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Fall
Summary

Reported by:
Cynthia McLaughlin

This fall our book club discussed three topics.
September featured morality issues and causes
of the mortgage crisis with Reckless Endanger-
ment: How Outsized Ambition, Greed, and
Corruption Led to Economic Armageddon by
Gretchen Morgenson and Joshua Rosner.

October covered the current and potential fu-
ture status of the U.S. dollar with Barry Eichen-
green’s Exorbitant Privilege: The Rise and Fall of
the Dollar and the Future of the International
Monetary System. November’s highlight was a
paper presented at the recent Financial Man-
agement Association (FMA) meeting proposing
solutions to the current mortgage crisis. The
Mortgage Crisis and Current Housing Market
Practical and Complete Recommended Solution
was authored by Charles Beauchamp, Michael
Ehrlich and Robert Atra, Lee Hayes, Steve Pat-
rick and Rawley Thomas with Contributions by
Linda Halton, Gary Lundeen and Greg Stewart.

We will conclude the year with a December
tradition started last year by reading a classic.
That will be Reminiscences of a Stock Opera-
tor by Edwin Lefévre and Roger Lowenstein on
December 20.

You can join us on LinkedIn by looking for the
group CFA Society of Chicago - Book Club. We
meet on the 3rd Tuesday of each month at
4:00 p.m. Please RSVP for upcoming meetings
by sending an e-mail to BookClub@cfachicago.
org, specifying if you will attend in person at
the CFA Chicago’s office or via teleconference.
Each meeting ends with the announcement of
future readings. Ideas for future books to read
or topics to explore will be welcomed at the
above e-mail address. We hope you soon can
participate! B
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October 11, 2011
Educational Seminar:

Investing Iin
Senior Housing

Reported by:
Peter Marchese, CFA

This well-attended panel discussion featured senior housing industry experts,
including investors, lenders, and operators of facilities. Senior housing (SH) was
characterized as very different from the nursing home model of prior genera-
tions, defined now as a mix of real estate, hospitality, and care for active and
semi-affluent seniors.

The market value of SH investments is $260 billion and growing, with almost
22,000 U.S. properties which combine independent living, assisted living and
nursing care facilities. Demand is growing because of an expanding senior popu-
lation with numerous health care needs and rising acceptance of this new model.
It is relatively inelastic compared to apartment living, since residents are unlikely
to transfer between developments. Many seniors are now more affluent, higher
educated and have fewer available family members to assist with care.

However, supply of new facilities is rising slowly. SH was a resilient real estate
sector during the recession. Returns on both public and private SH investments
outperformed other commercial real estate investments during the past 5 years.
An aging population suggests a strong SH fundamental outlook, with its popular-
ity nonetheless varying regionally. Midwestern and West Coast seniors find the
lifestyle more acceptable, those on the East Coast in dense population centers
less so.

Financing is still challenging. Fannie Mae and Freddie Mac ended funding in
2008. Lenders prefer a 60% to 65% project financing share, a loan-to-value ratio
too low for most equity investors. The sector’s borrowing cost remains rather
high, hurt by a slowing CMBS market. Since the bankruptcy of Erickson Retire-
ment Communities and Sunrise Senior Living’s near bankruptcy in 2009, realiza-
tion is growing it is easier to develop than profitably run a SH facility.

Health care REITs are rising in popularity with equity investors, comprising three
of the 10 largest REITs. They own SH facilities, lease them to operators, and are
driving sector development with new cash from equity investors. But there re-
mains some difference among lenders as to the ideal project type to finance. One
lender on the panel opted for a smaller project with 100 to 120 units. Another
panelist preferred a much larger scale of 200-300 units. Yet all panelists favored
including memory care living units within every project. As dementia patients’
longevity extends, related demand is rising, with new units selling out quickly. B
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News &
Updates

Call for Subject
Matter Experts

The CFA Society of Chicago is com-
piling a database of subject matter
experts (SMEs) who are willing to share
their knowledge and expertise with
members of the media. Your contact
information will NOT be shared directly
with a reporter, instead CFA Chicago
will reach out to you to determine your
interest in participating. Please note, if
your firm requires all media requests to
be handled in-house - you can forward
the requests directly to your media
team. Join the CFA Chicago SME team.

Chicago Live Weekly Classes
by Kaplan Schweser

Level I: Thursdays, Jan.19-May 3

Level Il: Wednesdays, Jan.18-May 2
Level Ill: Mondays, Jan.16-April 30
Instruction is presented by CFA char-
terholders and finance PhDs-the best
personalized instruction in the busi-
ness. This class is available to you live
in Chicago or online from your home or
office. CFA Chicago Members Receive a
10% discount. More Info

Membership Renewal
Reminder

If your membership dues have been
delinquent this year, your account has
lapsed. If you are a Charterholder, this
will mean you are no longer eligible to
use the CFA designation. Log in to your
CFA Institute account to update contact
information and to verify your account
standing.
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November 18, 2011
Educational Initiative:

CFA Instifute Research Challenge
Kicked Off In Chicago

Reported by:
Virginia Pentracosta

CFA Society of Chicago is excited that 10 universities are partici-
pating in its first administration of the CFA Institute Research
Challenge. The Research Challenge is an annual educational
initiative designed to promote best and ethical practices in eq-
uity research to finance and business students through hands-on
mentoring and intensive training in equity analysis. This year,
more than 2500 students from 500 universities worldwide will
participate in local Challenges, leading to the national and global
finals.

The 10 universities that kicked off the competition in Chicago for
the local title were: DePaul University; lllinois Institute of Tech-
nology; Loyola University Chicago; Northern Illinois University;
Northwestern University; Saint Xavier University; University of
Chicago; University of Illinois at Chicago; University of lllinois at
Urbana-Champaign; University of Notre Dame.

“This local Challenge brings together the top universities,
students and investment professionals in a competitive forum
that highlights ethics, professionalism, and the value of a career
in the finance industry,” said Michelle Moreno, CFA, senior vice
president First Analysis and former CFA Chicago Chairman. “This
highly-regarded competition pits the brightest future finance and
business minds against one another.”

The program spans nearly an entire academic semester, and
consists of the following components:

e Training in Research and Report Writing

e Equity analysis of a Public Company

e Mentoring by an CFA credentialed Investment Professional
e Assessment of Written Reports

* Presentation of Research to a Panel of Experts

Founder and CEO of High Pointe Capital Management, Gautam
Dhingra, Ph.D., CFA, said, “We are thrilled that all of the best
schools in the area were eager to participate in the CFA Institute
Research Challenge. Their excitement about this opportunity

is very gratifying for CFA Society of Chicago, as organizers and
sponsors of the competition.”

Zebra Technolo-
gies CEO Anders
Gustafsson gave

a presentation
about his com-
pany to students
from 10 area
universities that
are competing in
the first-ever local
staging of the CFA
Institute Research
Challenge, hosted
by CFA Chicago.

At the Nov. 18 kickoff event in Chicago, the featured company
Zebra Technologies Corporation (NASDAQ: ZBRA) discussed its
leading printer label technology with the students as if Zebra was
pitching an offering of common stock. After a persuasive speech
by Anders Gustafsson, CEO, students asked thought provoking
questions to Gustafsson and his colleagues Mike Smiley, CFO and
Douglas Fox, CFA, VP Investor Relations and Treasurer who also
participated.

Students next met with their industry mentors who are also CFA
Charterholders to talk about what comes next in the competi-
tion. Students must produce a written report of fundamental
company analysis based on a sell-side or independent research
analyst perspective of Zebra. The top teams will then present
their research before a panel of judges who are CFA Charterhold-
ers and experts in equity research on Feb. 16 in Chicago.

The local Challenge winners will receive an internship at Morn-
ingstar, Inc. (NASDAQ: MORN) (subject to usual and customary
HR requirements). In addition, the first, second and third place
teams will receive various prizes sponsored by CFA Chicago. The
winning team will continue on to the regional competition in
New York. Regional champions will then vie for the global title on
April 11 in New York. W
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Educational Panel Discussion:

Entiflements, Austerity, Taxes, and
the Mortgage Crisis

Reported by:
Scott Hagwell, CFA

2011 was an interesting year both in Europe with the accelerat-
ing sovereign debt crisis and the U.S with the Congressional
budget fight and loss of the coveted S&P AAA rating. It featured
terms such as austerity, taxes, and entitlement programs. Media
outlets used them primarily to describe the European debt
crisis, but they are applicable to the U.S. and other countries.
To discuss these world economic challenges and their potential
solutions, the CFA Society of Chicago hosted a panel discussion
featuring members of Practitioner Demand Driven Academic
Research Initiative (PDDARI) of the Financial Management As-
sociation.

Moderated by Rawley Thomas (President of LifeCycle Returns),
the panel included: Michael Falk, CFA of Focus Consulting, Lee
Hayes, CFA of Genesse Investments, and Michael Lindh, CFA of
Nuveen Investments.

Mr. Falk began by defining insurance as protection against
infrequent and significant risks, adding that definition includes
both Social Security and Medicare. He noted the astounding
aggregate projected current costs of both programs pose U.S.
unfunded liabilities of as much as $100 Trillion ($20 for Social
Security and $80 for Medicare). Including these costs, the U.S.
rivals Greece in calculating the debt to GDP ratio.

Mr. Falk next discussed solutions for handling these astronomical
liabilities. His main theme was the simple idea that if you don’t
need it, you don’t get it. He suggested a Medicare fix requires

a complete overhaul of the entire health insurance industry,
removing HMOs and PPOs to make all doctors and hospitals “in-
network” for everyone. Additionally, every person should have
a Health Savings Account (HSA) that is portable and unlinked to
any employer.

Mr. Hayes continued by focusing on U.S. housing issues and eco-
nomic recovery. He noted in a normal housing cycle, prices after
a bubble collapse should rebound. There is a dynamic tension
between lender unwillingness to retain properties which forces

On Nov. 29 Rawley Thomas moderated a panel discussion on
Entitlements, Austerity, Taxes, and the Mortgage Crisis.
Panelists included: Michael Falk, CFA,; Lee Hayes, CFA,; and
Michael Lindh, CFA, CPA.

liquidations yielding proceeds far below what assets could
earn, and which simultaneously provides buyers incentives to
wait for prices to drop. Most banks have written off their real
estate loans, but loans held by the government (FNMA, FHLA,
etc) have not yet been recognized at their true value. As a mar-
ket clearing solution in place of foreclosure, lenders and ho-
meowners could negotiate property rentals at a reduced rate
with the potential to return to the full ownership over time.
Lenders would then have appreciation rights to the recovery
values, receiving such monies upon home refinancing or sale.

Mr. Thomas then briefly referred to tax issues including a
change to a comprehensive flat tax versus the current marginal
system. He demonstrated how taxes inhibit economic growth.
Finally, Mr. Lindh spoke and discussed faith-based public policy.
The event concluded with panelists fielding audience ques-
tions/issues. W
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Career
Progress —
Personal News
from the
Workplace

Reported by:
Greg Gocek, CFA

Have you — been promoted? changed
firms? started a new business? shifted to
a new job function? retired? received a
professional award? made a public talk
related to your job? been quoted in the
media? published an article/monograph/
book?

If you’ve recently experienced these (or
other relevant) work-related possibilities,
feel free to let us know at communica-
tion@cfachicago.org. We’d be happy to
provide a brief update for everyone in
future columns. And for writers/speak-
ers, your content may be featured in a
subsequent newsletter following review of
a submitted abstract.

Here’s our latest installment —
congratulations on career progress!

Job Moves:

Michael Falk, CFA, is now affiliated with
the Focus Consulting Group as a
partnering consultant while continuing his
investment advisory practice at his own
firm.

John Simmons, CFA and Sandra Weiskirch,
CFA, have joined Callan Associates as
Senior Vice President and Vice President/
Director of Investment Analysis respec-
tively, in Callan’s Fund Sponsor Consult-
ing Group. Mr. Simmons is also a current
member of the CFA Chicago Board of
Directors. W

Welcome
New Members

REGULAR

Kristen Asby
Thomas Bina
Drew Buckley
John Leonard
Deep Mandal
Mark Michau
Geoffrey Millewich
Christopher Neill
Peter Newman
Steven Perotti
Robert Raczyla
Jeffrey Smith
Kristen Steffens
James Vesecky
Wei Zhang

Lei Zhou

Colin Beck

Philip Bonardelli
Patrick Crowley
Jason Desmarais
Peggy Gartin

D. Hostetter
Nicholas Jagoda
Frantisek Krepelka
John Mele
George Metrou
Bradley Meyers
Tianhe Mu
Benjamin Murray
Jose Nater Ocasio

REGULAR
CONTINUED

Nat Sanit

David Canfield
Edwin Koopmans
Dima Mostovoy
Mark Phelps

Colin Plunkett
Scott Ruswick
Rashmi Singh
Steven Southwick
John Valentino
Gene Vladimirov
Steven Drews
Lucas Fairborn
Reid Frankenberg
Rajesh Gopinathapai
Ishaan Kapoor
Thadi Murali
Steven Santiago
Adrienne Schoendorf
Timothy Secontine
Robert Stafseth
Jonathan Whitt
James Windsor
Jeffrey Winter
Samuel Zinkan

AFFILIATE
Joshua Chan

Maclovio Pina-Velasco Sandeep Dhuper

David Ratliff
Matthew Reilly
Bain Rumohr
Gustav Rydbeck
Andrew Strauss
Ignacio Tamayo
Rohit Tandon
Aaron Taylor
Daniel Welker
Adam Zingg
Timur Furmanov
Brian Heinimann
Jason Long

Zhijian Dong
Sean Finegan
Zachary Gilroy
Usman Khan
Mark Kim
Joseph Park
David Sokolovsky
Jason Bristol
Hong Cheng
Samantha Grant
Benjamin Hier
Robert Hoffman
Aaron Lemner
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AFFILIATE STUDENTS
CONTINUED David Hampton
Chase Mortimer Peigi Zhu

William Waters
Eric Griffin
Jaime Pandal
Brian Powers
Adrienne Schoendorf
Matthew Starolis
Chris Myers
Brian Ternes
Peter Wirtala
William Beggs
Christopher Collins
Dinesh Goel
Matthew Heinz
Robert Johnson
Terrence Kiwala
Leah Lakarosky
Jing Liao

Onwosi Odefa
John Quinn
Matthew Raque
Snehansu Singh
Alberto Torres

CANDIDATES

John Anderson
Dominic Cappellania
Heather Carava
Kevin Chont

Nick Detchev
Rajwardhan Dhawle
George Fisher

Sean Holland
Niranjan Kumar
Peter Lanctot
William Lutz

John Lytle

Michael Ott

Megan Schlesinger
Hanjie Xiao

Donald Yeomans

Fu (Fable) Bo
Andrew Cribbs
Liyu Hu
Shih-Wei Huang
Mengyu Sun
Jingxian Xue
John Yackley
Qifeng Zhang
Ye Zhao

Yijing Zhou
Brian Heinimann
Juan Agustin
Sanchez-Rey
Rambla

Patrick Sholl
Paul DePartout
Ahmet Guder
Davy Djasmadi
Seth Goldstein
Blair Webb B
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