Mobius Investment Club

March Meeting – 6th March 2009 
Meeting at Karim Djemame’s : Commenced 7.00 p.m. 
Present: Karim Djemame (KD), Bob Croft (BC), Martin Longman(ML) , Karim Djemame (KD) ,  

1. Apologies

Anita Blow (AB), Mourad Kara (MK), Tom Smith (TS)

2. Previous Minutes & Matters Arising 
January meeting minutes were taken as read.

RL said that Barclays Stockbroker account still requires a bank accout to be set up members cannot pay in directly.

RL has started the process with the CO-OP bank which is the proshare recommended one.

This 4 representatives will be MK.KD,ML and RL. This will give cover both in Leeds and in Skelmanthorpe areas should the need for physical transaction to take place. The bank account will in the main be transacted over the internet. A cheque book will be available and require 2 signatures. 

The forms will be sent to RL who will circulate to the other 3 members for signature and provision of data , including there personal banking data. This will be used by the Co-Op to credit check. Utility bills and passports will not be required. RL will meet with ML next week and then forward the forms to ML or KD.

The account should be up and running very quickly.

RL apologised to BC for his exclusion from the “banking 4” and explained that it was to give a 2 centre approach in-case a possible physical transaction was required.

If a move from Selftrade to Barclays is required then that will be dealt with separately.

3. Accounts, Sales, Purchases



Accounts:

Unit value 


99.71 






Units in issue


38367.61



Bank balance


£ 15452.59



Broker



£19522.08



Net assets


£38257.15

Purchase in the month were 

12 Feb 2009  BG Group  Qty 184
£10.7292 
value £1196.54

24th Feb 2009 T Clarke   Qty 1163
£1.2725 
value £1479.92  
(Semi Systematic – Value) 

4. Current Portfolio Review: 


KD presented the monitor sheet

The above 2 purchases are our only holdings.

BG Group  - 
Looking to increase holding in Pure Energy in Australia. 
S/L 751

T Clark    -
New Contract for building in Bishopsgate S/L set by portfolio rules currently 109.9


5. To Invest or not ?

The discussion was around the current cash holding and limited investments
Bank / Selftrade cash account gave little in the way of interest. So options were look at bonds etc or high yielding investments. Some sectors/ companies  were still doing “Ok”

The discussion then went to the recently announce “quantitative easing proposals”. How does a currency get a value, GDP, employment etc. Current speculation could target currencies and bring them down.

6.Proposals

Invesco Perpetual High Income fund

ML had circulated documents prior to the meeting

He has had good long term returns in this fund

We have a large cash holding that is earning little just now

Plus points
Well Managed



Good long-term trend



Can transact through Selftrade for nothing

Against
90% invested in UK



Initial charge 5% ?



Poor short term return

Some members thought that this was not the investment vehicle that Mobius membership was about.

Vote was split 2 for 2 against , so no action.

High Yield Shares

ML circulated an article by Questor in the Telegraph were the question was considered and ranked.

5 top for consideration were

BP 


Has indicated that its dividend will be maintained in 2009. 

It will even borrow to keep the payout at the same level. 

If the oil price does not recover there could be a concern about maintaining the payout in 2010, but for now it appears secure. This means the shares are yielding 9.6pc. 

Primary Health Prop 


One of the largest providers of primary healthcare properties in the UK. 

It builds and owns GP surgeries, pharmacies and other healthcare facilities across the country. 

Payout is secure because the average length of its leases is now approaching 20 years. 

91pc of its revenues is derived from government-linked agencies, primarily the NHS. 

About 83pc of revenues are secure for 15 years or more. 

This gives great visibility. The shares are currently yielding 7pc. 

Reckitt Benckiser 
Operates in a relatively defensive sector, it has a strong balance sheet and it is a proactively managed company. It is extremely cash generative. Was “ Reckitt and Coleman” mustard brands etc

The shares are currently yielding 3.6pc.

Imperial Tobacco.

Earnings at tobacco groups tend to hold up reasonably well in a recession for a simple reason: its clients are addicted. 


For this reason it is not considered for investment by Mobius

SABMiller 

Just like tobacco, alcohol earnings are also relatively resilient in a downturn.

The shares have been dragged down by market falls since Christmas and now offer good value. Questor upgrades the view on SAB Miller shares to a buy. The yield is 4.3pc. 

TO AVOID 

HSBC issued a research note listing companies with high dividend yields and low dividend cover. 

It highlighted a number of FTSE 100 companies where the dividend cover was less than two times. 

The implication was that if earnings fell then the ability to maintain the dividend would be reduced. In the UK it noted that BP, BT Group, Royal Dutch Shell, Vodafone, United Utilities, Cable & Wireless and National Grid were in this category. However, BP has implied that it will maintain its payout and, if the oil price recovers in 2010, Questor expects the dividend here will be safe next year too. HSBC was not saying that it expected these dividends to be cut, but that the dividend cover implied that they were at risk. However, one of the companies named looks certain to cut its payout, and that's BT Group. 

The retail sector is going to face a very difficult year. Questor believes that it is not only the dividend that is at risk at many companies in the sector, but the invested capital as well. 

On Thursday, Kazakhmys became the latest miner to scrap its final dividend. Many companies in the sector are closing mines as they become economic and their cash flows have gone through the floor. Income seekers: do not go near. 

Historical dividend yields in the banking sector are astounding. Allied Irish Bank for example is trading on an historic yield of 198pc. This is patently absurd. Questor believes all investors should stay away from the sector. 

Shell

Prior to the meeting Karin had circulated a “mini Toolkit” for Royal Dutch Shell

Briefly he said

Worldwide , operating in 140 countries and second largest only to Exxon

Fundamentals were in the presentation

A solid company that will be around after the recession.

Fits the bill of high yielding with capital growth potential.

Agreed Buy £3k with a stop loss at 30% off buy price

Other shares.

Semi- Syst 
It was note that not all members had responded and that this was an area where participation was expected.


Some discussion around the share identified and the “anecdotal” votes of non participants and how that might have changed the share purchase ( Anita was a Clarkson 5 apparently)

A review of  Bramar and Clarkson followed.

Agreed based on past purchase precedent to buy £1500 of Clarkson
Persimmon (ML)
FT clipping presented by ML

Trading statement not as bad as predicted.

House builders in general have been hit by credit squeeze but Persimmon holding up now.

Chairman said no expectation to have a rights issue

Net debt down fro £905m to £ 601m

Agreed
 - ML to produce a mini toolkit as Karim gad done for shell if the share was to be considered.

7. AOB

TDW - ML said that TD Waterhouse offering £0 Admin in Trading Isa’s

Food - RL. said he would voice a possible contentious issue that had concerned him at recent meetings……. FOOD. Food at Mobius meetings was becoming lavish and distraction. He felt it was difficult for some to reciprocate hostpitality. Recent  meetings were an example were the venue was provided by ML and “catering” by another member brought it home. 

Tonight a sumptuous offering had been prepared by the Duke and Duchess of Pudsey and although thoroughly enjoyed it was to much.. RL said he thought that uncertain number ( 2 late cancellation tonight) it was also wasteful. 

It was not a question of cost, but after working it was often difficult and detracted from the purpose.

Meeting could conclude earlier without a dinner recess. 

Proposal was the host provides just nibbles e.g. nuts crisps etc, a simple snack is all that is required.

Others said “ Wives may say otherwise” and like to cater. It adds to the social aspect of the meeting 

Agreed. Simple refreshments were all that needed to be provided, but this was discretionary by the host

9. Next Meeting

The next meeting will take Mourads. Date and time to be confirmed  

Meeting closed at 10.15. 

