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Discussion topics

• Market Update
• Recent Activity
• Portfolio Highlights
• Outlook
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Lateef vs. S&P 500

1Q 10 1 Year 3 Year 5 Year 10 Year** 15 Year 

Lateef* 5.3 45.7 -2.1 4.1 6.0 13.3

S&P 500 5.4 49.8 -4.2 1.9 -0.7 7.5

Russell 3000 5.9 52.4 -4.0 2.4 -0.1 7.9

* Lateef Non-Taxable All-Cap Growth Equity composite (net of fees) as of March 31, 2010

** Lateef is ranked the #1 All Cap Manager of the Decade through 12/31/09 by the Plan Sponsor Network (PSN).  PSN has approximately 2,000 investment 
managers in its database, which covers more than 12,000 investment products.                       
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Portfolio Highlights

1Q Leaders 1Q Laggards

1) BRK +23.7%
2) AFL +18.0%
3) AMG +17 3%

1) QCOM -8.9%
2) TDC -8.1%
3) SU 7 5%3) AMG +17.3%

4) ESI +17.2% 
5) COL +13.5%

3) SU -7.5%
4) CHRW -4.5%
5) ECL -1.1%
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Patience

In 2009, Berkshire Hathaway (BRK) and ITT Educational 
Services (ESI) were up 2% for the year despite strong 
fundamentals. 

In the first quarter of 2010, Berkshire was up 23% and ITT 
Ed ti l S i 17%Educational Services was up 17%.
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New Investment- State Street (STT)

State Street is a custody bank that provides outsourcing services (~85% 
revenue) to asset managers and provides low cost asset management services 
(~15% revenue) through their State Street Global Advisors platform (index &( 15% revenue) through their State Street Global Advisors platform (index & 
ETF).

Competitive Advantages – 1) Scale in both businesses $18 trillion in assets under 
custody and $1.9 trillion in assets under management 2) Technology 
investments – State Street spends 20-25% of operating expenses on 
technology.

Business Highlights
• Recurring revenue – over 80% recurring revenue, top 100 customers use 13.5 

products, historically 5% of their revenue growth is from cross-selling.
• Long term goals: Revenue 8-12%, EPS 10-15%, ROE 14-17%
V l ti At $44 STT i lli t 11 ’09 i
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Valuation – At $44, STT is selling at 11x ’09 earnings



Sell – Fastenal (FAST)

Valuation – At $45 we believe FAST is fairly to slightly 
over-valued. $45 represents 30x 2010 EPS estimates of 
$1.49.

Potential new store slowdown – FAST has historically 
t t h lth li N t i i lgrown new stores at a healthy clip. Not surprisingly, 

they have slowed this down over the past two years. 
However, we are not certain as to when and what rate ,
they will resume new store growth. 

8



Trim – Berkshire Hathaway (BRK.B)

Valuation – With the stock 
split for the Burlington 
Northern acquisition and 
inclusion of Berkshire 
into the S&P 500into the S&P 500, 
Berkshire rallied ~25% in 
the first quarter. We 
trimmed BRK from an 
overweight position to a 
normal weight Source: Bloomberg
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Outlook

• Asset flows – stocks vs. bonds?
• GDP, corporate profits and stock pricesGDP, corporate profits and stock prices
• Signs of stabilization
• Corporate balance sheet strongp g
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Asst Flows – Stocks vs. Bonds?
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Asst Flows – Stocks vs. Bonds?
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Market still trailing the economic recovery
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Quality next move up?
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Cash Build

• Corporate cash & 
equivalents rose 39% in 
the last two years to $1 07the last two years to $1.07 
trillion to 11.4% of assets 
from 8.5%.

• Look for increased• Look for increased 
buybacks and mergers and 
acquisitions.

Source: Bloomberg
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Portfolio Characteristics

• 70% of our companies earned more in 2009 than in 2007
– S&P 500 earnings fell 31% during this time g g

• 80% of our companies are expected to earn more in 
2010 than in 2007
– S&P 500 2010 earnings 10% less than 2007

• 6% free cash flow yield
• Over 35% upside from current valuations• Over 35% upside from current valuations
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Disclaimer
The information in this presentation was prepared by Lateef Investment
Management, L.P.(“Lateef”). The information is believed by Lateef to be reliable
and has been obtained from both public and private sources believed to be
reliable. Lateef makes no representation as to the accuracy or completeness of
such information. Opinions, estimates and projections in this presentation
constitute the current judgment of Lateef and are subject to change without
notice. Lateef has no obligation to update, modify or amend this presentation, or
to otherwise notify a reader thereof, in the event that any matter stated herein,
or any opinion, projection, forecast or estimate set forth herein, changes or
subsequently becomes inaccurate.

Past performance is not necessarily indicative of future results. This
presentation is provided for informational purposes only.
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