
U.S. Stocks Rebound from Recession

Few investors  are  enthusiastic  enough to  buy underrated  stocks  that  are  considered  too  far  out  of  the

mainstream. Yet the rationale behind reviewing such stock picks is simple: it’s generally a lot easier for a $5

stock to go to $10 than for a $50 stock to go to $100.

Cover-All Technologies Inc. (COVR) through its subsidiary Cover-All Systems Inc. licenses and maintains

software products for the property and casualty insurance industry in the United States and Puerto Rico. The

company of Morristown, New Jersey, completed merger with Majesco Entertainment Company (COOL) to

begin trading under symbol MJCO on June 29. Shares of both companies are trading at respective $0.95 and

$1.16. 

Cover-All posted net income of $199,000, or $0.01 per basic and diluted share in the first quarter, compared

to $434,000, or $0.02 per share a year ago. Revenue jumped to $5.3 million from $5.2 million last year. 

Student Transportation Inc (STB), provider of special needs transportation in the U.S. and Canada, said its

total debt had been reduced by more than $50 million year-on-year. The company offers school bus services,

as well as contracted, managed, direct-to-parent, and charter services. 

Shares at $4.62 value the holding at 442.60 million. 

The company received cash during winter school days that got missed by students. It is also conducting new

business so generating bonus revenue with higher margins, looking to 2016. Its subsidiary GoldStar Transit

Inc. (GST) received long-term contracts to add 180 vehicles, for a revenue target of $8.6 million annually, at

four school districts throughout the state of Texas. 

The company based in Barrie, Ontario, is paying regular monthly cash dividend of US$0.03667 on the dates

of August 17, September 15, and October 15, 2015, to shareholders of record at the close of business on

each of the months of July through September of 2015.

Reliable App

Beginning this fall, mobile application SafeStop developed by SafeStop Inc will connect parents and school

officials  with  vehicles  transporting  students  in  districts  in  Illinois  and  New  York.  The  application  is

accessible from any device connected to the Internet, and can be downloaded from the Apple App Store

(AAPL) and Google Play (GOOG). 

The app first became available to select school districts in New York, Florida and South Carolina last fall

and is quickly expanding to schools and universities across the United States and soon in Canada.

Rapid Rebound

SuperValu  Inc.  (SVU) grocery chain  was  boosted  sharply  upward  on  January  8  after  revised  earnings

estimates. The stock now is “strong buy” with Zacks Investment Research Inc, and since March 31 has

surged to $11.63 from $9.29.

Based in Eden Prairie, Minnesota, the company is a large-capitalization, both wholesaler and retailer in the

U.S. It operates through three grocery shopping segments: private sales, save-a-lot, and retail food.

Net sales in the fourth quarter were odyssey $4.36 billion and net earnings from continuing operations came

in at $36 million or 13 cents per diluted share, compared to $42 million or 15 cents per diluted share a year



ago. Retailers as a whole are now revising earnings estimates thanks to food, clothing, home furnishing, and

accessories sales activities.

SuperValu measure up with larger-price picks in the hedge fund portfolio of Jana Partners LLC of New

York, namely Starz (STRZA), Lions Gate Entertainment Corp. (LGF), and Pinnacle Foods Inc. (PF).

UCP Inc’s (UCP) shares are down 14 cents or 1.75% to $7.87 compared to the homebuilder’s three-month

range  to  $14.35 from $7.14.  Based in  San Jose,  UCP builds  homes  and develops  lands  in  California,

Washington, North and South Carolina, and Tennessee. 

Total consolidated revenue in the first quarter grew 69.9% to $43.5 million and net loss came in at $1.8

million, compared to net loss of $2.5 million last year. The company sold more homes at lower average

selling prices.

The company began new home sales at  six additional places in U.S. communities:  Mooresville Graded

School District, luxury homes in Southern California, Creekside Commons i.e. a highly desired suburb of

Raleigh and a short commute from Research Triangle Park, Cornerstone II i.e. new community located in

Ripon, home designs at Homestead, and HollyBrook i.e. new community in Mooresville, North Carolina.

Dividend Due

American Realty Capital Properties Inc (ARCP) is a REIT portfolio of high-quality retail properties, and is

trading for $8.66 per share compared to its three-month range to $13.44 from $7.38. Once its dividend is re-

stated, there would be a higher margin of investment safety. In comparison, Realty Income Corp. (O) trades

for more than double book value.

More bullish traders point to the company’s hefty current quarter estimates that are up to 21 cents from 20

cents a share, while fiscal year earnings point to 84 cents from 85 cents a share. Based in Phoenix, Arizona,

the company has market cap of $7.55 billion.

Lexington Realty Trust (LXP) based in New York is on the selloff spotlight of late for $8.66 a share because

of  macro  concerns  about  the  direction  and  timing  of  interest  rates.  The  company acquires,  owns,  and

manages a portfolio of office, industrial, and retail properties net-leased to corporate tenants in the U.S. Its

current dividend is 17 cents a share payable July 15 to stockholders of record as of June 30.

Investors  Real  Estate  Trust  (IRET) now sold seventeen retail  assets  totaling approximately one million

square feet.  Shares at $6.99 and the investor based in based in Minot,  North Dakota, manage assets of

856.97 million, primarily properties of residential, healthcare, and commercial types. In August 2013, the

investment advisor managed $650 million including 20% risk in both domestic and foreign REITs through

index funds or ETFs.

Prospect Capital Corp. (PSEC) is a business development company, now yielding a hefty 13% in what is an

overpriced market. The New York-based company is valued at $2.64 billion. Shares at $7.37 point to its

reaffirmed 25% discount to book value.

Fortress Investment Group (FIG) is a private equity manager, is engaged in transportation, infrastructure,

financial services, and senior living. Since the beginning of 2009 it surpassed the S&P 500 by generating

returns of 650%. Shares are trading at $7.41 and the market cap is $1.55 billion. 



Fortress was facing a potential legal battle for acquiring assets without shareholders’ approval, worth $1.4

billion from Home Loan Servicing Solutions Ltd (HLSS), an affiliate of Ocwen Financial Corp. (OCN)

without shareholders’ approval.

Banco Santander SA (SAN) based in Spain is one of the biggest and most diversified banks in the world.

Management expects fiscal 2015 dividend of 0.4 euro or yielding about 6.3%. ADR shares last traded at

$7.05 on the NYSE. 

The bank bought a minority stake in its subsidiary Santander Brasil SA (BSBR) and since October 31 shares

have climbed 7% in local-currency terms. In comparison, Santander Brazil is up 41% following five-year

declines before the stock swap last fall.

Peer Itau Unibanco Holding SA (ITUB), Latin America’s largest lender by market value, more than doubled

its  loan book from the end of  2009 through December 2014, 42% points  faster  than Santander  Brasil,

according to the central bank.

Pizza chain restaurant Papa Murphy’s Holdings Inc.  (FRSH) has walked to $22.72 from $8.08 in three

months on the Nasdaq. New products and new stores in addition to positive industry momentum are still

leading the stock near the high end of this range. The company is now located in 35 states, and will build

110 stores this year, according to CEO Ken Calwell.

Energy picks

Canada-based utility TransAlta Corp. (TAC) taps on utilities generation that is always on demand by both

individual and corporate consumers. Founded in 1909, the company markets energy in Canada, the U.S., and

Australia. It owns and operates hydro, wind, and natural gas- and coal-fired facilities. Shares trading at

$7.87, and the company got acquired by TransAlta Renewables Inc (RNW.TO) for $1.78 billion based on the

cash flows of its Australian assets. 

Cash  proceeds  from the  deal  were  $216.9 million.  About  $1,067 million  will  be  considered  through a

combination of common shares and class B shares in TransAlta Renewables by increasing the stockholders’

ownership to 76% from 70%. 

TransAlta is paying current dividend of 18 cents per share or yielding a healthy 4.6%. Fiscal year growth is

projected at 38.6% compared to industry’s 9.4% estimated expansion.   

Braskem SA (BAK),  an  affiliate  of  energy supplier  Petrobras  (PBR),  offers  chemical  products  such as

ethylene, polymer, and isoprene. Shares at $8.16 settle the market cap at $3.41 billion for Latin America’s

largest petrochemical company. In the first quarter, net profit slumped 49% to 204 million reais or $65.615

million compared to last year, while earnings before taxes fell 9% to 1.487 billion reais or $0.478 million.

Parent company Petrobras during the past fiscal year swung to a loss of -$1.12 a share versus $1.70 a year

ago. The industry in 2015 expects improved earnings of $1.65 versus -$1.12. The company has lowered its

budget for the next five years. On April 22, subsidiary and private company Braskem-Idesa SAPI withdrew

fifth installment of $291 million from an overall $3,167 million investment plan.

Large-Cap Stocks 

The broader semiconductor industry continues to attract investors’ attention, with that company mergers and

acquisitions. Strong adoption of tablets, smart phones, and automotive electronics will require more sensing



devices to run wireless pocket gadgets, applications, and newest compatible versions. Semiconductor stocks

are likely to have a smooth ride in 2015 with the growing need to replace Internet-based tech devices by

consumers and enterprises alike. Growth primarily comes from improved yields and end-manufacturing in

emerging countries. 

Micron Technology Inc.’s (MU) stock price target was lowered to $28 a share from $45 at AllianceBernstein

Holding LP (AB), while the overall “outperform” rating was not changed. The chip maker’s problems are

specific namely lower payments from its 20nm dynamic random-access memory products. Micron will have

to prove that its DRAM margins are back on track, and so pay back debts as well.

Ambarella Inc.’s (AMBA) stock looks like a miracle more than doubling to $128.06 from $27.40 in three

months. The company based in Santa Clara makes video compression and image processing chips that are

used in digital still cameras, camcorders, and mobile phones. Long-term estimated earnings per share are

expected to grow by 22.5% more than the industry average of 13.1%.

In the first quarter of fiscal 2016, net income was $18.9 million or 56 cents per diluted share, compared to

$5.5 million or 17 cents a year ago. Revenue came in at $71.0 million, up 73.5% from $40.9 million last

year. 

Shares lost some of the large-cap hype and last traded at $100.81 giving the company a market value of

$3.16 billion. Earlier in June, an independent short-seller said that the stock was overvalued and set one-year

price target at $60 and 18-month target at $40. 

Meanwhile, Ambarella holds a “strong buy” rating by Zacks Investment Research Inc. The company could

be an acquisition target by Qualcomm Inc. (QCOM) at some point, particularly if it goes stock-split. 

Another attractive player in the same industry is Cirrus Logic Inc. (CRUS) with the same “strong buy”

rating at Zacks Inc. The stock is up 40.43% to $33.10 since January. 

Mixed Bag

Speaking of lower-stock-price players again, NeoPhotonics Corp.’s (NPTN) shares lost 32 cents or 3.64% to

$8.48 in one day June 29. Given the current quarter estimates increasing 57.1% to 11 cents a share from 7

cents within 30 days in June, the stock may be positioned to defy market volatility and gain momentum.

Fiscal year estimates also jumped 13.3% to 34 cents a share from 30 cents in a month.

The small-price stock of Tessera Technologies Inc. (TSRA) gained 3.77% to $3.58 as of June 29, while

shares of Silicon Motion Technology Corp. (SIMO) at $33.70 are expected to rebound by year-end. 

SITO Mobile Ltd (SITO) is a penny stock up 11.43% to $0.39 on volume lower than its three-month average

June  30.  The  New  Jersey  telecom  company  runs  mobile  location-based  advertising  via  platforms  for

businesses and brands primarily in the U.S. and Canada. Market cap at $56.94 million, and the stock has

surged +80.7% since January. SITO’s key partner is comScore Inc (SCOR).

CyberArk Software Ltd (CYBR) profits from cyber crime fears in the U.S. and internationally. Since its IPO

on September 24, the company has outperformed the S&P500 index and tops the IBD Composite Rating for

profits and growth. Strong cloud focus and Internet partnerships is boosting stocks of Palo Alto Networks

(PANW) - above the $100 level, Paycom Software Inc. (PAYC), Qualys Inc. (QLYS), and Arista Networks

Inc. (ANET) as well.



Nintendo Co Ltd’s (NTDOY) shares traded to $24 from $11.80 within three months as the video games

producer got a popular game Splatoon in a new franchise on its  ailing home console.  More games are

quickly following suit. At a price-to-earnings ratio of 58.35, Nintendo is more focused on innovation and

advertising. While Japanese creator Shigeru Miyamoto is still marketing Super Mario Maker and Star Fox

Zero online, he is also bringing his digital creations to reality in NBC Universal’s theme parks and resorts.

Oxford Industries Inc. (OXM) is a popular growth stock last trending at $87.64 a share, compared to its

three-month range to $90 from $50.13. The Atlanta-based apparel products designer boasts a market cap of

$1.45 billion. Its current cash dividend is 25 cents a share payable on July 31. Consumer discretionary

companies as a whole are now revising earnings estimates thanks to men’s and women’s clothing sales

activities. 

Portfolios with health care, biotechnology and pharmacy stocks generally outperform the broader market

thanks to investing in research and development, online sales, and industry-based mergers of stock, cash,

and assets. Pharmaceutical companies may often look for lower tax rates in the United Kingdom, if and

when regulatory or political specifics in the U.S. would be changed.  

Pluristem Therapeutics Inc. (PSTI) plans to expand in Europe and Japan with respect to its CLI program,

and  additionally  for  muscle  injury  program  and  clinical  program  for  PLX-R18.  The  bio-therapeutics

company will also research preliminary data with regard to pulmonary arterial hypertension and other trials.

United Therapeutics (UTHR) is an important partner. Subsidiary Pluristem Ltd is based in Israel.

Quintiles  Transnational  Corp.  (Q) launched a  new solution  set  tailored  to  meet  the  needs  of  emerging

companies  in  the  world's  most  diverse  and  dynamic  healthcare  market.  The solution  should  accelerate

patient recruitment in Asia-Pacific. Quintiles developed since 2011 on more than 60 studies involving almost

20,000 patients. The biotechnology company is a subsidiary of Quintiles Transnational Holdings Inc based

in Durham, North Carolina.

Irish  biopharmaceutical  company Horizon Pharma plc  (HZNP)  had its  experimental  Friedreich’s  ataxia

treatment, Actimmune, approved by the U.S. Federal Drug Administration in May. The company also had a

public offering of 15.35 million shares, priced at $28.25 each. Its market cap is $5.26 billion.

Shares of online drug store CVS Health Corp. (CVS) trade at $105.26 on June 30, the high end of its three-

month range to $106.88 from $74.69. The company based in Woonsocket, Rhode Island, provides integrated

pharmacy health care services in the U.S. and Canada. Its market cap is $118.65 billion. The company filed

with the Securities and Exchange Commission (SEC) to raise approximately $30 billion to repay debt and

fund  acquisitions,  including  merger  with  Omnicare  Inc.  (OCR)  and  Target  Corp.’s  (TGT)  in-store

pharmacies. 

The three more topmost names on our blog screen in the medical sector are Anacor Pharmaceuticals Inc.

(ANAC) up +137.18% since January, followed by INSYS Therapeutics Inc. (INSY) +71.16%, and Anthera

Pharmaceuticals Inc. (ANTH) +28.24% year to date.

Specialty pharmacy retailer Diplomat Pharmacy Inc. (DPLO) trades at $44.29 or the high end of its three-

month range to $47.47 from $15.04. The Flint, Michigan-based company is covered by Japanese Mizuho

Financial  Group  Inc.  (MFG)  with  a  “buy”  rating.  Since  its  IPO,  more  fund  managers  sponsored  the

company’s focus on medication programs for people with chronic diseases.



Recovery Metrics

Investors bear in mind that U.S. and ADR stocks are trading better after recovery from seven-year crisis but

also  amid  worldwide  uncertainty with  respect  to  macroeconomic  growth  and increased  financial  debts

payable to central and other banks. An example of refused IMF and European Union bailout agreement

came with national tensions in Greece and dangerous terrorist attacks in Tunisia, France, and Kuwait during

the week of June 26. 

On June 29 the world’s  richest  people lost  $70 billion.  The Volatility S&P500 (^VIX) jumped 4.83 or

34.45% to 18.85 in one day setting a record six-month 18.40% surge. 

Geopolitical security was questioned also at G7-countries’ meeting on Sunday, June 7 2015. To avoid last

year’s clash with protestors, some 19,000 police officers were deployed prior to the Summit. The German

authorities built 10-mile wire fence around the whole conference hotel in Bavaria. Protestors blocked the

main road to the venue. Meanwhile, security forces were carrying out border checks, mainly at the Austria

and the Czech Republic borders.

In  terms  of  regulations,  sustainable  countries  and  union,  Puerto  Rico  is  just  days  away from historic

economic difficulties after governor Alejandro García Padilla said the island cannot pay $72 billion in debts.

Many more regions including China, India, Brazil, and Greece are coping with new era corruption, global

health, and human rights issues.


