
The Oracle of Omaha Speaks about the US economy 

IPSCO, Inc. produces steel products in Can-
ada and the United States. It offers primary 
and secondary manufactured steel products, 
such as carbon steel slabs, discrete plates and 
coils, cut plates, and finished tubular prod-
ucts. The company’s steel and pipe products 
are used in various applications, including 
railroad cars, barges, ships, storage tanks, 
bridges, structural poles, and other products. 
Its tubular products include pipes for low 
pressure distribution; oil and gas well casing 
and tubing; pipes for gathering oil and gas 
from wells, transmitting these products long 
distances, and for final distribution to end-
customers; and products for building, manu-
facturing, and construction applications. 
IPSCO has various metal scrap collection 
sites principally in western Canada. It sells 
its products through direct sales staff and 

distributors. The company was founded by J. 
W. (Bill) Sharp in 1956 as Prairie Pipe Manu-
facturing Company, Ltd., and the name 
changed to IPSCO, Inc. in 1984. The com-
pany is headquartered in Regina, Canada. $ 

Warren Buffett, during May’s annual 
shareholder meeting of his holding 
company Berkshire Hathaway, shared 
his opinion on many facets of our 
economy in regard to politics and 
investing.  Sometimes called a sage, 
Buffett—second only to Bill Gates in 
terms of Net Worth—had some “quips of 
wisdom” I’d like to share with you 
regarding the trade deficit and value of 
the US Dollar: 
 

“It seems to me that a $618 billion trade 
deficit, rich as we are, strong as this 
country is, well, something will have to 
happen that will change that. Most 
economists will still say some kind of soft 
landing is possible. I don't know what a 
soft landing is exactly, in how the 
numbers come down softly from levels 
like these.…” The US is “like an incredibly 

rich family that owns so much land they 
can't travel to the ends of their domain. 
They sit on the front porch and consume a 
little bit of everything that comes in, all 
the riches of the land, and they consume 
roughly 6 percent more than they 
produce. And they pay for it by selling off 
land at the edge of the landholdings that 
they can't see. They trade away a little 
piece every day or take out a mortgage on 
a piece.”  
 

"I have a hard time thinking of any 
outcome from this that involves an 
appreciating dollar.” [But, Buffett later 
added, he is not predicting an end to U.S. 
economic power.] I'm not pessimistic 
about the U.S. at all.... We have over 80 
percent of our money tied to the dollar. 
It's not like we've left the country."   We 
won’t be leaving the country either—

Stock Profile — IPSCO (IPS) 

 

One Year Returns 
 

• Dow Jones Industrial 

30 Average :   
    -1.54 % 

 

• Standard & Poor’s 500 

Index:  
    4.43 % 

 

• Nasdaq Composite In-

dex:   
    0.45 % 

 

• Russell 2000 Small 

Company Index:  
    8.14 % 

 

• Sommers Finanical 

Management’s MODEL 

PORTFOLIO (see next 

page for an update):    
   25.3 % 
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IPS Statistics 
 

Market Capitalization  $  2.09B   

Fwd. Price-Earnings Ratio        4.5 
 

P/E to Growth (PEG)      0.21 
 

Operating Margin     26.7 % 
 

Net Profit Margin     17.9 % 
 

Debt/Equity       0.26 
 

5-yr Proj. Earnings Growth      21 % 
 

5-year Beta (volatility)      1.06 
 

Return on Stockholder Equity   36.4 % 

A Quarterly Newsletter from Sommers Financial Management 

UPCOMING HEADLINE: 
Sommers 

Financial Expands! 
(call for early details) 



The Model Portfolio in the second quarter 
bounced back from a rough beginning of 2005, as 
did the entire market.  My synopsis of the trans-
actions this quarter will be abbreviated, as I feel 
the need to disclose and explain the Model Port-
folio to my clients and prospective investors.   
Many clients have asked why their portfolio’s 
performance doesn’t mirror the model portfolio.  
In answer: Each client’s portfolio is allocated and 
balanced based on personal risk tolerance, time 
horizon, personal preferences, and account value.  
The Model Portfolio was created as a way for me 
to test my analysis in ranking attractive equity 
issues.  The portfolio does not take into consid-
eration market cap, industry diversification, in-
ternational exposure, or fixed-income invest-
ments.  It is simply the top 24 most attractive 
stocks according to my proprietary analysis.   
If a client specifically requests a portfolio that 
mimics the Model Portfolio, I try to convince 
them that proper diversification will lessen the 
volatility and allow them to reach their goals 
while allowing both of us to sleep soundly at 
night.  Since the Model Portfolio has only been 
around since June of 2003, I can’t say that the 
volatility has been unbearable.  However, I pre-
dict that since this portfolio only includes stocks, 
and is not properly diversified (diversification is a 
risk-reducing strategy), that it will swing down 
farther than the market in a downturn, just as it 
has swung upward faster than the S&P 500 since 
2003.  We will surely see how bulletproof my fun-
damental analysis is during the next bear mar-
ket—as it is my goal to have the best investments 
continue to rise to the top of my list due to their 
attractiveness no matter the market sentiment.   
If any client would like to discuss the Model Port-
folio in further detail, please don’t hesitate to call 
me at (503) 397-1545 and I will give you all the 
details you desire.    
Outgoing stocks this quarter included: 
• Allergan 

• Federated Investors 

• International Gaming 
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• MBNA Bank 

• US Bank 

• Winnebago 

• Washington Mutual 

Incoming stocks to the portfolio this quarter in-
clude: 
• Lennar 

• Minnesota Mining (3M)  

• Merck 

• National City Corp 

• Nokia 

• PetroChina 

• Steel Dynamics 

 
     Company Name        Symbol      Industry   SFM Rank 
 
   China Nat’l Drilling CEO Chinese Gas/Energy   8 
   Colgate-Palmolive CL Consumer Products   4 
   DR Horton  DHI Homebuilder  26 
   Doral Financial  DRL Financial Services   9 
   Forest Labs  FRX Generic Drugs  14 
   Harley Davidson HDI Motorcycle Manufacturer 12 
   H&R Block  HRB Tax Preparer  19 
   Ipsco   IPS Steel Manufacturer   3 
   J2 Global  JCOM Technology/E-commerce 16 
   Johnson & Johnson JNJ Consumer Healthcare 17 
   KOS Pharmaceutical KOSP Biotech/Pharm  24 
   Lennar   LEN Homebuilder  21 
   Linear Technology LLTC Semiconductors/Tech   7 
   Merck   MRK Major Pharma  18 
   3M   MMM Conglomerate  23 
   Nokia   NOK Wireless Telecom 20 
   New Frontier Media NOOF Entertainment  22 
   NetEase.com  NTES Chinese Internet  15 
   NVR, Inc.  NVR Homebuilder    5 
   Oracle   ORCL Computer Software 25 
   SEI Investments SEIC Asset Management 13 
   Steel Dynamics  STLD Steel Manufacturer 10 

Returns for the Model Portfolio versus the S&P 500 Index 

   Model Portfolio            S&P 500 

This Quarter     2.9 %    0.9 % 

One Year   25.3 %    4.4 % 

Since Inception 6/01/2003  66.5 %  23.2 % 



<<

  /ASCII85EncodePages false

  /AllowTransparency false

  /AutoPositionEPSFiles true

  /AutoRotatePages /None

  /Binding /Left

  /CalGrayProfile (Dot Gain 20%)

  /CalRGBProfile (sRGB IEC61966-2.1)

  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)

  /sRGBProfile (sRGB IEC61966-2.1)

  /CannotEmbedFontPolicy /Error

  /CompatibilityLevel 1.4

  /CompressObjects /Tags

  /CompressPages true

  /ConvertImagesToIndexed true

  /PassThroughJPEGImages true

  /CreateJDFFile false

  /CreateJobTicket false

  /DefaultRenderingIntent /Default

  /DetectBlends true

  /DetectCurves 0.0000

  /ColorConversionStrategy /CMYK

  /DoThumbnails false

  /EmbedAllFonts true

  /EmbedOpenType false

  /ParseICCProfilesInComments true

  /EmbedJobOptions true

  /DSCReportingLevel 0

  /EmitDSCWarnings false

  /EndPage -1

  /ImageMemory 1048576

  /LockDistillerParams false

  /MaxSubsetPct 100

  /Optimize true

  /OPM 1

  /ParseDSCComments true

  /ParseDSCCommentsForDocInfo true

  /PreserveCopyPage true

  /PreserveDICMYKValues true

  /PreserveEPSInfo true

  /PreserveFlatness true

  /PreserveHalftoneInfo false

  /PreserveOPIComments true

  /PreserveOverprintSettings true

  /StartPage 1

  /SubsetFonts true

  /TransferFunctionInfo /Apply

  /UCRandBGInfo /Preserve

  /UsePrologue false

  /ColorSettingsFile ()

  /AlwaysEmbed [ true

  ]

  /NeverEmbed [ true

  ]

  /AntiAliasColorImages false

  /CropColorImages true

  /ColorImageMinResolution 300

  /ColorImageMinResolutionPolicy /OK

  /DownsampleColorImages true

  /ColorImageDownsampleType /Bicubic

  /ColorImageResolution 300

  /ColorImageDepth -1

  /ColorImageMinDownsampleDepth 1

  /ColorImageDownsampleThreshold 1.50000

  /EncodeColorImages true

  /ColorImageFilter /DCTEncode

  /AutoFilterColorImages true

  /ColorImageAutoFilterStrategy /JPEG

  /ColorACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /ColorImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000ColorACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000ColorImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasGrayImages false

  /CropGrayImages true

  /GrayImageMinResolution 300

  /GrayImageMinResolutionPolicy /OK

  /DownsampleGrayImages true

  /GrayImageDownsampleType /Bicubic

  /GrayImageResolution 300

  /GrayImageDepth -1

  /GrayImageMinDownsampleDepth 2

  /GrayImageDownsampleThreshold 1.50000

  /EncodeGrayImages true

  /GrayImageFilter /DCTEncode

  /AutoFilterGrayImages true

  /GrayImageAutoFilterStrategy /JPEG

  /GrayACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /GrayImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000GrayACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000GrayImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasMonoImages false

  /CropMonoImages true

  /MonoImageMinResolution 1200

  /MonoImageMinResolutionPolicy /OK

  /DownsampleMonoImages true

  /MonoImageDownsampleType /Bicubic

  /MonoImageResolution 1200

  /MonoImageDepth -1

  /MonoImageDownsampleThreshold 1.50000

  /EncodeMonoImages true

  /MonoImageFilter /CCITTFaxEncode

  /MonoImageDict <<

    /K -1

  >>

  /AllowPSXObjects false

  /CheckCompliance [

    /None

  ]

  /PDFX1aCheck false

  /PDFX3Check false

  /PDFXCompliantPDFOnly false

  /PDFXNoTrimBoxError true

  /PDFXTrimBoxToMediaBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXSetBleedBoxToMediaBox true

  /PDFXBleedBoxToTrimBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXOutputIntentProfile ()

  /PDFXOutputConditionIdentifier ()

  /PDFXOutputCondition ()

  /PDFXRegistryName ()

  /PDFXTrapped /False



  /Description <<

    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>

    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>

    /DAN <>

    /DEU <>

    /ESP <>

    /FRA <>

    /ITA <>

    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>

    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>

    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)

    /NOR <>

    /PTB <>

    /SUO <>

    /SVE <>

    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)

  >>

  /Namespace [

    (Adobe)

    (Common)

    (1.0)

  ]

  /OtherNamespaces [

    <<

      /AsReaderSpreads false

      /CropImagesToFrames true

      /ErrorControl /WarnAndContinue

      /FlattenerIgnoreSpreadOverrides false

      /IncludeGuidesGrids false

      /IncludeNonPrinting false

      /IncludeSlug false

      /Namespace [

        (Adobe)

        (InDesign)

        (4.0)

      ]

      /OmitPlacedBitmaps false

      /OmitPlacedEPS false

      /OmitPlacedPDF false

      /SimulateOverprint /Legacy

    >>

    <<

      /AddBleedMarks false

      /AddColorBars false

      /AddCropMarks false

      /AddPageInfo false

      /AddRegMarks false

      /ConvertColors /ConvertToCMYK

      /DestinationProfileName ()

      /DestinationProfileSelector /DocumentCMYK

      /Downsample16BitImages true

      /FlattenerPreset <<

        /PresetSelector /MediumResolution

      >>

      /FormElements false

      /GenerateStructure false

      /IncludeBookmarks false

      /IncludeHyperlinks false

      /IncludeInteractive false

      /IncludeLayers false

      /IncludeProfiles false

      /MultimediaHandling /UseObjectSettings

      /Namespace [

        (Adobe)

        (CreativeSuite)

        (2.0)

      ]

      /PDFXOutputIntentProfileSelector /DocumentCMYK

      /PreserveEditing true

      /UntaggedCMYKHandling /LeaveUntagged

      /UntaggedRGBHandling /UseDocumentProfile

      /UseDocumentBleed false

    >>

  ]

>> setdistillerparams

<<

  /HWResolution [2400 2400]

  /PageSize [612.000 792.000]

>> setpagedevice



