2009 AKOA PORTFOLIO – FIRST QUARTER REPORT

The global markets continued to drop in first quarter 2009.  Bond funds, Asia and emerging markets and both base and precious metals have started to rebound.  Even the mighty Berkshire Hathaway dropped another 10% on the year, the S&P 500 dropped 9.5% and the developed foreign markets dropped 10.7%.

Portfolio Changes:

There have been a few changes in the portfolio.  We invested in 2 new funds, opened a domestic account with Everbank and also opened a direct account with CGM Funds.

Summary:

The Oakmark Equity & Income Fund(OAKBX) and the CGM Focus Fund(CGMFX) are our 2 new funds.  CGMFX was purchased with 5K from the Budweiser buyout in theory, but the cash was taken from checking.  OAKBX was purchased(also 5K) from the proceeds of selling  FEXPX and partial sale of UMBWX.  Both new funds would be an excellent addition to anyone’s portfolio.  OAKBX recently reopened to new investors.  It is the best of the hybrid funds.  It was not possible to buy CGMFX through Wells Fargo so we opened an account directly with CGM Funds.

Our money should be safe with Everbank.  They avoided the sub-prime fiasco and had record earnings and deposits in 2008.  Their domestic CDs and money market funds are held in separate accounts from the world currency accounts.  12k was transferred from checking to get a little better return on our cash.  Their money market funds are currently paying 1.84% annual yield.

Why did we change to these funds?  The S&P 500 index has a -3.1% per year 10 yr. average as I write this.  OAKBX is always ~ 35% bonds and has a 10 yr average of  +7.99%/yr and has had the same managers.  CGMFX has also had the same manager and has a 10 year average of +16.7%/yr, even after losing over 50% in the past 15 months.  The fund managers are obviously best of the best.

 Commentary:

I’m going to tell you how to get $100 for free if you do not already have a TD Ameritrade account.  All you have to do is open a TD Ameritrade account and save $100/ month with an automatic electronic transfer for 12 months.  They will then toss another $100 into your account, an 8% return on your cash.  It’s a promotion started by Suze Orman and is available to everyone over 18, not just women.  That would be discrimination.

TD Ameritrade 866-834-2538

http://saveyourself.suzeorman.com/aboutplan/page1.html
How do you like your current returns on your cash?  A safe way to increase your cash returns is to put a portion of your cash in silver or gold ETFs and sell covered calls against your holdings.  It is the simplest and safest form of trading options.  If enough of you are interested in using this strategy, Kevin & I could show you how to implement this in a 15 minute primer at the Kodiak meeting.  I have already gained over 9% YTD w/ this strategy using SLV, the silver ETF. Since neither Kevin nor I are licensed in the financial world, it is unlikely that Wells Fargo would allow us to do options with the AKAO account, even though we both do with our personal WF accounts.

Bottom Line:
 

 $178,218. = 12/31/08  Portfolio value;  $187,547 = 3/31/09 Portfolio Value 

   $17,000. contribution(12k to Everbank, 5K to CGM Funds), 0 withdrawals

 First Quarter 2009  Return = -4.3%   [(187,547 - 178,218 - 17,000 ) divided by 178,218.]

=======================
 First Quarter 2009 Returns for your comparison

U.S. Total Market Index   -10.7%
International Index  -13.0%
Emerging Market Index  +0.2%

Total Bond Index  + 0.5%

Cash Reserves Money Market + 0.2%

 ==================
LOOKING FORWARD

There was some discussion at the Girdwood 2008 meeting concerning inflation-proofing our 

portfolio before we withdraw funds.  We could set a 4 to 5% target and only withdraw dollars 

after that has been met.  Of course, in a down market or with additional expenses, it could mean raising the AKOA dues to cover costs.  This should be further discussed at the next meeting.  Since our portfolio has dropped significantly, now would be a good time to make that decision.  If not inflation proofing, at the least, we should probably not withdraw any funds when the portfolio is down.             
I have not done a rebalance as the asset allocation is close to the 60/20/20 target, especially if you include the ERC bond fund with the cash allocation.  I will buy some SLV & GLD  or some PTM(Platinum ETF) to bring the precious metals up to 5%.  

I would hope that the AKOA could survive without withdrawing from the brokerage account in 2009.  I’ll see you in Kodiak.  Kevin Berg provided insight for this  report.

Submitted,


John Demske, CFG    4-29-09 
THE AKOA PORTFOLIO = $ 187,547.    as of 3/31/09 

1st # = 3/31/09 Return, Last # = Value in portfolio, as of  March 31, 2009 

CASH  $36,495. = 19.46 % of TOTAL PORTFOLIO
  
  - 0.15  Chinese Yuan      19,305.  @ EverBank

   +0.1.      U.S. Dollar          12,000.  @ Everbank

 +0.1  STGXX = Money Market (WF)     5190.    Currently yielding 0.26%

BONDS/BOND FUNDS   $46,511. = 24.8% OF TOTAL PORTFOLIO
 

Individual Bonds – 19,200. =  41.3 % of bond portfolio
  Toyota(matures 01/13), 5% coupon/yld.  15,000.

  GE Capital(matures 12/09), 5.448% yld.   4,000.

  TimberWest Convertibles(matures 02/14) 9% coupon   200.

Foreign – 9,142. = 19.7% of bond portfolio
 -4.1   BEGBX = American Century International Bond   4917.

 +6.5   FNMIX = Fidelity New Markets Income    4225.
 

U.S. = 18,169. = 39.1% of bond portfolio
  -0.3     U.S. Index   AGG  = iShare Lehman Aggregate(Bond Index)     4619. 

   Inflation - Proofed -
  +5.6   TIP =  iShares Lehman Inflation Proofed Index         4322.

Multi-Sector
  -0.1  LSBRX = Loomis Sayles Bond Fund      3319.

  +3.5  ERC = Evergreen Multi-Sector Fund    5909.

STOCKS/STOCK FUNDS = $104,541. = 55.74% of TOTAL PORTFOLIO
 

   -12.1  BRK.B = Berkshire Hathaway   11,280.   6.0% of total portfolio
 

Precious Metals   8,769.  4.7% of total portfolio
  +16.5  UNWPX = U.S. Global Investors World Precious Metals   4849.

  +5.9  GLD = SPDR Gold Trust    2257.

  +21.3  SLV = iShares Silver Trust  1663.

Medical/Pharma  13,468.   7.2% of total portfolio 
   +0.1  FSMEX = Fidelity Select Medical Equipment/Systems   2851.

  -11.9    PTH = PowerShares Dynamic HealthCare Index         2243.

  -2.3    BDX = Becton Dickson & Co.                       3062.

  -19.9    NVS = Novartis



3026.

  -18.2   PPDI = Pharmaceutical Product Development   2286.

 Real Estate  11,876.     6.3% of total portfolio
   -32.1    VGSIX = Vanguard U.S. REIT Index        1987.

  -15.5   FIREX = Fidelity International Real Estate      2973.

 TIMBER (subset of Real Estate)   6,916.(3.7% of total portfolio)

    -15.8     PCL = Plum Creek Timber     1735.

    +1.1    POPE = Pope Resources   1415.

    -10.8       PCH = Potlatch Corp.  1427.

    -1.6      RYN = Rayonier Inc.    1747.

    -18.0    TWTUF = TimberWest    464.

    +0.7   CLW =  Clearwater Paper Corp.  128.  spinoff from Potlatch

Nat'l Resources  16,671.  8.9% of total portfolio
   +15.0        BHP = BHP Billiton               3034.    

   +0.8       Global Resource Investments   10,322. 

   +17.0        CHK = Chesapeake Energy     1292.

   -22.3      COP = Conoco Phillips            2023.     

US Stocks/Funds   12,928.     6.9% of total portfolio 
  -17.2   TASCX  = Third Avenue Small Cap Value   4405.

  -7.6   JMCVX = Janus Perkins Mid Cap Value                 5723.

           FEXPX  = Fidelity Export & Multinational    0  Sold  Replaced w/ OAKBX

  -10.0   YUM = YUM Brands                                 2800. 

 

Foreign Stocks/Funds  18,881.    10.1% of total portfolio
  -9.4   TAVIX = Third Avenue International Value     4802.

  -3.2   FEMKX = Fidelity Emerging Market    3001.

  -11.3    UMBWX = UMB Scout Worldwide     1588.
  +2.1   TDF =  Templeton Dragon Fund    1919.

  -18.2   DEO = Diageo                       2295.

  -13.6    NSRGY = Nestles                2919.

  -16.4   UL = UniLever                  2357.

NEW 5 STAR FUNDS  10,668. 5.7% of total portfolio

  -6.0     OAKBX     5293.

  -16.7   CGMFX    5375.

======================================================

*** These values are from the Wells Fargo website as of 03/31/09 and from the 3/31/09 Everbank, Global Resources and CGM statements.   2009 1ST Quarter returns are from the Morningstar & Yahoo Finance web pages.

