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A Time to Reflect and Recommit

Dear Fellow Fools,

Two sell recommendations this month give me (David) pause to reflect. The
first, Satyam Computer Services (NYSE: SAY), is a sad and unforgettable
start to the new year for our members. On Jan. 7, Satyam announced that it had
defrauded its investors as its CEO systematically misstated financial results for
years. These crimes got by his board and his auditors, and they certainly got by
me. [ am very sorry that we ended up owning a stock that some are calling “the
Enron of India.”

That said, I don’t think it’s easy or even likely that investors like us can always
avoid fraud. Again, for years PricewaterhouseCoopers had signed off on Satyam’s
financial statements, which claimed about $1 billion in cash. I think the best and
most real lesson here is to stay diversified. T very much hope and trust that any
Stock Advisor members who are investing Foolishly will have kept ownership in
any individual stock — especially a loser (Satyam was already well down) — to
less than 5% of their portfolio. Whether it’s Krispy Kreme or Satyam or who
knows what else, this is just prudent portfolio management. In the meantime,
I pledge to be the best stock-picker I can be. In the present environment, that
means tending to stay closer to home and looking for dividends — hence this
month’s new selection: Fortune Brands (NYSE: FO).

Our second sale from my side of the scorecard, December 2008 pick Strayer
Education (Nasdaq: STRA), becomes the quickest exit in Stock Advisor his-
tory, shown the door only two months after it joined our ranks. Weeks after the
recommendation, CEO Robert Silberman sold 95% of his stake in his company
— such an astonishing percentage of his holdings that we have lost confidence
in the stock’s probability of beating the market. Indeed, the more we researched
Silberman (Morningstar’s CEO of the Year for 2007), the more skeptical we
became of his commitment to Strayer’s future.

It is highly ironic, given that we lost 95% on Satyam and (as of this writing)
actually made a 5% profit on Strayer, that I feel like I made a bigger mistake with
Strayer than Satyam. True, Silberman’s $30 million sell came weeks after our
recommendation, but the more due diligence we put in on Silberman after his
sale, the less palatable we found the situation. In this regard, I am recommitted
in the new year to working with my Team David analysts as we dig even deeper
into management for potential recommendations. Selling Strayer two months
after picking it tells me that I need to up my own game when it comes to deeper
research into the managers of our companies. We owe you more, and I regret the
“quick trade” that Strayer will represent on my side of the scorecard.

In the face of two sells, let’s remind ourselves of the great companies we continue
to hold and add to, like Marvel (NYSE: MVL) and Netflix (Nasdaq: NFLX) (both
in my personal portfolio). We know that these regular Best Buys Now contenders
have very able managers — and we’re looking for more like them. Fool on!
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National Instruments (Nasdaq: NATI)

Why Buy:
a beefed up field sales staff.
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NI provides researchers and engineers with time- and money-saving tools.

» NI continues to strengthen its earnings power with strong R&D efforts and

» Its top-notch management team allocates capital wisely and increases

» The sour economy is providing an exceptional buy-in point for the stock.

By Tom GARDNER WiTH REx MOORE

Headquarters: Austin, Texas
Website: www.ni.com
Recent Price: $21.37
Risk Level: Medium
Position in Industry: Disruptor
Market Cap*: $1,692
Cash/Debt*: $276/$0
Revenue (TTM/07/06)*: $823/$740/$660
Earnings (TTM/07/06)*: $111/$107/$73
Insider Ownership: 27.4%
Biggest Threat: ~ Recession overstays its welcome
The Team Says: NI time is the right time!
Data as of 1/14/09

1/09 *In millions.

As happens every month, my team helped me sift through
hundreds of stocks in our search for the best possible com-
pany to recommend to you. We found several interesting
candidates — including some that may join our scorecard
one day. But when the dust had cleared, Rex and I couldn’t
find any company more appealing than one already on our
scorecard: National Instruments (Nasdaq: NATTI).

The box on the next page breaks down the many ways
a re-recommendation can benefit your portfolio. With
technology innovator NI, I’'m re-upping because I believe
this company offers the best return possibilities from this
point forward, and I believe you should add to or start a
position today.

Forged by Fire

The past few months of economic distress have severely
tested all companies and their management teams. Some
wilted and disappeared as their business models broke
under the strain, while others chugged along and tried to
stay in one piece. The pain is not over by any means, so
we’re continuing to concentrate on solid companies that are
built to last — ones that may bend but not break and that
will emerge stronger than ever when the economy turns.

That’s why National Instruments, which we first rec-
ommended in our November 2008 issue, has once again
bubbled to the top of the list. Founder and CEO James
Truchard has assembled an all-star team that’s turned in
30 years of revenue growth in the firm’s 31-year history.
The business is well diversified, offering testing, design,
and automation hardware and software in nearly 40 coun-
tries. No customer accounts for more than 3% of revenue.
There’s not even a single industry that represents more
than 10% of the business.

But the real competitive advantage comes from NI’s
incredible focus on the R&D and customer relationships
that have made it the long-term force in this market. Those
partnerships have allowed its revenue growth to effectively
decouple from the gyrations of JPMorgan’s global manu-
facturing index known as the PMI — a benchmark that NI’s
own growth historically tracked closely. As the chart below
demonstrates, since the second quarter of 2007 the PMI fell
off a cliff — down about 30%. NI's revenue growth has
also tailed off, but it will likely drop only 1% in the fourth
quarter compared to the same time last year.

Truchard’s decision to significantly ramp up the R&D and
sales budgets in the past came at the expense of short-term
results, but the chart clearly shows us that NI is moving away

NI Takes on the World
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from low-margin commodity products and toward unique
items that give customers plenty of added value. Sales of
recently introduced products are strong, and orders over
$20,000 made a healthy climb in 2008 and even showed
positive growth in the fourth quarter. We greatly admire
managers like NI’s who stay focused on the long-term
interests of the business. It’s no coincidence that Truchard
still owns a sizable stake in the company (22%), and we’re
confident his interests are closely aligned with ours.

When the Going Gets Tough...

NI is certainly facing some challenges, though. Some
of its customers, particularly in the automotive and semi-
conductor industries, forced a little extra holiday time on
their employees and temporarily idled plants, which in turn
caused Truchard to lower fourth-quarter revenue guidance.
But the company’s strong balance sheet and profitability is
keeping it healthy during these hard times.

Some of its competitors aren’t as lucky and are losing
top-notch scientists and engineers. In a conference call the
same day he lowered guidance, Truchard remarked, “It is
actually amazing the last six to eight weeks the type of
talent that has come knocking on the door for NI to hire.”
And we’re thrilled to see the company is taking advantage
of the opportunity.

We are in complete agreement with Warren Buffett that
management’s most important function is the allocation
of its company’s capital. “It is the most important because
allocation of capital, over time, determines shareholder
value,” wrote Robert Hagstrom Jr. in The Warren Buffett
Way. “Deciding what to do with the company’s earnings —
reinvest in the business or return money to shareholders —
is, in Buffett’s mind, an exercise in logic and rationality.”

For its part, NI’s decisions over the past three decades
have placed it in the best position we could hope for in this
recession. While waiting for the economy to improve, it
continues to strengthen its R&D and sales staff, buy back
shares, and pay out a small dividend. We’re patient inves-
tors and know things don’t happen overnight, but we’re
also very excited about this company’s future.

NI’s stock price is down a bit from our original recom-
mendation. If you don’t already own shares and have at
least a five-year time frame, this is a wonderful opportunity
to open a position. If you already own shares or just want
more info on how a re-recommendation should fit into your
portfolio, read on! "

Why We Do It: Re-recs Explained

We’re often asked why we occasionally re-recom-
mend a stock rather than pick a new one. The answer
is quite simple: We believe it’s our mission to deliver
to you the two single best stock ideas we’ve found
each month — the ones we believe will make you the
most money (or, to be more precise, the most money
without incurring unacceptable levels of risk). We’d
be doing you a disservice if we went with a lesser
idea just because it was new.

That’s the “why.” Now on to the “how.” If you
don’t already own the re-recommendation, buy it.
If you own it, we have no problem with you buy-
ing more within limits. It’s smart for you to estab-
lish what you consider a “full position” size in your
portfolio. For example, you may decide no stock pur-
chase should make up more than 5% of your portfo-
lio, as David suggested. That’s a small enough size
that a total blowup of the company wouldn’t affect
your total portfolio too badly, but it’s big enough to
make a difference should it turn into a multibagger.

So if you already have a full position in our re-
recommendation, we don’t advise buying more un-
less you know the company well and have a lot of
faith in it. Instead, you should commit new money
to the other pick in the same issue as well as the
10 stocks on our current Best Buys Now list (see
page 7).

We’d also like to re-introduce the concept of
buying in “thirds” here. A perfectly acceptable and
conservative way of using this service is to buy one-
third of a full position for our new recommendations.
Follow the stock with us for a while, learn more,
and then add another third if you still like the story.
Should its price fall a bit or we re-recommend the
stock, you can still add another third. It’s a great way
to go slow, learn more about investing, and have fun
while doing it!

As always, if you have any questions, please drop
by our Ask the Stock Advisor Team discussion
board and ask away.
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You Asked for It: Change Is Good — or Not

After a two-month hiatus to accommodate our six-month
review issues, we’re back with You Asked for It — the space
where we let you, our loyal Stock Advisor members, choose
what we write about. This month, we’re looking at a topic that
garnered plenty of votes in our last poll: the biggest movers
in CAPS among all Stock Advisor recommendations.

Motley Fool CAPS is an incredible, free resource that rates
nearly every company out there that has at least a $100 mil-
lion market cap. Players simply pick whether a given stock
will outperform or underperform the S&P 500, and the better
the player performs, the more his or her rating is weighted in
the stock’s ranking. The numerical ratings you’ll see in the
chart below are simply percentiles: Thus, Priceline’s 31.80
ranking (out of 100) means it’s ranked higher than 31.7%
of all the stocks in the CAPS universe. The star rating is an
extension of that, with 5-star stocks being in the top 20%,
1-star stocks in the lowest 20%, and so on.

To compare our companies’ rankings to three months
ago, I pulled information from the CAPS database. Out of
82 Stock Advisor recommendations, here are the stocks that
moved the most, either up or down in the past three months:

SA Picks Oii\.l;s Rajt::f 2 Difference Stars
PSUN 27.11 4551 184 *xk
EXBD 79.27 89.45 10.2 (LA
PCLN 23.72 31.80 8.1 **
PCP 83.58 90.25 6.7 (A A
SEIC 76.68 83.14 6.5 *kkx
SAY 88.05 70.46 -17.6 *Ex
VALU 88.44 69.70 -18.7 AL
PETM 68.84 49.39 -19.5 *kk
AXYS 80.07 60.58 -195 AL
BWA 71.02 47.07 -24.0 AL

The first thing that pops out: Pacific Sunwear (Nasdag:
PSUN) is the biggest upside mover, yet Tom and his team
are recommending its sale this month (page 8). What gives?
In this case, we’re looking past the upswing at two things.
The first is that even with the 18-point rating increase, the
stock only bumped up to a 3-star rating, which is just plain
average on the CAPS five-star scale. The second factor is
that because of the stock’s 90% drop-off, the rating may
reflect a few value investors coming over to the bull side.
As Tom mentions in his sell report, however, we believe
this may be more of a value trap than a value.

Corporate Executive Board’s (Nasdaq: EXBD) rating
is hovering right around the line between 4 and 5 stars. In
the past six months, its star rating has jumped up or down
no fewer than five times, perhaps reflecting our CAPS

players’ wavering thoughts on the economy. Priceline’s
(Nasdaq: PCLN) bullish sentiment improved over the past
three months, though it still only musters a two-star ranking.
David’s more bullish than the CAPS community, however,
rating it a Buy in last month’s review.

Precision Castparts (NYSE: PCP) and SEI Investments
(Nasdaq: SEIC) round out the top five upside movers, and
we’re bullish on their futures as well.

Moving on to the biggest downside movers, BorgWarner
(NYSE: BWA) took the biggest hit over the past three
months. That’s not a huge surprise, since so many inves-
tors perceive that its fortunes are closely tied to the big
automakers. Yet Tom remains bullish on the Borg, which is
more than your typical auto-parts company. Its powertrain
components are critical for fuel efficiency, and its overseas
sales are picking up nicely. These trends fit perfectly with
a solid valuation.

Both PetSmart (Nasdaq: PETM) and Axsys Technologies
(Nasdaq: AXYS) have fallen significantly in the collective
mind of the CAPS players, but David still rates them both
a Buy. Value Line (Nasdaq: VALU), on the other hand, re-
mains in David’s holding pen because of inept management.

Finally, we can see that the CAPS community had turned
decidedly bearish on Satyam Computer Services (NYSE:
SAY) even before the news broke about management fraud
(see our sell report on page 8). Since we compiled the rank-
ings, Satyam has fallen even further, down to 36.48 — a
2-star rating.

Looking Ahead

It’s time for you to choose next month’s topic!

1. Log on to stockadvisor.fool.com and look for voting
details in the Ballot Box feature on the home page.

2. From the Ballot Box, click over to the SA Community
Page discussion board and look for the post titled “March
2009 Vote.”

3. Cast your vote by Jan. 30. This month’s choices:

Candidate No. 1: What are the best ways to evaluate a
company’s management?

Candidate No. 2: Which company would the Gardner
brothers short from the other’s side of the scorecard?

Candidate No. 3: Which companies on the scorecard will
be most affected by the government bailouts?

Have a suggestion for a future topic? We want to hear
from you! Log on and cast your vote today.
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Best Buys Now Insights

My top three picks here

David’s List should come as no surprise,
Company Recent Share Price as they were also the top
Marvel (MVL) $2906 three inmy six-month review
Act Blizzard (ATV)  §9.16 | sSue last month. Rouding
out the list are two cash-rich

Apple (AAPL) 38771 | small caps that we don’t
Omniture (OMTR)  $10.18 | think are getting a fair shake
InterDigital IDCC) ~ $27.09 = from the market and could
T offer serious rewards for

more risk-tolerant investors.

Let’s start with Web analytics whiz Omniture (Nasdaqg:
OMTR), whose services offer the biggest bang for the cor-
porate buck. Knowing exactly what your online customers
want and which services are adding the most value to your
business isn’t just prudent, it’s crucial — and even more so
in a downturn, when holding on to customers and grabbing
market share from competitors is a top priority. Omniture
has yet to earn a profit, but this masks the fact that the
company is positive on a cash basis, raking in nearly
$16 million in free cash flow over the past 12 months. I
expect that number to take off once the economy regains
its footing and more companies begin to realize Omniture’s
tremendous value proposition.

I think the market has just missed the boat on wireless
technology licensor InterDigital (Nasdaq: IDCC). Sure, the
stock price sits just under its 52-week high (in this market,
that’s saying something), but it’s barely budged since the
one-day surge after the wireless technology licensor reached
what promises to be an incredibly lucrative settlement with
handset-maker Samsung. Expect InterDigital’s $188 mil-
lion cash store to get even greener in the years to come.

The theme for my best
buys this month is moats:
those wonderful competi-
tive advantages that give
our businesses a leg up on
the competition.

Linear

Tom’s List

Company Recent Share Price
LinearTech. (LLTC)  $22.60
Prec. Castparts (PCP) $56.00
Morningstar (MORN) $35.86

Technology

Nat’l Oilwell (NOV)  $26.46 (Nasdaq: LLTC) competes
Cintas (CTAS) $23.26 | only in the feature-rich,
Dataasof 1/14/09 =~ high-margin fringe of the

analog integrated-circuit
market. This area has relatively few customers and sales, so
rivals are hesitant to enter. This allows our circuit maker to
achieve 33% net margins.

Precision Castparts’ (NYSE: PCP) advantage is pretty
simple: The high-performance jet engine parts and other
products it makes are so incredibly complex that few, if any,
other companies can make them. The market for engines,
turbines, and other critical components will keep growing,
and Precision will reap the rewards.

Our other best buys have advantages of their own. Cintas
(Nasdaq: CTAS), with 800,000 clients and 8,400 local
delivery routes, has an unrivaled distribution network that
brings in crisp returns. National Oilwell Varco (NYSE:
NOV) has the widest reach of any oilfield parts and rig
supplier — not to mention it’s a one-stop shop for anyone
with drilling needs. And Morningstar’s (Nasdaqg: MORN)
database, brand, and rating system give it strong competitive
advantages in the financial industry.

Besides the moats, these great companies have one other
thing in common: They’re all selling at good prices. +

The Motley Fool owns shares of Morningstar.

Sidelined Stocks: VALU, CCRT, and HWAY — Plus, BIIB Gets Back in the Game

These stocks from our scorecard offer the least compel-
ling opportunities for new money this month. We are not
selling our positions, but we do not recommend starting
or adding to these companies today. Biogen is the excep-
tion, coming off the bench this month.

Biogen (Nasdaq: BIIB) is moving off the sidelines. The
large-cap biotech nabbed a buy rating in David’s six-month
review issue thanks to its relatively strong position in the
industry. Biogen is a buy once again.

On the other side of the spectrum, Value Line’s (Nasdaq:

VALU) ham-fisted management is keeping shareholder
value under lock and key. The nice dividend is the com-
pany’s only virtue until there’s a change at the top. You’ll
find better value elsewhere.

CompuCredit (Nasdaq: CCRT) and Healthways
(Nasdaq: HWAY), two of Tom’s sidelined stocks from
last time around, are still on the “stay away” list. Although
each of them have had some encouraging news recently,
we don’t think it’s time yet to add to your positions (or start
anew one). Stick to our Best Buys Now. "
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Sell Recommendations: SAY, STRA, PSUN, and GPS

David'’s Sells

For those who didn’t get a chance to read our special
update or follow along on the discussion boards, here’s a
quick recap of the events that forced our Jan. 7 sell recom-
mendation of Indian outsourcer Satyam (NYSE: SAY).

It began three weeks earlier with management’s suspi-
cious decision to invest a whopping $1.6 billion (its entire
cash hoard and then some) to acquire real estate and con-
struction businesses part-owned and managed by Satyam’s
founders. Shortly after that, the World Bank abruptly
barred Satyam from doing business with the bank over im-
proper contract dealings. Four independent directors then
resigned from the company’s board, and the Securities and
Exchange Board of India opened an investigation.

At that point, our faith in Satyam’s management and
future was completely undermined, and I labeled the
stock a hold pending a company report on Jan. 10. Then,
on Jan. 7, we learned of the massive fraud — perpetrated
by the company’s founder and chairman, Ramalinga
Raju — that suddenly fictionalized years of revenue and
profits and more than $1 billion of cash on the company’s
books. The admission cost Satyam’s shareholders nearly
their entire investment.

I regret not reacting more quickly to the serious red
flags that were raised beginning in mid-December. There
are plenty of lessons all of us can learn from the Satyam
experience, butthe need for a properly diversified portfolio
probably trumps them all. For some excellent discussions
and debates surrounding what some are calling India’s
Enron, please visit our Satyam discussion board online.

Unlike Satyam, my second sell decision this month
might raise some eyebrows. After all, I recommended
Strayer Education (Nasdaq: STRA) just two months ago.
But CEO Robert Silberman’s selloff of 95% of his stake
in the company — $30 million at a price just below the
stock’s all-time high — only two weeks after my recom-
mendation came as a shock. He didn’t want to talk with us
about it after the fact — not a good sign.

This flies in the face of my previous perception of
Silberman, who was selected as Morningstar’s 2007 CEO
of the Year and comes across as a shareholder-minded
steward in his annual letters. Yet last month’s nearly
complete liquidation of his ownership showed an all-too
familiar pattern for Silberman. Including last month’s
sale, he’s earned nearly $84 million in compensation and
stock sales but demonstrated nothing more than transitory
ownership in the company since assuming the CEO role

in 2001. Without an explanation, I’m left with the feeling
that Silberman sees few prospects for Strayer’s stock. In
this case, his silence is deafening. Strayer is a sell.

Tom'’s Sells

I’ve put two underperforming retailers on the sale rack
this month. First up is Pacific Sunwear (Nasdaq: PSUN),
the surf-wear retailer that was on the vanguard of the ex-
plosion in extreme sports among America’s youth. When
I picked it, PacSun was thriving under Seth Johnson, a
12-year veteran of Abercrombie & Fitch (NYSE: ANF).
A solid balance sheet was the white cap on a huge wave.

But that wave was cresting. Soon after my recom-
mendation, Johnson stepped aside for “personal reasons”
as declining same-store sales kicked in. New CEO Sally
Kasaks has made some smart moves (like closing the
money-losing d.e.m.o. and One Thousand Steps stores),
but at this point the tide is mostly moving against PacSun.
We’ve made repeated attempts to talk with Kasaks about
her turnaround plans, but the company won’t even
answer our emails. I’'m looking for a partner as the CEO
of my companies, and this lack of openness is telling. For
long-term investors, it’s time to take our lumps and jump
ship for warmer waters. PacSun is a sell.

Nextupis Gap (NYSE: GPS), thaticonic San Francisco-
based clothier dating back to 1969. I tapped the company
in April 2004, excited about newly appointed CEO Paul
Pressler’s opportunities to turn Gap back into the retailing
force it had been years before. But after a few struggling
seasons and continued underperformance, including the
opening and quick shuttering of its Forth & Towne chain,
the founding Fisher family showed Pressler the door in
early 2007. New CEO Glenn Murphy brings another shot
of adrenaline, but his cost-cutting and inventory manage-
ment haven’t been enough to jump-start the core business.
Comparable-store sales have continued their freefall,
including in December when they fell 14%. Adding salt to
the wound was a cut in earnings guidance for the year.

Unfortunately, this has been all too common for Gap
shareholders over the years. Murphy is doing what he can
on the operating side, but I no longer see the opportunity
I once did. Retail is more competitive than ever, and Gap
has disappointed on the merchandising front for years.
This may improve; it may not. But I’'m through waiting
— Gap is a sell. We can put our money to better use by
turning to our Best Buys Now. "

The Motley Fool owns shares of Morningstar.
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Fool’s Tools: Back to the Future

Taking a cue from Marty McFly, we’ve set our Foolish
time machine back six years to January 2003. The S&P 500
index was sitting right around 900, having at one point lost
nearly half of its value thanks to the dot-com bust, the 9/11
terrorist attacks, and the first economic recession in more
than a decade. These were tough times for millions of inves-
tors who had been sucked into the momentous tech-driven
bull market of the late *90s, only to see their dreams of huge
investment returns and early retirements make a U-turn.

Stock Advisor was less than a year old then and not exactly
winning a lot of plaudits, at least on the investing side of the
ledger. Thumbing through the February 2003 issue, you would
notice that David’s first-ever Stock Advisor recommendation,
Charles Schwab (Nasdaq: SCHW), was down 26%. Tom’s
second recommendation, Costco (Nasdaq: COST), had lost
22%. And David’s recommendation of Activision Blizzard
(Nasdaq: ATVI) had been punished to the tune of 44%.

Those were humbling times for our fledgling newsletter,
but our fortunes turned quickly. Activision would go on to be
a 10-bagger at its peak. Charles Schwab and Costco became
winning picks that trounced the returns of the market.
Recommendations like Marvel (NYSE: MVL) and Quality
Systems (Nasdaq: QSII) became multibaggers. Investors
who followed Tom’s and David’s advice and put money
in the market, despite all of the bad news and widespread
disenchantment over stocks, did extremely well.

History as a Tool

To find out what can we learn from the past, let’s flash
forward to today. The bursting of the housing bubble and the
ensuing credit crunch and economic collapse have clobbered
the market once again. Many of our Stock Advisor picks over
the past 12 months have performed miserably. After losing
as much as half its value, the S&P 500 index today sits right
around, well, 900. Sound familiar?

True, the economy is in worse shape now than it was in
2003 (and could get even uglier), but let history be your guide.
Even when you include the market’s historic 37% plunge in
2008, the stock market has returned close to 11% per year
since 1950 — about where its historical return was right
before the start of 2003, when Tom and David observed:

“... And that’s over four decades that witnessed
two bear markets during which the total market fell
more than 40%. Not to mention the assassination of
a president, the impeachment of another, a grueling
war in Southeast Asia, a missile crisis, an oil crisis,
and now the steady threat of terrorist attack. Through
it all, the market — perhaps the greatest manifesta-
tion of our individual freedom — has been resilient,

doubling investors’ money on average every seven
years. It will do so again.”

Well, you can throw in more wars, another oil crisis, a
once-in-a-lifetime hurricane disaster, the Red Sox winning
the World Series, and, yes, another bear market that caused the
stock market to lose more than 40% of its value. Yet the stock
market is still here, chugging along at its historical 11%-per-
year clip — and we’re still here, too. History beckons us to
be buyers in times like this.

Here’s How to Get a Fresh Start

We can’t promise a repeat of the success of our first 12
months of recommendations, but you can bet that’s what
we’re aiming for. Here are a few ways Stock Advisor can
give your portfolio a fresh start in 2009.

Six-month review issues. Our previous two issues
featured Tom’s and David’s comprehensive reviews of all
of their picks, including their top places for new money
plus a few companies that they thought deserved to be sold
(American Eagle, Garmin, and Royal Caribbean). Use the
handy removable scorecards from those issues as your cheat
sheets for the year ahead. Consider selling the stocks they’ve
recommended letting go of and instead rotating some cash
into their best ideas.

Best Buys Now (page 7). If you’re building a portfolio
from scratch or looking for new ideas, this is the place to
start. David and Tom update these lists each month in an
effort to give you their best ideas for new money. If you don’t
already own them, consider adding a few to your portfolio.

Diversification. Remember, not every recommendation is
going to turn out as well as Activision, Marvel, and Quality
Systems have. After all, our first 12 months also featured
several underperformers. Be willing to own at least seven
stocks, and practice dollar-cost averaging your way into new
ideas. If there’s one thing we can be certain about in 2009,
it’s that the tremendous volatility we’ve seen over the past 18
months is bound to continue. By investing regular amounts
on a predetermined schedule, you’ll help smooth out your
cost basis and avoid trying to time the market.

The Future Is Now

History is an important tool in our investing war chest. It
lends perspective on the tremendous difficulties we’re facing
right now. It looks past all those dire forecasts that permeate
financial TV shows and newsprint. Most important, history
helps us overcome our fears and be rational, unemotional,
and confident investors. So here’s to 2009 and your chance
to make — er, repeat — investing history. "

The Motley Fool owns shares of American Eagle.
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SCORECARD

AVERAGE RETURNS MOST RECENT RECOMMENDATIONS

Tom’s Return

S&P 500

-25% -20% -15% -10%
Since inception, includes sold positions.

24.4% A

-5% 0% 5%

Details on all recommendations available at stockadvisor.fool.com

A David's Return

-0.4% A

10%

10.2%

Ticker
FO

MVL

STRA

SCHW

DAVID'S
Issue  Company
» 2/09 Fortune Brands
» 1/09 Marvel
» 12/08 Strayer Education
» 11/08 Charles Schwab
» 10/08 Activision Blizzard ATVI
0,
15% » 9/08 Titanium Metals

TIE

P @ X @ P

TOM’S

Company Ticker
Nat'l Instruments NATI
Cintas CTAS

MSC Industrial Direct MSM

Nat'l Instruments NATI
Nat’l Oilwell Varco Nov
Precision Castparts  PCP

TOP 5 PERFORMERS
A
736.7%

Marvel (MVL)*
Issue 7/02 — David

BAGGERS & LAGGERS

BOTTOM 5 PERFORMERS

v

(94.5%)

Pacific Sunwear (PSUN)
Issue 1/06 — Tom

BEST BUYS NOW

DAVID’S
Company
1. Marvel*

2. Activision Blizzard*

A

708.8%
Quality Systems (QSII)*
Issue 4/03 — Tom

v

(82.8%)
CompuCredit (CCRT)
Issue 2/07 — Tom

3. Apple*

4. Omniture

5. InterDigital

A

412.8%

Activision Blizzard (ATVI)*
Issue 3/03 — David

v

(79.4%)

Whole Foods (WFMI)*
Issue 9/05 — David

TOM’'S

A
236.1%

Amazon.com (AMZN)
Issue 10/02 — David

A

202.2%
GameStop (GME)*
Issue 10/04 — David

performance to date.

v

(75.1%)

Coventry Health (CVH)*
Issue 7/03 — Tom

Company

-

Linear Technology*

2. Precision Castparts*

v

(73.7%)
Starbucks (SBUX)
Issue 3/06 — David

Excluding sold positions. *QSII was also recommended in the 3/03 and the 12/05 issues; GME
was also recommended in the 1/06 issue; MVL was also recommended in the 12/02, 9/04, and
1/09issues; ATVI was also recommended in the 9/02 and 10/08 issues; WFMI was also recom-
mended in the 3/08 issue; CVH was also recommended in the 6/03, 12/04, and 5/06 issues. This
is not an endorsement to buy any of these stocks. It is simply a snapshot of our companies’

. Morningstar**

i A~ W

. Cintas

. National Oilwell Varco*

Ticker
MVL

ATVI

AAPL

OMTR

IDCC

Ticker
LLTC

CTAS

Recent Share Price

$29.06
$9.16

$87.71
$10.18

$27.09

Recent Share Price

$22.60
$56.00
$35.86
$26.46
$23.26

Motley Fool owns shares.

The recommendations in our current issue represent our two best investment ideas this
month. But to give you a broader range of options, we've also ranked the best opportu-
nities for new money from among all our past selections. * David owns shares. ** The

54 lagging
the market

Excludes sold positions.

RECOMMENDATION REPORT CARD

63 beating
the market

APPLE WATCH 2009

or @ BI,(_)Q(;AS Printed on Rolland Enviro100.

Apple (Nasdag: AAPL) CEO Steve Jobs announced on
Jan. 14 that he will take an extended leave of absence as
a result of his ongoing medical concerns. Though this is
troubling news, David and the team don't believe it alters
Apple’s status as a Best Buy. If anything, the resulting hit
to the stock has made Apple even more of a bargain for
long-term investors. We hope Mr. Jobs has a full recovery
and get backs to leading Apple’s creative forces as soon as
possible. Keep an eye on our weekly updates and online
discussion boards for more company news.

All scorecard data as of market close 1/14/09

10  Motley Fool Stock Advisor

February 2009

stockadvisor.fool.com




