KEN FISHER Bxeisis)ite strategy

If Forbes Magazine's Portfoho Strategy colummst and Fisher
Investments chief executive Ken Fisher is to be believed, American
stocks will prove a good buy in 2007 as we move into the third year of
President Bush'’s term. Historically this has proved a positive year in the
presidential cycle, so buy now while uncertainty prevails

Fear of the unknown

Readers objected to my September column.
1 predicted the Democrats wouldn't gain con-
trol of Congress in America this November,
and current fears that they would will fade -
which is bullish. Everywhere you read that
I'm wrong. Markets hate political
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in the midst of the 1929-1932 crash and
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Presidents’ terms have only had five
negative years ever.

In America political risk aver-
sion and market risk are highest
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either house of Congress, so polit-
ical risk fears will fade and you
should buy now.

So? Suppose I'm wrong. 1 can only be
wrong three ways. One is the Democrats
take one house of Congress but not both.
Another is they take both houses but only
by a slight majority. And the third is they
make a huge sweep and take both houses
by a lot. There is no other possibility.

Unless they take both by a lot, what you
will get afterwards is gridlock, like the late
1990s when the Republicans had Congress
and Clinton was President. And markets
love gridlock because nothing much hap-
pens. Still bullish! The only political risk to
really disturb markets is the Democrats win-
ning both houses by a lot, enough to maybe
ride roughshod over threatened Bush vetos.
If that happens in this election [ will quit
my column. Won't happen! There aren't
close to enough iffy seats for that. I refer
you back to last month's column for why.
But if I can be that wrong, I shouldn't be
your columnist.

Still, there is another point to consider.
We are close to year-end. And next year is
the third year of Bush's term. In the entire
history of the S&P 500, back to 1925, there
have only been two times ever the third year
of a President’s term has been negative, and

America’s Headwaters Inc
develops technologies that turn
coal waste into merchantable fuel. Coal
makes up 23% of America's energy supply
now, so the potential for waste conversion
is huge, tied to a tax credit for recovered
coal dust as a synthetic fuel - which won't
go away. They are also moving into etha-
nol — another subsidy. Think of this as
an 11 times earnings play on the US
taxpayer. This is another one where if
they don't get the stock up it is likely
someone will take it over. There is no
control block to stop it.
France’s Compagnie
Generale de Geophysique
provides seismic and geo-
physical services to oil and
gas companies. As long
as oil prices remain
generally firm, which
they will as long
as the economy
doesn't  Dbadly
sour,  demand
from exploration
and reservoir man-
agement firms will be
strong, making the stock
cheap at 14 times earnings.
Finally, two Canadian stocks.

Enbridge runs the world's longest petro-
leum pipeline. Fully 75% of western
Canada’s crude oil passes through its sys-
tem and hence it is a perfect energy play.
It also distributes oil and gas to two mil-
lion consumers including some in America.
At 18 times next year's earnings it still has
some upward room or an acquirer will want
its franchise.

Biovail is a smaller drug company trad-
ing at 10 times earnings because of a recent
court ruling allowing a generic competitor
for its biggest drug, Wellbutrin XL. It's got
proprietary technology in oral time-release
delivery of drugs and is expanding in car-
diovascular, nervous system and pain man-
agement drugs. I see this downdraft as an
opportunity, not a problem.

ken@fisherinvestments.co.uk
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The market predictions and forecasting methodology presented herein do not represent, on their own, the sole method

used by Fisher Investments to make investment recommendations. Other techniques may produce different results and
the results for individual clients and for different periods may vary depending on market conditions and the composition
of their portfolios. Past performance is no assurance of future returns. Investing in securities involves the risk of loss.



