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PORTFOLIO ITEMS

JANUARY SPLITS - OUR BUY

Investment Club Malaise

have never been a member of an investment

club but I have been invited to speak before
several investment club meetings over the years. I
was always impressed by the serious nature of the
deliberations as members discussed their stock
picks. With this in mind, I was troubled by an
article in the February 4th Wall Street Journal
concerning the fading of the investment club
phenomenon. As the Journal put it: “Stocks aren’t
fun any more; they are scary. When stocks fall,
ordinary investors feel pain. And when stocks
rise, investors fear they will fall.” This psychology
has precipitated a mass exodus of retail investors
from the market and from their investment clubs.
Nationally, investment club membership has
fallen from 400,000 in 1998 to just 39,000 in
2012.

In the bull market of the 90’s retail inves-
tors piled into stocks and investment clubs grew
in size and number. This time around, with the
market now hitting all-time highs, the retail
investor is still on the sidelines and investment
clubs are withering away. Over half of all market
activity is now attributed to hedge funds and high-
frequency, computer driven trading. The sad thing
about all this is that the stock market still provides
a proven route to long-term wealth accumulation
for even the “retail investor”. It is true the
volatility experienced by the market over the last
decade is not for the faint-of-heart but, as the
2 for 1 portfolio has proven, it is still possible to
do quite well by sticking with the stock market
over the long haul. Apparently, the collective
experience/success of the investment clubs has
not been sufficient to convince the majority of
club members of the truth in this.

The highlights for January include another
all-time closing high after a 7.8% spurt for the
month. Of course this monthly rate of return is
not sustainable over any long length of time, but
it’s a nice way to start the yeat.

No Purchase This Month

nfortunately, there was only one split announce-

ment in January and I found myself just a little
too far out of my comfort zone to recommend this
company. It was Companhia de Saneamento Basico do
Estado de Sao Paulo (SBS), trading its ADR’s on the
NYSE. This is a Brazilian sewer and water utility (the
largest in the world) that does offer some interesting
statistics. However, it is not covered by all the data
providers I use to evaluate a company, and some of the
data that is available is not consistent. The information
that does seem reliable confirms SBS is more volatile
than the overall market and is majority owned by the
state of Sao Paulo. Together, these facts, or lack of, do
not inspire confidence and I’'m going to take a pass on
Companhia de Saneamento Basico.

There have been occasions in the past when I
chose to bypass the latest month’s splits, but usually I
was able to find a split from a previous month or two
that made a good choice for the portfolio. Danaher
(see below) was just such a case back in July 2010. I did
check back to all the splits over the last few months
and, this time, I found no companies offering a
compelling case for a recommendation.

The market and the portfolio are both at all-time
highs so maybe it’s a good time to take a breather. The
portfolio will not suffer by delaying the sale of Tractor
Supply for a month or by skipping this month’s buy.

THIS MONTH’S SELL

Danaher Corp

’m happy with the performance of Danaher (DHR).

This is a mini-conglomerate making and selling a
wide variety of products, but the common denom-
inator is that DHR sells stuff that people need. It is not
reliant on one hot product or the whims of a fashion
trend. With an improving economy, DHR has done
well. This paid off with a 21.0% annualized return for
the 2 for 1 portfolio since our purchase in July, 2010.
The Vanguard 500 Index Fund reported a 16.9%
annualized return over the same period.



2 for 1

February 2013

2 for 1 MODEL PORTFOLIO —JANUARY STATEMENT

#SH BOUGHT  QUOTE QUOTE BASIS START END % OF
AT ON MONTH MONTH PORT
CASH BUY 1/31/13 3676.77 123852  0.47%
DHR DANAHER CORP 150 0719110  37.150 50930 558249  8385.00 8989.50  3.44%
TSCO TRACTOR SUPPLY CO 120 08/16/10  34.150 103.670 410549  10603.20 1244040  4.75%
RMD RESMED, INC 175 09/20/10  33.070 43800 579724 727475 7665.00  2.93%
ASA ASA LIMITED 230 101810  31.645 21040 727838  4951.90 483920  1.85%
AOS A. O. SMITH 165  11/15/10  38.294 69.280 631849  10406.55 1143120  4.37%
HRL HORMEL FOODS 264 122010  25.934 34610 684659  8239.44 9137.04  3.49%
PATR PATRIOT TRANSPORTATION 305  01/19/11  31.280 25770  9007.45  8671.15 7859.85  3.00%
WEC WISCONSIN ENERGY 250  02/22/11  29.185 39430 730624 921250 9857.50  3.77%
EEP ENBRIDGE ENERGY PARTNERS 224 03/28/11  32.219 29980 721710  6249.60 671552  2.57%
USTR UNITED STATIONERS 200  04/18/11  35.350 33340  7079.99  6198.00 6668.00  2.55%
cwT CALIFORNIA WATER SERVICE GRP 400  05/16/11  18.350 19.500  7349.99  7340.00 7800.00  2.98%
CHD CHURCH & DWIGHT 175 06/20/11  39.900 57.790 699249 937475 1011325  3.87%
OKS ONEOK PARTNERS LP 165  07/18/11  43.850 50600 724524  8908.35 9834.00  3.76%
OZRK BANK OF THE OZARKS 280  08/16/11  22.786 36.320  6379.99  9371.60 10169.60  3.89%
cLw CLEARWATER PAPER 175 091911  37.000 45310  6484.99  6853.00 792925  3.03%
BLL BALL CORP. 200 11/21/11  33.400 44520  6689.99  8950.00 8904.00  3.40%
ROST ROSS STORES 150 121911  46.520 59.700  6987.99  8113.50 8955.00  3.42%
TIX TIX INC 220 0117112 32.620 45180  7186.39  9339.00 9939.60  3.80%
MNST MONSTER BEVERAGES 106 02/21/12  53.200 47.900 559349 554820 5029.50  1.92%
DGAS DELTA NATURAL GAS 400 032112 18.955 19.700 758193  7820.00 7880.00  3.01%
CPRT COPART INC 300  04/16/12  25.780 35910 773398  8850.00 10773.00  4.12%
KO COCA-COLA 200  05/21/12  37.174 37240 743484  7250.00 744800  2.85%
CME CME GROUP 140 06/21/12  54.923 57.840 768927  7093.80 8097.60  3.10%
AZZ AZZ INC 250  07/16/12  32.320 42790  8079.99  9607.50 10697.50  4.09%
TROX TRONOX LTD. 310 08/20/12 25612 18950  7939.79  5657.50 587450  2.25%
PAA PLAINS ALL AMERICAN PIPELINES 180  09/17/12  44.881 52700 807849  8143.20 9486.00  3.63%
MMP MAGELLAN MIDSTREAM PARTNERS 180  10/16/12  44.406 50610 799299  7774.20 9109.80  3.48%
scL STEPAN CO 160 111912 47.062 58660 752999  8886.40 9385.60  3.59%
HEP HOLLY ENERGY PARTNERS 240  12117/12  31.852 35950 764439  7893.60 8628.00  3.30%
PRA PROASSURANCE 194 01/25/13  44.601 45040  8652.68  8652.68 8737.76  3.34%
TOTAL CASH AND EQUITIES 213808.37 261633.69  100.00%
ACCOUNT VALUE SUMMARY - 1/31/13 PORTFOLIO PERFORMANCE
Description Amount
Last Month’s Closing Equity 242706.46 250k 2
Change in Stock Value 18857.17 200k JA
Interest & Dividends 70.06 v,
This Month’s Closing Equity 261633.69 150k Ny
ANNUALIZED RETURN 7/31/96 -1/31/13 100k hr"WV

2for1: +10.55% Vanguard 500 Fund: +7.13%
(all costs and dividends included for both)

THE FINE PRINT

The above list represents all of the securities recommended, bought
and which are now present in the 2 for 1 portfolio. The 30 stocks on
this list constitute the entire 2 for 1 portfolio. The graph of the
performance of the 2 for 1 portfolio to the right was adjusted to equal
the Vanguard 500 Index Fund at the end of July, 1996, adjusted for
and including dividends. The Vanguard 500 Index Fund tracks the
S&P 500, an index tracking the 500 largest U.S. companies. 2 for 1
tracks an actual portfolio of only 30 companies, large and small. 2 for
1 may be more or less volatile than the S&P 500. The 2 for 1 portfolio
was started in July, 1996 with $50,000. The $213,808 basis above
reflects the $163,808 in capital gains, dividends, and interest accrued
since the portfolio’s inception. It shall not be assumed that recom-
mendations made in this issue of 2 for 1, or in any future issues, will
be profitable or will equal the performance of the securities on this list.
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2 for 1 is published and distributed by Neil Macneale, Inc.,
1125 North Second Street, San Jose, CA, 95112. Phone
408-210-6881. E-mail splits241@aol.com. Neil Macneale,
Inc., dba 2 for 1, is not a broker and does not offer individual
investment advice. 2 for 1 is published each month on the
Friday closest to the 15" of that month. Contents are
copyrighted but may be copied or quoted if attributed to the
source. 2 for 1 subscription rate = $20.00 per month for
electronic delivery, payable by monthly debit from any major
credit card approximately one week prior to publication. No
long-term commitment is required.




