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“The next three years are going to be fantastic,” Joachim-Antoine Bertot said. I met 
Joachim, a sweaty and exuberant Frenchman, in the back room of a little office with a 
bay window overlooking a busy street. It might’ve been a haberdashery or a shoe store. 
And I might have been in Manhattan or London.

But no, I was in Ulaanbaatar, Mongolia. Boomtown. If Joachim is right, investors 
could make more than seven times their money in a simple, yet scarce asset…

Joachim is a senior partner at MAD Investment Solutions, which brokers, consults 
on and invests in real estate. MAD’s tagline is “We are MAD. We Are in Mongolia & 
We Love Real Estate.” He was a great enthusiast of the boom in Mongolia.

MAD’s focus is on single-unit apartments. The chief appeal of apartments here is 
that there aren’t enough of them. Prices doubled last year, but they have a long way to 
go. Even just to reach prices in Almaty in Kazakhstan or Irkutsk in Siberia, prices would 
need to double again. In the city center, nicely remodeled units could go for around 
$2,000 per square meter. Joachim thinks prices could hit $15,000 per square meter.

“People think I’m crazy, but it’s all driven by supply and demand,” Joachim 
explained. “Moscow can be three times as expensive as Paris.”

There are many constraints to new supply here that don’t exist in other cities. 
Ulaanbaatar (or UB as locals call it) is already bursting at the seams. Designed for 600,000 
people, there are now about 1.4 million living here. Half of the population lives in the ger 
district, a kind of urban slum unconnected to the grid, with no water or sewage. Roads 
for 3,000 cars now support 10,000. Traffic and pollutions are big problems. There are 
only four smoky coal-powered stations that also provide hot water. Less than half the 
population is connected to it. This in the coldest capital city in the world!

Limited infrastructure makes it hard to bring new units to market. It’s hard to get 
land. It’s hard to get connected to power and water. The great mining booms suck raw 
materials and skilled labor out to the mining districts. UB is starved for capital.

Yet it is still the money center of the country, home to the biggest banks, the stock 
exchange — which is open for all of two hours every day — and more. MAD expects 
the expat population will double over the next three years, which along with an up-and-
coming Mongolian middle class, creates a pool of relatively well-heeled buyers.

“The challenges are opportunities,” Joachim said. MAD’s strategy is to buy as many 
apartments as they can get their hands on now before prices explode. “Buy the free float,” 
Joachim said, “it’s a simple strategy.”
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Eventually, markets fix problems. One of the chief ways 
markets fix shortages is by raising the price of the scarce 
good. The high price induces people to figure out ways to 
bring on supply. It’s still early in that process in UB.

Looking out longer term, there are ways to boost 
supply. Investors will consolidate land plots to put up 
apartments. They’ll tear down older buildings and put 
up new, higher ones. Eventually, infrastructure ought to 
improve as state coffers fill with the great surge of cash 
from the mines that begin producing next year and 
people demand better conditions.

But all of these things take years to play out. In 
the meantime, there is a window of opportunity in 
Mongolian real estate.

UB’s skyline, such as it is, has a mix of Soviet-style 
architecture, new structures of steel and glass and a 
smattering of older Chinese/Tibetan-style palaces and 
monasteries. It is a city that, culturally, looks more to 
Russia than to the East, despite the economic ties to 
China. (The Mongolians hate the Chinese as a general 
thing. They seem to like Americans... mainly because 
we are not Chinese.) There are Soviet-style statues and 
murals. And block buildings surround the giant main 
square of the city as in Warsaw or Budapest.

The oldest apartment buildings in the city are the 
“First 40,000.” They date from the 1950s and were part 
of the Master Plan. Back then, Mongolia was communist 
and essentially a Soviet satellite. Many of the units have 
fallen in disrepair. But they are of good construction and 
desirable today, particularly when renovated. A few years 
later, the communists put up some more apartments, 
imaginatively known as “The 50,000 apartments.”

The obvious and enduring Russian influence was 
a bit of surprise to me. In fact, I stayed in an old KGB 
residence renovated as a hotel. (Alcoholism is something else 
Mongolians have inherited from the Soviets. Mongolians 
like their vodka, as I would find out.)

Mongolia, though, is more business-friendly than 
Russia. It ranks pretty high on the World Bank’s Ease 
of Doing Business survey, which includes 183 countries. 
Mongolia placed 28th in protecting investors — well 
ahead of Russia, but also better than Australia. Mongolia 
placed 86th overall — much better than China, India, 
Russia and Brazil.

MAD already owns a portfolio of property now. It also 
has a brokerage and consulting business. MAD is looking 
to raise money to buy more property, somewhere in the 
$30–40 million range. It hopes to create a publicly listed 
company — similar to Mongolia Growth Group. MAD’s 
focus would on managing a portfolio of residential property. 

That process could be completed by the end of this 
year. I will keep an eye out for you so that you may have 
a chance to get in early. When I first wrote about MGG, 
it was trading for around C$1.70 per share. Today it is 
around C$4 and remains my favorite stock idea on the 
Mongolian boom. (Note: These are risky things — don’t 
bet the milk money.) Perhaps MAD will be next.

Joachim gave me a copy of MAD’s The Mongolian 
Real Estate Report 2012, a massive 450-page tome that 
sells for $1,200. It is a valuable reference not only on the 
property market, but on Mongolia itself. It is the best book 
I’ve found on the country today. Also, I would encourage 
you to explore MAD’s website: http://www.mad-mongolia.
com/. It’s loaded with stuff — research, charts and videos — 
and is a great way to get a feel for the country. You can 
also get the executive summary of the book for free.

When I left Joachim it was raining hard outside, a 
relative rarity here. The gutters swelled with rivulets of 
water. I hustled off to the nearby Amsterdam Cafe for a 
drink and some time to reflect before my next meeting. 
UB is not London or Manhattan, but it may one day have 
prices that rival Moscow — and that would be sweet for 
investors MAD enough to brave the Mongolian boom.

We’ll keep an eye on what happens next. In the 
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meantime, let us not lose sight of the value play in our 
own backyard...

U.S. Housing — Surprising 
Numbers 

Just how cheap is U.S. housing?

Consider Minneapolis, Minn. You could’ve bought, 
out of foreclosure, a three-bedroom, two-bath house of 
1,356 square feet on a quarter acre lot for about $29,000. 
It needed a lot of work, but houses in the neighborhood 
recently sold for $75,000.

Your mortgage would be under $100 per month 
and about the same in taxes. You could’ve got $1,000 in 
rent. Even if you had to put $40,000 in the house, your 
gross yield would’ve been 17.4% on the property.

This is one example sleuthed by my friend Gary 
Gibson, who is the editor of Whiskey & Gunpowder. 
“The house had mold damage and needed a lot of 
work,” he wrote. “Beautiful yard, however.”

He found another similar house: three-bedroom, 
one-bath house. Built in 1907, it has 1,424 square 
feet of space. “It was on the market for $29,900” Gary 
wrote. “It seemed to be in very good shape and there 
were a few bids on it already.”

Gary is a bargain hunter on the extremes of the 
housing markets. “I’ve been Googling ‘cheapest cities 
you’d actually want to live in’ and such for the past 
week,” Gary continues. “Michigan and Ohio cities keep 
popping up. Lansing, Youngstown, Cleveland. Even 
Detroit. You can buy houses for a few hundred bucks 
in Detroit! A couple shells are going for just $1. And I 
saw one listing for 20 or so houses sold all together for a 
little over $20,000.”

“So instead of buying one house, one could buy a 
bunch and improve them and maybe rent them,” Gary 
guesses. “That, of course, assumes one believes people are 
going to want to live in Detroit.”

Cheapness alone is not a buy, as Gary surmises. But it 
is a good place to start. Demographia puts out a survey on 
housing affordability. It recently published its eighth annual 
survey. Nearby is a table of the top 15 most affordable 
markets. You’ll see Michigan and Ohio get plenty of space.

Demographia’s survey is international. So this top 
15 is in the U.S., but beats out all of the markets under 

the survey. These include Australia, Ireland, Canada, 
New Zealand, Hong Kong and the U.K. Also, as you see, 
Demographia’s focus is on that median price to median 
income — called the “median multiple.”

The median multiple has become the standard for 
affordability, used by the World Bank, the United Nations 
and many other organizations. Historically, the range of 
such multiples is between 2 and 3. This is true across all 
of the markets surveyed. Only in 1980s and 1990s had it 
become common to have multiples beyond 3. Anything 
over 4 is unaffordable.

In any event, the U.S. is tops in affordability ranked 
by median multiple. Take a look at the chart on the next 
page titled “National Housing Affordability.”

The median multiple allows you to go further. You 
can break countries down into specific metropolitan areas. 
Of all the major markets surveyed, Hong Kong came out 
as the least affordable at 12.6. Vancouver, Canada, was 
the second most unaffordable with a median multiple of 
10.6 All the markets of Australian and New Zealand were 
severely unaffordable — which perhaps leads you to the 
next bursting housing bubbles.

Saginaw, MI 1.3 $56,200 $42,400

Detroit, MI 1.4 $66,500 $48,700

Lexington, KY 1.6 $144,200 $89,400

Flint, MI 1.7 $67,000 $39,300

Lansing, MI 1.7 $89,100 $48,300

Youngstown, OH-PA 1.7 $68,300 $39,700

Atlanta, GA 1.9 $101,900 $53,800

Toledo, OH 1.9 $80,300 $42,000

Akron, OH 2.0 $93,600 $47,000

Evansville, IN 2.0 $90,200 $44,800

Ft. Wayne, IN 2.0 $95,700 $47,500

Appleton, WI 2.1 $117,600 $56,500

Canton, OH 2.1 $88,700 $42, 800

Fort Smith, AR-OK 2.1 $79,500 $38,400

Rockford, IL 2.1 $96,900 $46,000

Median
Multiple

Median
Price

Median
Household 
Income

Metropolitan
Market
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The U.S., by contrast, dominates the affordability 
rankings with several cities below 2 and most in the range 
of 2–3. There are always exceptions. Honolulu, Hawaii 
ranked as the least-affordable market in the U.S., with a 
median multiple of 8.7. The median price of a home is 
$599,700, while the median income was only $69,300. 
Other unaffordable cities include: Santa Cruz, Calif.; 
Boulder, Colo.; Bridgeport, Conn.; and Santa Rosa, Calif.

It goes to show you that real estate is still intensely local. 
And it is hard to talk about “U.S. housing” without stumbling 
into some pretty useless generalizations. The chasm that 
separates Honolulu and Detroit would be Exhibit A.

Even within states, there can be wide divergences. 
Look at the table below, which shows you the major 
metropolitan areas of Florida. This one is interesting not 
only for the gaps between cities, but also because even 
now affordability is still above where it was in 2000.

Florida is, to borrow a phrase, a stock picker’s market. 
There are certainly bargains there, as our interview with 
13th Floor Investments revealed. (See the April letter, No. 

98.) But it is, on the whole, not as cheap on the median 
multiple measures as other U.S. markets — or even against 
its own recent history.

Then again, it is easier to see that Miami, Orlando, et 
al., are viable U.S. cities that will be around in 10 years. It is 
a harder call for some of these places in the heartland where 
the economic organs have been transplanted and a return to 
glory is no sure thing. This gets to Gary’s wondering about 
whether people will want to live in Detroit.

Even so, U.S. housing is, in the main, cheap as is. 
Rents in many markets support prices delivering 8–12% 
yields to investors (and much better if you are willing, as 
Gary is, to explore the fringes).

I turned bullish on U.S. housing in January 2011. I did 
this after being a housing bear for about a decade. But the 
housing bubble that I feared has long since popped. Good 
bargains abound. In these pages, since January 2011, we’ve 
talked to several investors focused on housing. Chief among 
these was Aaron Edelheit at the American Home Real Estate 
Co. and Arnaud Karsenti at 13th Floor Investments. Their 
experience confirms the deals that exist. We’ve also looked 
at a number of other arguments in favor of housing — 
including the fact that interest rates sit near record lows.

The market is already improving. Through May 2012, 
new homes sales are up 18% from a year ago. And while the 
actual number of sales is still very low, the worst is clearly 
behind us. Sales were the best in two years. Prices have already 
started to climb. The May data show a 5.6% increase in the 
national median housing price. Housing starts, too, are up 
26%. There is even a shortage of housing lots in the more-
desired locations, with bidding wars between builders. Foreign 
money continues to flow in U.S. real estate. For example, 
most recently, the Chinese are looking to invest $1.7 billion in 
a large-scale housing development in San Francisco.

So I repeat my bullishness on U.S. housing here: U.S. 
housing is a buy. It is a cheap asset. Look to buy a house 
and rent it. (I’ve done it.) By the time the mainstream gets 
onto the idea, the bottom will be years in behind us.

Investing With Depression-
Proof Banks

Not every banker succumbed to the insanity of the 
housing bubble. Some saw what was happening and dodged 
it. These are the guys you want to stick with as an investor.

Marc Stefanski is one of them. He is the CEO of 
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Third Federal Savings & Loan (TFSL on the Nasdaq). It is 
a Cleveland-based thrift founded by Marc’s parents in 1938.

“We were founded during the Great Depression,” 
Stefanski wrote in a letter in 2009, “so my parents built our 
company to be Depression-proof.” And so it is. Today, TFSL 
is one of the best-capitalized banks in the U.S. (More on that 
below.) But TFSL had to walk a lonely road to get here.

Stefanski’s bank pays its loan officers no commissions. 
They are paid salaries only. Hence, there is no pressure 
to make loans. His bank also keeps most of the loans it 
makes. So there is no slicing and dicing of mortgages 
and passing them off to investors. And finally, TFSL did 
not make no-money-down loans. It stuck to plain vanilla 
loans even as competitors offered snazzy new takes on the 
old mortgage loan. TFSL began making adjustable-rate 
mortgages only in 2010. It avoided all the junk that went 
into making the financial sausages that wound up giving 
the banking system such indigestion.

But it was costly. TFSL had a market share of 30% 
in northeastern Ohio. Its refusal to play ball meant that 
its market share dwindled to 11% by 2001. How many 
CEOs could survive such a decision? 

Yet today, TFSL has worked its market share back up 
to 24%. It has done so because it is has lots of capital while 
many of its peers have leaky loan books. It is still sticking 
to its conservative approach. For instance, for more-risky 
borrowers, TFSL requires borrowers take classes that show 
how their loans will work and what the consequences are 
of not paying. Such strategies have earned TFSL praise 
from community activists.

Stefanski is blunt about it all. “The whole system was 
based on raping the public,” he says in a New York Times 
article. “Not everyone should own a home — just those 
who can afford it.”

There is an old saying that there are more banks 
than bankers. Most of the people running banks have no 
business doing so. Banking as a corporate art requires a 
careful approach and a willingness to stick to conservative 
principles even during the good times. Stefanski has earned 
the title of banker in the best sense.

His institution is, as I noted, one of the best-
capitalized banks in the U.S. It never took TARP money 
or any other handout. TFSL today has capital ratios far in 
excess of what’s required. For example, the rules require 
Tier 1 capital of at least 6% of assets for a thrift to be 

considered “well capitalized.” TFSL’s figure is 21%. It 
has enough excess capital to buy back all of the public 
shares outstanding at today’s price of $9.50 per share.

Ironically, TFSL works under a memorandum of 
understanding (MOU) issued in June 2010 by the OCC, 
which regulates TFSL. Among other things, the OCC 
said TFSL’s percentage of home equity lines was too high. 
What this meant was that TFSL cannot pay a dividend or 
buy back stock until the OCC lifts the MOU. 

It’s a weird tale, but the short of it is that TFSL has 
now met the requirements of the MOU. Now TFSL is just 
in a waiting game. I expect the OCC will lift the MOU 
by the end of the year. Then TFSL should start to pay 
dividends and buy back shares as it did before. That is a 
nice catalyst for the stock, which was $12–13 per share 
before the MOU.

There is another important part of this to know: TFSL 
is owned by a mutual holding company (MHC). There are 
about 81 million shares public. But there are 227 million 
shares in the hands of the MHC. The usual course of these 
things is to undergo a “second-step conversion.” The second 
step sells the MHC shares to the public. If done at 80% of 
book value, TFSL would raise $2.3 billion in cash — all of 
which goes to the bank. Add this cash — net of estimated 
friction costs of 12% — to the existing equity in the business 
and TFSL’s fully converted book value comes to about 
$12.50 per share. The stock as I write is only $9.50. While 
there are no plans for a second step, it’s another embedded 
catalyst in the shares.

At today’s price, you get a thrift with an awful lot of 
capital to buy back stock and/or pay a big dividend. Once 
the OCC lifts the MOU, I believe TFSL will start to do 
both of these things — and because it trades for under 
fully converted book, these transactions are accretive (read: 
value-adding) for shareholders. 

I should tell you, as an aside, that I love converted 
thrifts. Carefully chosen, they are cash-rich, trouble-free and 
simple lending institutions. And they have a long history of 
producing winners for patient investors. I have about 40% 
of my personal account in just such cash-rich thrifts. They 
are often too small to recommend here. (In my Mayer’s 
Special Situations newsletter, we own five such thrifts. We 
picked up three in January 2011, and they are up 24%, 
27% and 33%, respectively. Last summer, we picked up 
two more. They are up 11% and 14%, respectively. Slow, 
but steady. I’ve never lost money on one.)
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I’m not officially recommending TFSL in C&C. 
(Though you may choose to buy the idea on your own.) I 
use it to illustrate the kind of banking institution I would 
not hesitate to own. Upside is to the midteens in the next 
year or two, but downside is protected with lots of capital.

Further, if U.S. housing has bottomed and will only 
improve, as I believe is the case, so too should the banks. 
Especially, those small cash-rich banks who sidestepped 
the worst of the housing bubble — such as Stefanski’s 
TFSL — and whose main business it is to deal in the 
financing of U.S. homes.

A Safe Way to Invest in 
Exciting Frontier Markets

There are many exciting frontier markets for investors 
who tire of the declining fortunes of Western markets. 
Many of them happen to be in Africa. There is a safe way to 
get exposure to these markets, which we will cover below.

Africa Investor magazine is the best thing I read on 
Africa (you can sign up for their free e-letter at http://
www.africainvestor.com/). The latest issue included a 
number of fascinating tidbits that show the place is a 
hopping bed of opportunity.

Africa is now receiving a record amount of investment 
in mining. There are large coal deposits in Mozambique, 
rich veins of iron ore in Guinea and plentiful copper in the 
Congo. That may not surprise you, but Africa is also home 
to three-quarters of all global land deals. Sudan, Zimbabwe 
and Tanzania have granted big swathes of land to investors to 
boost output of soybeans, sugar cane, oranges, dates, peanuts 
and many other crops. Tax incentives and special economic 
zones encourage manufacturing from Nigeria to Zambia.

Another clue comes from the hotel industry. I have a 
soft spot for hotels. I always have. They often tell a story 
about a place. Hoteliers, too, are like bird dogs. They point 
to areas where change is happening. When room rates rise, 
hotels respond with new hotels. In Africa, the pipeline for 
new rooms is up 21%, respectively, since the start of the 
year according to Africa Investor. Most of that increase is in 
the south. In sub-Saharan Africa, the increase is 42%.

The number of consumers in Africa is on the rise. By 
some estimates, there are already 75 million households 
in Africa that can be considered middle class. That’s five 
times what India has. And nearly 60% of them are in the 
sub-Sahara. The challenge is they are spread out over a 

large area, in many different markets. But still, there are 
enough pockets for investors to work with.

As a generalization, Africa is resource rich, but capital 
poor. These are two ingredients that make for high returns 
for investors. The continent is a target-rich environment. 
Single-digit price-earnings ratios are common, as are 
double-digit yields.

A year ago, I wrote to you about my favorite play on 
Africa — the Africa Opportunity Fund. (I also covered it in 
my book World Right Side Up.) It trades in London, ticker 
AOF. At the time, AOF traded for 83 pence. It is today about 
78 pence. For all of 2011, a share in AOF fell 10.4% in price. 
The net asset value of the fund actually rose, however. At the 
end of May, AOF’s NAV was nearly 90 pence.

That effort looks heroic when you consider what 
happened in African markets last year. South Africa (-15%), 
Nigeria (-19%), Kenya (-30%) and Egypt (-52%) were 
all down. It also compares favorably with what the large 
emerging markets did. Brazil (-27%), Russia (-20%), India 
(-37%) and China (-26%) all cost investors dearly. Last 
year, AOF proved its mettle. It is the safest way to invest in 
African stocks that I know of.

Robert Knapp and Francis Daniels are the headmasters 
of AOF. I caught up with Francis to get an update on the 
fund. He had recently completed his annual report. It is 
worth reading (visit www.africaopportunityfund.com).

The fund’s biggest winner was Shoprite, a grocery 
store chain, which rose 79%. I am, however, drawn to 
the discussion on one the fund’s losers. Losers are always 
more instructive. In this case, it was Great Basin Gold. 
The stock fell 67%, but the fund held bonds that lost 
37%. The reason for the disappointment is one all gold 
investors will appreciate. 

In 2011, Great Basin said it was going to produce 
110,000 ounces of gold from its Burnstone mine. By 
March, that goal fell to 96,000 ounces. By June, it was 
down to 58,000. In July, Great Basin amended the forecast 
yet again to 30,000 ounces. Its actual production for the 
year came out to 21,989 ounces! Ah, you gotta love mining!

But the lesson Francis pulls out is a gem. He quotes 
from Sir Theodor Gregory’s biography of Sir Ernest 
Oppenheimer, the great mining magnate who founded 
Anglo American in South Africa:

Ernest Oppenheimer throughout his 
business life insisted on the necessity of 

http://www.africainvestor.com/
http://www.africainvestor.com/
www.africaopportunityfund.com
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liquidity, in the sense of always having 
available a large margin of uncommitted 
resources; this implied, among other 
things, a cautious dividend policy and large 
reserve funds... The supreme need of a 
mining house, he held, was to maintain, at 
all times, an adequate margin of liquidity, 
not only so as to be able to take advantage 
of new opportunities, if and when they 
arose, but to prevent dependence on the 
vagaries of the money market.

A great bit of wisdom from an old mining crow — 
pin that up on your wall and don’t forget it. “Great Basin 
Gold experienced a misfortune that forced it to breach Sir 
Ernest’s financing policy,” Francis writes, “a failing all too 
common among the mining and oil and gas exploration 
and development industries.” So true...

But let us move on to the present-day opportunities. 
I was most fascinated by AOF’s forays into agriculture, 
which make up 18% of the fund. Francis highlighted 
Okomu Oil, which makes crude palm oil and rubber. 
Palm oil is an ingredient in all kinds of soaps, cosmetics, 
edible oils and even biodiesel. AOF was able to pick up 
Okomu for less than replacement cost. The cost of starting 
a brand-new plantation comes to about $5,000 a hectare. 
Okomu was trading for about $3,600 a hectare. It also had 
a price-earnings ratio of less than 5 and pays an 18% yield. 

These are the kinds of exposures that are nearly 
impossible for you get on your own but that you get in 
spades by owning AOF. I asked Francis what the biggest 
difference is today versus a year ago.

“The biggest difference I think is that the real cost of 
money in our markets has risen a lot, therefore harming 
stock market performance,” Francis told me. “For example, 
the yield on 3-year treasury bills in Ghana, denominated 
in cedis, is 23% today. Inflation is 9%, so the real yield is 
14%. It is tough for a stock market to compete with such 
money market returns. A year ago… Ghanaian government 
cedi-denominated treasury bill rates were in the 12% range 
for 182-day paper.”

Across many markets in Africa there is a similar story. 
This creates competition for stocks. After all, why invest 

in a stock if you can get 23% on a 3-year t-bill? But these 
things ebb and flow, and AOF is in great position when 
the markets rise again, as they inevitably will.

Another big difference is in commodity pricing. 
Oil, coal, rubber and many others are all down. As 
natural resources are still an important part of the story 
for Africa, these declines have dampened stocks as well.

Even so, big investments in mining projects still move 
ahead. I asked Francis if there was a Mongolia of Africa, a 
country with a small population on the cusp of enjoying a 
huge windfall from natural resources.

“The Mongolia of Africa, to me, is Mozambique,” 
Francis offered. “We have very modest exposure to 
Mozambique, but I would like to increase it a lot.”

Over the long term, Africa is rich in possibilities and 
deserving of a slot in your portfolio. AOF is a great way 
to get exposure to Africa. Francis is a friend of mine and 
worthy of your trust. As his annual report makes clear, he is 
a thoughtful money manager who follows a proven process. 
He has a great track record and has his own skin in the fund. 
The results should be good for patient investors.

Coming Up!
I’m due to write your next letter sometime in early August. 

By that time, I’ll have visited Honolulu, Hawaii. I plan to visit 
with Kennedy Wilson (KW:nyse), which owns property 
there. I’ll get a look at Ward Centers, which is a big part of 
our thesis at Howard Hughes (HHC:nyse). By early August, 
I’ll also have been to my publisher’s annual conference in 
Vancouver, Canada. I’ll have lots of good stuff to share about 
that, too, I am sure. I am also on the trail of an exciting new 
idea for our portfolio that I’ll tell you about soon.

Thanks for reading, and I look forward to writing to 
you again soon.

Sincerely,

Chris Mayer
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OPEN PORTFOLIO POSITIONS

* Sold half of Brookfield Asset Management for a 113% gain, half of Flowserve for a 104% gain, half of IAMGOLD for a 124% gain, half of 
Titanium Metals for a 102% gain, half of Methanex for a 115% gain, half of Globe for a 108% gain.

**Prices adjusted to reflect stock splits and spinoffs.

Ratings System — I’ve tried to make my ratings system simple and unambiguous. The buy up to guidelines represent what I think are the 
best entry points for the stock. Hold means hold if you own it, but don’t buy it if you don’t. Sell means sell.

Note: The recommended price is the closing price on the day the recommendation is available online or via e-mail. Items in bold represent changes 
from the prior issue.

CAPITAL & CRISIS PORTFOLIO
Prices as of 7/5/12

Company/Symbol Date Rec. Current Comments Recommendation 
  Rec. Price Price

Brookfield Asset Management (BAM:nyse) 2/05 $16.13 $34.23 Real estate, power & more  Buy up to $34*

Canadian Natural Resources (CNQ:nyse)** 2/07 $25.01 $28.10 Sold via 6/29 email alert Sell

Loews Corp. (L:nyse) 9/07 $46.60 $41.34 Tisch family conglomerate Hold

IAMGOLD (IAG:nyse) 2/09 $7.45 $12.25 Cheap cash-rich gold stock Buy up to $15*

Flowserve (FLS:nyse) 3/09 $44.91 $117.30 Pumps, valves and sealants  Hold*

Methanex (MEOH:nasdaq) 4/09 $10.83 $28.53 World’s largest methanol producer Hold*

Titanium Metals (TIE:nyse) 8/09 $8.53 $11.47 Simmons’ titanium producer Hold*

Globe Specialty Metals (GSM:nasdaq) 8/10 $11.56 $13.67 Low-cost silicon metal producer Hold*

Kronos Worldwide (KRO:nyse)** 2/11 $24.06 $15.57 Simmons’ titanium oxide play Buy up to $28

Covanta (CVA:nyse) 6/11 $16.40 $17.32 Creates energy from waste Buy up to $20

Federal-Mogul (FDML:nasdaq) 9/11 $15.19 $11.47 Icahn’s auto parts supplier Buy up to $18

Howard Hughes Corp. (HHC:nyse) 10/11 $40.07 $62.56 A revived American original Buy up to $60

Kennedy Wilson (KW:nyse) 1/12 $11.22 $14.35 McMorrow’s asset manager Buy up to $14

Retail Opportunity Inv. (ROIC:nasdaq) 3/12 $11.69 $12.25 The next Pan Pacific Buy up to $13

J.C. Penney (JCP:nyse) 6/12 $25.83 $21.88 The 110-year-old startup Buy up to $30


