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Now what? Is this the calm before another storm, or 
is it the calm that will bring back sunshine for 
investors? 

One thing is sure: Most investors remain wary, if 
not fearful. But some seasoned portfolio strategists 
on Wall Street are upbeat, and holding on to their 
bullish year-end targets. 

 
They are convinced the market is headed higher and will provide at least 20% returns by 
the close for 2011. 

Indeed, calm finally descended on the schizophrenic stock market on Friday (Aug. 12, 
2011), when the market averages closed the week on an up note after four straight days of 
violent up-and-down swings of some 4%. 

The Dow Jones industrial average ended on Friday with gain of 125.71 points, or 1.13%, 
which normally would have been a great win, except that the week closed with a loss of 
175.59 points, or 1.53%, to 11,269.02. But even so, it was a relatively good closing for 
the week punctuated as it was with rambunctious, gut-churning sessions. The Standard & 
Poor’s 500-stock index fell 1.7%, to 1,178.81, although on Friday it closed with a gain of 
6.17 points, or 0.5%. 

But looking forward, what’s in store for investors? More panic and pain? Not likely, 
according to some experienced pros. 

And I would have to agree with this bullish view because, as I have often said in my past 
columns regarding the market’s bizarre behavior, “this too shall pass.” And some 
respected money managers and portfolio strategists believe it will, and they advise 
investors to take advantage of the ignored and hidden opportunities in this uncertain 
market environment. They recall the dark cloud of investor desperation right after the 9-
11 terrorist attacks, which was followed weeks later by a long market recovery. 

Warren Buffett: No Time to Panic 
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“Strategically, we believe the S&P 500 is attractively valued at current levels and offers 
20% prospective return to our year-end 2011 target of 1,400,” says David J. Kostin, 
portfolio strategist at Goldman Sachs. He heads a team of market analysts who sees 
positive underpinnings to the market’s current condition, based on fundamental and 
technical grounds. The team includes Stuart Kaiser, Amanda Sneider and Ben Snider. 

One factor supporting Goldman Sachs’ analysis is the economic forecast by the 
investment bank’s U.S. Economics group. It believes there’s a greater-than-even chance 
that the Federal Reserve will resume the so-called quantitative easing (QE3) later this 
year or in early 2012. Hence, they expect the U.S. will avoid another recession or a 
dreaded double-dip. 

The Oracle of Omaha Warren Buffett said it succinctly when he told ‘s Betty Quick at the 
height of panic last week that the U.S. deserves a credit rating of AAAA rather than 3As, 
and suggests that this isn’t the time to panic. The legendary investor is a long-term 
investor who always waits to take advantage of opportunities after panicky investors have 
done their massive selling’ 

FIVE ATTRACTIVE GROWTH/DIVIDEND STOCK PLAYS 

How should investors play Buffett’s steady bullishness and Goldman Sachs’ upbeat 
stance? Given the current environment, the Goldman strategists favor stocks with 
“superior dividend and return-on-equity (ROE) growth” as well as shares of companies 
that have high sales exposure to emerging markets. It’s widely known that Buffett always 
seek to buy into companies with with a track record of consistent earnings growth with 
robust balance sheets — and selling at bottom prices. 

Kostin says examples of stocks with a combination of high dividend yield and growth 
that are expected to generate rising returns in 2012 include ExxonMobil (XOM), 
Occidental Petroleum (OXY), BlackRock (BLK), CSX (CSX), and Eaton (ETN). 

Shares of Exxon, the giant oil producer, have not been spared during the market turmoil. 
Its stock, now trading at $72 a share, is down from its 52-week high of $88.23. Yet its 
earnings growth rate is a robust 43%, and its ROE exceeds those of its peers, at 28.6% vs. 
the industry average of 22,63. And the company pays a solid dividend yielding 2.6%. 

Some of the Exxon bulls on Wall Street expect the stock to hit $90 in 12 months. Its top 
competitors are Chevron (CVX), British Petroleum (BP), and Royal Dutch Shell 
(RDS.A). 

Occidental Petroleum, the fourth largest U.S. oil company, is another top performer, 
posting an impressive earnings growth rate of 45.8% and ROE of 14.7% and pays a 
decent dividend that yields 2%. Now trading at $85 share, the stock is way down from its 
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52-week high of $117.89. Analysts expect the stock to bounce back up to $117 when the 
wobbly recovery regains traction. 

BlackRock, the world’s largest independent investment management company, is another 
top ranked outfit in the investment world, with assets under management of $3 trillion. 
But its stock has been hammered, nonetheless. Trading as high as $209 a share on Mar. 1, 
2011, it has since tumbled to $161. For a giant global money manager, its earnings 
growth rate is solid at 18.3%, with its stock providing a comfortable cushion, providing a 
dividend yield of over 3%. 

So it isn’t surprising that even in bad times, BlackRock loses little of its appeal among 
investors. But in good times and a growing economy, BlackRock’s allure significantly 
increases. So its stock is one to watch as the market and the economy starts to get back to 
a firmer footing. Second quarter results demonstrated BlackRock’s strong earning power, 
as profits jumped a hefty 43%, to $619 million, beating Wall Street’s forecasts. 

Transportation behemoth CSX is another company with solid fundamentals even as it 
depends heavily on economic growth. Its ROE is more than 20% vs. an industry average 
of 15%, and its earnings grow at a rate of 26.7%. CXS’ second-quarter results also 
demonstrated its strong capabilities to outperform, with earnings climbing 42%, to $557 
million, even in a tepid economic recovery. The company continues to pay an attractive 
dividend, yielding 2%. Little wonder that the company’s stock hasn’t been thrown off the 
tracks much, falling to $22 a share — not far from its 52-week high of $27. CSX told 
analysts it expects shipping volume for he rest of the year to continue to grow faster than 
the broader economy. 

Eaton is mainly an industrial stock play. The company makes fluid power systems for 
industrial, mobile and aircraft equipment, as well as electrical systems and components 
for power quality, Its ROE comes up to 16.6% and its dividend yield is a solid 3.3%. 
Eaton’s stock is trading at $41 a share, down from its 52-week high of 56. Yet its second-
quarter results showed how the stock is being so mispriced. Its second-quarter earnings 
jumped a whopping 49%, to $336 million, on revenues that climbed 21%, to $4 billion. 
The company predicted it will end the 2011 with continued record sales and earnings. 

It’s true the market’s volatility could continue for a while, but probably not as violently 
jarring as it has been in the past two weeks. Part of the reason would be because investors 
should by now be coming to grips with the reality of the U.S. economy’s resilience as it 
faced the admixture of short-term economic and political problems that confounded the 
market. It’s time to take a serious second look at the market without a sense of panic. It 
isn’t the time to sell. It is a great time to take a look at the many missed opportunities — 
and buy. 
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