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 Preliminary performance figures are unaudited.  Past performance may not be indicative of future 

results and every investment program has the potential for loss as well as profit.  The Mullick Value 

Strategy composite is the dollar-weighted linked monthly return of those accounts sharing the objective 

of the Mullick Value Strategy.  Accounts are included in the composite at the beginning of the first full 

month following the month during which the account came under management.  Accounts that are 

terminated remain in the composite until the last full month the portfolio is under management, and the 

composite continues to include terminated portfolios for all periods prior to their termination.  There is 

no minimum asset size above which managed accounts would be included in or below which managed 

accounts would be excluded from the composite.  Individual account results will vary from that of the 

composite based on fee structures, investment restrictions, the timing of contributions and withdrawals 

and other factors. Comparisons to the S&P 500 Total Return and Russell 1000 Value are for 

informational purposes only, as the composites may hold securities not in the S&P 500 Total Return and 

Russell 1000 Value and may have more or less volatility and risk than an investment in the S&P 500 

Total Return and Russell 1000 Value.  Management fee information available upon request.  

 

 

April 15, 2013 

 

 

Dear Friend, 

 

2013 started with a bang, in spite of all the hand-wringing about the fiscal cliff and budget sequestration 

debate.  For the first calendar quarter (our third since inception), Mullick Value strategy returned net of 

fees 7.42% versus 12.31% for the Russell 1000 Value index and 10.61% for S&P 500.  We 

underperformed this quarter because a few of our major holdings were affected by events that we 

consider temporary.  We have revisited our investment thesis and have generally added to these 

positions.  While we are disappointed with our first quarter performance, we typically expect to 

underperform in a strong market and outperform in a period of weakness.  Over a market cycle we aim 

to outperform.  Since inception Mullick Value strategy has returned net of fees 15.71% versus 21.43% 

for Russell 1000 Value index and 17.19% for S&P 500.
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For the first quarter, relative to Russell 1000 Value index, technology, consumer staples and healthcare 

were the largest detractors and utility and telecommunications sectors contributed the most.  Apple, Joy 

Global, Monster Beverage and Shire were the largest detractors while Centerpoint Energy and Vodafone 

were the largest contributors.  Apple fell on weak earnings guidance and fear of continued margin 

pressure.  We think the stock represents deep value with cash comprising one third of the market 

capitalization and a PE ratio of less than 9 without any consideration of the cash.  We think the stock is 

oversold as it is changing hands from growth to value investors.  Joy Global has been impacted by 

negative comments on mining capital spending.  We think it is more than discounted in the valuation.  

Monster Beverage has suffered from negative press on energy drinks and volumes have suffered a 

slowdown which we think is temporary.  Shire stalled from fear of generic entrance into one of its 

product lines as well as a management transition.  We think Shire will manage successfully through the 

patent challenge and we are particularly heartened by the bold acquisition move by the new 

management.   Centerpoint Energy announced its long anticipated plan to create a master limited 

partnership with its mid-stream and pipeline assets.  Vodafone rallied on its plan to sell back to Verizon 

its 45% ownership of Verizon’s wireless business. 



 

 

 

 

 

Most indicators suggest that the US economy has continued to improve gradually albeit at a moderate 

pace.  Housing recovery is now well established and employment recovery continues at an anemic pace. 

While we expect a slowdown in the US from the fiscal drag of higher taxes and lower spending in the 

second quarter, it appears that the Federal Reserve stands ready to continue on its easing policy to 

counter any weakness.  Some others expect that the US economy may reach a faster pace of growth and 

are concerned about a disruptive exit by the Federal Reserve.  The European economy is not worsening 

and we expect a gradual improvement in the latter half of the year.  China seems to have recovered to a 

more moderate growth trajectory.  With weak global demand, energy prices have remained relatively 

stable internationally, while the shale oil and gas revolution in the US has created significant regional 

supply glut. 

 

We have continued with our strategy of investing in out of favor large cap companies with strong 

finances and a margin of safety.  We added a number of attractive value stocks during the quarter.  

Notable among the names added were AIG, Capital One Financial, Best Buy, Hewlett Packard and 

VeriFone.   As the last of the US Government holdings of AIG were sold off, we were attracted to the 

large discount to tangible book and tax loss carry forwards on the balance sheet.  Capital One suffered a 

sharp decline as investors were disappointed by the level of accretion after acquisitions of ING and 

HSBC.  We like the lower valuation.  Under new management, Best Buy is addressing its weak 

performance in international business and e-commerce.  Hewlett Packard seems to have finally gotten 

the message on poor corporate governance from the shareholder vote and appears to have begun to 

remedy its balance sheet woes with strong free cash flow.  VeriFone nearly halved its earnings and stock 

price with an earnings warning.  Management blamed it on a weak Europe and internal miscues.  We 

liked the valuation and the dominant market positioning of this credit card merchant terminal vendor. 

 

During the quarter we also eliminated some positions such as Checkpoint Systems and Coach.  We 

exited Checkpoint profitably for a better opportunity.  As for Coach, the competition from upstarts 

seems to have left Coach in a disadvantageous position.  Coach remains an attractive business and we 

are watching for progress from the sidelines.    

 

While the year has started with a bang, we anticipate some tough digestion periods ahead, perhaps 

similar to the past two years.  We stand ready to take advantage if such an opportunity presents itself.  

Our goal continues to be preservation of capital and outperformance with a margin of safety.  Thank you 

for your support. 

 

 

S. Basu Mullick 

Principal 
 

 

 

Disclaimer 

Views and perspectives provided in these remarks are opinions of Mr. Mullick and some companies mentioned may or may 

not be among the current holdings of Integre Advisors. You may obtain additional information by contacting Integre 

Advisors at (212) 838-2300 or email us at:  info@IntegreAdvisors.com.    
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