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In  what may  be a surprise  to 
many, ChinaÕs long-held position as 
the worldÕs most  populous country 
is projected to come to an  end by 
2025, when  rapidly  growing IndiaÕs 
population is expected to surpass 
that  of  ChinaÕs.  While  demographic 
experts have long been  aware of  this 
impending shift, recently  released 
projections have moved the date for 
the expected shift earlier. 

The U.S. Census Bureau last 
month released revised population 
estimations for  21  countries, in 
which  it  determined that ChinaÕs 
population is projected to peak  at 
slightly  less than 1.4 billion people 

Global  equity  markets continue to support  our  belief 
that  they  will  march higher  until  April  (Please see  our 
2010 Market  Outlook issue).  The S& P 500 posted daily 
gains for the first five days of  2010, marking the fourth 
time this has occurred since 1928.  Many  investors believe 
that  Òhow goes the first  five days, goes the year,Ó which 
does have a 75 percent success rate  in terms of  predicting 
whether  stocks will  be up  or  down by  year  end, and gives 
further support to our  view  that  2010 will  be a positiveÐ
though bumpyÐyear for stocks.

Another  indicator  currently  supporting the bulls is 
Ònew market  highs.Ó  Ned Davis 
Research has found that since 
1967  weekly  new  highs peaked out 
prior  to each bull  market top  by  a 
median lead time of  33.6 weeks.  
The current  weekly  top in Ònew 
market highsÕ was posted on 
January  8, at 26.7  percent, and no 
market peak  has formed with  25 
percent  or  more stocks hitting new 
highs.  The median  percentage  at 
important tops is 10.9 percent new 

highs versus the current  reading of  25.1  percent.  We 
continue to run cautiously  with the  bulls, with  a stop loss 
at 1080 on the S&P 500.

Worldwide personal  computer  sales grew by  15.2 
percent to 85.8 million units (20.7  million, U.S.) in the 
fourth quarter  of  2009, according to the International  Data 
Group, which attributed pent  up  demand and lower  prices 
for  the leap  in sales.  Hewlett-Packard was the top  vendor 
with a 21  percent  market share, followed by  Acer at 13.4 
percent.  Information technology  consultant Gartner  Inc. 
sees more people surfing the Web  via mobile phones 

(iPhones?) by  2013 than PCs.  It 
estimates that  the total  number of 
PCs at that point will  approach 1.78 
billion, versus 1.82 billion or  more 
smart or web-enabled phones.

Apple Macs lost market share 
over  the period.  Why? Macs are 
too expens ive, and today 's 
bestselling computers sell  for 
about one-third the cost of 
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in  2026, and that IndiaÕs population 
will  surpass that of  ChinaÕs in 2025.  
As of  the end of 2009, the Census 
Bureau  estimates ChinaÕs population 
at  1,323,591,583, and IndiaÕs at 
1,156,897,766. 

ChinaÕs population growth  rate 
has been declining for  many  years 
due to declining fertility.  The 
countryÕs total  fertility  rateÐthe 
number of births a women is 
expected to have in her  lifetimeÐwas 
estimated at  2.2 in  1990, 1.8 in 1995, 
and less than 1.6 since 2000.  The 
countryÕs population growth rate 
stands at 0.5 percent annually.

IndiaÕs population growth rate is 
estimated at  about 1.4 percent, 
nearly  three times that  of China.  
IndiaÕs tota l  fer t i l i ty  rate is 
estimated at  a current 2.7, but is 
projected to decline slowly. 

The Census Bureau data also 
estimates that new  entrants into 
ChinaÕs labor  force may  be near  its 
peak, as the population of Chinese 
20- to 24-year-olds is projected to 
peak  at  124 million this year.  IndiaÕs 

population of  20- to 
24-year-olds is not 
expected to peak until 
2024, when it  hits 116 
million.  

Despite ChinaÕs 
shr ink ing younger 
population, its labor 
force  may  continue to 
grow  for  a few  more 
y e a r s , a s t h e 
population ages 20 to 
59 is not  expected to 
peak  until  2016, when 
it  is projected to reach 
8 3 1  m i l l i o n , a n 
increase  of 24 million 
over the current level.  

ÒGiven that  China and India 
together  account  for  37  percent  of 
the worldÕs populat ion, their 
demographic  trends have major 
i m p l i c a t i o n s f o r  w o r l d w i d e 
population change,Ó noted the 
Census Bureau  in  releasing its 
revised figures.  Population changes 
also hold inherent  major  economic 
implications.  ÒThese changes in 

ChinaÕs age structure may  affect  its 
e c o n o m i c g r o w t h a n d 
competit iveness in the world 
market,Ó said Census Bureau 
demographer Daniel Goodkind. 

And this provides further 
support  for  our  contrarian belief 
that  democratic  India will  emerge as 
the economic powerhouse of  Asia, as 
opposed to autocratic China.     

Market Watch

The health care sector  has been 
the best  performing sector  since last 
September.  This is perhaps an 
indication that  the market  is 
beginning to sense better  days ahead 
in  a post-failed health care reform 
environment. 

The estimated year-over-year 
earnings growth  in Q4 2009 is 
expected to be 62.1%, according to 
Bespoke Investment  Group.  The 
biggest contributors to earnings will 
be Financia ls (+120.1%) and 
Materials (+94.4%).  The only  other 
sectors expected to post positive 
results are Technology  (+30.5%) 
and Consumer  Discre t ionary 
(+7.7%).  Energy  (-25.4%) is 
expected to have the biggest  drag on 
earnings.
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Shares in Bare Escentuals Inc. 
(BARE), which  we picked up for  our 
model  Beacon Master  Portfolio in 
October, gained more than 40 
percent  in Friday  trading on news 
that  Japanese cosmetics giant 
Shiseido is acquiring the company 
for  $1.7  billion in cash, or  $18.20 
per share, a 40 percent  premium 
over  the previous dayÕs closing price 
of $12.74.

We picked up shares for  the 
model  portfolio in mid-October  at 
$13.12.  The buy  out  gave our BARE 
position in the model  portfolio a 
profit  of  more than 38 percent, 
after  we sold on the news at 
FridayÕs closing price of $18.07.

Our  purchase for the model 
portfolio was based primarily  on 
demographics, as we believe the 
potential  U.S. customer  base for 

cosmetics is about  to experience 
significant  expansion as female 
members of  the secondÐand largerÐ
half (those born 1975 to 1984) of 
G e n e r a t i o n X a r e 
e n t e r i n g t h e p e a k 
spending years for 
cosmetics, perfume and 
bath  products.  This 
e x p a n d i n g U . S . 
customer base is being 
significantly  enhanced 
by  the rising population 
o f  U . S . H i s p a n i c 
women, who on average 
spend 28 percent more 
on cosmetics, perfumes 
and bath products than 
o t h e r  c u s t o m e r s .  
Furthermore, Gen. X 
females will  be followed 
by  those from the even 

larger  Gen. Y (born  1985 to 2004), 
which  should give the entire female 
beauty  care  sector  a boost  for  at 
least the next 15 years.

Bare Escentuals Gains 40 Percent on News of Japanese Buyout

The Informed Investor

mainstream Macs.  It  seems the 
economic downturn has finally  hit 
home for  Apple.  Though the 
company's Mac sales in the fourth 
quarter  were strong, growth could 
not  keep up with the wider  industry, 
where personal  computer  sales 
jumped 25 percent  in the fourth 
quarter.  In  the third quarter  of 
2009, Mac commanded a 9.1 percent 
market  share in the U.S., and many 

Apple  fanatics believed that  the 10 
percent barrier  would be breached by 
year  end.  However, in  the  fourth 
quarter  Mac  took  only  7.4 percent of 
all  U.S. personal  computer  sales (less 
than the 7.5 percent in the  same 
quarter  a year  ago.).  Apple reports 
first  quarter  earnings on January  25, 
2010.  Consensus EPS is $2.05.

Our  models continue to stress 
caution during the expected positive 

time frame of  January-April  due to 
short-term valuation  and sentiment 
concerns (see charts below).  Rather 
than chasing over-believed, short-
term themes, we have chosen to 
stick  with companies that  have 
attractive price  to sales ratios (below 
1.0), improving return on equity 
(above 14), and those that  are 
tapping growing generat ional 
demand. 

Markets  continued from page 1
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Model Beacon Master Portfolio Date 19 Jan Õ10

Ticker Name P/S Cost Price No. % of Fund Value G/L G/L %
Bonds, Gold and other 8.3%

UUP PowerShares US Dollar ETF 22.8 22.8 1,931 2.4% 44,104 58 0.1%

HYG IShares High Yield Corporate Bond ETF 83.2 89.1 1,183 5.8% 105,429 6,968 7.1%

Technology and Telecoms 2.2%
AAPL Apple Inc. 4.8 0 0%

SWKS Skyworks Solutions 2.5 12.4 14.9 2,684 2.2% 39,884 6,576 19.7%

Consumer Discretionary 26.2%
AMZN Amazon.com 2.6 0 0%
SNE Sony 0.4 29.8 34.0 1,175 2.2% 39,938 4,923 14.1%
ROST Ross Stores 0.8 43.4 45.8 784 2.0% 35,892 1,905 5.6%
PLCE ChildrenÕs Place Retail Stores 0.7 29.9 35.0 1,268 2.5% 44,367 6,467 17.1%

ARO Aeropostale 1.0 32.9 34.5 1,210 2.3% 41,733 1,960 4.9%

PSUN Pacific Sunwear of California 0.2 3.5 3.9 9,714 2.1% 38,176 4,371 12.9%

ZQK Quicksilver 0.1 2.3 2.4 15,486 2.0% 36,547 1,549 4.4%

PSS Collective Brands 0.4 21.0 21.6 1,785 2.1% 38,520 1,035 2.8%

BOOT LaCrosse Footwear 0.5 13.9 13.4 2,516 1.9% 33,589 -1,409 -4.0%

CMG Chipotle Mexican Grill 1.9 81.0 99.0 447 2.4% 44,266 8,059 22.3%

BWLD Buffalo Wild Wings 1.3 40.9 46.2 978 2.5% 45,203 5,223 13.1%

LRN K-12 1.6 20.3 20.3 2,230 2.5% 45,358 89 0.2%

SCSS Select Comfort 0.5 6.8 6.8 4,438 1.7% 30,312 311 1.0%

Model  Beacon Master  Portfolio 
holdings Wells Fargo & Co.  and 
Skyworks Solutions Inc.  are 
reporting fourth quarter  2009 
earnings this week.  Wells Fargo 
reported net earnings of $2.82 billion, 
or  8 cents per  share prior  to this 
morningÕs market open.  Skyworks is 

slated to report today  after  the 
market close, with consensus 
estimates at 25 cents per share.   

The estimated year-over-year 
earnings growth for the  S&P 500 in 
Q4 2009 is expected to be 62.1%, 
according to Bespoke Investment 
Group.  The biggest  contributors to 

e a rn i ng s w i l l  b e F i nanc i a l s 
(+120.1%) and Materials (+94.4%).  
The only  other sectors expected to 
post  positive results are  Technology 
( + 3 0 . 5 % ) a n d C o n s u m e r 
Discretionary  (+7.7%).  Energy 
(-25.4%) is expected to have the 
biggest drag on earnings.

Model Portfolio Earnings Preview

Model Beacon Master Portfolio Transactions
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Industrials 7.0%

XLI SPDR Industrial Sector Index Fund ETF 22.8 29.4 1,752 2.8% 51,421 11,423 28.6%

LLL L-3 Communications Holdings 0.6 88.5 89.6 384 1.9% 34,399 415 1.2%

AGCO AGCO Corp 0.5 30.5 34.6 1,156 2.2% 40,021 4,809 13.7%

Energy and Materials 18.3%

BP BP 0.6 52.6 62.3 750 2.6% 46,725 7,245 18.4%

NBR Nabors Inds 2.3 24.0 26.5 1,041 1.5% 27,534 2,550 10.2%

MOO Market Vectors Agribusiness ETF 44.7 46.1 782 2.0% 36,058 1,079 3.1%

RJA Rogers Agriculture ETN 8.1 7.6 4,337 1.8% 32,961 -2,038 -5.8%

KOL Market Vectors Coal ETF 35.5 39.4 1,238 2.7% 48,802 4,803 10.9%

BTU Peabody Energy 0.6 42.0 49.4 950 2.6% 46,930 7,002 17.5%

TSE:NEM MNeo Material Technologies 2.5 4.5 4.5 6,450 1.6% 29,025 129 0.4%

DE:WUC Western Lithium Canada 2.0 2.0 11,282 1.3% 23,015 1,015 4.6%

NLR Market Vectors Nuclear Energy 23.7 23.9 1,686 2.2% 40,279 253 0.6%

Financials 9.6%

TD Toronto-Domion Bank 3.0 63.2 62.2 549 1.9% 34,131 -549 -1.6%

WFC Wells Fargo & Co. 1.4 18.2 28.3 1,375 2.2% 38,885 13,888 55.6%

RKH Merrill Lynch Regional Bank ETF 63.6 81.3 471 2.1% 38,311 8,374 28.0%

Health Care 3.4%

HUM Humana 0.3 49.3 51.9 609 1.7% 31,577 1,553 5.2%

AET Aetna 0.4 32.2 32.6 931 1.7% 30,341 363 1.2%

Consumer Staples 15.2%

SJM J.M.Smucker 1.3 56.0 62.4 714 2.5% 44,539 4,555 11.4%

SAM Boston Beer Co. Cl A 1.1 25.9 48.3 1,080 2.9% 52,110 24,127 86.2%

THS TreeHouse Foods 0.8 40.2 40.6 746 1.7% 30,288 313 1.0%

WVVI Willamette Valley Vineyards 1.1 3.3 3.8 11,079 2.3% 42,100 5,650 15.5%

WFMI Whole Foods Market 0.6 30.5 28.7 1,256 2.0% 36,072 -2,211 -5.8%

HFL Herbalife 1.0 44.8 44.8 781 1.9% 34,981 16 0.0%

NUS Nu Skin 1.2 15.3 26.6 1,308 1.9% 34,767 14,767 73.8%

Developed Overseas Markets 2.9%

EWJ iShares MSCI Japan ETF 10.0 10.5 5,000 2.9% 52,400 2,400 4.8%

Emerging Markets 9.0%

PLND Market Vectors Poland ETF 23.9 26.1 2,000 2.9% 52,200 4,400 9.2%

TUR ishares MSCI Turkey Market Index Fund ETFishares MSCI Turkey Market Index Fund ETF 49.6 59.1 960 3.1% 56,726 9,158 19.3%

IIF MS India Investment Fund ETF 22.6 24.0 2,213 2.9% 53,112 3,120 6.2%

Cash 1.3% 24,347

Value of Model Beacon Master PortfolioValue of Model Beacon Master Portfolio 1,811,117

Performance Comparison from December 5, 2008Performance Comparison from December 5, 2008Performance Comparison from December 5, 2008

Model Beacon Master Portfolio 81.1%

S&P Global 100 Index (IOO) 28.7%

Ticker Name P/S Cost Price No. % of Fund Value G/L G/L %
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The Age Curve Weekly Focus is published by Age Curve 
Consulting and Beacon Asset Managers.  Our publications are 
designed to give further insight into how our investment tool kit 
of Ò3 beaconsÓÐdemographics, valuation and sentimentÐcan be 
used to both discover undervalued assets and to help preserve 
capital during the current Ògenerational opportunity.Ó 
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