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Every year Barron’s gathers their round table speakers to share some of their knowledge on markets, stock 

picks, investment opportunities, and overall market sentiment. This year offered a breadth of insight from: Felix 

Zulauf, Scott Black, Ross Margolies, William Priest, David Kelly, Oscar Schafer, Scott Minerd, Meryl Witmer, and 

Marc Faber.   We have summarized below the wisdom that was shared at the Conference and our team’s opinions. 

 

Felix Zulauf - Founding Partner, Zulauf Asset Management 

 

Mr. Zulauf is optimistic on treasury bonds prices through year end.  He is extremely bullish in 2015 for 

prices of government bonds. He describes the US economy as currently the strongest in the world. In 2015, the 

market leaders will not be cyclical stocks, but rather healthcare, biotech, and possible transportation. Overall, the 

strong growth in 2015 will end with a “nasty decline” in 2016. 

 

Zulauf stated, “Europe is trapped in a deflationary jacket… It is a mess to say the least. And I am sorry to 

say so because I am European.” Though the stress tests did bring attention to some weaker banks, those banks did 

improve. Overall the banking industry is not the problem, as long as there is no real deflation. However, if they did a 

stress test on real deflation, then another 25 banks would have failed. He believes that early next year a new fiscal 

program to help jump start the economies in Europe. If implemented properly, it will be more infrastructure 

investment-heavy, as the government tends to spend money on the wrong things. In the near future, Zulauf 

recommends non-cyclical European stocks such as Novartis and Sanofi. 

 

Emerging markets are expected to perform worse than the US due to structural issues and overinvestment 

in exporting countries. Zulauf states that Brazil should raise interest rates, leading to a recession. For this reason, it is 

not favorable at this moment. In contrast, he believes that Asia, specifically Singapore will perform better than most 

emerging markets. With oil just over $80, Venezuela will suffer more than Russia, which may lead to a revolution 

there. However, at its current price, oil is bound to bounce back. China is the “big question mark” with 

overestimated growth. The Chinese Yuan will lose value over the next two years, and because it is the largest 

exporter in the world, its lower resulting prices will hurt other world economies.   

 

 In our view, emerging markets will always have structural issues impeding its growth. Every country does 

have its own natural level of geopolitical risk. We believe that Singapore, as well as Mexico will be one of the top 

performing emerging markets in the next decade with less-than-average risk.  

 

Scott Black - Founder, Delphi Management 

 

Mr. Black believes that the US stock market is currently fully valued and healthy, with limited upside. 

Consumer and industrial demand are healthy, along with the housing market. Job markets have been improving, but 

people are not making as much as they used to. Nonetheless, Mr. Black favors the US over European markets. In 

contrast, China’s growth is slowing, but he cites this as “not necessarily a bad thing,” as China’s past growth rate 

was not sustainable. 

 

The geopolitical effects on energy have created some favorable industries as low gas prices have affected 

consumer demand. However, airlines still show weakness as they have trouble generating cash. Overall he predicts 

oil prices stabilizing at around $85, affecting the performance of many companies. Mr. Black is bullish on Skyworks 

Solutions, Synnex, Abraxas Petroleum and Israeli technology companies. Being a collector of art, he says it is too 

late to build your collection of Monet’s and it is harder to invest in the market.  

 

 We believe, Mr. Black is spot-on in his analysis. We are not believers in technical analysis, as Mr. Black, 

however many industries have reached full valuation, if not surpassing it. We believe that the rise in interest rates 

that we expect in the near future, will translate into additional market volatility. This is likely to scare off many 

investors and stimulate demand in the fixed income markets.  



 

Ross Margolies - Founder and Portfolio Manager, Stelliam Investment Management LP 

 

Globally speaking, Ross Margolies is a long-only investor who currently prefers domestic opportunities.  

He believes Europe will be in a recession and that growth in Asia is decelerating.  The US is the “cleanest shirt in all 

the dirty laundry.”  He believes interest rates will rise in the next 3-6 months as the Federal Reserve winds down 

QE.  He also believes that if the dollar rises, US goods will be less competitive in the global market - which could be 

problematic for firms with a large percentage of revenues outside of the United States. 

 

Specifically, Margolies was a fan of airlines, as he noted that the fundamental business model of the 

industry was changing.  While airlines used to strive for market share, they are now aiming to increase load factor.  

This should help the industry improve profitability from a secular standpoint.  Airlines are also minimizing CASM 

ex. Fuel (Costs per Adjusted Seat Mile).  Margolies likes Delta Airlines (DAL) as they have $14 Billion of historic 

NOLs and a solid strategy to attack the Seattle market.  He also likes Republic Airlines (RJET) as they contract to 

fewer, but larger planes (76 seats a plane).  This will help improve load factors.  Republic Airlines will also buy 

back stock going forward, which serves as another catalyst for the stock.   

 

Margolies was also a fan of Intel (the chip manufacturer) arguing that as Moore’s Law advances, Intel’s 

manufacturing advantage should allow it to trade at a premium, and not a discount as it currently trades. 

 

 We think it is very interesting that Margolies sees the airline industry fundamentally changing.  

Historically, many fundamental investors have despised the airline industry, i.e. Warren Buffett.  The shift from a 

race for market share to a race to increase load factors seems well reasoned, and a secular turning point for airlines.   

 

Bill Priest- CEO/Co-CIO, Epoch Investment Partners 

 

Bill Priest remained relatively bullish on equity markets as he believed that even in the low growth world 

that we live in today, that margins can continue to be bolstered through increased efficiencies through the use of 

technology and globalization. Within the global marketplace he believes that the United States was far and away the 

best market to be in as it was one of the only countries with any growth and the United States Dollar will continue to 

strengthen as other economies in Europe and Asia weaken. He believes that Europe and Japan will both have to 

undergo Quantitative Easing in order to get their economies growing again and this process will push capital into the 

United States market. 

 

He was particularly bullish on CVS as he believes their new initiatives of “Doc in a box” and eliminating 

tobacco will be long term growth factors. Fundamentally, he likes their high payout ratio and low double digit 

growth. While the stock is somewhat pricey, he believes that they have a fantastic business model and will continue 

to aggressively grow. He was also bullish on Boeing, stating that too many investors were looking at their decrease 

in backlog and slightly lower earnings as negative signs, rather than looking at the companies’ strong Free Cash 

Flow and its willingness to return that money to shareholders. Similarly was bullish on French aircraft manufacturer 

Safran (SAF) who he believes has extremely strong free cash flow potential and is one of a few companies in 

Europe who are still attractive investments. Another European company that got a positive recommendation was 

Vodafone who Bill believes will eventually be acquired even after the AT&T deal fell through and that investors are 

being paid a healthy dividend to wait for the inevitable acquisition by some other corporation to happen.  

 

 

Priest had many idiosyncratic, fundamental reasons for picking individual stocks.  He had also written 

down a series of metrics and calculations to walk through out loud, which did an effective job of clarifying his 

thought process.  Priest also had an interesting viewpoint when he discussed worldwide QE in Europe and Japan, 

thus potentially pushing capital into the US.   

 

Thomas Luddy - Chief Global Strategist and Head of the Global Market Insights, J.P. Morgan 

 

 Mr. Thomas Luddy was clear to point out that one should be cautious – but not hesitant- to invest in the 

markets. He believes that corrections should be taken advantage of and that investors should base their decisions 

from historical information that signaled the coming of a recession. Mr. Luddy defined the 2½ -3 years after the first 



federal correction rate, a correction in unemployment claims, changes in the investing yield curves, and the presence 

of an overall high yield market to be the top indicators of a recession. Although he refused to predict the date for 

which the federal funds rate would change, he hinted that sometime in the middle of next year is a good guess. He 

doesn’t believe that the real economy has been affected by the overvaluations and corrections that have been seen in 

the financial markets quite yet and for that reason, he thinks that the economy will first slow down, and then pick up 

at a later date. He believes that based on this information, an overall market downturn will occur in 2018. 

 

 Mr. Luddy did not recommend any individual companies, however, similar to many investors, he believes 

the equity market is overvalued. However, he submitted a few exceptions, he believes that the housing, financials, 

airline and auto industries are undervalued.   

  

 We believe that Mr. Luddy’s analysis on the general market is spot on.  For now, the market is saturated 

with overvalued stocks.  We believe that the rise of interest rates will result into the additional volatility that will 

cause for a much needed price correction.  

 

 

Oscar Schafer- Managing Partner, O.S.S. Capital Management 

 

 Mr. Schafer is a fundamental stock picker who wanted to prove two points during his presentation. First, 

the market has become complacent but that there are still many hidden opportunities. Second, success comes from 

taking long positions. Shorting a stock is too risky and is ineffective. For now, the US is the best place to invest.  

Mr. Schafer listed several stocks that he recommended and then dove into explaining the rationale for a few. Most of 

the companies were turnarounds or undervalued stocks that are currently adopting new projects that will offer 

massive profits in return. His list comprised of the following:  Barry Plastics, Nice Systems, Covanta, ANI 

Pharmaceuticals , Northgate, Albany, Bioscript, Make Belief Foods, Oreclub, SolarCity (The solar business in 

general), and TEVA. He also commented on the booming consumer market and on the huge impact that falling oil 

prices will have on consumer spending. 

 

Mr. Schafer is a fan of Barry Plastics (BRY), a packaging and disposable dinnerware company, because it 

generates a great deal of free cash flow yield of $25 with $5B in sales, has a 9x EBITDA, and is currently in the 

final stages of introducing a new biodegradable disposable cup where it can earn a massive competitive advantage 

from its peers. Dunkin Donuts is currently testing the disposable cup in some of its stores and if successful, 

Starbucks, McDonalds and many other eateries. 

 

He also recommended Nice Systems (NICE), an Israeli software company, which has doubled its revenue 

after appointing a new CEO. Mr. Schafer believes this is a great opportunity because although the revenues have 

doubled, the margins are still lagging behind (18% vs. competitors 23%) and should improve.  

 

 

 

 

 

 Overall, we are in consensus with Mr. Schafer’s presentation because he attempted to re-focus the 

audience’s standards for investing. Investing should not be looked at as a game and for that reason, Mr. Schafer 

disagrees with shorting any asset class- particularly bonds. For now, we think that investing in BRY is still a little 

risky seeing that we are betting on the success of their new disposable cup project. Personally, we would hold off on 

buying any BRY stock until we are sure that the product breaks through the market or until Dunkin Donuts makes 

another order for this product.  

 

Scott Minerd- Chairman of Investments and Global Chief Investment Officer, Guggenheim 

 

Minerd says that there are two things currently driving monetary policy: (1) Yellen’s preoccupation on the 

unemployment rate is complicated because the world does not know what full employment may have structurally 

changed to, and (2) the 2% is the target rate of inflation, but will probably move closer to 1%.  With less people in 

the labor force, overall demand may be tough to keep at high levels.  Minerd also commented that defaults only rise 

after credit spreads increase, and the longer the US has low rates, credit spreads will tighten.  Once rates rise, if the 



economy has not reached “escape velocity,” there could be a problem.  Minerd is slightly more bearish on Europe.  

There is potential for ECB QE, as well as negative inflation in Europe - these are things to be concerned with.    

 

With respect to investing recommendations, Minerd commented that Treasuries are most overvalued, corporates are 

fairly valued, bank loans are cheap, and municipals are on their way to being overvalued - but not there yet. Minerd 

recommends low duration funds and bank loans.  With respect to the rising dollar, Minerd believes multinationals 

will be negatively impacted.  Large corporations with overseas revenue exposure are very vulnerable.  Minerd also 

recommends hedging with gold if investors are concerned with Europe.  Any meltdown across the pond could be 

disastrous, and gold is the cheapest hedge for this event. 

 

We especially liked Scott Minerd’s breakdown of fixed income relative value.  Bank loans may prove to be 

especially cheap given the nature of the product.  Municipals however may not be as cheap as advertised.  Many 

investment banks have come out with research arguing the opposite, so it will likely be tough for investors to 

effectively prove the value in the municipal markets for the rest of the year. 

 

Meryl Witmer - General Partner, Eagle Capital Partners 

 

Ms. Witmer is a Capital Allocator who believes that for now, in the short term, stocks are going to do 

generally well. She believes that the low prices of oil and agricultural products –specifically corn- are going to 

stimulate and help the US and world economy because they leave the public with more money to spend on consumer 

goods. Like most other investors, she believes that there is going to be an economic slowdown or correction but sees 

this as a great opportunity as she said, “When the market drops, that’s when it gets exciting.” She is currently 

bullish on companies like 77 Enterprises (SSC) that depend on oil prices and believe that it can go from the current 

price of $14 up to $25-$35, even $50 once oil conditions improve. She also introduced the idea of lowering US taxes 

from 35% to 25% and saw this as something that is very likely, as both the democrats and republicans do not seem 

opposed to this. By lowering taxes, she used historical trends to show how corporations would be able to use this 

new 10% of cash flows to generate an average 15% of more returns. 

 

 Ms. Witmer was a fan of Graphic Packaging (GPK), a container manufacturing company that is very 

similar to PKG- a stock that she has always been particularly bullish on. She likes Graphic Packaging because it is 

very vertically integrated, holds 55% of the market share (and 33% of the recycled container market), and has the 

lowest cost mills in the country. Financially, it has the next 2 years of taxes covered from carry forward that amount 

to $9M and currently has a 3.7B market cap, which is believed to be trading at 20B in 5 years. 

 

 

Ms. Witmer values the quality of management and changes within a company almost as highly as she does 

on its earnings. She was also bullish on Navigator Holdings (NAV), a liquefied gas carrier that has recently adopted 

a new fleet of ships that can transport Ethane that can provide to Europe’s growing demand, which should drive 

their current EPS of $1.63 up to 11-12 times that multiple. Supercom (SPCB) is also a company that she is 

particularly bullish on due to changes in management. She described the company as “problem solvers” as their 

main line of business is to make custom IDs and target to serve the Governments of developing countries. There is 

great promise seeing that they are currently working on a new deal with governments in Africa where they will 

facilitate money transfers at cheaper costs, and enjoy big commission from it.  

 

We believed that Ms. Witmer’s presentation was interesting because it focused more on the actions and 

management teams of companies rather than on the hard numbers. Her cases for NAV and SPCB were more on the 

vague side and for that reason, I don’t think it would a good investment at this time until we analyze the financial 

reports.  Ms. Witmer made her presentation easy to follow and catered to the global macroeconomic trends. 

 

Marc Faber - Managing Director, Marc Faber Ltd. 

 

Marc Faber had a relatively negative outlook on markets as a whole, especially within the spectrum of 

international debt. He could not think of any possible reasoning for Spanish and Japanese debt trading at premiums 

to what he perceived as significantly more stable US Treasuries. He believes that we have been in a very long bull 

market since 2011 and that the market has become close to fully values as growth is flat or negative in almost all 

major economies outside of the United States. He believes that the slowdown in China has sprawling negative 



effects especially within Africa as demand for commodities has decreased and a negative effect on US and European 

Multinationals who were depending on strong growth in China and throughout Asia for the foreseeable future.  

 

Within the international equity markets, he particularly liked exposure to India who he sees having 30% 

growth in real dollar terms. Particularly, he likes the India Capital Fund. He also spoke highly of several other Asian 

companies including Macau Casino’s such as Las Vegas Sands. Macau remains a gambling destination for Chinese. 

Japanese, and Korean citizens. Additionally, he recommended China Life for their growth prospects as currently 

Life Insurance is held by a very small percentage of Chinese but he expects that number to grow dramatically and 

Chinese Life is well positioned to take advantage of the growing market. He also liked Bank of China as a dividend 

play as they are currently trading at a dividend yield of ~6%. His response to fears that the bank is on the brink of 

bankruptcy is that all of the banks of the world are bankrupt and that the government will not allow them to fail. In 

speaking about commodities, he warned investors about drawing comparisons between commodity pairings such as 

Soybeans/Corn vs. Gold/Silver. He argued that a comparison cannot be made as Corn/Soybean is more of a function 

of true supply and demand and Gold/Silver is more used as a market based hedge.  

 

Marc Faber has historically been a very pessimistic investor.  We felt some of his thoughts on international debt was 

serious, but also parallel to his arguments in previous years as these macro concerns have been stated in the past.  

His take on India was extremely original, and we would be interested in looking into the India Capital Fund, and the 

general Indian equity markets. 

 

 

Definitions 

 

Moore's law is the observation that, over the history of computing hardware, the number of transistors on a dense 

integrated circuit doubles approximately every two years. The law is named after Gordon E. Moore, co-founder of 

the Intel Corporation, who described the trend in his 1965 paper. 
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