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Back to Strength 

The Japanese government has helped businesses deal with the threat of deflation. On January 29th, for the 
first time in its history, the central bank adopted negative interest rates by cutting the bank deposits rate 
to -0.1%. Now almost a quarter of the world’s gross combined product comes from countries with negative 
rates including Denmark, Sweden and Switzerland. 

“The negative rate in Japan applies only to new deposits,” Economist.com said. “And banks that are not 
profitable would not add to the capital buffers that let them operate safely.” 

ServiceNow Inc (NOW) provides automated and IT services to businesses, and had its stock down -20% 
last week in light of lowered financial guidance for 2016. The stock now trading at $52.31 is open to a 
more attractive risk-to-reward purchasing balance. The company reached its all-time high of $91.28 on the 
stock market in early December. 

Its cloud-based software is expected to boost annual revenue growth more than 30% or at the guidance 
midpoint. In December the company added 174 new customers for an updated total of 2,978, and 
international enterprises would remain a long-term focus. 

Revenue in the fourth quarter jumped 44% year over year to $285.7 million, while billings of $365.7 
million were up 33% despite a foreign currency loss. For the first quarter in 2016, the company expects 
revenue annualized growth of 43% to 41% or $303 million to $298 million. 

The high-end customer group for cloud-based and security services boasts an average $2.1 million actual 
cash value. ServiceNow has 230 customers each with an annualized contract value of more than $1 million, 
up from 129 at the end of 2014 and 67 in the prior year, including foreign clients. 

SeriveNow holds a $60 billion market share given its expanded software release in Europe last month with 
new offerings that cover customer service and security operations.  

Krispy Kreme Doughnuts Inc (KKD), the branded retailer and wholesaler of doughnuts, beverages, and 
treats and packaged sweets, had its stock plunge -24% in 2015. Missing analysts’ estimates in six of the 
past eight quarters has been dubious for share prices.  

In the third quarter ended in October, Krispy’s revenue jumped to $128.54 million from $122.87 million a 
year ago. Earnings were 11 cents per share compared to 10 cents in the prior year. In the second quarter, it 
got hurt by sales to grocery stores, while same-store sales rose 5.4% including profits from company-
owned stores. 

As part of various menu deals, free coffee was offered on Tuesdays like Dunkin’ Brands Group Inc 
(DNKN) and other cafés did. Founded in 1937 and based in Winston-Salem, North Carolina, Krispy today 
is valued at $891.93 million. With approximately 1,000 shops, it may need to grow without rapidly 
expanding with new locations, to better compete with branded cookies internationally. 

Krispy’s fundamental score is 47 points compared to its peer average of 51.5 basis points. The company 
through January 12 trades at a lower price-to-book multiple of 3.67 than its peer median of 6.36.  



Gilead Sciences Inc (GILD), the biotech giant with patent medicines is a very appealing pick for income 
investors. The stock price has declined significantly from its 52-week high of $123.37 per share. It now 
trades at $85.05 per share or slightly above the two-month low of $81.89 per share.  

Gilead is also a strong dividend growth stock. Along with a recently announced dividend raise, Gilead has 
a new $10 billion stock buyback authorization. The buyback represents 8% of its market capitalization of 
$124.50 billion. 

Sales in the fourth-quarter grew 16% to $8.51 billion year over year. Net profit was $4.68 billion or $3.18 
per share, compared to $3.49 billion or $2.18 per share a year ago. Earnings adjusted for one-time items 
came to $3.32 per share.  

Above S&P 500 

Advisers and fund managers, who have thrashed the S&P 500 by 3-to-1 in the period 2012 from 1998, 
recommend the following four equity holdings:  

EMC Corp (EMC), a networking company valued at $47.70 billion; 

America Movil S.A.B. de C.V. (AMX), an international telecom services provider valued at $46.71 billion; 

Vodafone Group plc (VOD), a worldwide telecom company valued at $79.98 billion. 

Stocks of $10 

Dot Hill Systems Corp (HILL), the less known provider of storage solutions to software and hardware 
products, is trading at $9.75 per share. The company has generated both profit and growth.  

Zagg Inc (ZAGG) makes protective coverings for phones, tablets, notebooks, and watches. Trading at 
$9.22, the stock is up +19.77% in the past six months through February 4.   

Among technology small-cap stocks are Advanced Semiconductor Engineering Inc (ASX) (2311:TT), 
FormFactor Inc (FORM), and Frontier Communications (FTR), and Square Inc (SQ). 

Kandi Technologies Group Inc (KNDI) is based in China, and it manufactures e-vehicles and parts such as 
drive motors and controllers.  

Cowen Group Inc (COWN) provides investment management, research and banking services.  

Merge Healthcare Inc (MRGE) develops software services to exchange data among patients and 
physicians worldwide. Rite Aid Corp (RAD) sells prescription drugs and beauty products.  

Sirius XM Holdings Inc (SIRI) provides satellite radio services in the U.S. with news and music in various 
genres. 

Watch List 

In view of insider trading, Allergan plc (AGN) recently sued Valeant Pharmaceuticals International Inc 
(VRX) and Pershing Square Holdings Ltd (PSH:NA) by pointing out how the two companies converted an 
expected merger proposal into a tender offer.  



Pershing pre-announced its own possible stock purchase based on inside information and therefore that 
was illegal under Rule 14e-3. However, Allergan ended up being sold to Ireland-based Actavis plc (ACT) 
for a higher price than Valeant was willing to pay.  

Actavis in 2015 completed a $28 billion acquisition of fellow drug maker Forest Laboratories Inc. The 
leader of the combined business was the chief executive officer of Actavis. The deal comprised of cash and 
stock. As of January 21, Teva Pharmaceutical Industries Ltd (TEVA) acquired Actavis for $40.5 billion 
with equity, convertible shares, bonds and term loans. 

After acquiring in October 2015 Rimsa, a Mexico-based drug maker, Teva is ever more competitive. The 
company shares the market with Biogen Inc (BIIB), Boehringer Ingelheim GmbH, Genzyme Corp 
(SAN:FP), GlaxoSmithKline plc (GSK), Merck & Co Inc (MRK), Novartis AG (NVS), and  Sanofi 
(SAN:FP) on various products. 

In order to divest risk, investors can consider ETFs such as the PowerShares International Dividend 
Achievers ETF (PID) or the Market Vectors Pharmaceutical ETF (PPH), which have holdings in Teva. 

Others on the stock watch list are: AngioDynamics Inc (ANGO), BioMarin Pharmaceutical Inc (BMRN), 
Covidien plc (COV), Electronic Arts Inc (EA), Johnson Controls Inc (JCI), Opko Health Inc (OPK), Pep 
Boys (PBY), Pfizer Inc (PFE), Prosensa Holding NV (BMRN), TE Connectivity Ltd (TEL), and Tyco 
International plc (TYC).  

Organic food brands The Hain Celestial Group Inc (HAIN) and Whole Foods Market Inc. (WFM) have 
been riding a clear upward direction since their earnings reports. 

Restaurant stocks to move up in February include BJ's Restaurants Inc (BJRI), Brinker International Inc 
(EAT), Chipotle Mexican Grill (CMG), Darden Restaurants Inc (DRI), Panera Bread Co (PNRA), and 
Yum! Brands Inc (YUM).  

While gold ETFs and real estate mutual funds have regained their glitter, bank ETFs bumped over 
market troubles reflected by trading losses of major banks. 

Dropping down last month were Bank of America Corp (BAC), Citigroup (C), Goldman Sachs Group Inc 
(GS), JP Morgan Chase & Co (JPM), Morgan Stanley (MS), and Wells Fargo & Co (WFC).  

Bank ETFs that measure with the broader financial industry are: iShares MSCI Europe Financials 
(EUFN), PowerShares KBW Bank ETF (KBWB), SPDR S&P Bank ETF (KBE), SPDR S&P Capital 
Markets ETF (KCE), and SPDR S&P Regional Banking ETF (KRE). 

Gold ETFs are: ETFS Physical Swiss Gold (SGOL), Gold Miners ETF (GDX), iShares Gold Trust (IAU), 
iShares MSCI Global Gold Miners (RING), SPDR Gold Shares (GLD), and Van Eck Merk Gold ETF 
(OUNZ). 

Investing in real estate tools has made significant headway. The top three real estate mutual funds as 
ranked by Zacks.com are: Alpine Realty Income & Growth A (AIAGX), Cohen & Steers Real Estate 
Securities C (CSCIX), and T. Rowe Price Real Estate (TRREX). 

Several REITs with hefty losses since January are: the IQ US Real Estate Small Cap ETF (ROOF), New 
Senior Housing Investment Group Inc (SNR), Preferred Apartment Communities Inc (APTS), STAG 
Industrial Inc (STAG), and Ventas Inc (VTR).  


