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- lim, please give us an overview of your firm.

This year |W. Bums & Company is celebrating
our 25 year in the investment  counseling
profession, Our firm was founded on May 1,
1974 by my father, John W. BumsWe manage
mvistment porffolios for o wide vanety of clients
including pension and profit sharing  plans,
high net worth individuals, Taft-Harthey  funds,
toundations and endowment funds. |W. Bums
& Company 5 a totally independent mvestment
oounseling firm that & fully fooused on serving
ourr clients and building their wealth, Over (e

Jim:

visis our cliond base has steadsly expanded o
that we now have approxinwately 400 clients
located in 26 stakes and 2 foreign  countries,
Growth has primarily come by word of mouth
rom our exsting clients We have  recently
laken o more proactive approach in marketing
our firm outside of the upstate New York area,
and quite frankly, based on our superior long-
term track peoond, wie think of s our obligation
by shane our story:

What are some of your firm's intrinsic strengths?

Ohr fimm possesses a number of intrinske stengths.
I think our most notable assel i our strong
}Trt'nmmm'u. both o a ol sebum basis and
on a risk-adpusted basis. LW, Bums & Company
it e of the few firms i Qe countey which has
been able to consistently achieve retums in
oot of the overall mrnekact, Al wo have been
able v do so with bess volatility than the
market.

Behind this strong performance s another one
of our famely  a  bme-lested
mvesstment P|1.i|:-|1r_~h.'||1-|1:-.* I'M towsch o thas e
later on, but it is e credal component of our
sucorss. We have an experienced  inwvestment
team here that believes in our approach. As a
firm, |W. Bums & Company has maintained
a consistent ivestrment phiksophy for 25 years
novw, Mot only have we delivensd  oubstanding
refums, but we believe our cients appreciate our
straightforwand,  common-sense approach  fo
inwvesting,

slrergzihs,

Another often overlooked strength of our firm
can be found in our highly effident, mesponsive
operations. Simply put, we have an exceptionally
wellbnm operation with great client service, We
ame fooused nol only on stock selection, bat also
on exoellence in the management of our firm,
Each member of our staff i capable of handling
multiple responsibilities, even outside of their
own direct area of expertise. In addition, we



Jimm:

keep moonds of all our clients’ fransactions
going  back to inception.  This  benefits  our
clients tremendously when they have any
questions  whatsoever  about  their  account
because they can moovive an almost instantaneous
TS,

What kind of investors do you atlract?

We tend to attract institutional dients and
more sophisticated  individual investors. To
that end, we look for dients who can approciabe
the long-erm benefits of our philosophy and
who mecognize that invisting nequires patience.
We readily admit that we are not looking for
imvestors simply chasing hot performance. Our
clients ane Jooking for long-term wealth creation.
We look o cultivate quality relationships with
our dients by keeping them educated about
our outlook on the market, the benefits of our
investment  philosophy, and  the  individual
haoldings in their portfolios.

Jime

Describe your investment strategy. How
would you summarize it?

Our imvestment philosophy & straightforwand-
we invest in the world's best businesses for
fong-term growth, Our research objective s o
ilerify great companies that execute superbly
within their industry. As such, we avoid market
timing, scctor weighting, or brying o mvest m
smply dheap, beaten-down shocks, Our focus s
to identify, invest in and contimsally  monitor
the very best businesses for our dlients o owT
We rescarch and study every aspect of our
investments and we do not wand o diversify
away our stock-picking skills. We want our
dienis to own a high quality portiolio of 15-22
of the world's strongest businesses in key growth
areas of the economy: pharmaceuticals, health
care, technology, financal services and consumer
growth names. We are  patient, loeng-term
imvestors who don’t get overly concermed  about
short-term  market  fluctuations, Hence, the
tumover in our portfolios is quite low: This has
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Jim:

berefited our dients 81 a mumber of wavs - In
ferms of strong, performance, keey costs and  high
Li!'..i']rl.'il_'lﬂ.'!.

What do you look for in a company? What
qualifications must an investment candidate have
in order o pass your lest?

Our investmwent philosophy is based  around
whal we pefer b oos the “mangle of value”, The
IW., Bums & Company “triangle of value™ is
hinw our frm has oreabed and  defiversd great
vilue to chents It has three key components:
market dominant products, a high retum on
equity (ROE), and significant and increasing
imfermational  exposure, Our fisst  investment
crberia B oompandes that have macket dominang
prociucts, We want to invest in companies that
we i thorouaghly understand and that have a
leadership position within their market. Next,
we seek bo imvest in companies with high ROEs,
companics that reinvest heavily in their own
businesses o gererate futune camings growth,
High ROE also indicabess that the company

5 mwestimg s shareholder capital wiscly, Lastly,
W e In oompanies that ane commilled ko
prowing ther ecamings and  revenues  from
overseas markets. We believe that if we can
position our clients i growth stocks with these
throe characteristios, ot will kad o long-berm
wealth creatson.

Do you include any international companies
in your portiolios?

P I.J.*'-u.!!lf.'. Rather  than WTINE, I-I,'||'I_'i:|_FI|'|
companics directly, we choese o invest in high
quality domestic businesses  with  significant
and increasing  intermational - operations.  We
rocognize the  importince of  inviesting
internationally and want o participate in the
prowith of emenzing markets. However, we do
mol see the need 1o i onir dicnts o the nsks
associabed  with imvesting  dimectly in foncign
markets, such as cumency fluctuations, lack of
information, political risks, and so forth,



Jime

Jim:

Jim

Does buying stocks at a favorable price mean that
you hold sizable cash positions?

Mo, not really. Char investment philosophy has
always been to be fully invested in a portiolio of
growth companies. However, when we are
pesitioning a new cient’s portfolio, we might
hold some cash for a few months in order b
purchase stocks at favorable prices. Cur finst
priocity, though, s o be comect in our analysis
on the long-term fundamental strength of the
business we are purchasing, Owver time, a great
company’s eamings and business growth should
drive the stock price higher,

What resources do you use for your research?

Wee do all of our osmn neseanch im=-howse, We take
a great deal of pride in the intensive fundamental
research we do at LW Bums & Company. We
visit the companies we invest in, we develop
relationships with the managements of these
companies, we frequently go o analyst mectings
and investmunt conferences, and so  forth,
Furthermore, all of the key professonaks at W,
Bums & Company do extensive reading and we
have frequent mectings in which we vigorousy
discuss and assss every &ock in our dients”
portfolios. We ane very commited 1o our research.
And  all the professionals here purchase the
same stocks that we buy for dients” portfolics.
So, we eal from our own cooking, so o speak
We meally dem’t pay much attention o the
conflicting rescarch and verbiage from Wall
Street firms. We may look at it for information
from time to time, but we do cur own focused
research right here,

You have been able to outperform the overall
market with less risk. How have you been able
to do so?

Well, minamizing msk s not our primary goal,
but 1 must admit that 1 am pleased that we have
been able o perform so well while at the same
time keeping volatlity o a minimum. Again, |
befieve it & a direct result of our investment
philesophy. We invest our clients in comgrainics

Jim:

Jim:

with consistent, above-average eamings growth,
Consistent  eamings growth often  translates
it consistent stock performance over the Tomgg
run. Companies with erratic eamings bend o
be mome volatile. By struclurmng  an
appropriately  diversified portiolio focused in
the high growth ansas of the market, our clients
have particdipated in the market's rise without
having retumes all over the board.

You mentioned that your firm has performed
well in weak markets. Can you give me some
examples?

IW. Bums & Company has performed well in
down markets, the two most reoent examphes
beimg 1994 and 1990. In 19, the 5&FP 500
was up 1.3% Most mutual funds and money
managers had negative returms for the year
|.W. Bums & Company finished the year up
almest 6% In 1990, with the onset of the
Persian Gulf War, the S&I* 500 was down over
3% for the vear JW. Bums & Company
rebumed B.1%. We are growth managers, so
profecting on the downside & not neally part of
pur investment philosophy. But, 1 think these
results are a neflection of the tvpes of comprmies
we hold in our portfolio. We like to own
businesses which have a demonstrated  abality
to grow their camings despite the overall
economic environment, such as pharmaceutical
and consumer stocks.

How do interest rate changes, or changes in the
overall economy, have an impact on the way
yiou invest?

Generally, changes in intercst rates or the
economy will not have a dramatic effect on the
way we invest our dients” money: In fact, in our
rescarch we seek o identify  outstanding
companies that will continue o grow regardbess
of overall economic conditions. That s why our
portfolio has names such as Wrighey's Gum,
Coca-Cola, and the pharmaceuticals — precisely
bocause we want o position our client’s portiolio
for long-lerm wealth creation by investing in
companics that offer consistent, high quality,
and predictable eamings, year after year,



Jimm:

Jirm:

What do you mean when you say you use a
disciplined approach?

Disciplined t0 us mwans sticking o our
investment  phibosophy, driven by the W
Bums & Company “triangle of value®. 1 think
discipline 18 key to understanding our firm, and
ouf long-term imacstmont sucoess. Any investor
who follows the financial markets will be
bombanded by all kinds of conflicting opinions
and investment ideas. 1 believe the path o
hong-term investment sucoess. Fies in focusing on a
quality approach to imvesting, and not deviating
from that approach. That takes intelloctual
rigor, focus and discipline, 1 hive heard: people
say they believe W, Bums & Company's
finest hour was dunng the 1992-1993 health
care reform period, when our firm had the
discipline to stick with the pharmaceutical
companies, oven  though they were being
attackind with possible price controls. We have
made our dients a tremendous amount of
money sticking with these great companies,
because as you know, pharmaceuticals have
boen some of the very best performers in this
baull market.

How do you determine the bond-to-equity
mix for your balanced accounts?

The equity bond mix for our balanced
accounks s based first and foremost on the spocific
objctivies and needs of individieal cionts, and
then based on our outlook for the financial
markets. As a general rule, our balanoad accounts
have a slightly heavier weighting in stocks than
might be found at st other firms, becnse we
contine to believe oquities will produce superior
retums relative o boods over the next 35 years.
But thene ane times when we may become mone
defensive in the short run in our balanced
portfolics. We use bond positions within a
dient’s portfolio o provide income and o
mitigate the volatility that is inevitable with
equities. Generally, we invest in high-quality,
mvestment-grade corporate bonds and some pre
terred  stocks where we can gain a yield

Jim:

Jimm:

pick-up versus treasury bonds. This has been very
successful for us The maturties in our bond
portfolic have generally been in the short o
intermwecliate  range, about 310 years. The
curnen! asset mix i our balainced portfolio
approximately A equities to 307 fbed income.

Would you address the issue of when to sell
a stock?

We will sell & stock when one or mone of three
Esues arse with a company: 1) the company’s
camings have slowed down consistently, 2) a
fundamental condition for the purchase has
changed, and/or 3) our research has lumed up
a better investmont opportunity.

Do you utilize any specific tax strategics?

Well, let me start by saying that our number
ore priority 5 o build our dients” wealth, so
our investment decsions ane based on that. |
woukd tum a portfolio over 1000, or mone if |
thought that made sense. That said, owr
buy-and-hald investment approach has been
tremendously  successful, not only in terms of
strong performance but also in terms of high b
efficiency and low costs. A key point about W
Burns & Company Investment Counsel is that
even though all our chienls own essentially the
same securilies, each portfolio is individually
managed. As such, we pay caneful attention o
the tax consequences of any investment decision
on a particular portfolio. In situations whene we
encounter significant capital gains, we altempt
o offset these with any losss or spread them
out over multiple fx yeams. Also, as | mentioned,
our investment philosophy generally results in
low tumover. By holding on o our winning
pessitions and selling those that don’t work  out,
we keep capital gains o a minimum

You said one of the key growth secors your
firm invests in is technology. What do you
think of the Intemet sector as a place to

imvest money?




Jim

Jim:

There s no question that some investors have
made a tremendous amount of money by
ivesting  in Internet  stocks,  But  the
extraordinarity high P/E ratics and the lack of
eamings altogether make them  questionable
investments looking oul thiee to five years from
now. Also, as a framwe of reference, in 1991
Biotechnology stocks wene all the rage and had
huge share price runeups, In fact, of the 35
largest biotech companies at that ime, only 10
have now gone above their 1991 high. In 1982
and 1953, the PC computer boom was hot and
yet by 1984, the top 24 companies were on
average 50% off their highs, and within a year
most of twse firms had exited the business.
Remember companies such as Atar, Wang,
and Tandy? Dell and Gateway wene nol even
public companies at that paint! This gets right
back in the core of our investment philosophy.
We want o own companies  with market-
dominant  products  and  consistent,  above
average camings growthe At this point, we do
not believe that any of the “pure” Intermet
companies exhibit either of these dharacheristics.
Right now, the only fooused Intemnet company
wie omn s Cisco Systems, and the leading provider
of the hardware necessary to transmit all the
data across the Intemet, This company has
been a huge benefactor of the burgeoning,
growth of the Intemet. We are constantly
assessing the industry and are booking  ltor
companies which will dominate and /or use the
Intermet to increase their effidency and expand
their existing busines, So, | would never fule
out taking a position in one or more of the pune
Internet  companies. However, at ths tme,
they do not have any defined camings growth
and are speculative based on their already
OIS Price appreciation

How has the business world changed because of
this new technology?

1 think America is cumently undergoing a onoe-
in-a-lifetime  technological revolution  that s
changing the way people ve and work. It i
cearly making American businesses much mone
efficient and globally competitive. For example
pharmaceutical companies have soen their efforts

Jim:

Jim:

to develop new medicines transformed by the
use of technology. Reseanchers no longer nod
o dribble compounds, one at a bme, nto
sample dishes and wait for long peniods of time
for the oubcomes. Now, micmochip machines
can do hundreds and even thovsnds of tests at
once and get the nesults automatically, makang
new drgg development that much mone dfficent.
So 1 believe technology and the Internet are
both tremendous productivity enhancers,

Speaking of the Intemet, maybe you can give
us your firm's Web address for those interested
in mone information.

Surely. Our website s located at http://
wiwwwbims.oom.

Jim, | appreciate you taking the time for this
interview, | will leave the last words lo you.

Well, | hope anyone who neads this interview
might understand the commitment, quality
and focus of our investment counseling firm.
Our investment strategzy has been very successful
and we believe that will continue in the futare.
Since the inception of LW, Bums & Company
over 25 years ago, the econoany has expernoed
the highest inflation and interest rabes in US.
history; a severe stock market crash; five
presidential elections; an enengy onisis; a war in
the Persian Gulf; an ond o the Cold War; and
numennss global currency crisis and  regional
depressions, Throughout all this, we have been
able to consistently outperform  the market
indices and significantly increase the wealth of
our clients. Not many investors, mutual funds,
or even money managers can make that daim.
At the core of this performance suooess is our
philosophy. We have scen it work in various
market  conditions, and we rmemam  very
optimistic about our finm's futune.

We believe in our nesearch, our people, and the
long-term growth of American business. W,
Burms & Company & il fo bl becwse e
companies we imvest in are bt to st

Thanks for the mfervieow.
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