
Generally speaking, their upstate service ter-
ritory is growing sluggishly.

Vass: Right now, the best choice to me
would be Anaren, Inc. (NASDAQ; ANEN).
The company has bought back 244,000
shares of its common stock for a total of
$3.2 million, which I always like. Sales have
been good with a nine month GAAP net in-
come of 68 cents per share diluted versus 45
cents the prior nine months. The forward P/E
is targeted at 10, with 78 percent institutional
holding. The negative is that a potential slow-
down in sales related to Lockheed Martin has
not been factored in. If the predicted insta-
bility in the markets takes place, this stock
should remain relatively stable. [ would imag-
ine that a purchase in a range of $13 would
be quite attractive with a potential exit ... in a
target price range of $17.50 to $22.50.

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 come 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 and chasing hot stocks if you're
not looking at a multi-year [outlook].

I think you will do well and you will sleep
at night if you own the names like Smuckers
[The J.M. Smucker Co.] (NYSE: SJM),
Community Bank, and J&J Snack FFoods, and
some indexes as well.

But with each rise in the market, the
chances that you'll have a correction will in-
crease. [ am 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 time of market stress, the
greatest risk to avoid is that of being overly re-
active to market headlines. 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 Fast, rais-
ing oil prices. This will further add to energy
costs that will continue to rise over the sum-
mer. The loss of Census jobs and an increase
to the underemployed will further depress the
recovery, potentially triggering another round
of mortgage foreclosures at accelerated rates.
Adding in the problems of Greece defaulting
and causing Spain and other European na-
tions to spiral downward makes it even more
emotional for the markets and thus 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. a



