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Adding ACM & LPX Removing HPQ, SLB & BHI 
 

I. Introduction 
 
The committee at SISR agreed that we are continuing to position our portfolio for a full recovery of the 
economy with construction leading the way. The portfolio is overweight in what we would consider the 
recovery trade, with being overweight in Construction and somewhat in retail. In construction we 
currently have such companies as: Granite Construction (GVA), Texas Industries Inc. (TXI), Jacob 
Engineering (JEC), Vulcan Materials (VMC) and Caterpillar (CAT). In retail we similarly feel 
adequately represented with such names as Coach (COH), Abercrombie (ANF), and Nordstrom (JWN), 
and BEBE Stores (BEBE). We wrote earlier in the week why we felt that the technology sector would 
not lead the recovery and this is one of the reasons that we are removing HPQ from the portfolio.  
 
We are adding AECOM Technology and Louisiana Pacific Corp. (LPX), while removing three 
companies Hewlett Packard (HPQ), Schlumberger (SLB) and Baker Hughes (BHI).   
 

II. Portfolio Changes  
 
We have decided to make 5 changes to the portfolio:  
 

1) Sell Hewlett Packard (HPQ) 
2) Sell Schlumberger Limited (SLB) 
3) Sell Baker Hughes Intl (BHI)  
4) Buy AECOM Technologies (ACM) 
5) Buy Louisiana Pacific Corp (LPX)  
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The decisions are based on various factors: 
 

1. Sell Hewlett Packard (HPQ): The decision to sell HPQ was based on our report late last week 
where we argued that technology will likely not be a lead sector in this recovery. With the 
struggles of Microsoft we are even more convinced of this decision. We added HPQ on April 30, 
2009 and it is up nearly 16% in the portfolio, so we felt we could use allocate our money better 
elsewhere.  

 
2. Sell Schlumberger (SLB) & Baker Hughes Intl (BHI): This decision was based on the 

earnings report for SLB on Friday July 24th where earning tumbled 57% and their outlook was 
very uncertain going forward. Also the portfolio is slightly positive on both positions so we 
decided to pull them, up 1.43% and 5.77% respectively.    
 

3. Buy AECOM (ACM): The decision to add AECOM is a purely based on infrastructure 
expectations much in line with our decision to add Jacobs engineering earlier in the year. ACM 
is involved in technical management support for projects like highways, airports, bridges, mass 
transit systems, and water and wastewater facilities, all projects that are part of the $160 billion 
dollar infrastructure expenditure, from the stimulus package. We believe it is this sector that will 
lead the recovery.  
 

4. Buy Louisiana Pacific Corp (LPX): This is by far is the weakest company that we have placed 
in the portfolio ever, but we believe our decision is sound. Over the past two weeks we have seen 
home price stabilize from various reports like existing home sales and from the FHFA report, as 
well as last month from the new home sales report (they will report on Monday for June). Not 
only have sales been up for 3 straight months but prices have been up also. In addition we have 
now seen starts and permits up for two straight months. The LPX cash position is strong enough 
to weather this storm, the price seem right and we believe that as residential home building 
begins to pick up LPX will again be profitable by the end of this year or early next year and the 
price of the stock will reflect the anticipated improvement.  
 

Currently as of today the portfolio is up 24.91% since inception in October 18, 2008 while the S&P 500 
is up 4.12%. Since the beginning of the year the S&P 500 is up 8.42% while the portfolio as of the close 
on July 24, 2009 is up 27.19%. We have significantly outperformed the S&P 500 since we started this 
portfolio. A full update is provided in the appendix below.  
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Figure I: Performance Table of Performance of the SISR Recommended List Since Inception (July 24, 2009) 
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Source: Reuters, SISR  
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Certification:  
 
I, Philip L. Miller (or any research analysts at SISR Inc.) certify/certifies that the views expressed in this 
report accurately reflect my personal views about the subject companies and securities. In addition no 
part of my compensation was, is or will be directly or indirectly related to the specific recommendations 
or views expressed in this report. 
 
Recommendation Scale: 
 
Stock Rating: 
1 – Recommended List – The stock has our highest recommendation and is expected to outperform the 
average equal weighted expected total return of the overall Market irrespective of sector. Our investment 
horizon is 12 – 18 months except as specified by the reporting analyst.  
2 – Overweight – The stock is expected to outperform the equal weighted expected total return of the 
sector coverage. Our investment horizon is 12 – 18 months except as specified by the reporting analyst.  
3 – Neutral – The stock is expected to perform in line with the equal weighted expected total return of 
the sector coverage. Our investment horizon is 12 -18 months except as specified by the reporting 
analyst. 
4 – Underweight – The stock is expected to under-perform the equal weighted expected total return of 
the sector coverage.  Our investment horizon is 12 -18 months except as specified by the reporting 
analyst. 
5 – Rating Suspended – The rating and target price have been suspended temporarily to comply with 
applicable regulations and/or firm policies in certain circumstances including when SISR Inc. is acting 
in an advisory capacity in a merger or strategic transaction involving the company.  
 
Sector Ratings: 
1 - Recommended Sector – The sector has the highest recommendation with continued improving 
valuations and rapid growth. 
2 – Positive – The sector fundamentals and valuations are improving with a positive second derivative. 
3 – Neutral – The sector fundamentals and valuations are flat with the second derivative close to zero or 
with a neutral slope. 
4. Negative – The sector fundamentals and valuations are negative with a negative second derivative.    
5 – Rating Suspended – The rating and sector targets have been suspended temporarily to comply with 
applicable regulations and/or firm policies in certain circumstances including when SISR Inc. is acting 
in an advisory capacity in a merger or strategic transaction involving the company.  
 
Price Chart: 
 
A price chart, with changes of ratings and price targets in prior periods, is included above, for all 
securities covered in this report.  
 
Additional Disclosures: 
 
This report is for information purposes only and should not be construed as a solicitation or an offer to 
buy the securities or other instruments mentioned in the report. This report may not be reproduced in any 
manner, without the written permission of SISR Inc.  
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This research report is based on current public information, with the possible exception of disclosures 
relating to SISR Inc., that SISR Inc. deems to be reliable and as accurate as reasonably possible. SISR 
Inc., however, makes no claim to the accuracy and completeness of this reports, and this report should 
not be relied on as such, or as a statement of factual content.  
 
This research report is prepared for general information purposes only. In addition this information does 
not consider the specific investment objectives, financial situation and particular needs of any 
individual, or institution. Investors and/or institution should seek financial advice and or internal due 
diligence for institutional investors, as to the appropriateness of investing in any securities or investment 
strategies mentioned or recommended.  
 
Analyst as Officer or Director: No analyst will serve as an Officer or Director. SISR Inc. prohibits its 
analysts, persons reporting to analysts or members of their households from serving as an officer, 
director, advisory board member or employee of any company in the analyst’s area of coverage.  
 
Ownership and Material Conflicts of Interests: SISR Inc. permits ownership of the recommended 
securities subject to all the NASD rules regarding the ownership of securities by analysts. Since our 
analysis is economic in origin and subsector driven we expect all analysts to cover the universe of all 
stocks and as a consequence limiting the analyst or the firm to ownership of the underlying securities 
would in essence require these entities to reframe from investing in the equity market.  
 
Analyst Compensation:  Analysts are paid in part based on the profitability of SISR Inc., some of which 
may include investment banking and consulting revenues.  
 
Disclosures are required in the United States for any of the following: 
 

1. acting as a financial advisor, 
2. manager or co-,manager in a pending transaction 
3. 1% or other ownership, long or short 
4. compensation for certain services 
5. types of client relationships 
6. managed/co managed public offerings in prior periods 
7. directorships 
8. market making and/or specialist role. 

 
These disclosures are included in the company-specific disclosures above for any of the above 
disclosures that are required. 

 
 
 


