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Scorecard

The AlphaProfit Core and Focus
model portfolios gained 5.1% and
5.2%, respectively in October.
The Dow Jones Wilshire 5000
benchmark gained 2.1% in com-
parison.

New high. An extension of the Sep-
tember rally enabled October to
start on a high note. Fears of a

employers added 110,000 workers
in September. August jobs data,
which had caused much angst, was
also revised upward from a loss of
4,000 jobs to a gain of 89,000.

Jitters. Third quarter earnings
made investors jittery as earnings
from the financial sector reflected
the strain of a weak housing mar-
ket. Credit and trading losses on
mortgage-backed securities materi-
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Total Return

credit-market led ‘correction’ that
gripped investors in August faded
as the Dow Jones Industrial Aver-
age regained the 14,000 level for
the first time since late July and set
a new record.

Minutes from the Federal Reserve
Open Market Committee’s meeting
and September employment data
assuaged concern that the econ-
omy was skidding into a recession.
The Labor Department stated that

http://www.alphaprofit.com

ally pressured results at Citigroup
and Merrill Lynch.

Forecast for a recession from Cat-
erpillar's management on October
19, the 20™ anniversary of the 1987
crash, did not help matters. Con-
cern on disruption of oil supplies
from the Middle East pushed the
price of oil into record territory as
Turkish forces entered Iragq in
search of Kurdish rebels.
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Portfolio Composition

AlphaProfit Focus™ Model Portfolio

The Focus Portfolio was last repositioned at the close of business on June
29, 2007. We are leaving the Focus portfolio unchanged at this time.

Fidelity Fund Holding

June 29, 2007

October 31, 2007

(Ticker Symbol) Amount
Invested

Automotive (FSAVX) $861,343
Materials (FSDPX) $861,343
Total (rounded to) $1,722,686

Percent Value Percent
Portfolio Portfolio
50.00% $882,867 47 .98%
50.00% $957,082 52.02%
100.00% $1,839,949 100.00%

AlphaProfit Core™ Model Portfolio

The Core Portfolio was last repositioned at the close of business on June
29, 2007. We are leaving the Core portfolio unchanged at this time.

Fidelity Fund Holding

June 29, 2007

October 31,2007

(Ticker Symbol) Amount
Invested

Automotive (FSAVX) $116,335
Gold (FSAGX) $68,623
Materials (FSDPX) $116,335
Soft. & Comp. (FSCSX) $75,750
Spartan 500 (FSMKX) $376,159
Total (rounded to) $753,202

Percent Value Percent
Portfolio Portfolio
15.45% $119,242 14.44%
9.11% $96,146 11.65%
15.45% $129,265 15.66%
10.06% $91,042 11.083%
49.94% $389,840 47.22%
100.00% $825,535 100.00%

Offsetting these negatives, strong
earnings particularly from the tech-
nology sector uplifted investor senti-
ment and enabled the market to
hold its own. Technology-titans like
Apple, Google, Intel, and Microsoft
posted robust earnings reports
trouncing analysts’ forecasts.

Halloween treat. As the month
ended, expectation of a Halloween
treat from the Federal Reserve in-
creased. The central bank did not
disappoint. On October 31, the Fed-
eral Reserve reduced its bench-
mark federal funds rate by 25 basis
points to 4.50%. This set off a blis-
tering rally enabling broad market
indexes to end the month with
healthy gains.

The Dow Jones Wilshire 5000
ended October with a 2.1% gain.
From a sector perspective, stock
price performance correlated rea-
sonably well with strength of earn-
ings reports. Technology stocks
generally performed well while fi-
nancial stocks lagged. The Al-
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phaProfit model portfolios benefited
from exposure to software, gold,
and automotive stocks. The Al-
phaProfit Core and Focus model
portfolios gained 5.1% and 5.2%,
respectively outperforming the DJW
5000 benchmark.

Major Movers
(Company and fund ticker symbols in
parentheses.)

Seven out of ten stocks on the list
of top 10 holdings gained in Octo-
ber. Among the top 10 winners,
seven were software companies.
With small- and mid-cap stocks far-
ing better than large-caps, seven of
the 10 bottom performers were S&P
500 titans.

Kinross shines. Shares of Kinross
Gold (KGC-FSAGX) stood tall with
a 31% gain to become the Core
model portfolio’s top performer. A
6% rise in the price of gold provided
a positive backdrop for shares of
this gold miner. Optimism that Kin-
ross will soon receive final permits
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for developing the Kupol mine in
Russia drove the advance for good
measure. Meanwhile, Russian
miner Polymetal has agreed to buy
a 98% stake in the Kubaka gold
project from Kinross.

MasterCard charges ahead.
Shares of MasterCard (MA-FSCSX)
that had been shunned after post-
ing a solid second quarter earnings
report sprinted energetically after
the company posted a stellar third
quarter report. MasterCard’s third-
quarter earnings per share tally of
$1.80 exceeded analysts’ forecast
by 38 cents a share. Revenue in-
creased 20% to a record $1.08 bil-
lion. With a 28% gain, MasterCard
shares were the second best win-
ner among the Core model portfo-
lio*s top 10 holdings.

Citigroup written-off. Citigroup (C-
FSMKX) shares declined over 10%
to become the worst performer in
the Core model portfolio. Citi re-
ported 47 cents a share in earnings,
down nearly 57% from the year-ago
period. Results in the financial ti-
tan’s global consumer and markets
& banking segments were materi-
ally impacted by higher credit costs
and write-downs related to mort-
gage-backed securities, respec-
tively. Citi's Chairman Charles
Prince found himself in an embat-
tled situation with critics calling for
his resignation.

3M ripped. Shares of 3M (MMM-
FSDPX) received a drubbing even
after the company’s third-quarter
per-share earnings exceeded ana-
lysts’ forecast by two cents a share
and the company increased its full-
year profit outlook. Investors re-
acted negatively to 3M’s decision to
lower the price for its LCD films in
the fourth quarter. 3M’s full-year
revenue forecast fell short of ana-
lysts’ forecast. 3M shares declined
nearly 8% to become the worst per-
former in the Focus model portfolio.

Outlook

(Company and fund ticker symbols in
parentheses.)

The economy weathered the late
summer credit crunch during the

Page 2


http://www.alphaprofit.com

AlphaProfit Sector Investors’ Newsletter

Fund Returns

October 2007
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third quarter. Factory activity ap-
pears to be slowing since then.

The Commerce Department has
reported that gross domestic prod-
uct increased 3.9% during the third
quarter. The Institute of Supply
Management’s factory activity index
declined to 52.0% in September
from 52.9% in August. The National
Association of Purchasing Manage-
ment-Chicago’s business barometer
decreased to 49.7% in October from
54.2% in the prior month. This is the
lowest reading for this gauge since
February and readings below 50.0%
signal contraction.

Fidelity Select Automotive

General Motors and Chrysler LLC
have renegotiated their labor

Volume 5, Number 11

contracts. Auto part companies
are executing well and are target-
ing overseas markets for their
growth. We remove the ‘Favored
Buy’ rating on the automotive

group.

UAW contracts. U. S. automakers
have made progress in renegotia-
ting their four-year labor contracts
with the United Auto Workers. UAW
Locals ratified General Mo-
tors’ (GM-FSAVX) new contract
without much opposition. In con-
trast, Chrysler LLC’s new contract
was ratified by just over 50% of
workers.

GM and Chrysler LLC have agreed
to set up union-administered health-
care trusts to cap retiree healthcare
obligations. It appears the auto-
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makers will fund the trusts at about
70% of the estimated obligation. A
two-tier wage system will be insti-
tuted where new hires will be paid
around $14 per hour or half the cur-
rent starting wage of an assembly
line worker. The new contracts will
enable GM and Chrysler to close
the gap in hourly labor costs versus
Japanese automakers.

Meanwhile, Ford (F-FSAVX) is in
negotiations with the UAW. Ford
has already stated that it will push
for deeper concessions. Like GM
and Chrysler, Ford is looking to set
up a healthcare trust.

Earnings. Earnings reports from
auto part companies were on target
for the most part with BorgWarner
(BWA-FSAVX) and Goodyear Tire
(GT-FSAVX) posting notably strong
numbers. Strong global demand for
fuel-efficient engines and drive train
technology powered BorgWarner’s
earnings per share to a 66% in-
crease from the year-ago level. The
EPS tally of $1.13 exceeded ana-
lysts’ forecast by 8 cents a share.
BorgWarner expects demand for its
dual-clutch transmission modules to
remain strong and has refined its
full-year earnings forecast to the
high end of its prior range.

Excluding one-time items, Good-
year Tire earned 70 cents a share,
exceeding analysts’ 53 cents a
share forecast. The company bene-
fited from its strategy of emphasiz-
ing higher-margined premium tires
in North America. Strong demand
for tires in international markets
pushed revenue to record levels in
all four international divisions.

Among other auto part companies
reporting earnings, Johnson Con-
trols (JCI-FSAVX) and Gentex
(GNTX-FSAVX) acquitted them-
selves well. Johnson Controls re-
ported 78 cents a share in earnings,
26% higher than in the year-ago
period. The company expects 2008
revenue and earnings to rise at a
double-digit clip. Backed by a 15%
increase in revenue, Gentex re-
ported a 24% increase in its earn-
ings per share.
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Top 10 Fund Holdings

Fidelity Investments has reported the top 10 holdings of their funds as of September 30, 2007.

Automotive (FSAVX) Gold (FSAGX) Materials (FSDPX) Software (FSCSX) Spartan 500 (FSMKX)

Johnson Controls Lihir Gold Monsanto Microsoft ExxonMobil

General Motors Goldcorp DuPont Google General Electric

Ford Motor Newcrest Mining FreePort McMoRan Cogn. Tech. Soln. AT&T

Harley-Davidson Barrick Gold Dow Chemical Oracle Citigroup

BorgWarner Gold Fields Alcoa Nintendo Microsoft

Goodyear Tire Kinross Gold Praxair Yahoo! Bank of America

Autoliv IAMGOLD Air Prod. & Chem. Apple Procter & Gamble

Gentex Newmont Mining Nucor Satyam Comp.Sws.  Cisco

Renault SA Randgold Resources  3M eBay Chewvron

WABCO Holdings Agnico-Eagle Mines Celanese MasterCard Johnson & Johnson
73.5% of portfolio 59.1% of portfolio 43.9% of portfolio 67.6% of portfolio 19.7% of portfoloio

10.6% foreign 86.0% foreign 5.0% foreign 20.1% foreign NA

Fidelity Select Automotive makes two changes, taking on board mirror manufacturer Gentex and truck part manu-
facturer WABCO Holdings. American Standard spun off WABCO and the latter became an independent public com-
pany on August 1, 2007. To make room for these changes, DaimlerChrysler and Toyota Motor drop from the top 10
list. Foreign companies now account for 10.6% of this fund, down from 14.9%.

There are two changes to the top 10 list of Fidelity Select Gold. Channel Islands-based Randgold Resources and
Toronto-based Agnico-Eagle Mines take the places vacated by Meridian Gold and Arizona Star Resources. Meridian
Gold is in the process of being acquired by Yamana Gold. Foreign companies continue to remain dominant at 86%
of the fund’s assets. Canadian, South African, and Australian companies account for 46%, 14%, and 8%, respec-
tively.

In the Fidelity Spartan 500 Index fund, networking and healthcare titans Cisco Systems and Johnson & Johnson
enter the top 10 list while American International Group and Pfizer depart. These changes result from gains and
losses in equity market capitalization of the individual companies. Cisco and J&J gained 19% and 7%, respectively
in market capitalization during the third quarter while AIG and Pfizer lost nearly 4% each.

Fidelity Select Software & Computer Services and Fidelity Select Materials show one change each. India-
based IT services provider Satyam Computer Services replaces Quest Software in Fidelity Select Software & Com-
puter Services’ top 10 list. In Fidelity Select Materials’ top 10 list, Dallas-based chemical manufacturer Celanese
Corporation replaces Weyerhaeuser.

With all of these changes included, Microsoft is represented in two out of the five funds in the Core model portfolio.
There is no overlap of equities among the top 10 lists of the two funds in the Focus model portfolio.

coupled with strong earnings re-
ports from selected auto part com-
panies has enabled shares in the
auto group to rally. From the time
the ‘Favored Buy’ rating was initi-

Following the automakers’ lead, auto
part companies are increasing their
presence in emerging economies. Air
bag and seat belt manufacturer Auto-
liv (ALV-FSAVX) has agreed to buy
out its joint venture partners in both ated on August 31 through October
China and India to convert these enti- 31, Fidelity Select Automotive
ties into wholly owned subsidiaries. gained 13.1% compared to a 5.8%
Truck part manufacturer WABCO gain for the DJW 5000 benchmark.
Holdings (WBC-FSAVX) recently
opened its first fully owned manufac-
turing facility in China.

Industry dynamics. Continuing
the recovery from an abysmal June
and July, U. S. auto sales steadied
in September. Industry-wide sales
gained 1% on a year-over-year
basis with GM sales increasing 4%.
Ford and Toyota sales declined
18% and 1%, respectively.

GM's third-quarter sales outside of
the U. S. accounted for about 56%
of total sales, up 14% from a year
earlier. GM expects more of its fu-
ture growth to come from nations
like China and Brazil. The company
plans to build a $250 million re-
search centre in Shanghai.

We now view the automotive group
to be as attractive as other groups
represented in the model portfolios.
Investors have reacted positively to We removed the automotive
the progress made by auto compa- group's 'Favored Buy' rating on
nies in negotiating new labor con- October 31. Fidelity Select Automo-
tracts to help improve long-term tive continues to be included in
manufacturing competitiveness. This  both model portfolios.

Volume 5, Number 11 http://www.alphaprofit.com Page 4


http://www.alphaprofit.com

AlphaProfit Sector Investors’ Newsletter

November 2007

AlphaProfit ETF and Mutual Fund Selections

Mutual fund and exchange-traded fund recommendations for playing the investment thesis discussed in the Newsletter

Sector, Industry
Group, or Index

Mutual Funds

‘ ETFs

Name (Ticker) Availability, Trans. Fees, and Min. Holding Period Name (Ticker) Liquidity
Auto Fidelity Sel Automotive (FSAVX) [A, F A, NTF, 30 R, F A F No ETF currently available
Gold Fidelity Sel Gold (FSAGX) A F A,NTF,30 |R,F AF iShares COMEX Gold Trust (IAU) | Limited
Midas (MIDSX) A, NTF, 90 A,NTF, 180 |A,NTF,90 |A NTF, 90 |Market Vectors Gold Min (GDX) | Good
Prec Met Ultra ProFund (PMPIX) A, NTF, 90 A NTF, 180 |A,NTF,No |AF PowerShares DB Gold (DGL) Limited
Rydex Precious Metals (RYPMX) A, NTF, 90 A, NTF, 180 | A, NTF, 90 A F streetTRACKS Gold (GLD) Good
US Glob World Prec Min (UNWPX) | A, F A,NTF, 180 | A, NTF, 90 A, NTF, 90
Materials Basic Mat UltraProFund (BMPIX) A, NTF, 90 A,NTF, 180 |A,NTF,No |AF iShares DJ Basic Materials (IYM) | Limited
Fidelity Sel Materials (FSDPX) AF A, NTF, 30 R, F AF Materials Select SPDR (XLB) Good
ICON Materials (ICBMX) A, NTF, 90 A, NTF, 180 | A, NTF, 90 A, NTF, 90 PowerShares Dyn Bas Mat (PYZ) | Limited
Rydex Basic Materials (RYBIX) A, NTF, 90 A,NTF, 180 | A, NTF, 90 AF Vanguard Materials (VAW) Limited
Software Fidelity Sel Soft & Com (FSCSX) (A, F A, NTF, 30 R, F A F iShares GS Software (IGV) Limited
PowerShares Dyn Software (PSJ) | Limited
Software HOLDRs (SWH) Limited
S&P 500 Dreyfus S&P 500 Index (PEOPX) [ A, NTF, 90 A,NTF, 180 |A,NTF,90 |A NTF, 180 |[iShares S&P 500 Index (IVV) Good
Fidelity Spartan 500 Idx (FSMKX) | N A NTF,90 |AF A F SPDR Trust (SPY) Good
Schwab S&P 500 Index (SWPIX) N C,F A, NTF, 30 AF
E*TRADE S&P 500 Index (ETSPX) | A, NTF, 4m N N I, F

Funds included in AlphaProfit model portfolios in bold. Availability: A-Available, C-Limited to current shareholders, I-Limited to Institutional investors, N-Not available,
R-Limited to retail investors. Trans. Fees: F-Transaction fee applies, NTF-No transaction fee subject to holding period. Min. Holding Period: For no transaction fee
(NTF) funds, minimum number of days or months a fund needs to be held to avoid both fund’s short-term redemption fee and broker’s transaction fee. Minimum holding
period not provided for transaction fee (F) funds. Liquidity: Investors should consider limit orders when trading ETFs with limited liquidity. Note: The above table is for
information purposes only. Before buying any mutual fund or exchange-traded fund, read its prospectus carefully. For securities held in brokerage accounts, read the
broker’s specific terms and conditions which apply to trading of the securities.

Fidelity Select Gold

The rise in the price of gold is
enabling gold mining companies
to execute on the earnings front.
Miners remain acquisitive in pur-
suit of reserves. Global interest
rate trends continue to support a
lower dollar.

Gold miners. Even though gold
mining companies have to battle
escalating costs, the rise in the
price of gold is helping them stay
on track on the earnings front.
Newmont Mining (NEM-FSAGX)
reported strong results trouncing
analysts’ estimate. Excluding one-
time items, the gold miner earned
57 cents a share, beating analysts’
32 cents a share forecast. Compar-
ing year-over year performance,
the company realized $70 more per
ounce of gold sold while costs
soared $70 an ounce. For the full
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year, Newmont forecasts equity
gold sales of between 5.2 million
and 5.4 million ounces at cash
costs of $400 to $430 an ounce.

Excluding currency translation
losses, Canadian gold miner Ag-
nico-Eagle Mines (AEM-FSAGX)
reported 27 cents a share in earn-
ings, in line with analysts’ forecast.
The benefit of higher gold price was
partly offset by a sharp rise in the
Canadian dollar.

Gold miners continue to look to ac-
quisitions to add reserves. Barrick
Gold (ABX-FSAGX) is acquiring
Arizona Star Resources for $805
million. The acquisition will provide
Barrick majority rights in the Cerro
Casale project in Chile. Major
mover Kinross Gold (KGC-FSAGX)
with a stake in Cerro Casale stands
to benefit from the deep pockets of
Barrick in funding the project’s de-

http://www.alphaprofit.com

velopment.

Newmont has agreed to acquire
Miramar Mining for $1.5 billion.
Miramar owns the Hope Bay project
on Canada’s arctic coast, one of
North America’s largest undevel-
oped gold properties. Having un-
wound fixed price gold sale con-
tracts, Newcrest Mining (AU: NCM-
FSAGX) and Lihir Gold (LIHR-
FSAGX) could well become take-
over targets.

Bullion. A rise in the price of oil
and a slackening U. S. dollar con-
jured together to perk up inflation
fears and supported a rally in the
price of gold. The Turkish incursion
into Iraq and massive write-downs
taken by financial firms in the U. S.
triggered safe-haven buying as
well. Gold rocketed $45 an ounce
to close October just shy of the
$800 an ounce level.
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Unlike the Federal Reserve that has
cut interest rates twice since Sep-
tember, the European Central Bank
has chosen to focus more on price
stability and left interest rates un-
changed. The G-7 finance officials
want the Chinese yuan to appreci-
ate further and they do not appear
to be concerned about the impact of
the depreciating dollar on their na-
tions’ economies. Meanwhile, de-
mand for gold from emerging
economies remains strong with In-
dia alone having consumed 317
tons or one-half of the global mine
output during the second quarter.

With the global financial community
supporting a lower dollar, the out-
look for gold from a multi-week per-
spective looks favorable. It is con-
ceivable that during its current bull
phase, gold may eclipse its all time
high of $875 an ounce set on Jan.
21, 1980.

That said, gold bullion and mining
shares have been notably strong in
recent months. Fidelity Select Gold,
for example, is up nearly 40% since
August 31. The onset of mining
company earnings reporting season
or a pause in Indian gold purchases
following the end of the festival sea-
son may make gold vulnerable to
profit-taking. We continue to include
Fidelity Select Gold in the Core
model portfolio.

Fidelity Select Materials

While chemical companies are
benefiting from strong overseas
demand particularly in their agri-
cultural segments, gas compa-
nies are benefiting from the in-
crease in global manufacturing.
Strength in the price of copper is
enabling Freeport-McMoRan
Copper & Gold to execute well
while most other metal compa-
nies are feeling the impact of ris-
ing production costs and slowing
U. S. demand.

Chemicals. International growth
offset weak domestic demand and
enabled DuPont (DD-FSDPX) to
marginally increase its revenue to
$6.7 billion. The chemical giant
earned 56 cents a share, 4 cents a
share higher than analysts’ esti-
mate. Brisk seed sales increased
revenue in the company’s agricul-
ture and nutrition unit by 21%. Du-
Pont has boosted its 2007 earnings
-per-share forecast to the $3.15 to
$3.20 range and is optimistic on its
2008 outlook. The company has
increased its quarterly cash divi-
dend by 11%.

Competitor, Dow Chemical (DOW-
FSDPX) reported a 10% increase in
revenue to $13.6 billion. Sales in
Dow’s agricultural sciences seg-
ment increased 19%. Higher taxes
in the U. S. and Germany as well as

November 2007

charges for research and develop-
ment weighed on the company’s
bottom line. To downplay market
rumors that Dow is in sale or
merger discussions, the company
clarified that it is open to joint ven-
tures.

Excluding one-time items, Mon-
santo (MON-FSDPX) reported a 17
cents a share loss during its sea-
sonally weak fourth quarter. Al-
though the company expects first
quarter revenue to be higher than in
the year-ago period, Monsanto’s
2008 earnings forecast fell short of
analysts’ forecast.

Strong pricing power and favorable
impact from currency translation
enabled Celanese (CE-FSDPX) to
increase its third-quarter earnings
by 17%. The chemical manufac-
turer earned 73 cents a share com-
pared to analysts’ 57 cents a share
estimate. Backed by strong pricing
for its intermediates and solvents
products, Celanese raised its full-
year earnings outlook to between
$3.10 and $3.20 a share.

Gases. Strong demand for gases in
both the merchant and tonnage
segments pushed Air Prod-
ucts’ (APD-FSDPX) sales 12%
higher and enabled the company to
earn $1.17 a share, 3 cents a share
higher than analysts’ forecast. Sup-
ported by continued growth in

Disclosure

AlphaProfit Sector Investors’ Newsletter is for information purposes only. The Information is provided with the understanding that AlphaProfit In-
vestments, LLC is not acting in a fiduciary capacity. Nothing herein should be construed as an offer to buy or sell securities or to give individual
advice on investing. The newsletter does not have regard to the specific investment objectives, financial situation, and particular needs of any
specific person who may receive this report. The products mentioned in the document may not be eligible for sale in some states or countries, and
they may not be suitable for all types of investors. Before buying or selling any mutual fund, exchange-traded fund, security, or investment, read
the prospectus carefully. For securities held in brokerage accounts, read the broker’s specific terms and conditions which apply to trading of the
securities.

Owners and employees of AlphaProfit Investments, LLC do invest in Fidelity mutual funds to track the model portfolios mentioned in the newslet-
ter. Any one or more of their positions may not necessarily be the same as that of a Subscriber. Owners and employees of AlphaProfit Invest-
ments, LLC may also for their own accounts buy, sell or hold long or short positions in mutual funds, exchange-traded funds, common stocks or
other securities of companies mentioned in the newsletter.

Investments in mutual funds and exchange-traded funds mentioned herein carry an inherent element of risk, including the potential for loss of
principal. Past performance is no guarantee of future results.

The model portfolios presented in this newsletter are the products of AlphaProfit Investments, LLC. The proprietary ValuM™ Investment Process
is used to select sectors for investment in the AlphaProfit Sector Investors’ Newsletter model portfolios. This process evaluates sectors based on
their valuation, momentum, and news flow quality.

continued on page 10
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global manufacturing and plans to
improve margin by 100 basis
points, Air Products is targeting to
increase earnings by double-digits

Stocks with appealing earnings trends and relatively attractive valua-
tion characteristics are highlighted. Subscribers seeking stocks for

in 2008. the intermediate term may find the list worthy of further study.

Helped by project start-ups in Asia Company Ticker Price Est. P/E Div. Yield Page

and South America, competitor BorgWarner BWA $105.71 21.5 0.6% 3

Praxair (PX-FSDPX) earned 94  |Celanese CE 41.96  13.1 0.4 6

cents a share, beating analysts’ eBay EBAY 36.10 24.2 - 7

forecast by 3 cents a share. Reve-  |prgaport-McMoran C&G FCX 117.68 122 1.1 7

nue rose 12% to $2.6 billion. Prax- Goodyear Tire GT 3045 202 i 3

air has raised its full-year earnings — . .

forecast to around $3.60 a share. Newmont Mining NEM 50.90 45.4 0.8 5
Satyam Computer SAY 30.35 249 0.6 8

Metals. Per-share earnings at Free-
port-McMoRan Copper & Gold
(FCX-FSDPX) tallied $2.52 in the
third quarter, well ahead of the
$2.26 a share estimated by ana-
lysts. Revenue more than tripled to
$5.1 billion. With copper prices hov-
ering around $3.50 a pound, Free-
port is generating strong cash flow
and aggressively paying down debt.
The company is also looking to
open a new copper mine in Arizona
ahead of schedule. Freeport has
however hit low-grade ores at its
Grasberg mine in Indonesia and
expects gold production from this
mine to be one-third lower next
year.

A weakening trend in aluminum
prices pushed Alcoa’s (AA-FSDPX)
quarterly revenue lower by 3% to
$7.4 billion. Alcoa reported 63 cents
a share in earnings, 2 cents a share
short of analysts’ forecast as rising
energy and other production costs
reined the bottom-line. To improve
operating margin, Alcoa is divesting
its underperforming assets and tak-
ing an $845 million charge. Alcoa is
increasing its stock-buyback com-
mitment from 10% to 25% of its out-
standing shares.

Meanwhile, Nucor (NUE-FSDPX)
earned $1.29 a share, 24% lower
than the tally reported in the year-
ago period. Nucor’s fourth quarter
earnings forecast trailed analysts’
estimate. Nucor stands to benefit
from the U. S. International Trade
Commission’s extension of tariffs
on certain grades of imported steel.

Shares in the materials group gen-
erally received a luke-warm re-
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sponse even after posting robust
earnings reports. Chemical com-
pany shares were unpopular
against the backdrop of rising petro-
leum feedstock costs. Sentiment
towards metal company shares
dampened on fears that weakness
in the housing market will lower de-
mand for such commodities. We
believe strength in overseas de-
mand for materials will help metal
producers weather softening de-
mand from the U. S. We continue to
include Fidelity Select Materials in
both model portfolios.

Fidelity Select Software &
Computer Services

While Google and Microsoft stole
the thunder, October was a good
month for most software stocks.
Strong earnings reports and con-
solidation activity augur well for
the future.

Starting the month at about $567 a
share, Google’s (GOOG-FSCSX)
share price cut through two-century
marks to end the month at over
$700 a share. Excluding certain
items, Google earned $3.91 a share
on $3.0 billion in revenue with both
measures exceeding analysts’ esti-
mate. Without outlining specifics,
Google has stated that it will focus
more on mobile communications in
the future. Speculation runs high
that Google may introduce a mobile
phone early next year.

In other Internet company earnings,
Yahoo! (YHOO-FSCSX) announced

http://www.alphaprofit.com

better-than-expected results earn-
ing 11 cents a share. This in combi-
nation with a ‘reacceleration’ in Ya-
hoo’s display ad business provides
optimism that the company’s turn-
around strategy may be working.
Excluding one-time items, eBay
(EBAY-FSCSX) earned 41 cents a
share, up 58% from the year-ago
tally as revenue increased 30% to
$1.9 billion. eBay however wrote
down the value of its Skype division
by $900 million acknowledging that
it overpaid for the acquisition.
Meanwhile, eBay’s PayPal division
continues to grow and the company
has increased fourth-quarter and
full-year earnings-per-share fore-
casts.

Microsoft's (MSFT-FSCSX) shares
recorded a six-year high as the
company dazzled investors with its
earnings report. Backed by brisk
sales of the new Halo 3 video game
and Windows Vista software, Micro-
soft reported 45 cents a share in
earnings, exceeding analysts’ 39
cents a share forecast. Revenue
rose 27% to $13.8 billion. After a
nearly decade-long battle, Microsoft
has settled with European regula-
tors, Microsoft agreeing to the Sep-
tember 17 ruling and dropping chal-
lenges.

Backed by strong sales of iPod,
iPhone, and Macintosh computers,
Apple (AAPL-FSCSX) reported
$1.01 in per-share profits, blowing
past analysts’ 85 cents a share esti-
mate. To ensure the momentum in
product sales continues, Apple has
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released the next generation Leop-
ard operating system for Macintosh
computers. The company has also
entered into agreements with a host
of European wireless service pro-
viders to market the iPhone in lead-
ing markets in the continent.

Nintendo (JP: 7974-FSCSX) contin-
ues to shine in electronic entertain-
ment. For the six-month period end-
ing September 30, Nintendo dou-
bled its net profit from the year-ago
level as sales more than doubled.
While Microsoft and Sony have re-
duced prices for their Xbox 360 and
PlayStation 3 consoles, respec-
tively, Nintendo is staying pat with
its Wii pricing. Nintendo has also
upped its profit forecast for the full
year.

In enterprise software and services,
Indian IT service provider Satyam
(SAY-FSCSX) reported a 28% in-
crease in quarterly profit exceeding
analysts’ per-share earnings fore-
cast. A rising Indian currency how-
ever eroded the company’s operat-
ing margin. Satyam has raised its
full-year sales estimate based on
strong outsourcing demand.

Germany-based SAP announced
that it is buying France-based busi-
ness intelligence software provider
Business Objects for $6.8 billion.
After offering $6.7 billion for BEA
Systems, Oracle (ORCL-FSCSX)
let its offer expire when BEA called
offers lower than $8.2 billion inade-
quate. Rising deal activity has
stirred speculation that Cognos and
MicroStategy could become take-
over targets.

Viewing software companies as
being largely insulated from the
housing mess, investors amply re-
warded software shares for their
stellar performance. With news
quality remaining positive, we con-
tinue to include Fidelity Select Soft-
ware & Computer Services in the
Core model portfolio.

Fidelity Spartan 500 Index
Fund

Nine of the top 10 holdings in the
Spartan 500 Index fund lost
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ground in October. Information
technology, utilities, and materi-
als stocks within the Standard &
Poor’'s 500 Index were stronger
performers. Share prices in fi-
nancial, industrial, and telecom-
munication sectors lagged. In
this Report, we look at develop-
ments in the financial and health-
care sectors that account for
about 30% of the S&P 500’s mar-
ket capitalization.

Financials. Earnings from banks,
mortgage providers, and securities
firms reflected the strain of credit
trouble. Third quarter earnings for
financial firms in the S&P 500 index
declined 25% on average.

Bank of America’s (BAC-FSMKX)
earnings per share dropped 29%
from the year-ago period. Excluding
one-time items, BofA earned 84
cents a share, 22 cents a share
short of analysts’ forecast. Losses
from bad loans, trading, and write-
downs exceeded $3.7 billion. Profits
in BofA’s largest business con-
sumer banking declined 16%. Cor-
porate and investment banking
profit declined a whopping 93%.

Among other banking institutions,
Wachovia reported its first earnings
decline in six years taking a record
$1.3 billion in write-downs for bad
loans and mortgage-backed securi-
ties. Washington Mutual, the largest
savings and loan institution, set
aside $967 million to cover bad
loans. JP Morgan and Wells Fargo
fared better as gains in profits from
asset management and hedging
helped offset increases in loan-loss
provisions.

The world's biggest bond insurer
MBIA posted a loss after writing
down over $340 million of securities
it guarantees. The company’s need
to conserve capital has forced it to
suspend stock buybacks. Among
securities firms, Merrill Lynch re-
ported its biggest quarterly loss in
its 93-year history taking a $5 billion
write-down. Merrill's Chairman Stan
O'Neal resigned after the earnings
debacle.

To help revive the asset-backed
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commercial paper market, major
mover Citigroup (C-FSMKX), BofA
and JPMorgan agreed to form a
new fund. The fund will purchase
bank bonds and sub prime mort-
gage debt and improve liquidity in
commercial paper markets.

In transaction-related activity, BofA
completed the $21 billion purchase
of LaSalle Bank. The purchase
helps BofA become a dominant
player in the Chicago market. Citi-
group is buying 32% of Japanese
brokerage Nikko Cordial it does not
already own for about $4.6 billion.
Citi plans to merge its retail securi-
ties business in Japan with Nikko
Cordial.

Healthcare. Healthcare companies
generally came through with their
earnings. Leading medical supplies
companies trounced analysts’ fore-
cast. While new products boosted
Merck’s results, Pfizer battled ge-
neric competition.

Excluding charges, Johnson &
Johnson (JNJ-FSMKX) reported
$1.06 a share in earnings, beating
analysts’ forecast by 7 cents a
share. The results excluded a $528
million restructuring charge. Higher
sales of pharmaceuticals & medical
devices and sales generated by
businesses acquired from Pfizer
contributed to J&J's 13% revenue
gain. J&J has raised its 2007 earn-
ings-per-share forecast to the $4.10
to $4.13 range.

Other medical supplies companies
Baxter International and McKesson
reported strong earnings. Baxter,
the world’s largest maker of treat-
ments for blood disorders, earned
70 cents a share beating analysts’
forecast by 4 cents a share. McKes-
son, the largest U. S. drug distribu-
tor posted 82 cents a share in earn-
ings, exceeding analysts’ forecast
by 10 cents a share. Both Baxter
and McKesson have upped their
2007 earnings forecast.

Strong sales of its cervical cancer
vaccine Gardasil and diabetes drug
Januvia enabled Merck to report a
63% increase in earnings. The drug
marker earned 75 cents a share
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and raised its 2007 profit forecast.
Pfizer in contrast saw its revenue
decline 2% as sales of Lipitor,
Zoloft, and Norvasc were hurt by
generic competition. The company
also took $2.8 billion in pre-tax
charges to terminate its disappoint-
ing diabetes drug Exubera.

The nation’s leading healthcare pro-
viders WellPoint and UnitedHealth
reported relatively robust results.
WellPoint earned $1.44 a share in
line with analysts’ forecast and
raised its full-year profit outlook to
$5.56 per share. Enrollment in-
creased by 615,000 to 34.8 million
members. In contrast, UnitedHealth
offset lower enrollment with pre-
mium growth to report 95 cents a
share in earnings. UnitedHealth
raised its 2007 earnings-per-share
forecast and increased its stock
buyback commitment to 210 million
shares or about 15% of outstanding
shares.

Losses on shares in the financial
sector are offsetting gains from
other sectors like technology and
keeping a lid on the performance of
the S&P 500 index. We believe ex-
posure to defensive groups like
healthcare will likely come in handy
if economic growth slows. We con-
tinue to round off the Core model
portfolio with the Fidelity Spartan
500 fund that seeks to track the
S&P 500 index.

Market Outlook & Sector
Portfolio Indicator
Reading: Buy

Notwithstanding favorable sea-
sonal factors, we are cautious in
our outlook for equity prices as a

Py
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deteriorating housing market in-
creases the risk of an economic
slowdown.

Equity prices have been relatively
strong since September. The Dow
Jones Wilshire 5000 index tacked
on 2.1% in October to its 3.6% gain
in September. The economy has
held up quite well against disruptive
forces generated from housing mar-
ket excesses. Continued weakness
in housing is however pressuring
the broad economy.

The 13-month long decline in home
prices accelerated in August as
prices in 20 major U. S. cities
dropped a record 0.7% during the
month. Home prices are down 4.4%
in the past year, the highest decline
in the seven-year history of the 20-
city index. Falling home prices
make it difficult for homeowners to
take out home-equity loans or refi-
nance mortgages. Additionally,
homeowners have found higher
mortgage payments on adjustable-
rate mortgages onerous and fore-
closures have soared.

Consumers are also being pres-
sured by rising gasoline prices.
Higher gasoline prices act like a
‘tax’ sapping disposable income.
Consumer confidence indexes
tracked by Reuters/University of
Michigan and the Conference
Board declined in September.

Recent economic indicators sug-
gest that the economy is slowing.
The Federal Reserve has been
quick to cut short-term interest rates
in a bid to stem the housing malaise
from undermining the economy.

Meanwhile, third-quarter earnings in
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Featured Quote

‘The mint makes it first,
it is up to you to make
it last. ’

Humorist, Evan Esar

the aggregate are running ahead of
analysts’ forecast. While a weaker
U. S. dollar stokes inflation con-
cerns, a lower greenback should
selectively benefit multinational
companies and exporters. We be-
lieve a recession can be avoided if
the Federal Reserve stays ahead of
the curve in cutting interest rates.

Given the above backdrop, our en-
thusiasm for a strong finish to the
year is somewhat tempered despite
November and December being a
seasonally favorable period. While
the market can work itself grudg-
ingly higher, volatility is likely to be
high. We maintain the AlphaProfit
Sector Portfolio Indicator reading at
'Buy'. None of the sectors or indus-
try groups carries a ‘Favored Buy’
rating.

AlphaProfit Investments, LLC
Date: October 31, 2007 [ |

The AlphaProfit Sector Investors’ Newsletter™ is edited and published by Dr. Sam Subramanian, Managing Principal and Chief
Investment Officer of AlphaProfit Investments, LLC. Sam is an avid stock market investor and has tracked Fidelity Select Funds
for several years. With a strong quantitative and analytical bent, Sam has honed his skills in security research and analysis. Sam
developed the ValuM Investment Process™ for managing investments. The ValuM Investment Process has helped Sam build a
successful track record in managing his investments since 1985. Prior to founding AlphaProfit Investments, LLC, Sam worked in
positions of increasing responsibility in Finance and Corporate Strategy advising in Acquisitions and Divestitures, Asset Valua-
tion, Trading, Bankruptcies, and Risk Management. Sam graduated with honors from the MBA program at the University of
Michigan and has a Doctorate Degree in Chemical Engineering from Syracuse University. Sam also holds 16 U. S. patents.

Page 9


http://www.alphaprofit.com

AlphaProfit Sector Investors’ Newsletter November 2007
Fund Facts and News

Fidelity Fund Ticker Fund Style Risk Rating Manager
Select Automotive FSAVX Mid Cap Value Average L. Miles
Select Gold FSAGX Large Cap Growth Above Average J. Wickwire
Select Materials FSDPX Large Cap Blend Average D. Fischer

Select Software & Comp. Services FSCSX Large Cap Growth Above Average M. Tandon

Spartan 500 Index Fund - Investor CI. FSMKX Large Cap Blend Below Average Geode Capital

Manager Changes:
None.

Fidelity Select Portfolio® Fund's Initial Purchase Requirements:

The minimum initial investment for regular as well as Traditional, Roth, and Rollover IRA accounts in any Fidelity Se-
lect Portfolio Mutual Fund is $2,500. The minimum initial investment is $500 for SEP-IRA and Keogh accounts.
Check fund prospectus for details.

Fidelity Spartan 500 Index® Fund's Initial Purchase Requirements:
The minimum initial investment for regular as well as all retirement accounts in the Fidelity Spartan 500 Index Fund is
$10,000. Check fund prospectus for details.

Disclosure continued from page 6

We calculate total returns based on price changes, assuming reinvestment of all distributions in the funds in which they were paid. The 3% Fidelity
Select Portfolio® front-end load, taxes, and costs such as brokerage transaction fees are not factored in the results. On Sept. 23, 2003 Fidelity
Investments eliminated the 3% front-end sales load on Fidelity Select Portfolio fund deposits.

Fidelity Investments typically provides updates on top 10 holdings excluding money market instruments and/or futures contracts held by Fidelity
mutual funds at the end of each quarter around the middle of the month following the end of the quarter. All of the fund’s holdings are not reported
and the holdings may change at any time. Several of the companies discussed herein were held by the mutual funds in our model portfolios, per
reporting date mentioned in this report. The mutual funds may or may not currently be invested in the companies mentioned in this report.

The information contained in this newsletter is obtained from various sources believed to be accurate and is provided without warranties of any
kind. Opinions expressed herein reflect the thought of AlphaProfit Investments, LLC and are subject to change without notice. The third-party
trademarks or service marks appearing within this newsletter are the property of their respective owners. All other trademarks appearing herein
are the property of AlphaProfit Investments, LLC.

AlphaProfit Investments, LLC does not represent that this information, including any third-party information, is accurate or complete and it should
not be relied upon as such. AlphaProfit Investments, LLC is not responsible for any errors or omissions herein. AlphaProfit Investments, LLC dis-
claims any liability for any direct or incidental loss incurred by applying any of the information in this publication.

Please review our Terms & Conditions of Use and Subscriber Agreement which is available on our website at www.alphaprofit.com, which gov-
erns your relationship with AlphaProfit Investments, LLC, including, but not by way of limitation, use of this newsletter.
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AlphaProfit Model Portfolio Long-Term Performance

The Core and Focus Portfolios were initiated on December 31, 1993 each with a $50,000 value. No new capital is
added. All distributions are reinvested in the fund in which they are paid. The performance shown below is as of
June 30, 2007; the returns do not include the one-time 3% front-end sales load charged by Fidelity Investments® for
deposits made in the Fidelity Select Portfolio® funds. On Sept. 23, 2003, Fidelity Investments eliminated the one-
time 3% front-end sales load for deposits in Fidelity Select Portfolio funds.
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Glossary of Terms Used

Alpha: Difference between the sector fund’s expected
return and its "fair return" based on its historical respon-
siveness to market movements.

AlphaProfit Core™ Model Portfolio: Generally com-
prises of 7 to 8 Fidelity Select Funds. When fewer num-
ber of Select Funds appear attractive, the portfolio in-
cludes Index funds. Model portfolio is usually fully in-
vested in equity funds. Turnover of funds in the Core
Portfolio is lower than in the Focus Portfolio. Subscrib-
ers seeking long-term capital appreciation in retirement
or regular accounts may find this portfolio suitable.

AlphaProfit Focus™ Model Portfolio: Typically in-
cludes 2 Fidelity Select Funds deemed most attractive.
Model portfolio is usually fully invested in equity funds.
Typical holding period for Select Funds included in this
portfolio is 6 months. Turnover of funds in the Focus
Portfolio is higher than in the Core Portfolio. Subscrib-
ers seeking aggressive growth of capital in retirement or
regular accounts may find this portfolio suitable.

AlphaProfit Sector Portfolio Indicator™: Alpha-
Profit's proprietary short-term indicator used to assess
attractiveness and risks in investing additional capital.
Indicator is assigned one of the three readings: (a) Buy
- Current prices are good to trade at. (b) Buy on Dips -
Weakness may likely develop and may be used as buy-
ing opportunity. (c) Wait - Defer investing cash.

Basis Point: Equal to 1/100th of a percent.

Beta: A measure of the responsiveness of a security
such as sector fund or ETF to market movements.

Compound Annual Return: A calculated number that
describes the rate at which an investment has grown, if
it grew at a steady rate.

Cumulative or Holding Period Return: Total return
earned by the fund or portfolio over the referenced hold-
ing period. All distributions are reinvested in the fund
paying the distribution.

Dow Jones Wilshire 5000° (Full Cap): Measures the
performance of all U.S. headquartered equity securities
with readily available price data. Over 5,000 capitaliza-
tion weighted (stock price times number of shares out-
standing) security returns are used to adjust the index.
The index is an excellent approximation of dollar
changes in the U.S. equity market.

Exchange-trade funds (ETFs): Baskets of securities
that trade like individual stocks on an exchange. ETFs
are traded throughout the trading day and can be
bought on margin.

Favored Buy: Fund rating assigned when a particular
fund’s risk-reward ratio is deemed superior to those of
other funds in the model portfolios. Rating is removed
when the fund becomes as attractive as the other funds
in the model portfolios. Rating is provided for Subscrib-
ers investing in model portfolio funds on ad hoc basis.

Fidelity Select Portfolio® Funds: A group of 41 equity
mutual funds that focus their investments on a particular
sector or industry group.

Fidelity Spartan 500 Index® Fund: Seeks to provide
investment results corresponding to the total return of
common stocks publicly traded in the U.S., as repre-
sented by the Standard & Poor's 500 Index (S&P 500°).

Fidelity Spartan® Total Market Index Fund: Seeks to
provide investment results corresponding to the total
return of a broad range of U.S. stocks. The fund nor-
mally invests at least 80% of the fund's assets in com-
mon stocks included in the Dow Jones Wilshire 5000.

Fund Style: Fund style information obtained from
Morningstar, Inc. at http://www.morningstar.com.

Liquidity: Degree to which an ETF can be traded with-
out affecting the ETF's price. ETFs with limited liquidity
tend to have higher bid-ask spreads.

Minimum holding period: For no transaction fee
(NTF) funds, minimum number of days or months a
fund needs to be held to avoid both fund’s short-term
redemption fee and broker’s transaction fee.

Risk Rating: AlphaProfit’s classification of Fidelity Se-
lect Funds into 3 categories, 'Above Average',
'Average’, and 'Below Average' based on the fund's
standard deviation of returns over the last 8 years.
Shorter history is used for newer funds.

Sharpe Ratio: A commonly used measure of risk ad-
justed return. This ratio is calculated using the formula,
(portfolio return minus risk free return)/standard devia-
tion of portfolio return. The return on the Vanguard®
Prime Money Market Fund is used as a measure of risk
free return.

S&P 500°: A market-capitalization weighted index of
500 stocks chosen by Standard and Poor’s, Inc. It is
used as a benchmark of U.S. equity performance.

ValuM™ |nvestment Process: The proprietary proc-
ess used by AlphaProfit Investments, LLC to select in-
vestments. The investment process selects sector
funds for including in the model portfolios based on the
sector’'s momentum, valuation, and news quality.
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