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Results 
 
So far this year we have had a reasonable return.  The last few years it has been harder to make 
consistent gains as the US economy has taken one step forward then one step back.   I have been 
anticipating this and have worked hard to find companies that can forge ahead, regardless of the slow 
US/European economies.  We focus on companies that can grow regardless of the headwinds.   
 
The stock market just set new highs for the first time since 2007.   As recent as last year, the stock 
market was still below its year 2000 high.  Since March of 2000, the compounded rate of return of the 
stock market has been 1.58% and during that 12.6 year span the total return has been 22%.  During the 
same period, Target 3 has a compounded rate of return of 12.45% and a total return of 338% or 4.38x.  I 
would like to see that gap widen even further.  
 
Sideline:  Gold has always been thought of as a store of wealth and a hedge against inflation. Since 
2000, inflation has driven up consumer prices 34%, gold has gone up much, much faster.  So far I have 
not seen a good explanation as to why gold is up that much and inflation isn’t.  The correlation of gold 
prices and the supply of money holds up for the last 10 years, but fails when looking at the last 30 years. 
Is it possible that inflation is around the corner, but with a delay of many years?  Seems obvious that 
inflation is coming in a big way, we shall see.  
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Nam Tai (NTE) 
 
Below is a long term chart of Nam Tai Electronics Inc. (NTE).  NTE is a contract manufacturer of components 
for handheld devices, i.e., it’s a supplier.  NTE is based in China. NTE has had results that are spectacular then 
periods of dull performance.  The CEO, M.K. Koo, has had a theory about running the business, in that he will 
only manufacture products that have about 10% gross margins, otherwise he isn’t interested.  In this business, 
margins on a new product eventually decline.   Starting last fall the CEO decided he would accept lower 
margins.  This is mainly because he had a newer factory in northern China that was well underutilized since the 
’08 meltdown.  We have continued to own this stock because the CEO is shrewd. He owns quite a bit of stock 
and the company is a high end manufacturer and pays a dividend.   It currently appears that NTE will be making 
the LCD modules for both the new iPad and new iPhone.  Although this is not confirmed yet, the initial volumes 
indicate the final customer has some pretty big orders.  NTE has just started ramping up on this new business. 
We will have more information by at least November.  
 
Here is our approximate history with the company: 
 
1992-1998  invested:  $   183,928.75 
2003 Sale:                   $   517,824.45 
Realized Profit:                                         $333,985.70 
 
2004-2011 invested:   $   594,650.35 
Current value:             $1,328,851.20 
Unrealized Profit                                       $734,200.85 
     ____________ 
Realized and Unrealized Profit total:   $1,068,186.55 
Dividends Collected:                               $   225,231.50 
                  ____________ 
Total Gain                                                $1,293,418.05 
 
Our best sale was $31.75 per share in 2003 and our best purchase (since 2003) was $3.92 per share in 2009 near 
the depths of the ’08 meltdown.  We purchased over 1/3 of our current position at that price.  
 
It is also believed that Mr. Koo is preparing to sell the whole company as he is reaching retirement age.  When 
Mr. Koo puts the company up for sale, that’s a good indicator of an exit signal; it’s usually not a good idea to 
bet against this guy.   
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YUM! Brands (YUM),  China,  Go Figure 
 
 
YUM is a big position for us and has been for quite some time.   YUM owns KFC, Taco Bell, and Pizza Hut.   
KFC in China is one of the best larger scale businesses in the world.   It is simply a juggernaut, beating 
McDonalds by about 4 to 1 in China.   KFC is the number one brand in China, bigger than Coca-Cola.  KFC in 
China generates one half of all of YUM’s profits.  
 
China’s economy has been slowing for quite some time.  Something I fully expected.  In fact, I have been 
somewhat concerned about a US style housing bubble or worse in that country.  I have spent quite a bit of time 
researching China.  Some very extensive research suggests that China has built all the housing that they will 
ever need for all time. China economy is slowing, yet YUM’s business powers on unabated.   Three companies 
that have extensive business in China: Alcoa, YUM and Nike. They have just reported earnings.  Alcoa reduced 
its earnings forecast and blamed China, as they noted demand for heavy truck and trailers in China to decline 
18-21% in 2012.  Nike’s earnings actually shrunk year over year in China, although revenues were up 8%.  
YUM’s profits in China were up 22%. In addition, YUM is adding to its planned openings of new restaurants in 
China from 700 to 750 for this year.  McDonald’s has a total of 1100 restaurants in China vs. over 4000 KFCs in 
China.  In addition, YUM is growing about 30% in India and expects to spend $100 million in the next four 
years to expand operations there.  The expectations are that India is where China was 10 years ago and ready to 
really take off.  One reason that YUM’s business has not been affected much by the slowdown in China is 
because at the same time the economy is slowing, wages have been increasing quite rapidly. This gives Chinese 
consumers more purchasing power and they are heading to KFC!  
 
We first started getting a dividend from YUM in 2004 at the rate of $6,400 per year.  Today the company pays a 
dividend of $36,400 annually.  We purchased a large part of our ownership in 1997 for about $7.00 per share.  
The stock is now up 10x.  In addition, the current dividend of $1.34 per share is a 19% annual yield on our 
original investment and that will grow over time.  YUM has been an amazing compounding machine.  
 
Below is a chart of how YUM has fared against the average large company in the USA. The lower line is the 
returns of the average large US company.  
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CURRENT HOLDINGS 

   
       Company Exch. Symbol Shares Current Value Percent 

    
Price 

 
of Assets 

________________________________________________________________________________________________________________________ 

       Other NYSE 
 

15000 31.24 $468,600.00 3.72% 
Aspen Technology NAS AZPN 20600 25.84 $532,304.00 4.23% 
Boeing NYSE BA 6500 69.6 $452,400.00 3.59% 
Berkshire Hathaway NYSE BRKb 8500 88.2 $749,700.00 5.95% 
Other NAS 

 
177452 1.6 $283,923.20 2.25% 

Other OTC 
 

105000 3.94 $413,700.00 3.28% 
Eastman Chemical Co. NYSE EMN 8670 57.01 $494,276.70 3.92% 
Johnson & Johnson NYSE JNJ 12850 68.91 $885,493.50 7.03% 
Leucadia NYSE LUK 20000 22.75 $455,000.00 3.61% 
Other OTC 

 
221200 3.93 $869,316.00 6.90% 

Men's Wearhouse NYSE MW 8550 34.43 $294,376.50 2.34% 
Newmont Mining NYSE NEM 5800 56.02 $324,916.00 2.58% 
Nam Tai Electronics NYSE NTE 123960 10.72 $1,328,851.20 10.55% 
The Pantry, Inc. NAS PTRY 84378 14.55 $1,227,699.90 9.75% 
Scotts Company NYSE SMG 10100 43.47 $439,047.00 3.49% 
Direxion Trsry Bear NYSEArca TMV 1100 53.25 $58,575.00 0.46% 
Unilever NV NYSE UN 22645 35.48 $803,444.60 6.38% 
Direxion China 3x Bear NYSE YANG 15000 13.34 $200,100.00 1.59% 
YUM! Brands Inc. NYSE YUM 32000 66.34 $2,122,880.00 16.85% 

       
 

Cash.................................................................... 
 

$201,339.01 1.60% 

 
Securities........................................................... 

 
$12,404,603.60 

 
 

Accounts Payable……………….………………………….. -$8,910.00 
 

     
                 ------------------ 

 
 

Net Assets......................................................... 
 

$12,597,032.61 
 

       
 

Total Shares...................................................... 
 

154127.17368 
 

   
   

 
                    __________ 

 
 

Share Price........................................................ 
 

81.7314 
  

The Bottom Line  
 
When I look around the world, the countries that are having the best growth rates are those that find a 
way to release their resources for better uses.  China doesn’t have a huge amount of natural resources, 
but is rich with human resources that have become more productive.  Mongolia, with fewer people than 
Iowa is rich in natural resources.  It has begun to mine these resources and recently had the second 
highest growth rate in the world with GDP up 17%.  We continue to look for investments with the wind 
in their sails.  
 
 
Thank you for your business. 
                    Regards, 
  
         _____________                                                                                                                                                                                                                                                            
         Jon Christensen 
 
 
 

Your money invested like my own, be assured we’re partners in every investment. 
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