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Will Investors Pay a
Premium for Being Green?
“Green” investing is a big business. Virtually every brokerage
firm offers a slew of financial
products aimed at environmental improvement – green mutual
funds, green stocks, green bonds,
and green exchange-traded funds.
Morningstar, the investment
research firm, identified a record
351 “sustainable” stock and bond
funds in 2018, a 50% jump from the
year before. Those funds managed
$161 billion in assets.
But while it’s clear that there is
a growing appetite
among investors
to go green, a rigorous new study
finds that people
aren’t willing to
pay a premium
– or “greenium” – just for
the satisfaction of doing
so.
The new study, by
David Larcker and Edward Watts at Stanford
Graduate School of Business, finds
that municipal bond investors demanded exactly the same returns
for green municipal bonds as for
virtually identical non-green bonds
issued on the same day by the same

municipality.
In fact, the study shows it costs
more for cities and towns to sell
green bonds than to sell ordinary
bonds for highways or bridges.
“There’s a lot of hype and rhetoric, but there’s a big underlying
controversy about whether investors would accept a lower return for
green investments,” says Larcker,
a professor of accounting and
director of the Corporate Governance Research Initiative right at
Stanford GSB. “At least for local
governments in the
bond market, there
is no benefit to being green. In fact,
it’s the opposite.”

Hunting for
the
Elusive
Greenium
U n t i l n o w,
Larcker says, it’s been difficult to accurately measure
greeniums because it’s
been almost impossible to isolate
the green factor when accounting
for price differences between similar investments.
To solve that problem, Larcker
Continued on page 21
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21 Perfect Beaches for Retirement
Where You Don’t Need to Be a Millionaire
Most people who dream about retiring at the beach
assume they can’t afford it. But International Living’s
new report identifies 21 gorgeous beach destinations
worldwide where living with the sand and surf steps
from the front door doesn’t cost a fortune – in fact,
in some places it can be done on a Social Security
income alone.
“Lots of people daydream about retiring at the
beach – the warm weather, the laid-back vibe, the
endless summer – all that has great appeal. But
conventional wisdom says it’s something beyond
most people’s reach. In fact, that’s not true,” says
Dan Prescher, senior editor at International Living,
www.InternationalLiving.com. “Retiring on the beach
like a millionaire has never taken a million dollars.
All it takes is knowing where to look. The world is a
big place, and there are scores of beautiful beaches
where retiring and living the good life is within
anyone’s reach. In fact, in some of the beach towns
our report points to, a couple can retire well on less
than $30,000 a year.”
International Living correspondents have identified
the top 21 gorgeous beach destinations that offer a
retirement in the sun without breaking the bank.
Seven of the best include:

Salinas, Ecuador
Salinas is a fully-fledged beach resort – among
Ecuadorians, it’s probably the country’s best-known
resort. This is the place for those who like all
amenities: modern condominium buildings (which
line much of Salinas’s miles-long beach), restaurants,
coffee shops, bars, and discos. Plus there’s regular
bus service to Guayaquil, only two hours away, which
has an international airport.
All of this makes retirement
in Salinas an attractive option.
Despite the flurry of activity that is Salinas, it may
be one of the world’s leastexpensive beach resorts. A
nice private room in a boutique hotel just one block off
the malecón (boardwalk) can be
had for $30 a night for a single.
A steak or seafood dinner in
one of those trendy restaurants costs just $5 or $6. Or
chow down on fish or shrimp,
cooked any way imaginable, at
the local mercado (market) for
about $2.50.
A couple can live well in
Salinas for about $1,400 per
month including rent.

Pedasi, Panama
Pedasi is a wonderful place

to live for ocean lovers. Scuba, snorkel, windsurfing,
and deep-sea fishing are just some of the things to do
here. The town has all the necessary amenities for
day-to-day living – the Minsa-Capsi hospital in Pedasi
offers most services with a variety of specialists –
there are a few grocery stores, gas station and even
a public library. Las Tablas is the nearest shopping
city and it’s only a 45-minute drive away.
The safety of Pedasi is one reason why many
expats move here. In Pedasi, there is little to no
petty crime of any kind. Locals and expats all look
out for each other, and locals welcome expats and
expat businesses.
A typical two-bedroom, two-bathroom home starts
at around $135,000 in Pedasi.
Including rent, a couple can live well in Pedasi on
about $1,265 per month.

Bocas del Toro, Panama
Also in Panama, Bocas del Toro may well be one
of the best-kept secrets in the Caribbean with ocean
breezes, soft reggae music, stunning scenery, and
a laidback atmosphere. Views are quintessential
Caribbean—white-sand beaches, perky green palms,
and warm crystal-clear water. Typical visitors range
from backpackers and surfers to wealthy adventurers
who enjoy traveling to off-the-radar locations.
Expats living here tend to be very involved in
island life. Some have started businesses, helping
fuel the island economy, others enjoy teaching local
students, and others find time to volunteer for
important causes or charities. Much good has come
of this growth, and the community has worked to
Continued on page 15
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Stocks to Watch
LOOKING FORWARD, published for clients of
Friess Associates, LLC and shareholders of
AMG Managers Brandywine Funds
P.O. Box 576, Jackson, WY 83001.

Autodesk to grow earnings by 60%
Insperity expected to grow earning 25%
Scott Gates, CIO, Friess Associates, “As a whole,
2019 is shaping up to be an uninspired year for the
S&P 500 Index’s earnings relative to the recent
past. Fortunately, as stock pickers, we’re not forced
to settle for what is typical of the market in the
current climate. Based on consensus estimates, the
average company held in Friess-managed portfolios
is expected to grow earnings 15.5 percent this year,
or more than twice the rate of the index.
In the Looking Forward newsletter, Chris Aregood
profiles Autodesk Inc., and Insperity Inc.
Analysts expect Autodesk to grow earnings
60% in fiscal year ending January 2020
For decades, architects and engineers have relied
on Autodesk software to formalize their vision,
creating plans for folks in the field to execute. Now,
in pursuit of greater efficiency, digital workflow
is making its way from the design phase to end
construction processes. Given its track record,
Autodesk enjoys a unique foundation to build upon
as the construction ecosystem modernizes.
Autodesk Inc. (Nasdaq: ADSK) sells a range of
computer-aided design products that help engineers,
architects, construction professionals, designers and
entertainers create all sorts of things. The company’s
software provides the flexibility to optimize and
improve designs before execution, helping to save
time and money, improving quality and fostering
innovation. Autodesk’s software products are sold

globally, both directly to customers and through
resellers and distributors. Sales grew 29 percent to
$2.7 billion in the 12 months through April.
Autodesk earned $0.45 per share in the April quarter,
compared with $0.06 in the year-ago period as revenue
jumped 25 percent. Construction-related demand
accelerated in the first full quarter following two
recent acquisitions due to new customer wins, product
integration and the realization of revenue synergies.
Recurring revenue increased 33 percent during
the quarter to $2.83 billion. Management reiterated
prior comments that the company was not adversely
impacted by slowing trends in customer industries
and geographies. There was also no noticeable fallout
from Brexit or trade disputes.
Modern competitive bidding processes require
manufacturing to be more flexible and construction
processes to be more predictable. The transformation
to digital interactive design, planning, scheduling
and real-time cost analysis is a critical contributor to
efficiency and better return on investment metrics.
Based on the consensus estimate, analysts expect
Autodesk to grow earnings 60 percent in the fiscal
year ending January 2020.
Insperity:
A Professional Employer Organization
At less than 4 percent, unemployment hovers near
levels last seen in the 1960s. Tight labor conditions
and an increasingly complex regulatory environment
make human resource management a challenging
task. A growing number of small businesses turn to
Insperity to help them tackle it.
Insperity Inc. (NYSE: NSP) is a professional
employer organization (PEO) that serves as a
full-service human resources department. The
company provides clients with benefits and payroll
administration, medical and worker compensation
insurance programs, personnel records management,
employer liability management, employee recruiting
and selection performance management, and training
and development services. Sales grew 15 percent to
nearly $4 billion in the year through March.
Insperity grew March-quarter earnings 40 percent,
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exceeding the consensus estimate. The record results
stemmed from 15 percent worksite employee growth
combined with effective management of pricing,
direct cost programs and operating costs. Sales grew
14 percent as high retention rates and new customer
additions resulted in a net hiring boost.
Estimated to account for less than 1 percent of the
PEO market, Insperity plans to rapidly expand its
geographic footprint and product suite. After opening
seven new offices last year, the company is slated
to open nine more this year. A new data analytics
offering is being rolled out with an aim toward helping
to attract and retain larger clients.
The Friess team spoke with Chief Financial Officer
Doug Sharp regarding the company’s balance sheet
and capital deployment. Insperity holds more than
$450 million in cash and marketable securities versus
less than one-third of that amount in debt. During the
March quarter, the company increased its dividend
and bought back 230,000 shares of its own stock.
Based on the consensus estimate, Wall Street analysts
expect Insperity to grow earnings 25 percent in 2019.
***************

Value Line MARKET FOCUS
551 Fifth Ave., FL 3, New York, NY 10176.
www.ValueLine.com.

Walmart holds ample investment merits,
particularly for conservative investors.
In Market Focus, a publication of Value Line,
analyst Ian Gendler focuses on Walmart Inc. (WMT),
a Dow-30 component and the owner of the world’s
largest retail chain. It operates more than 3,500
supercenters (includes grocery departments), 415
discount stores, 660 Sam’s Clubs warehouse stores,
and 810 Neighborhood Markets (smaller than
supercenters) in the U.S., plus 6,000 offshore stores.
The company has 2.2 million employees and a market
capitalization that exceeds $290 billion.
Walmart reported solid results for the fiscal first
quarter. The top line grew 2.5% year over year to

$125.8 billion in constant-currency terms. Earnings
per share of $1.13 were well ahead of our estimate of
$1.02, but fell short of last year’s $1.14, as the company
continued to invest in infrastructure, e-commerce,
and improved wages, notes Ian Gendler, Executive
Director, Value Line Research, www.ValueLine.com.
“Walmart U.S. had a strong same-store sales
performance, with that important metric rising 3.4%.
That figure included e-commerce growth of 37%,
which was in line with its performance over the last
several years. The number of transactions increased
1.1%, while the average ticket was 2.3% higher. The
strong comps helped Walmart gain market share in
food and consumables. Notably, Walmart’s private
brands as a percentage of all food sales rose 156
basis points. Management also eased some fears
by reporting that food inflation remained negligible
during the quarter.
“Meanwhile, development of the “omnichannel” is
coming along. Walmart now has 2,450 stores in the
U.S. with grocery pickup, also enabling them to provide
same-day grocery delivery in nearly 1,000 locations at
quarter end. The company expects 1,600 stores to offer
grocery delivery by year-end. Moreover, by the end of
2019, 75% of the country will be covered by next-day
delivery for much of Walmart.com’s inventory.
“We think that the stock holds ample investment
merits, particularly for conservative investors.
Walmart’s breadth of operations and financial
strength put it in an enviable position and, to no
surprise, the equity holds our top rank for Safety™.
On a risk-adjusted basis, annual total return
prospects are worthwhile.”
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INVESTOR ADVISORY SERVICE
711 W. 13 Mile Rd., Madison Heights, MI 48071.
Monthly, 1 year, $399. E-subscription, $299.
www.iclub.com/IAS.
Includes Updates and E-mail Alerts.

iRobot’s launch of Terra lawn mower
could provide upside potential
Douglas Gerlach: “Expect the Fed, trade, and
political factors to continue to impact market
performance. Investing in quality, durable, growing
businesses is a sensible investment strategy no
matter which of these factors is driving short-term
performance. Over long periods of time these are
the types of companies that are most likely to allow
investors to achieve their objectives.”
iRobot (Nasdaq: IRBT) makes consumer robots
that perform household tasks. CEO Colin Angle cofounded the company in 1990. It started trading on
the Nasdaq in 2005.
You are probably familiar with the company’s Roomba
vacuums, which still provide more than 90% of revenue.
Braava mops accounting for most of the remaining 10%.
The company plans to launch its first Terra lawn mower
in the U.S. next spring. It once made police and military
robots but exited those markets in 2016.
For the all-important Roomba line, price points
range from about $300 to $1,100. Innovation is steady
and incremental. The company recently attached an
independent dustbin to its docks for the first time,
permitting a robot to make multiple runs without
being emptied.
Gross margins run about 50%. There is some
short-term risk that tariffs will increase costs and cut
those margins. The company is belatedly building a
dual-sourced supply chain in Malaysia.
On the other hand, iRobot might be able to pass
rising costs along to consumers. Consumer brands
matter, and iRobot has a strong one in the U.S.,
where the company estimates it commands 60%
market share for robotic vacuums. The company
estimates that robot vacuums are in about 11% of
U.S. households currently and account for 24% of
new vacuums sold.
Foreign sales are about half of overall revenue and
have, surprisingly, been declining lately as a fraction
of overall sales, despite the company purchasing two
of its foreign distributors in 2017. The brand doesn’t
seem to be quite as strong overseas.
Growth hasn’t been all that cheap. Although sales
growth has lately been north of 20% in each of the
past two years, selling and marketing expenses have
increased as a percentage of sales. The company
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has seen offsetting leverage on the general and
administrative line.
It would be nice to see iRobot add another product
besides vacuums and mops. Its lawnmower will be
an interesting case study. There are existing robot
mowers, but the company thinks its differentiated
mapping technology will make its Terra product easier
to adopt. Existing options require the homeowner to
install an electronic barrier, while iRobot’s mower
will use GPS mapping.
The company envisions placing multiple devices
in a home and teaching them to communicate. This
is reminiscent of the ecosystem approach other
“connected home” companies pursue. It’s hard to
imagine needing an army of vacuums and mops within
the same home, but one could imagine iRobot being
acquired or otherwise incorporated into a larger
company’s connected home strategy.
The company has experienced some lulls in its
growth rate historically. 2012 and 2013 were slow
years. 2019 may be shaping up as another slow year.
Q1 revenue increased just 10%, and pressure from
Chinese tariffs will affect supply costs more in Q2,
perhaps longer. Shares are down more than 30% from
their recent highs.
Refreshingly, iRobot is not a serial diluter like
many consumer-oriented technology companies are.
The company granted options on just 11,000 shares
in 2017 and no options in 2018. Combined with
some modest buybacks, the share count has declined
about 1% per year since 2014. The aforementioned
acquisitions of foreign distributors have been another
use of cash. The balance sheet has swelled steadily
as well and now has current assets in excess of total
liabilities by about $240 million.
We model 11% sales growth going forward.
Underpinned by the ongoing steady adoption of robot
vacuums, strong adoption of the lawnmower would
provide some potential upside.
Our EPS growth estimate is 14% per year for five
years, which could generate EPS of $6.07. That figure,
combined with a high P/E of 32.2, generates a high
price of 196. For a low price, we apply a low P/E of
18.6 to EPS of $3.07. This produces a low price of 57.
On that basis, the upside/downside ratio is 3.1 to 1.
Editor’s Note: Investor Advisory Service (IAS) is a ninetime recipient of the Hulbert Newsletter Honor Roll. IAS has
outperformed the market over the last 10- and 20-year periods,
making it one of the top-ranked newsletters for consistent longterm stock market performance.
In each monthly issue of IAS, 3 stock recommendations are
featured along with in-depth profiles of recommended companies
and economic and market trends. Download a FREE sample
issue of IAS, one of the nation’s top-performing stock investment
newsletters at www.InvestorAdvisoryService.com
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DOW THEORY FORECASTS
7412 Calumet Ave., Hammond, IN 46324.
1 year, 52 issues, $289.
www.dowtheory.com.

Zebra sits where key trends meet
Richard Moroney: “Several megatrends are
shaping the future of business globally – the internet
of things (IOT), cloud computing, big data, mobility,
intelligent automation, and the “on-demand”
economy. At the intersection of these trends is Zebra
Technologies (ZBRA).
The company delivers end-to-end solutions that
connect people, corporate assets, and data to help
customers make better business decisions. The
company has put up strong growth numbers over the
last five years, with per-share profits rising more than
fourfold and sales increasing 152%. Record profits and
sales are expected this year and next.
The stock has been volatile in recent months,
partly as a result of the China-U.S. trade war – the
firm imports a “significant” percentage of products
into U.S. and China. Also weighing on the stock are
expectations for a slight slowdown in organic revenue
growth in the second half of the year. The recent
pullback offers a good entry point for new buying.
Zebra is a Focus Buy and Long-Term Buy.
Zebra Has Earned its Stripes
Zebra’s corporate name makes a lot of sense when you
consider the company’s legacy business – bar-coding. The
firm is a leader in this space and has produced a number
of firsts: the first handheld laser barcode scanner (1980),

the first barcode printer (1982), the first thermal printer
for on-demand barcode labeling (1986), etc. The company
has expanded its product-identification business over the
years to include radio-frequency identification (RFID)
products and printers.
Overall, the company holds the No. 1 market
position in mobile computing, data capture, barcode
printing, and mobile RFID. The firm’s products serve
a host of industries, from health care (the company’s
fastest-growing vertical) to transportation/logistics
to retail/ecommerce to manufacturing.
Zebra started 2019 strong, with first-quarter
organic sales growth of 8% and per-share-profit
growth of 14%. The gains were driven by 13% revenue
growth in the company’s enterprise visibility and
mobility unit. The asset intelligence and tracking
segment posted more subdued revenue growth of 1%.
The company increased its 2019 sales and profit
outlook, based on the solid start to the year and the
February acquisition of Temptime Corp. Temptime
makes time-temperature indicators for temperaturesensitive vaccines, pharmaceuticals, and medical devices.
For the second quarter of 2019, Zebra expects net
sales to increase 7% to 9% and per-share profits to rise
13% to 19% to $2.80 to $2.95, versus the consensus of
$2.90. It’s worth noting that Zebra has beaten consensus
sales and earnings targets in each of the last 10 quarters.
Conclusion
Zebra stock could yo-yo a bit in the near term until
we have greater clarity on the China trade front.
However, these shares trade at 19 times trailing
earnings of $11.38. That’s at least a 26% discount
to the peer group and the stock’s five-year average.”
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SMART INVESTING NEWSLETTER
a publication of Wilsey Asset Management
San Diego, CA.

Archer Daniels Midland: A safe
investment in an expensive market
Brent Wilsey: “As the market has continued its
climb to new heights, I have often been questioned
if this rise is problematic. By no means do I think
the stock market is inexpensive, but that is the
reason I recommend finding good quality businesses
which trade at good valuations,” says Brent
Wilsey, President of Wilsey Asset Management, a
San Diego-based investment advisory firm, www.
wilseyassetmanagement.com.
“One business which I have been fond of for many
years is Archer Daniels Midland (ADM). It is a
good, stable company which has recently gone on
sale. The current price of $40.54, is more than 20%
below its 52-week high of $52.07.
The company is an agricultural processor and food
ingredient provider. The food ingredients include
alcohol, beans, dried fruits, extracts, flours, grains,
oils, sweeteners, and many others. The company
is also involved in providing supplements, animal
nutrition, and fuel to the industrial industry. It is
beneficial when a company can use its products and
services to supply a variety of different industries,
as this reduces the reliance on a particular industry
should one group slow down. This well run company
is also impressive because it has had consecutive
profits for the previous 20 years. I believe this is a
credit to management and the safety of the industry
in which it operates.
“With the fall in the stock price, the valuations
now look very appealing. The current P/E of 13.9, is
well below the industry average of 80.3; Price/Sales of
0.3, compares well to an industry average of 1.2; and
Price/Cash Flow of 8.7, is also inexpensive against an
industry average of 18.8. Price/Tangible Book value of
1.7, compares to an industry which is not material. I
am also impressed with the ratio, trading under 2.0
given the consistent earnings stream.
Even with inexpensive valuations, ADM has
witnessed some growth. Sales have grown 4.5% over
the last 12 months, while EPS has increased 31.4%
during the same time frame.
“Investors in the business receive a nice dividend
yield of 3.5% and the company only uses 43% of its
earnings to pay it out. This gives me comfort in the
sustainability of the dividend payments.
“The balance sheet for ADM looks very strong
given a current ratio of 1.5, which provides plenty of
liquidity and a Debt/Equity of just 52%, shows the
company does not have too much debt.
“Looking forward to December 2020, estimated
GAAP EPS of $3.57 would give us a target sell price
of $58.91. I am very impressed with the preliminary
research on ADM and believe it is definitely worth
further research. The stock will likely continue to be
volatile in the short term, but long term this looks
like a great business which is worth holding.”

Source: Brent M. Wilsey a seasoned financial strategist with over 40 years of experience in the field. Wilsey

currently owns and operates San Diego-based Wilsey Asset Management with nearly $250 million under management. To view
investment services provided by Wilsey Asset Management visit
www.wilseyassetmanagement.com.

***************

Conrad’s UTILITY INVESTOR
Capitalist Times, LLC, 6841 Elm St. #1057,
McLean, VA 22101.
Monthly, Online e-Letter, 1 year, $499
www.ConradsUtilityInvestor.com.

AES Corp: Big profits
from a case of mistaken identity
Roger Conrad: “Less than two decades ago,
AES Corp (NYSE: AES) was one false step from
bankruptcy. That’s when management dramatically
slashed debt, streamlined its portfolio and modernized
its fleet and systems with the most advanced power
technology.
Now, AES is on the verge of attaining its first
ever investment grade credit rating. The company
consistently generates its targeted 7 to 9 percent
annual earnings growth from a highly transparent
investment pipeline. It’s a leading developer of solar
energy as well as grid level battery storage. And it
has achieved membership in the electricity sector’s
most exclusive club: The 15-member Dow Jones
Utility Average.
AES shareholders have certainly benefitted from
the company’s progress, including a better than
40 percent total return over the past 12 months.
Nonetheless, the stock continues to trade at the
heavily discounted valuation of 12.3 times expected
2019 earnings, by far the lowest in the DJUA. That’s
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despite consistent 8 percent plus earnings growth,
second in the average only to NextEra Energy
(NYSE: NEE).
AES’ discount is due to two reasons. First, it’s the
only DJUA member rated below investment grade.
That should be remedied by an upgrade next year,
though company bonds already fetch investment
grade-level prices and yields.
Second, AES realizes nearly 60 percent of revenue
from utilities and contracted power operations
outside the US. Concern about foreign exposure has
consistently triggered selling of company shares
since the initial public offering in June of 1991. And
it is again in the wake of US/ China trade dispute
worries.
AES’ operations abroad are not without challenges.
This week, for example, Brazilian regulators rejected
its $134 million purchase of a portfolio of wind farms.
By 2022, directed capital spending will push US
operations to well over 50 percent of cash flow. But
the real security for growth and dividends comes from
a diversified, contracted and funded project pipeline
of 6,225 megawatts of capacity. That’s coupled with
$100 million in annual cost savings, supplemented
with timely asset sales such the April exit from the
UK and Jordan that netted $211 million.
The package here is consistent growth that’s
worthy of a much higher valuation. Buy AES below
17.”
Editor’s Note: Roger Conrad has provided in-depth analysis
of the utility sector to individual and institutional investors for
more than 20 years Conrad’s Utility Investor delivers high-quality
analysis and rational assessment of the best dividend-paying
utilities, MLPs and dividend-paying Canadian energy names. For a
Special Subscription Offer visit www.ConradsUtilityInvestor.com.

***************

NATE’S NOTES
P.O. Box 667, Healdsburg, CA 95448.
Monthly, 1 year, $289
www.NotWallStreet.com.

Top Picks (for new money)
Nate Pile’s top picks for the month are: Catasys,
MannKind and Walt Disney.
“Catasys (CATS) – While the stock could just
as easily fall back to $14 as it could push into new
high territory in the weeks and months ahead, the
bottom line is that the company is on a roll (and
appears to potentially be on the verge of entering
“the sweet spot” in terms of an accelerating growth
trajectory) and the stock is acting well these days...
and though it remains to be seen how the stock
will act if the overall market decides to head south,
history suggests that if things do break out to the
upside, Catasys’ stock could be poised for some very
nice gains as well! CATS is a strong buy under $14
and a buy under $22.
MannKind (MNKD) – With volume in the stock
having dried up to virtually nothing (and optimism
seeming to be in equally short supply these days),
the stage is certainly set for the possibility of some
fireworks if it turns out that Castagna is, in fact,
in the final stages of delivering on this round of his

game plan (and it will be interesting to see what – if
anything – ends up happening once the Deerfield
debt has finally been paid off). I believe the stock is
extremely undervalued at current prices and should
be bought. MNKD is a strong buy under $5 and a
buy under $10.
Walt Disney (DIS) – Though the company clearly
has a great deal of exposure to the global economy,
Disney’s stock is continuing to trace out a very
bullish chart pattern (and “strength often begets
strength” when it comes to stock prices)! This stock
should definitely be on your “first buy” list. As long
as the stock is below the buy limit, you should look
at strength as a reason to buy. DIS is a strong buy
under $132 and a buy under $148.”

Editor’s Note: Nate’s Notes, one of the top performing
newsletters in the country, is focused on growing wealth for his
subscribers via a sensible, long-term approach to investing.
Written in a concise, easy-to-read style, each issue contains
market commentary, updated outlooks and recommendations on
each of the 20 companies that make up the newsletter’s portfolios.
Nate Pile’s two portfolios (the Model and Aggressive) have
produced stellar returns for his subscribers over the years. In fact,
Nate’s Notes has held the #1 position for one-, five, ten-, and fifteenyear returns at various points in time since The Hulbert Financial
Digest began tracking the newsletter’s performance in early 2000.

***************

GUIDING MAST INVESTMENTS
10 Forest Ave., Saratoga Springs, NY 12866.
Monthly, 1 year, $85.
www.GuidingMastInvestments.com.

Brinks a pot stock?
George Fisher: “Brink’s (BCO) CEO: We are
well positioned to serve the cannabis industry. In
an interview on CNBC’s Mad Money, Brink’s CEO
Doug Pertz said: We are going to rename Dunbar
trucks as Brinks…We think there is a whole range
of customers who are not using our services…Our
combined industry serves less than 10% of retail
locations…There is still a large retail industry that
continues to grow…We provide services on a local
basis…On a global basis, cannabis is going to create
a huge opportunity.
With the cannabis industry in the U.S. being a
strict cash or debit card business, the amount of paper
money needing protection and secure transportation
is growing like a weed (pun intended).
Not only is the booming pot business a plus for
electric utilities due to the amount of power needed
for marijuana greenhouses. It is also a new market
for security firm Brinks and its peers. This could be
an under-the-radar opportunity overlooked by many
cannabis-focused investors.”

Investment Models, Inc.
A Proven Buy/Sell Market Timing Service
— Impressive 40-Year Track Record —
Ranked “Top Ten Timer” by Timer Digest

www.investment-models.com
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THE BOWSER REPORT
PO BOX 5156, Williamsburg, VA 23188.
Monthly, 1 year, $72 online, $78 print edition.
Includes weekly email and Daily Updates.
www.thebowserreport.com.

Table Trac in the early stages
of capturing market share
The Bowser Report’s Company of the Month is
Table Trac, Inc. (TBTC) which develops and sells
systems and technical support to casinos.
Editor Faris Sleem: “The open architecture
of the Table Trac system is designed to provide
operators with a scalable and flexible system that
can interconnect and operate with most third-party
software or hardware. The system adds functionality
to related casino system modules for guest rewards
and loyally clubs, marketing analysis, guest service,
promotions, administration/management, vault/
cage management and audit/accounting tasks.
The company also offers Casino Trac, a casino
management system. In addition, it provides system
sales services comprised of installation, custom casino
system configuration, training and technical support
services to casinos. TBTC was founded in 1995 and
currently has 24 employees.
Earnings Growth
Table Trac’s revenue and profits have grown at a
steady rate over the past few years. In the most recent
quarter, revenues grew 27% year-over-year, and net
income grew to $7,960 from a net loss.
There are two significant contributing factors to
the growth in operating income:
• Revenue growth: Sales have grown at an
average rate of 26% annually.
• New installations: Gross margins increased 43%
in 1QFY19 due to the company’s Australian reseller
installing eight new systems. This immediately
improved the bottom line.
It seems that TBTC is in an earlier stage of
capturing market share.
Balance Sheet and Valuation
Table Trac’s balance sheet shows an asset-rich
company with plenty on cash on hand. Its current
ratio of 6.4 indicates a high level of liquidity and
lowers risk for long-term investors.
TBTC has a slight amount of long-term debt
($67,000), which is less than 10% of sales.
TBTC trades at high price relative to its book
value, but it’s in line with the industry average.
Even though TBTC doesn’t have extremely high
sales, its value creation and improvement in margins
have helped build a strong fundamental foundation.
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Its price/earnings ratio of 15 and price/sales ratio
of 1.3 are both favorable relative to the industry
averages, spelling value for investors.
Opportunity and Risks
Industry outlook and individual outlook make
the current share price an appealing entry point.
While Table Trac is within the Resorts and Casinos
industry, it provides services to these companies.
This means that it doesn’t have the common financial
characteristics of the industry, including an extremely
high debt/equity ratio and razor thin margins. If
anything, TBTC benefits from the need for financial
efficiency within the Industry.
TBTC’s largest competitive advantage is its price
point. Nearly every major client it has landed over
the past year has commented on the company’s track
record and low prices. This usually results in poor
margins, but that is clearly not the case with TBTC.
Maintaining a competitive edge can be tough in this
industry as technology advances at a faster rate. The
company has been quietly increasing its research and
development budget, with expenses increasing 153%
to $118,765 for FY18.
The only significant is that the company seems
heavily dependent on its Founder and CEC Chad
Hoehne. He is currently 57 years old, so the concern
of retirement is relatively low. His history with the
company and active involvement in almost all aspects
are more of a positive than negative, but could still
add risk if he decided to leave or was forced to leave
for any reason.
The only other risk is the low share count, which
makes the stock less liquid and more volatile. If it
were to ever uplist from OTCQB, which seems likely
in the long run, then it would become a more activelytraded stock.
Ownership
While Table Trac’s share structure may seem like
it adds risk, it also indicates that TBTC has very high
potential. With just 4.5 million shares outstanding
and a whopping 47% of insider ownership, there
are only 2.5 million shares available to the public
(float). Although this makes shares more volatile.
It also adds the potential for a dramatic increase in
market value if institutional investors stepped in.
It’s bold to assume that institutions are interested
in OTC-listed stocks, but its low liquidity risk and
consistent revenues overshadow the risk of low
trading volume.
Part of the reason insiders own such a large
stake is because Hoehne owns 1.2 million shares.
In addition to his large positron, insiders have
accumulated 14,000 shares within the past twelve
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months without any sales.
Conclusion
Table Trac has been on our radar for quite
some time, but has just recently achieved the
financial consistency that we like to see in our
recommendations. The company’s low prices and
high-quality systems provide it with an edge in a
competitive industry. TBTC has outstanding contract
momentum, and it shows with the sudden increase in
operating income and profits. We believe that TBTC
is a moderate risk/high reward stock that is in the
early stages of capturing market share.”
Editor’s Note: The Bowser Report specializes in researching,
recommending and following up on profitable, growing companies
that trade for $3 or less per share. For more information visit
www.TheBowserReport.com.

***************

THE KONLIN LETTER
5 Water Rd., Rocky Point, NY 11778.
1 year, 12 issues, $95.
www.konlin.com.

WYY a leading provider of trusted
mobility management solutions
Konrad Kuhn’s Featured Stock of the Month is
WidePoint Corp (NYSE Mkt: WYY).
“WYY is a leading provider of trusted mobility
management (TM2) that consists of federally
certified communications management, identity
management and bill presentment and analytics
solutions to government and commercial sectors
in North America and Europe. They also provide a
professional services solution centered on the use of
WYY’s proprietary advanced and federally certified
software solutions and supported by their in house
subject matter experts.
WYY offers its TM2 solutions through a flexible
managed services model which includes a scalable
and comprehensive set of functional capabilities
that can be raised by any customer to meet the
most common functional, technical and security
requirements for mobility management. WYY’s
TM2 solutions were designed and implemented with
flexibility in mind such that it can accommodate
a large variety of customer requirements through
simple configuration settings rather than through
costly software development. The flexibility of
WYY’s TM2 solutions enables its customers to be
able to quickly expand or contract their mobility
management requirements. Their TM2 solutions are
hosted and accessible on-demand through a secure
federal government certified proprietary portal that

Top Gold Stock
Picks, Live
Charts, News,
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GoldStockNews.com

provides their customers with the ability to manage,
analyze and protect their valuable communications
assets and deploy identity management solutions
that provide secure vital and physical access to
restricted environments.
WYY was recently awarded a $1.6 mil. contract
expansion from U.S. Customs and Border Protection
(CBP) to deliver managed services. Under the new
Task Order, the number of devices WYY manages
for CBP will increase 50% from 30,000 to 45,000
devices. The expansion program term was from
3/20/19 to 3/29/19, with an option to be extended for
one additional year. The $1.6 mil expansion increases
the total value of the Task Orders issued by CBP
under the CWMS BPA for Core Managed Services
from $4,950,000 to $6,600,000.
Revenue for FY’18 increased 10% to a record $83.7
mil., with the net loss narrowing to $0.4 per share
vs. $0.8 for the prior year. The Q4’18 was a strong
finish to what was a pivotal year for WYY of not only
stabilizing the business but beginning the process of
driving strong, sustainable and profitable growth.
Revenue for Q1’19 increased 9% to $21.9 mil., with
net income of $384,000 or $0.00 per share vs. a loss
of S0.01 per share for the same period in the prior
year. The company maintains a healthy balance
sheet with cash and cash equivalents of $4.6 mil,
with 84,351,018 shares outstanding (as of May 14,
’19), of which insiders own 7.7% and institutions
hold 29.9%.
The stock was recommended at 0.41 and surged
53% and has since retreated back into the support
area of 0.40-0.44, a buying opportunity for our 1 st
objective of 2.00-2.50 as their financial performance
in Q4’18 was highlighted by a 24% increase in
revenues and a 25% increase in gross profit. The
Q1 was a strong start to what is anticipated to
be a solid year for WYY that secured more than
$1.3 mil in TM2 contracts, the majority of which
are high-margin, commercial contracts. WYY also
made substantial progress in Q1 bolstering its
credentials by successfully implementing ITMS™
(Intelligent Telecommunications Management
Systems™) instance with GovCloud, which is a
first for the industry and a crucial step towards
achieving a FedRAMP certification. Ultimate
target 3.25-3.50.”
Editor’s Note: The KonLin Letter specializes in low price
stocks under $10, with emphasis on emerging growth and special
situations poised for explosive price appreciation. Each issue
features 5 low-priced stock selections and a review of 30-35
different small caps while monitoring a broad range of technical
indicators for the best possible Market Timing Advice. For more
information visit www.konlin.com.
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New buys for the second half
Joseph Shaefer made the following news buys for
the rest of 2019: ENB, PPC, SNY, ARCC and GLDD.
He added 200 shares of Enbridge (ENB) to the
portfolio. “Also two old favorites known to most
subscribers from previous discussions. Some clients
already hold either (or both) of Pilgrim’s Pride
(PPC) or big income-generator Ares Capital (ARCC).
As well, I am buying shares for the first time in a
fine health care firm in France, similar to our Roche
(RHBBY) Swiss holding: Sanofi (SNY).
Finally, I am really digging into my past to bring
this one forward – Great Lakes Dredge & Dock
Corporation (GLDD).
Pilgrim’s Pride Corp, as anyone who has shopped
in a supermarket in the last decade probably knows,
is one the top producers of fresh, frozen, and various
ready-to-serve chicken products in the USA, the UK,
Europe, and Mexico. The company also sells lots of
its chicken to the foodservice market – like chain
restaurants (finger-lickin’ good!), food processors,
and others.
Less well-known is that is now a (listed) subsidiary
of JBS S.A., the deep-pocketed Brazilian company
that is the world’s largest purveyor of animal protein
in a world desperate for quality protein. As a result,
PPC also exports its various products to the Middle
East, Asia, and other countries.
Ares Capital Corp (ARCC) is a business
development company (BDC). I’ve owned it before
and still do for many clients. The company specializes
in acquisition, recapitalization, mezzanine debt,
restructurings, rescue financing, and leveraged
buyout transactions of middle market companies. It
also makes growth capital and general refinancing.
One thing I like about Ares is that the company
prefers to make investments in companies engaged
in basic manufacturing, business services, consumer
products, health care products and services, and
the information technology service sectors. Basic
Amurrican “stuff.” Their focus is on investments
in the Northeast, Mid-Atlantic, Southeast and
Southwest regions from its New York office, the
Midwest region from the Chicago office, and the
Western region from the Los Angeles office.
Ares will typically invest between $20 million and
$200 million (with a maximum of $400 million) in
companies with an EBITDA between $10 million and

Puma Exploring Copper-Zinc Project
in New Brunswick, Canada

$250 million. It makes debt investments between $10
million and $100 million They invest via revolvers,
first lien loans, warrants, unitranche structures,
second lien loans, mezzanine debt, private high yield,
junior capital, subordinated debt, and non-control
preferred and common equity. Finally, Ares prefers
to be an agent and/or lead the transactions in which
it invests, and often seeks board representation in
its portfolio companies. ARCC’s current yield is 8.8%.
My only concern with Sanofi (SNY) is that is
French. That is not intended as a cultural slur – I love
visiting France! For whatever reason, however, I just
don’t seem to have great good fortune with French
companies. I do my due diligence, I consider all the
fundamental, technical and sentiment indicators, I
buy them right – and then they just sit there, mocking
me. Let us hope this is the one that breaks that mold.
Like every large research and pharmaceutical firm,
Sanofi provides therapeutic solutions worldwide. I
could list all their wonder drug solutions from their
website , like “Cerezyme and Cerdelga for Gaucher,
Myozyme and Lumizyme for Pompe, Fabrazyme for
Fabry, and Aldurazyme for mucopolysaccharidosis
Type 1; and Aubagio, an immunomodulatory and
Lemtrada, a monoclonal antibody for multiple
sclerosis.” But I would fall asleep halfway through it.
Let us just say they are at the leading edge
in solutions for multiple sclerosis, hemophilia,
metastatic cutaneous squamous cell carcinoma and
other cancers, insulins for diabetics, anti-arrhythmics
for atrial fibrillation, anti-hypertensives, dialysis,
osteoarthritis, insomnia, seasonal allergic rhinitis
and uncomplicated hives, and epilepsy. It also
provides generic products and non-prescription
consumer products for allergy, cough, cold, pain,
nutrition, digestion, pediatrics, influenza, meningitis,
travel, and endemic vaccines.
I think the marketplace is simply under-valuing
this company. Hey, maybe I’m not the only one snakebit by French companies!
Whenever there are floods, hurricanes, tornadoes,
or man-made disasters in rivers, ports and bays, who
ya gonna call? Not Ghostbusters, but Great Lakes
Dredge & Dock (GLDD). GLDD is the largest
provider of dredging services in the United States
and the only U.S. dredging company with significant
international operations.
GLDD employs experienced civil, ocean and
mechanical engineering staff in its estimating,
production and project management functions. In
its over 129-year history (!!) the company has never
failed to complete a marine project. Great Lakes has
Continued on next page
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may move higher. Palm oil looks firm on a long-term
downtrend. Grains are extremely bullish, could see
big gains after suffering minor losses. Coffee and
cocoa are poised to overcome major barriers and are
seen rising.
To read the full report, Click Here

In Gold We Trust 2019
The annual In Gold We Trust report is the
authoritative report on gold investing, and is required
reading for investors in the precious metals market.
The comprehensive Gold Report – the gold standard
of gold research – (95 pages condensed version)
contains Technical Analysis, Charts, and Economic
Commentary on Gold. Authored by analysts RonaldPeter Stoeferle and Mark J. Valek, Incrementum AG,
an independent investment and asset management
company based in Liechtenstein. To download the
In Gold We Trust report (extended 341-pg also
available) Click Here

Gold Mid-Year Outlook:
Heightened risk meets easy money. Central
bank gold demand – led by emerging markets – to
remain positive for the foreseeable future. Consumer
demand may be soft and speculative activity could
amplify price movements, but overall, it is likely that
investment demand will remain robust and central
banks will continue their net purchasing trend.
Read More

Commodities:
Reuters Q3 Technical Outlook
Crude oil may end its rally soon and revisit last
December lows in Q3, while gold may sustain its
bullish momentum. Copper could fall, aluminium
Continued from previous page
a disciplined training program for engineers that
ensures experienced-based performance as they
advance through GLDD’s operations. Their Incidentand Injury-Free (IIF®) safety management program
is integrated into all aspects of the company’s culture.
The company’s commitment to the IIF® culture
promotes a work environment where employee safety
is paramount. Great Lakes also owns and operates
the largest and most diverse fleet in the U.S. dredging
industry, comprised of over 200 specialized vessels.
As our rivers, ports and littoral ocean areas become
ever more crowded and Mother Nature continues to
remind us who is really in charge of our daily lives, I
don’t see an end to the backlog at a great outfit like
GLDD.

Editor’s Note: Joseph Shaefer is Chief Investment Officer for
Stanford Wealth Management, www.stanfordwealth.com. Shaefer
is also editor of The Investor’s Edge newsletter which can be read
at SeekingAlpha.com.

GFMS Metals Price Forecast
• Gold will continue to remain the main beneficiary
of global economic and political uncertainties, with
the ongoing trade dispute between the world’s
two largest economies rocking the markets across
the world and posing risks to the global economic
outlook. Technically, gold has formed an “inverted
head and shoulder” pattern. Normally, in a “head
and shoulder” pattern, the distance from head to
shoulder is measured and then added with head
or shoulder point to determine the length of the
rally. For example, in current context, the ‘head’
point is $1,200/oz and shoulder ‘high’ is $1,344/
oz. So, the distance from head to shoulder is 1,344
-1,200 = 144. Now, if we add $144 to $1,344, then it
is coming $1,344 + 144 = $1,488. It is possible that
gold can touch $1,488/oz before we see a significant
correction. Strong support will remain around
$1,365/oz to $1,355/oz level.
• Silver does not look to be trending as strongly.
It looks like a mainly sideways movement with an
additional step lower every time. Revivals record
lower highs, from a high of $16.1/oz in Q1 2019 to
a high of $15.5/oz in Q2 2019. A close below $15/oz
sets up a bearish movement further down to $14.3/
oz and below that $14/oz. No signs of a rectification
in the gold:silver ratio at present, as the upward
trend in the ratio is only increasing. While silver is
set to benefit from the anticipated rise in the gold
price, economic woes will remain a major drag on
the industrial metal, with the silver price forecast to
average $15.39/oz in 2019.
• While we expect to see a recovery in the
Platinum price later in the year, supported by a
positive shift in sentiment towards gold, the metal’s
relatively weak fundamentals, with another market
surplus forecasted for this year, will continue to weigh
on the price, which we expect to average $835/oz in
2019.
• Palladium seems to continue its upward
trajectory towards previous all-time highs at around
$1,600/oz. Lower level is $1,300/oz. Five consecutive
weeks of increases is impressive, even for palladium,
usually you see more weeks of consolidation in the
uptrend. It may therefore be a tough hurdle to
break through the $1,600/oz level again. RSI is also
indicating somewhat overbought, although the price
can linger in overbought levels for quite a while as
previously has been the case. We previously cautioned
of some signs of price rally fatigueness, which is
still present, but the trend is your friend and that is
clearly still up. It is difficult to say though what the
next level beyond $1,600/oz would be.
Source: Refinitiv, global leader in financial
markets data and infrastructure.
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How the Rule of 72 Works

Novel Way to Reuse Cotton Refuse

How long will it take to double my savings?
Compound interest can have a dramatic effect on
the growth of a single deposit. By dividing 72 by your
investment return you can determine the amount of
time required for your money to be worth about twice
as much as it is today. For example: If your money
is in a savings account earning three percent a year,
it will take 24 years to double your money (72 ÷ 3
= 24). If your money is in a stock mutual fund that
you expect will average 8% a year, it will take you
nine years to double your money (72 ÷ 8 = 9). If you
don’t want to do the math yourself, use this Rule of
72 Calculator, Click Here

Finding use for waste generated as a byproduct
of a production process is always a welcome step
in the never-ending march toward conservation.
Finding use that displaces an environmentally
unfriendly material is more of a leap. Researchers
from Deakin University in Australia are working
to change cotton ginning in ways that could lead
to a kangaroo-like advance in the eco-friendliness
of the process. Separating cotton fibers from their
seeds results in more than 10 million tons of cotton
waste going into landfills each year, according to
the Deakin team. The team is hoping to slash that
number by using discarded lint, seeds and stems to
create biodegradable plastic that could reduce usage
of harmful synthetics. Using cheap, environmentally
friendly chemicals, the researchers were able to
convert ginning trash into a liquid organic polymer
that they used to create a plastic film. Made on a
large scale, the team envisions the biodegradable
plastic used as bale wrap or seed packaging,
potentially becoming part of a full-cycle agricultural
process. In addition to its environmental potential,
the Deakin team believes the waste-derived plastic
would be cheaper to make than its petroleum-based
counterparts. – Friess Associates

Plant-Based Meat Sales
Could Grow by More Than 25% a Year
to $85 Billion by 2030
The plant-based food market has seen explosive
growth in the past year with the public listing of
Beyond Meat and Burger King’s nationwide rollout
of the Impossible Whopper. There could be plenty
more growth to come: UBS expects the plant-basedprotein or alternative-meat market to grow by 28% a
year, from $4.6 billion in 2018 to $85 billion in 2030.
Plant-based dairy alone could be worth $37.5 billion
by 2025.

KAR and IAA: interesting Growth
Prospects
“On June 28th KAR Auction Services completed
the long-planned spinoff of its salvage auction
business, IAA. With the spinoff, each KAR shareholder
received one share of IAA stock, which trades under
the ticker symbol “IAA.” KAR continues to house the
whole car auction business as well as a financing
operation that primarily supports that business.
The strategic thinking behind the separation makes
sense, as each company is well positioned as an
industry leader in what is effectively a duopoly.
While both companies possess interesting growth
prospects, the opportunities in front of each differ as
do the priorities for capital allocation. KAR (24.68)
is a buy up to 22.”
Source: Doug Gerlach, Investor Advisory Service
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Barbie’s Big Comeback
Barbie sales have been choppy for the past several
years. Along with that, Barbie’s parent, Mattel
Inc. (NYSE: MAT), has been in trouble. As Barbie
turns 60 years old, her sales have surged, pulling
Mattel from a sharp spin downward, notes Douglas
McIntyre, Editor-In-Chief & CEO, 24/7 Wall St.,
www.247wallst.com.
Barbie sales in the most recent quarter rose 13%,
a bigger increase by far than for any other Mattel
product. Mattel’s revenue overall was up 4% to $962
million. Barbie was 20% of that total. Mattel’s other
two large product lines posted mixed results: revenue
for Hot Wheels was up 9% to $175 million, while
revenue from Fisher-Price dropped 4% to $222 million.
What has Barbie done? Among the most critical
things is she went digital. Mattel sells four Barbie
apps. Most are priced at $5.99 and sell at Apple’s App
Store. Unlike real dolls, which cost money to make,
apps ad dollars without new material, factory and
shipping costs. The apps also let children “be” what
they want to be. Barbie can become a pilot, athlete,
skateboarder, fairy princess or artist.
Barbie has gone on the road. Her line of travel toys
includes accessories for trips by helicopter or airplane,
to the beach, as well as ways to take along pets.
Mattel has invented videos for Barbie: music
videos, digital movies and tours of Barbie homes.
Barbie has her own videos games too, including
racing, cooking and puzzles.
Countless restructurings have pushed Mattel’s
shares down 60% in the past five years. No turnaround
effort has taken hold. With its new earnings, Mattel’s
shares recovered sharply, mostly because of a 60-yearold doll.
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21 Perfect Beaches for Retirement
Where You Don’t Need to Be a Millionaire
Continued from page 3
protect the flora and fauna, and local marine life
such as sea turtles. Bocas Del Toro is also a perfect
place to test drive your dream Caribbean lifestyle.
The expat community is welcoming, it’s organized,
and it gives back. A few days is all that’s required to
start networking and making friends.
A single person could spend as little as $80 a week
on food – mostly local produce, with some organic or
imported items in the mix.
A couple can rent and live well in Bocas del Toro
for as little as $1,400 a month.

Sayulita, Mexico
It’s all about the beach and the water in Sayulita.
Enjoy world-class surfing and standup paddle
boarding, as well as fishing in the local open wooden
boats for a good price. Sayulita is an active town,
with plenty of expat get-togethers, happy hours, and
other events, as well as volunteer activities, to stay
busy night and day.
A considerable advantage of living in Sayulita is
that while there are markets, stores, restaurants, and
even medical clinics to cover day-to-day needs, it’s also
easy to head south to the larger town of Bucerias or
even further to Puerto Vallarta to get anything not
found in Sayulita. This makes it very convenient to
get the funky vibe of a bohemian beach town with the
conveniences and comforts of the big city available
just down the road.
You can expect to pay around $1,000 per month for
a two or three-bedroom home or condo in a convenient
area.
With rent, a couple can live comfortably in Sayulita
for about $1,800 per month.

Cascals, Portugal
Cascais is blessed with a year-round moderate
climate, with temperatures ranging from 55 F
to 77 F. Golfing is nearby, and favorable sun and
wind conditions make sailing, kite surfing, and
windsurfing – in addition to traditional surfing –
popular activities in this region whose economy
hinges on tourism. These factors – pleasant climate,
lovely natural surroundings, accessible culture, and
more – combine to make Cascais an ideal choice for
retirement.
Cascais has not forgotten its origins as a fishing
village. Seasoned fishermen still leave from shore in
early morning, returning with their catch of sardines,
crabs, mussels, robalo, dorado, and octopus. At lunch
time, the men eat on the dock, family-style, from huge
stock pots of simmering fish stew, sharing stories
washed down with local wines. The arresting beauty
of the bay charms locals and visitors alike.
If you opt to live in a house instead of an apartment
or condo, you might want to add a gardener to your

budget. Generally, you can expect to pay about $25
per visit.
A couple can rent and live well in Cascais for about
$1,580 per month.

Placencia, Belize
Placencia is a charming little seaside town found at
the tip of a peninsula off the coast of mainland Belize.
It’s fast becoming Belize‘s most desirable location as
it fronts the gorgeous Caribbean Sea to the east and
a resplendent freshwater lagoon, full of wildlife and
with a view of the gorgeous Maya mountain chain,
to the west.
One of only three villages on the entire peninsula,
Placencia is still largely seen as a vacation spot,
but has everything needed to build a life, including
supermarkets, brightly painted restaurants, a small
domestic airport, and a medical clinic. The Placencia
Peninsula has a population of less than 5,000,
and many of these are expats. The combination of
relaxation with adventure makes Placencia a perfect
beach paradise.
Placencia retains more of a Caribbean atmosphere
than found in other parts of Belize. Food, entertainment, and the area’s general appearance all have
Caribbean flavor. Beaches are wider, whiter, and in
many places, almost empty except for the occasional
egret or ibis. And English is the official language in
Belize. You can rent a property for $500 a month, if
you are looking for a single wood cabin on the beach,
for beachfront luxury you are looking at around $850.
Including rent, a couple can enjoy the good life in
Placencia for about $1,760 per month.

Penang, Malaysia
Penang is a small tropical island off the west
coast of peninsular Malaysia. It is a former British
colony, so English is widely spoken. Its population
is just over 700,000 with a majority of the people
living in its capital, George Town. Penang has been
one of the top expat destinations in Malaysia for
years. It is not a bustling city like Kuala Lumpur,
yet it still has all the comforts of home. There is
everything from beaches and shopping to great food
and a vibrant culture.
Penang is a multicultural island with about 60% of
its inhabitants being Chinese, 32% Malays, and 7%
Indian. Culturally it’s a mind-blowing place to live,
and with a mix of these cultures, the food is touted to
be the best in all of Southeast Asia. In 2014, Lonely
Planet deemed Penang to be the top foodie destination
to visit in the world. Eat where the locals eat and you
can’t go wrong. It’s safe for foreigners, delicious, and
you get a filling meal for less than $5.
A couple can rent and enjoy all Penang has to offer
for about $1,455 per month.
For more information on these and the other 14
beaches to retire like a millionaire Click Here
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MoneyShow.com
2019 Top Picks’
Mid-Year Update
MoneyShow TOP PROS’ TOP PICKS
investment ideas by leading financial experts
posted daily online at www.MoneyShow.com.

2019 Top Picks’ Mid-Year Update
At the start of each year, editor Steven Halpern,
surveys the nation’s leading newsletter advisors
and investment experts asking for their favorite
conservative and speculative stock picks for the year
ahead. Mid-year, Halpern reviews their stock picks
and gives an update on their stock selections. Here
are a few updated stock selections from the start of
2019 from MoneyShow.com.

PepsiCo Inc:
2019 Top Picks’ Mid-Year Update
PepsiCo Inc. (PEP) is a well-managed company
with a valuable brand portfolio; the company continues
to generate solid growth amid weak demand for many
consumer staples, explains John Staszak, an analyst
with Argus Research, www.argusresearch.com.
PepsiCo, founded in 1898, produces and sells
food, snacks, and beverages around the world. The
company’s brands include Lay’s, Ruffles, Doritos,
Tostitos, Cheetos, Quaker Oatmeal, and Rice-A-Roni.
Its beverage portfolio includes Pepsi, Mountain Dew,
Gatorade, 7UP, Tropicana, and various bottled water
products.
On average, 11 of the 15 top-selling products in
convenience stores come from PepsiCo, and Lay’s
is the world’s best-selling snack food brand, having
expanded sales from $100 million fifty years ago to
$30 billion today.
Despite investments in advertising and marketing
programs and foreign currency headwinds, PepsiCo
reported solid 2Q19 operating earnings, topping the
consensus estimate.
We expect cost cutting to continue to benefit
earnings, and look for PepsiCo to achieve its goal of $1
billion in annual cost savings and productivity gains
in 2019. Initiatives include optimizing the company’s
global manufacturing footprint and reengineering its
distribution network.
At 22.9-times our 2019 EPS estimate, the shares
are trading above their five-year historical average of
22.0 but below the peer average. We think investors
will continue to favor the shares given the company’s
ability to develop innovative products and execute its
growth initiatives.
Since declining to $100 in June 2018, Pepsi
shares have advanced 35% including dividends.
Nevertheless, we believe that investors have yet
to fully recognize management’s efforts to improve

sales of carbonated beverages in North America and
strengthen overall pricing and product mix.
We expect pricing and mix to continue to improve
as the company launches more premium products.
Our revised target price of $154, combined with
the dividend, implies a total potential return of 20%
from current levels.

Arista Networks:
2019 Top Picks’ Mid-Year Update
Jim Kelleher, Director of Research & Senior Analyst
for Argus Research Corporation, www.argusresearch.
com, selected Arista Networks (ANET) as his top
speculative investment idea for 2019. The stock rose
24% during the first half of the year. Here’s his latest
update on this cloud and networking firm.
Arista Networks sold off on 6/7/19, following a
generally upbeat analyst & investor day on June 6th.
Investors responded negatively to a more cautious
growth outlook from the company. The stock rose 21%
in the first half of 2019.
At the same time, Arista announced further
refinement of its campus strategy, an enhanced
partnership with Microsoft Azure, and other longterm positives that reflect a further widening of
Arista’s available market.
Building on its Mojo Networks acquisition and
its cognitive campus architecture, Arista announced
a new family of campus leaf switches and WiFi 6
(802.11ax) access points.
Arista first announced its cognitive campus
strategy in 2018, with spline switches that combine
the functions of core and access switches. Also during
2018, Arista announced its CloudVision solution for
unified wireless and wired campus environments.
Arista is also working with Microsoft to integrate
Azure Cloud with Arista EOS to manage hybridcloud environments. The shares were slammed in
May, falling 15% after the company delivered betterthan-anticipated 1Q19 results but expressed caution
regarding the 2Q19 outlook.
Arista, which has seen a slowing in its business
with cloud titans, did not provide a more upbeat
outlook for that business. We expect this digestive
phase to work down across 2019, with strong growth
resuming among cloud titans in 2020.
Having declined from peak prices in the $320s to
the $250 level, ANET shares trade at levels last seen
(briefly) in autumn 2018 and before that in winter
2018.
We regard share-price weakness as an opportunity
to establish or add to positions in what we regard as
a premier long-term holding in the cloud network
space. We are reiterating our buy rating to a 12-month
target price of $320.

Gladstone Investment:
2019 Top Picks’ Mid-Year Update
Adrian Day, Chairman and CEO, Adrian Day Asset
Management and editor of Global Analyst, www.
adriandayglobalanalyst.com, selected Gladstone
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Investment (GAIN) as his more conservative
investment idea for 2019. The stock rose 21% in the
first half. Here’s his latest update on this specialized
financial firm.
Gladstone Investment is a Business Development
Company (BDC), founded and chaired by David
Gladstone who was a pioneer in the sector. BDCs
lend money to small- and medium-sized businesses,
and are structured as Registered Investment Companies.
Like the better-known REITs, there is no tax at
the corporate level so long as virtually all of the net
income is distributed to shareholders. Thus, yields
tend to be high. BDCs vary in the level of risk they
take, the size of investments, and in the sectors in
which they invest.
Gladstone focuses on relatively small businesses,
usually lends with strong collateral, and takes equity
as well as debt. Typically it invests in companies
looking for funding to expand or, often, for a
management buy-out. Gladstone does not invest in
start-ups or turnarounds. It is an active partner with
its portfolio companies.
We bought Gladstone at year-end at a somewhat
depressed price, and it bounced back as high as $12/50
before retracing somewhat to the current $11.30.
BDC shares tend to be volatile, reacting to interest
rate moves and developments in the economy, as well
as news peculiar to the individual companies. So long
as the dividend remains secure, we do not mind the
stock volatility, but use it as opportunities to add
to positions on weakness and occasionally trim on
excessive strength.
In recent months, Gladstone has reported solid
operating results and has been quite active, exiting
four companies and buying into three new ones. The
Net Asset Value has increased again, up to $12.40 (as
of 3/31/19) from $10.85 a year ago.
In part, this was due to higher equity prices as
the determination of carrying cost on its portfolio
companies (independently, by S&P) takes broad
market values into consideration. In addition there
were some very strong exits at higher than carrying
cost.
One usual occurrence was the recent decision to
retain a large portion of recent capital gains. The
company paid tax on the gain and declared a deemed
dividend. However, the positive is that this almost
precludes the need for a secondary equity offering,
and accompanying, dilution any time soon.
The company paid down its line of credit and still
has sufficient cash (and even more available credit)
for future investments. We would not like a BDC to do
this too often, but in this case, in the circumstances,
it makes good sense.
Right now, Gladstone is trading at only 90% on
book, with a price to free cash flow multiple of only
4x, and a yield (including twice-annual supplemental
distributions) of 8.5%. In today’s environment, a yield
such as that, covered by earnings, with a solid balance
sheet and potential to grow is rare indeed. No wonder
we have seen insider purchases in recent months.
If you bought in January, continue to hold; for new
buyers, this is an attractive entry point.

First US Bancshares:
2019 Top Picks’ Mid-Year Update
Benj Gallander, a contrarian specialist and editor of
Contra the Heard, www.contratheheard.com selected First
US Bancshares (FUSB) as his top investment for 2019.
The stock rose 16% in the first half of the year. Here’s the
latest update on the regional banking outfit.
First US Bancshares, a deep-rooted bank founded
in 1952, has jumped about 16% since we selected it
at the beginning of the year. We think that there is
much more ahead as it seems reasonable that better
than a double is in the cards.
In the past, when it was a smaller bank, it traded
above $25. With the recent takeover of The Peoples
Bank, there is an excellent chance that both revenues
and the bottom line will fatten.
In addition, the dividend, which currently rests
at $0.02 a quarter may increase. It did hit $0.27
quarterly prior to the recession and while that is a
leap beyond current expectations, a double or triple in
the payout before the end of 2020 seems reasonable.
That would almost assuredly push the stock price up.
Financial ratios for this bank are excellent. The
stock still trades well below the book value of almost
$13. Insiders own about 5.8%.
The same steady CEO, James House has guided
this enterprise since 2011. It would not surprise at
all to see a larger enterprise swoop in and take over
FUSB with its 20 branches.

Citigroup:
2019 Top Picks’ Mid-Year Update
Jason Clark, contributing editor to The Prudent
Speculator, www.theprudentspeculator.com, chose Citigroup (C) as his favorite investment idea for 2019. The
global banking firm rose 35% in the first half.
Here’s the latest update from the value investing
expert.
While in the first half of 2019 shares of Citigroup
enjoyed a total return of more than 36%, we be
lieve there is still more near- and long-term upside
available to investors as the stock has been held back
by excessive concerns around declining interest rates
and global trade tensions and their potential impact
on the company’s globally diversified business model.
Citigroup shares still offer a compelling valuation,
currently trading at less than 9 times next twelve
months adjusted earnings per share consensus
analyst expectations, and just 91% of book value
per share. Additionally, we still see a more focused
and recapitalized Citigroup as prepared to reward
investors over the long-term.
We like that C has good leverage towards the solid
U.S. economy, while also having the potential for growth
in Asia, Latin America and other emerging economies.
Citigroup also derives a meaningful part of its top- and
bottom-line from Mexico, so the recent avoidance of a dust
up between the U.S. and Mexico, plus the potential for
the United States-Mexico-Canada trade agreement to be
approved in the somewhat near-term are both positives.
Furthermore, we see Citi’s vast network in Asia
as an actual advantage for the bank as it has local,
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country-level banking licenses, and these businesses
are funded by local currency. Therefore, Citigroup
should have an even stronger ability than many
competitors to service multinational clients should
trade tensions further escalate.
Typically in these scenarios, there is greater
demand for banks as intermediaries in cross-border
payments and services when trade tensions exist, as
corporations tend to be a bit more hesitant to directly
deal with one another.
Despite near-term revenue headwinds, we think
the bank is on its way to achieving its low 50s
efficiency-ratio target by 2020. And, following the
Dodd-Frank Act Stress Test 2019 results, C just
announced a planned 13% increase in its quarterly
dividend from $0.45 to $0.51 and the repurchase of
up to $17.1 billion of its stock over the next year.
The current dividend yield for C shares is 2.5%,
and if the share price didn’t change the increased
dividend, which is expected to start paying in Q3 of
2019, would bump the yield up to 2.9%.
Citi CEO Michael Corbat commented: “At Citi’s
Investor Day in 2017, we announced our goal to
return at least $60 billion in capital to common
shareholders across three consecutive CCAR cycles,
subject to regulatory approval. When the capital
actions announced today are complete, that goal
will be achieved. Looking ahead, we are focused
on continuing to serve our clients with distinction,
improving returns for our shareholders and making
the investments necessary to ensure safety and
soundness.”

General Electric:
2019 Top Picks’ Mid-Year Update
George Putnam, editor of The Turnaround Letter,
www.turnaroundletter.com, picked General Electric
(GE) as his favorite investment idea for 2019. The
stock has since risen 44%. Here’s the latest update
from the leading turnaround specialist.
GE shares have rebounded sharply this year,
as investors’ overly dour view began to yield to the
possibilities of a turnaround led by the impressive
new CEO Lawrence Culp. We believe there is more
upside as the company delivers on its plans.
We liked the stock at year-end, given the combination of a sharply out-of-favor price and a strong
catalyst to reverse the downward trend. These traits
are the hallmarks of our strategy and have worked
well in the case of GE.
In late December, the market assumed a grim future
for GE, pushing the shares below $7, down nearly 75%
from their price only two years prior and approaching
their lows of the 2009 global financial crisis.
Investors worried about GE’s heavy debt load,
negative free cash flow and seemingly limited prospects
for improving its situation, particularly if the economy
went into a recession. We believed this outlook was an
extrapolation of the past, leaving the shares poised for a
rebound on any good news about the company’s future.
At year-end, we saw a lot of potential good news ahead,
driven by GE’s new leadership. Our approach puts a lot
of weight on catalysts for change and the value of new

leadership – which new CEO Lawrence Culp brings.
Applying his fresh perspective and deep capabilities
to GE’s myriad problems, by year-end the company
had already begun to take rapid remedial actions
to repair its balance sheet, reverse its negative free
cash flow and position the company for a much more
prosperous future.
At mid-year, GE shares still remain attractive.
We believe the market continues to short-change the
increasing likelihood of a much more prosperous GE.
The company’s multi-year turnaround is only in
the early stages. Culp’s focus on making fundamental
changes to how the company runs its businesses,
including pushing accountability out to its operating
units, should produce a much more capital-efficient
and profitable company.
Results from the first quarter and other updates
provide indications of the profit margin and cash flow
potential of a post-transition GE.
Culp’s guidance that 2020 Industrial free cash
flow should be positive and significantly improved
from 2019 is encouraging. His efforts to accelerate
debt paydown is a smart and necessary move toward
restoring GE’s long-term stability.
The announcement and pending closure (by 1Q20)
of its deal to sell its BioPharma unit to Danaher for
$21.4 billion is one of several potential confidenceboosters in this regard. The company has plenty of
liquidity to meet its current obligations.
The turnaround may not be linear, in that quarterly
results might not always show steady sequential
progress. The Power business still struggles in a very
challenging industry.
A global or regional recession could delay GE’s
return to positive free cash flow and threaten its
still-fragile financial condition. However, the scope
and pace of the company’s fundamental overhaul is
underappreciated and leaves considerable upside for
patient investors.

Great Bear Resources:
2019 Top Picks’ Mid-Year Update
Gerardo del Real, resource sector specialist and
editor of Junior Mining Monthly, www.outsiderclub.
com/archives, selected Great Bear Resources
(GTBDF) as his favorite investment idea for 2019.
The stock has since risen 38%. Here’s his latest
update on this junior mining firm.
The recommendation of Great Bear Resources was
predicated on multiple factors. First off, the company
had a robust treasury and had already attracted the
attention of deep-pocketed and long-term investors
like Rob McEwen.
That cash position allowed Great Bear the luxury
of a very aggressive drill program over a highly
prospective land package that already had all the
makings of a company maker. The drilling would
provide consistent news flow that was going to keep
the market engaged.
That point has been proven out by the recent
financing that allowed Great Bear to expand the
already aggressive drill program to 90,000 meters.
This was all done within a bear market which brings
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me to buy final point. The new gold bull market.
Those of you familiar with my newsletter know I’ve
been very hesitant to say gold is ready for prime time
but you also know that I’ve been dying that the second
half of 2019 would set off the new gold bull market.
I called a bottom in May and told you in June it
was time to position yourself in the best names. With
over 13 trillion dollars of negative yielding debt, a
Fed that has blinked here in the US and the major
central banks of the work with no choice but to try
to inflate themselves – they’ll fail – out of debt, the
writing was and is on the wall.
We are in a new gold bull market. One that will be
historic. Companies like Great Bear that are cashed
up, have talented technical teams, large prospective
land packages being aggressively drilled will do very
well as the majors and mid-tiers search for the next
great gold camp/district.
No one knows what the drill bit will find but the
bottom line is companies not looking aren’t going to
find anything so stick with companies that have good
assets, exploration potential, cash to drill those assets
and companies in good jurisdictions.

SPDR Gold and VanEck Gold Miners:
2019 Top Picks’ Mid-Year Update
Mary Anne and Pamela Aden, resource sector
experts and editors of The Aden Forecast, www.
adenforecast.com, selected SPDR Gold Trust (GLD)
as a top conservative idea and VanEck Vectors Gold
Miners (GDX) as a favorite speculation. The ETFs
have risen 11% and 21%, respectively.
SPDR Gold Trust is an exchange-traded fund for
gold that closely tracks the gold price. And VanEck
Vectors Gold Miners is an ETF that moves with a
composite of gold shares.
In our opinion, both of these gold-related investments are poised to headed higher. There are several
reasons for our outlook.
Gold is a safe haven and it moves up strongly
during times of uncertainty. Gold has actually been
on the rise for the past 3 1/2 years, but it’s now broken
above strong resistance levels of the past six years.
It’s gaining momentum and it’s set to rise further.
And when gold moves up, gold shares tend to
outperform. That’s currently happening and it’s a
bullish sign.
Gold likes low interest rates, and interest rates
are on the decline. With rates poised to fall even
further, thanks to a sluggish economy and pressure
from President Trump, it makes gold more attractive.
Why? Because gold doesn’t pay interest, so low
rates eliminates the competition between these two
sectors. Low interest rates are also putting downward
pressure on the U.S. dollar. A weaker dollar is also
very bullish for gold because the two generally move
in opposite directions.
That is, a rising gold price means it is stronger than
the U.S. dollar. Gold is already stronger and at new
highs in terms of many other currencies, and again,
this is a bullish sign.
Overall, we expect these trends to continue and
these will likely keep gold’s bull market going until

year-end, and most likely beyond. Our advice is to
buy and hold both GLD and GDX and ride the bull
for as long as it lasts.

Wheaton Precious Metals:
2019 Top Picks’ Mid-Year Update
Frank Holmes, money manager, CEO of US
Global and editor of Frank Talk, www.usfunds.com,
selected Wheaton Precious Metals (WPM) as his
top investment idea for 2019. The stock has since
risen 24%. Here’s his latest update on this gold
royalty streaming company.
Back in January, I chose Wheaton Precious Metals
as my number one stock pick for 2019. So far, so good:
The company reported record gold sales in the first
quarter, and in the first six months through the end
of June, shares were up an impressive 24 percent.
The story now is the same as it was then. As one
of the world’s largest and most successful royalty and
streaming companies, with the highest revenue per
employee, Wheaton is well-positioned to take advantage
of explorers and producers’ growing appetite for capital.
Originally focusing on silver streams, the Vancouver-based company has expanded into gold and, in
the past 12 months, palladium.
This decision to diversify was a profitable one. As I
said, Wheaton reported record gold sales in the first
quarter. Sales volumes exceeded 115,000 ounces, a
whopping 64 percent increase over the same period
a year earlier.
And thanks in large part to its 2018 acquisition
of a stream from Sibanye Gold, which operates the
Stillwater mine in Montana, Wheaton’s palladium sales
were more than 5,100 ounces, surpassing silver sales.
I expect palladium, in fact, to be Wheaton’s fastest
growing revenue segment going forward. 2019 is
the first full year of production from the Stillwater
stream, so we should see revenue from palladium
climb significantly from the $9.24 million that was
generated in 2018.
Global demand for the metal remains very robust,
driven primarily by automakers, which use palladium
in the fabrication of catalytic converters.
Ever the leader in precious metal streaming,
Wheaton is now bracing for the future with blockchain technology. According to reports, the company
will use blockchain to streamline its metal accounting
processes, helping it to accurately track and certify
metals along the value chain, from source to consumer.
Editor’s Note: Be sure to attend, as our guest, The MoneyShow
San Francisco, August 15-17, 2019, Hilton San Francisco Union
Square. Meet face-to-face and hear from a hand-picked roster of
preeminent economists, renowned advisors, and top-performing
money managers who are distinguished for their original and
unbiased body of work. Get in-depth unbiased perspectives,
actionable recommendations from the 50+ money experts.
Attend The MoneyShow San Francisco, as our guest: CLICK HERE
Also, register FREE, for The MoneyShow Toronto, Metro
Toronto Convention Centre, September 20-21, 2019. Focus:
Markets, ETFs, and Stocks. The MoneyShow Toronto will provide
you with one-stop access to the best minds in the financial world
and the opportunity to learn their insights and strategies – all
designed to help you grow your investment portfolio and achieve
your long-term financial objectives.
To attend The MoneyShow Toronto, as our guest, CLICK HERE
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Bond Funds Worth a Place in your Portfolio
Bonds are immensely popular these days,
as shown by surging
net inflows to mutual
funds and exchangetraded funds. And it’s
easy to see why, says
Jeffrey R. Kosnett,
Kiplinger’s Personal
Finance.
While few stock-fund
managers match or beat
the returns of Standard
& Poor’s 500-stock index, most fixed-income
managers outdistanced
their closest-corresponding Bloomberg Barclays index
(although high fees can negate this edge). The best
teams of managers, traders and analysts exploit the
opportunities that arise when passive index funds or
other investors sell or rebalance their bond holdings.
Bond index funds are also more vulnerable to credit
downgrades and defaults than are actively managed
funds with choosy analysts.
All of the following funds are worthy of your
money and your trust. Ignore their size. Unlike stock
funds, bond funds rarely refuse new accounts or limit
contributions – and are rarely the worse off for it.
Some have sales charges, but those are avoidable via
certain brokerages.
• Baird Core Plus Bond (BCOSX) – This fund is
the archetype of a low-cost, expertly managed, rocksolid core fund. Many of its key people have nearly
20 years of tenure.
• Dodge & Cox Income (DODIX) – On occasion, the veteran managers take more credit risks

than other shops, including Baird. Striving
for extra yield in middling-quality corporate
bonds and mortgages
is a winning approach
in a moderate-growth,
low-inflation economy,
such as the current
one.
• DoubleLine
Flexible Income
(DLINX) – You can
hardly go wrong with
any DoubleLine fund,
but this one uses a
low-duration strategy – meaning it’s less sensitive
to interest-rate swings – and still generates a high
yield and high returns. There are many low-duration
funds but few that pay out as much without taking
on extra risk. DoubleLine’s Core and Total Return
funds are also terrific.
• PGIM Total Return (PDBAX) – PGIM funds
benefit from an adherence to the lower-for-longer
interest-rate philosophy and the resources of the
Prudential Insurance organization. There are other
excellent PGIM funds, too. Total Return is available
with no transaction fee, and with its load waived, at
Fidelity and other brokerages.
• Pimco Income (PONAX) – When dethroned
“bond king” Bill Gross left, the world learned Pimco
was no one-man operation. The three honchos who
lead this diversified fund invest in everything from
mortgages to packaged loans to foreign markets.
Editor’s Note: Jeffrey R. Kosnett is a senior editor at
Kiplinger’s Personal Finance magazine, www.Kiplinger.com.

INVESTOR RELATIONS PROGRAMS
The Bull & Bear has several cost-effective Investor Relations Programs
for publicly traded companies. Our innovative, high-impact print and online
campaign includes:

• Print • Internet Exposure
• Targeted E-mail • E-Newsletters • Investment Seminars
• Stock Broker/Share Holder Mailings
Bull & Bear’s IR programs target millions of active investors.
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Will Investors Pay a
Premium for Being Green?

DIGITAL FORMAT ONLY

Continued from page 1
teamed up with Watts, a PhD student, to analyze billions of dollars in municipal bonds that were identical
in almost every respect to other ordinary municipal
bonds except for their environmental purpose.
Local governments issue “green bonds” for
environmentally friendly projects, such as parks and
waste recycling systems. Green bonds don’t offer
any tax advantages over ordinary municipal bonds,
but they are usually for projects that have been
independently certified as good for the environment.
As it happens , local governments often
simultaneously issue tranches of both kinds of bonds.
That makes it possible to compare the prices and
yields of green bonds with those of otherwise identical
regular bonds. Both kinds were issued by the same
local government, on the same date, with the same
maturity and bond rating.
By comparing the prices that investors paid and
thus the effective annual interest rate or yield they
received, the researchers were able to tell whether
investors were paying somewhat higher prices for
green bonds – a greenium – and receiving lower yields.
They were not. Comparing 640 matched pairs
of bonds, Larcker and Watts found virtually no
difference at all. The overall difference in yield was
an infinitesimally small 0.45 basis points (100 basis
points equals 1 percentage point of interest). For
85% of the pairs, in fact, investors received exactly
the same yield.

Outside Costs
The researchers also found that green bonds are
somewhat more expensive to issue. On average, they
found, investment banks were charging about 10% to
underwrite green bond offerings, apparently because
they are perceived as somewhat more complicated
to market. The additional fees, as well as the cost of
getting a project certified as eco-friendly, are borne
by the municipalities.
Larcker cautions that the paper doesn’t address
the question of whether investors can earn higher
returns from companies with better environmental
practices. Studies so far are all over the map on that.
But for companies and organizations trying to raise
money, the study appears to show that investors are
still mainly interested in the old-fashioned kind of
green – money.
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