
1999 has been an excellent year for Taipan
subscribers. Since the beginning of January, our
recommendations are up an average 44%. We
have doubled the performance of the record-
setting Dow Jones Industrial Average. Six
positions have generated triple-digit profits.

We have been strategically positioned to
clean up from the cyclical rebound in commodity
prices. While mainstream investors were
capitulating to the idea of deflation,Taipan
recommended loading
up with inflation-
sensitive plays like
SGUZY and SASOY. 

The geniuses who
called for US$2 oil and
the end of the world
missed one of the
greatest buying
opportunities in recent
financial history (and
are paying the price
every time they refuel their SUVs). Our "Global
Commodity" portfolio is up 73% year-to-date.

All the way to the bank
The recovery in pricing power is the result

of a global resynchronization of economic
growth. A "harmonic convergence" is pulling
Asia out of recession and raising U.S. interest
rates. This is consistent with the Inflationary
Rally scenario I predicted in last year's Taipan
Forecast Issue. Our Asian, New Zealand, and
Russian picks have soared on the back of the
central bank-engineered reflationary spiral.

Considering the extremely high valuation of
the U.S. market, it is timely to take a hard look at
our picks and decide on our overall market
strategy.

Don't get me wrong. The market's not going
to crash tomorrow. In fact, I am bullish towards
the market over the next few months. 

But the market's not cheap. In terms of
price/earnings ratios, the market has never been
more expensive. The bond yield/earnings yield
ratio of 2 is absolutely nuts! Almost every
gundealer and barmaid I meet is a daytrader (not
that I spend too much time in bars and gun
shops). It's getting harder and harder to find
compelling deals in the U.S. market. Historically,
the trio of rising interest rates, high valuations,

and heavy public participation has not marked the
smartest times to load up on stocks.

The recent decline in NYSE reported short
interest suggests that the last remaining bears are
giving up. The capitulation of the bears generally
represents the final leg of the topping process (in
this scenario, it makes sense  to buy heavily
shorted stocks like CLCX and look for quick
trading opportunities).

In my opinion, the recent strength in the
Dow Transport Index,
industrial cyclicals, and
small caps is an illusion
designed to trap bulls in the
market. My maximum
upside target for the Dow
is 12,000-13,000. The
catalyst for the eventual
bear market will be a
further tightening of
monetary conditions.
There's no rush to sell. But

unless you have a very long-term time horizon,I
recommend taking profits on U.S.-correlated
stock positions during big market rallies.

Sources of cash
Given our heavy weighting towards Israeli

high tech, it makes sense to lighten up on fully
valued positions. Orbotech (ORBK-NASDAQ)
is a great company, but the stock has achieved my
1999 target of US$60. 

Given the highly cyclical nature of the PCB
capital equipment business, it makes sense to sell
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when there are buyers and wait for the next
cyclical downturn. ORBK has strong technical
resistance at US$60. Given the declining
volume, it is unlikely that ORBK will break
above the $60 level. Consequently, I recommend
liquida ting ORBK at the market. Look for
buying opportunities on any pullback into the
US$40s. ORBK is up 145% since my initial
coverage in February 1998.

Elbit Systems (ESLTF-NASDAQ) has
rallied 50% on merger announcements and solid
financial results. While ESLTF is a fun company
to visit (if you like testing virtual warfare
theaters), the stock does not have much upside
from current levels. ESLTF has exceeded my
1999 target of US$17. Unfortunately, defense
companies don't enjoy the same super-high p/e
ratios awarded to pure tech companies. Parent
company ELRNF, 35% owner of ESLTF, has
repeatedly stated that it plans to exit the defense
business. That means selling ESLTF shares.
While I doubt that ELRNF will dump ESLTF
shares into the market, the potential overhang
should cap the stock below US$20. 
I r ecommend selling ESLTF above US$17.
. While it is tempting to sell Elbit Ltd .
(ELBTF-N ASDAQ) following the 600% rally
since my initial coverage in September 1998,
this would represent an egregious mistake.
ELBTF still has tremendous upside.
Partner/Orange, Israel's GSM cellular operator,
is planning to do an IPO within five months. A
public f lotation would unlock the value in
ELBTF's 16.5% Partner stake. 

ELBTF will also benefit from the money
flowing into bandwidth and cable internet plays.
ELBTF's Peach subsidiary is radically
undervalued compared to Worldgate (WGAT-
NASDAQ), a direct competitor. If Peach were
valued at the same US$840 million market cap
awarded to WGAT, ELBTF's 60% stake would
be worth US$22 per share. 

I estimate that ELBTF's full net liquidation
value exceeds US$30 per share-representing a
150% premium to current market price. Given

ELBTF's solvent financial position,there's no
need for the company to raise capital in the
market-keeping the supply of stock restricted (in
fact,major shareholders have been adding to
their positions). If Peach takes off, ELBTF will
achieve a sustainable trading range in the
US$30s.  Irecommend remaining fully
invested in ELBTF and adding to your
position on any weakness...

The thorn in our side
Hur r icane Hydrocarbons (HHLFQ-

NASDAQ) has turned into a total disaster. The
stock is down 68% year-to-date. At current
levels,HHLFQ has a market cap of just US$16.5
million and debt with a face value of US$180
million. Compared to HHLFQ's massive oil
reserves (436 million barrels of proven +
probable) and production (over 70,000 barrels
per day), this low valuation is almost
incomprehensible.

The catastrophic decline in the stock price
reflects HHLFQ's totally insolvent financial
position. I freely admit that I was blind-sided by
the rapid deterioration in HHLFQ's balance sheet
liquidity. The former CEO issued what I believe
are misleading comments during the initial rot in
the company's operational performance.
Furthermore, I suspect that HHLFQ may have
been capitalizing some overhead costs (using
capital raised by the two bond offerings to
finance overhead and boost earnings). The 50%
decline in world oil prices crushed the local
Kazakh price, squeezing HHLFQ's EBITDA
margins and converting HHLFQ's debt load into
a crushing burden. By the time HHLFQ's
problems became evident, it was too late to sell
the stock.

HHLFQ's board is negotiating with major
noteholders and shareholders to recapitalize the
company. The plan is to merge HHLFQ with the
Shymkent refinery and convert debt to equity. I
believe that common shareholders will get 5%-
10% of the new company. Assuming that
common shareholders will get 5% of the

company, the market is implying a
total enterprise value of US$330
million — a reasonable and
conservative estimation considering
the earnings power of a debt-free
vertically integrated oil company
with good assets and a North
American stock exchange listing.

Assuming HHLFQ successfully
pulls off the recapitalization, the
stock has 5x to 10x upside from
current levels over the next three
years. If common shareholders get
more than 5%,the stock has
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continued on p.4

* Speculative — maintain adequate stop-loss provision.
∆ Sell covered calls against position
❑ Dollar-cost average during price weakness
+ Recent stock split

What to buy at what price aims at giving you a handy, compact summary
of how Taipan’s stock picks are standing in relation to our initially recom-
mended buying range.

•  Positions may be modified in the free Weekly Taipan Hotline: 410-528-8228 and at http://www.taipanonline.com/htmlcode/members/hotline/hotline.html  •

Computer Learning Centers (CLCX-NASDAQ) Buy Strong buy under US$6

Genus (GGNS-NASDAQ) Buy Strong buy under US$3

Fisher & Paykel (FAP-NZSE) Buy Strong buy under NZ$6.00 (US$3.30)

+ Uproar Ltd. (UPRA-Vienna OTC)) Buy Speculative buy under     27 (US$28.25)

Herzfeld Caribbean Basin Fund (CUBA-OTC) Buy Strong buy under US$5.00

Uni-Charm (8113-Tokyo) Buy Buy under US$48

Elbit Systems(ESLTF-NASDAQ) Sell Sell over US$17

Commodity Trust Fund Ltd (CMT-London) Buy Strong buy under US$1.40

Commodity Trust Fund Ltd. Warrants (CMT-London) Buy Speculative buy under US$0.15

Elbit Ltd. (ELBTF-NASDAQ) Buy Strong buy under US$11

*TyumenAviaTrans ADR (TYAVY-Pink Sheets,902511104) Buy Speculative buy under US$2

Hurricane Hydrocarbons Warrants (HUHY-TSE) Hold Hold

Restaurant Brands (RBD-NZSE) Buy Strong buy under NZUS$1.30 (US$0.70)

❑Sasol (SASOY-NASDAQ) Buy Strong buy under US$5

Avant Immunotherapeutics (AVAN-NASDAQ) Buy Buy under US$3.00

∆ Ashanti Goldfields (ASL-NYSE) Buy Strong buy under US$10

∆ Orbotech (ORBK-NASDAQ) Sell Sell at the market

❑ Hurricane Hydrocarbons (HHLAF-NASDAQ) Hold Hold
*Orckit (ORCT-NASDAQ) Buy Buy under US$21

❑ Mosenergo ADR (AOMOY-Pink Sheets,037376308) Hold Strong buy up to US$2

Aramex (ARMX-NASDAQ) Buy Strong buy under US$11

Suez Cement (SZCD-LN, CUSIP:864690102) Buy Strong buy under US$16

Elscint (ELT-NYSE) Hold Hold for merger

Elbit Medical Imaging (EMITF-NASDAQ) Buy Buy under US$9

❑ Surgutneftegaz ADR (SGUZY-Pink Sheets,46625F104) Buy Strong buy up to US$6

* Xoma (XOMA-NASDAQ) Buy Buy under US$6.50

Elron Electronic Industries (ELRNF-NASDAQ) Buy Buy under US$17.00

Williams Controls (WMCO-NASDAQ) Buy Strong buy under US$3.50

❑ Exponent (EXPO-NASDAQ) (Formerly FAIL) Buy Strong buy under US$7

WHAT TO BUY AT WHAT PRICE

significant immediate short-term upside. However, the stock is
too risky to buy until the recapitalization is complete.
(NASDAQ has suspended the stock; however, the stock is still
actively traded on the Toronto Stock Exchange.)

Seeds in the desert
I am bullish on the Middle East. Excluding Israel and

Turkey, the Middle East remains off the radar screens of
mainstream investors. The resurgence of oil is bullish for the
oil-exporting Gulf economies. As "petrodollars" flood through
the Gulf, the general level of economic activity in the region
should pick up.

This regional economic acceleration should manifest

itself in shipping volume. Ar amex (ARMX-N ASDAQ)
should continue to enjoy robust sales and earnings growth in
its core Middle Eastern markets. At 0.5x sales,1.8x book
value, and 10x FY99 earnings,the stock is preposterously
undervalued. The stock has been dead in the water for months,
but it's only a matter of time before Wall Street "discovers"
the stock. I continue to rate ARMX as a Strong buy.

Suez Cement (SZCD-London)also has been quiescent.
The GDR (it's like an ADR, but trades outside of the U.S.) has
been trapped in the mid-teens for months. SZCD's new
cement factory is online, increasing capacity by 50%.
Economists estimate that a supply deficit will be sustained in
the Egyptian cement market over the next three years. At 9x
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earnings,you can't go wrong with SZCD. The 10% dividend
helps you wait.

Pacific waves
What's good for the Gulf states is good for New Zealand.

Gulf states are major importers of New Zealand lamb. New
Zealand is also benefiting from both a pickup in exports to
Southeast Asia and a renewed influx of Asian tourists. When I
toured New Zealand in March 1999,Asian tourists were
everywhere...

The gloom-and-doom espoused by the few analysts that
follow New Zealand is slowly evaporating. The economy is
clearly on a recovery track. Lumber and fish prices are rising,
correcting the trade imbalance and infusing the economy with
cash. I remain a firm believer in high quality New Zealand
stocks.

Restaurant Brands (RBD-NZSE)just reported
outstanding financial results. After-tax profits increased 125%
in 1H FY99 to NZ$3.1 million. Despite RBD's return to
earnings growth, the stock remains undervalued. At current
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MID YEAR UPDATE
Average: All recommendations: 44%; Dow: 21%; NASDAQ composite: 26%; Russell 2000: 9%
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Orckit Communications (ORCT-NASDAQ) US$
PRICE
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Sasol Ltd. (SASOY-NASDAQ) US$
PRICE

7.5

6.5

5.5
5.0
4.5
4.0

3.5

3.0
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Xoma Ltd. (XOMA-NASDAQ) US$
PRICE

7.7
6.3

4.9
4.2
3.5

2.8

2.1
1.7

VOL
x1000

levels,RBD is trading at just 9x FY00 earnings-and it pays a
healthy 6% dividend yield. RBD's KFC and Starbucks
restaurants were packed with customers during my recent due
diligence investigation in the North and South Islands. RBD's
top and bottom line will continue to grow rapidly on the back
of the New Zealand consumption ramp-up.

The return of the Kiwi consumer is coinciding with a
massive rally in Japanese stocks. This is no coincidence:
powerful feedback mechanisms exist to translate rising Asian
stock prices into rising consumer confidence. As stock prices
come back from the dead, companies are encouraged to
expand their capex budgets. This leads to more jobs and more
profits. The entire Asian region may have entered a Circle of
Prosperity.

In this scenario, it makes sense to invest in companies
that are leveraged to domestic Japanese consumption. My top
play on Japan remains Uni-Charm (8113-Tokyo Stock
Exchange). The liquification of Japan seems to have ignited a
long-awaited boom in adult diaper sales. Uni-Charm is up
25% in yen over the six months. The strong technical behavior
of the stock suggests further upside.

I recommend buying Uni-Charm through Peter Schiff,
Euro Pacific Capital, tel. 310-448-8000 or tel. 800-727-7922,
fax 310-448-8008.

Super-tech stocks for the next millennium
While I am skeptical about the long-term viability of

U.S. stock market valuations, technology is not about to roll
over and die. Revolutionary discoveries  in molecular biology
and subatomic physics will continue to change the structure of
daily lif e. Advances in cheap processing power are enabling
innovations that were inconceivable 40 or 50 years ago.

Biotech remains a powerful sector for wealth generation.
My collegue Brian Hicks points out that a number of top-tier
biotech stocks are hitting 52-week highs. Xoma (XOMA-
NASDAQ) is no exception. XOMA is within one or two
months of wrapping up its pivotal Phase III trial for Neuprex
for meningoceccemia. XOMA's market cap of US$370 million
is low considering the blockbuster potential of Neuprex (if
Neuprex is approved by the FDA, it will become the only
company in the world with a product approved for sepsis-
related illnesses). XOMA's recent US$11 million licensing
deal with Allergan for its opthalmic Neuprex product
represents yet another vindication of the technological
platform — and its huge commercial potential. I continue to
rate XOMA as a speculative buy with a 1999 target of US$14. 

I also remain very bullish towards bandwidth. The
populist profusion of the internet has created a structural
demand for bandwidth. Existing bandwidth is inadequate to
meet the demand for high speed internet applications. The
problem is "the last mile":it's too expensive to hook up every
home and business with fiber. DSL represents a solution by
providing high speed internet connections over existing
copper wire. Orckit (ORCT-NASDAQ) is not only the
cheapest stock in the entire DSL universe, but it has the
strongest market position in the world. ORCT r emains a
Speculative Buy with a US$60 target. 
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Can you remember when you first started seeing credit card
and debit machines at every check-out station? Experts argued
on TV that it would never work: “Customers don’t want to
finance groceries.” Nothing could’ve been more absurd (these
systems and services are now a US$5 billion-a-year industry in
the U.S.). I use my credit and debit card all of the time. 

Why? Convenience.
Besides,I hardly have to interact with the cashier. Don’t get

me wrong, some cashiers are nice to talk to. But some of them
are downright nasty. Especially if you ask them for paper bags...
instead of plastic.

Hey, the less interaction,the better — I think. And it’s that
attitude which is driving one company to make your grocery
shopping the quickest and easiest experience ever.

There’s now a system that lets you scan your own products,
bag them yourself, and pay for it (using cash,credit or debit)
without ever seeing a cashier. It’s called the U-Scan Express
System... by Optimal Robotics Corp. (OPMR - NASDAQ).

U-Scan, I scan, we all scan
Optimal Robotics has designed an automated self-serve

transaction system for the retail industry. Those are words you
have to love — automated and self-serve — especially when it
comes to grocery stores.

That’s why the initial application has been in supermarkets.
That means it lets customers scan,bag and pay for their
purchases with little to no assistance from store staff. Think of it
as an ATM with retail applications.

Typically, the transactions are small express lane
transactions of 15 items or less. In-and-out.

What’s in the U-Scan Express
The U-Scan Express is comprised of a CPU, scanner, touch

screen monitor, keyboard, receipt printer, and magnetic stripe
reader. 

The robotic checkout has a touch screen,like many ATM
machines,that displays instructions for scanning items. Voice
instructions also tell customers what to do at each step.

The scanner sits above a scale that has been programmed
to read how much each item weighs. A scale under the bags
determines whether what ends up in the bag was actually what
was scanned.

It even asks customers for appropriate identification when
alcohol or tobacco products are scanned.

The concept was the result of available technology, such as
automated POS (point of sale) system components,and the
trend in self-service ATM machines. ATMs and kiosks are
increasingly popular — especially in grocery stores.

And you can’t beat the machine
There is triple check security built into the system. For

one, there is an overhead surveillance camera at each self-
checkout station. Secondly, a supervisor is monitoring three or
four checkout terminals. Lastly, there is a load-cell scale
underneath the bagging system which is sensitive to a hundredth
of a pound.

Customers,after scanning an item,are prompted to place it
in a bag and the weight of the product is matched up against the
weight contained in the database.

Any discrepancy, and the system alerts the manager. 

And believe it or not — customers love it
One of the surprises to come out of acceptance testing of U-

Scan Express by major retailers was this:There are no specific
demographic groups that use the system more than others.
Young/old, blue collar/white collar, plastic/cash users — there
has been an across-the-board acceptance.

When first introduced, it was assumed that this type of
system would be used primarily by younger, upscale,
technologically savvy consumers. This turned out to be false.

With the prevalence of ATMs and pay-at-the-pump systems,
all demographic populations have grown accustomed to self-
service options and view them as a convenience.

Another surprise:The rate at which consumers gravitated to
U-Scan Express was much quicker than expected. Retail chains
that have tested U-Scan Express originally set targets of 35% to
50% of all express lane transactions as an important measure of
successful consumer acceptance. Those targets were met in a
matter of weeks. 

The tests also showed the following:
• Age was not a barrier. With the system’s built-in voice

prompting and ease-of-use, seniors had no problem using the
system.

• Payment type was not a barrier. The system takes all forms of
payment. 

• Level of education was not a barrier.

Optimal Robotics (OPMR-NASDAQ) is revolution-
izing the supermarket industry:
Check it out for yourself
by Brian Hicks 

MICROCAPS
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Optimal Robotics (OPMR-NASDAQ) US$
PRICE
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Based on the successful studies and consumer acceptance
of the U-Scan Express systems,Kroger Co. has initiated an
accelerated rollout of the U-Scan Express.

In March of 1998,Kroger Co.,the largest supermarket
chain (with over 1,390 food stores and 831 convenience stores),
signed an agreement with Optimal Robotics to purchase and
install a minimum of 200 U-Scan Express systems over the next
15 months.

Kroger already has more than 30 stores equipped with the
U-Scan Express systems.

But that’s not all. Optimal Robotics is targeting
supermarket chains with an annual sales per store in excess of
US$12 million. And that’s the gold mine. There are roughly
8,900 stores in the U.S. that do in excess of US$12 million per
year.

Assuming Optimal Robotics could get just 1 U-Scan
Express in half of these stores,we’re talking about US$750
million in revenues. But let’s be honest,it will take some time
for the U-Scan Express to be fully accepted. 

If Optimal could penetrate the market 5%,it could reach
US$66 million in annual sales. And remember, I’m only talking
about supermarket chains. I’m not talking about big retail chains
like Wal-Mart and Target,which are also on the list. 

Big Blue on board
In July 1998,OPMR announced that IBM signed an

agreement to jointly market and sell U-Scan Express in the U.S.
This is a very important agreement because IBM will sell the
U-Scan Express systems to its existing retail point-of-sale
(POS) customers. 

The IBM POS platform is the most widely used POS
platform for retailers in North America. And the U-Scan
Express integrates seamlessly with IBM POS terminals. It’s a
perfect fit. 

A market cap poised to explode in 2 years
At a current per-share price of US$11.00,Optimal

Robotics trades at a market valuation of roughly US$100
million. If the company can penetrate the market by 1% or even
.5%,the market valuation could go up three-fold from its
current per-share-price. This would put the stock around
US$30,or a market cap of just US$210 million. 

There’s practically no competition. That’s right, Optimal
Robotics’s U-Scan Express has no competition in the retail
sector. And the fact IBM has partnered with OPMR is the best
testimonial I need to know the U-Scan Express is the best
technology in the market. 

Now I have to warn you,Optimal Robotics is a speculative
play. This market hasn’t rewarded small-cap companies for
innovative technologies and possible monopolies in a niche
industry — other than the Internet.

Currently, OPMR is trading around support. I need to see if
it breaks support. If it does,we’ll buy at lower levels. However,
if the market rallies — and Optimal rallies and breaks resistance,
the stock is headed for new highs. The hotline will update you
on the status.

So,keep Optimal Robotics (OPMR - NASDAQ) on your
radar list. From a proprietary technology angle, OPMR will be a
major player in the POS market in the retail industry. And we

could easily tr iple our money in the next 12 to 24 months. 

● Micros Systems explodes to the upside
— up 36% in the past two months

I continue to rate Micr os Systems (MCRS - NASDAQ)
one of the best small-cap, growth stocks in the market. In fact,it
was the only hospitality enterprise company to make Business
Week’s Hot 100 Growth Companies.

To bring you up to date, Micros develops and sells the most
popular point-of-sale and ordering terminals for the restaurant
and hotel business. And now the company is developing a Palm
version of the OPERA. This will allow hotels to be more
responsive to guest needs by using the mobile handheld device in
real time.

Micros’ leadership position in demonstrated through its top
and bottom line growth. 

Micros’ 5-year sales growth rate of 38.3% blows away the
industry average of 8.4% and the S&P 500 average of 17%. Yet
MCRS trades at a trailing-twelve-month p/e ratio of 26 while the
industry trades at 60.

Earnings are expected to grow 25% from US$1.61 this year
to US$2.02 in fiscal year 2000.   

At a 1-year forward p/e multiple of 18,Micros trades at a
severe discount to broader market,even though it is exhibiting
robust growth at all levels.

Based on a p/e of 25 on next year’s earnings,MCRS
would tr ade at US$50.50 a share. That’ s my 12-month target.

● Univision (UVN-NYSE) powers to new
highs on DirecTV Deal

Univision Communications (UVN - NYSE)and
DIRECTV announced an agreement to add Univision Television
Network — the leading Spanish-language television broadcast
company in the U.S. — to its lineup on July 20,1999.

The highly rated Spanish-language services will be
available to more than 5 million DIRECTV subscribers.
DIRECTV will add Univision and Galavision to all Total Choice
programming packages at no additional cost to subscribers. 

As a result of the agreement,Univision will add an
estimated 5 million subscribers for the network. This is based on
a highly conservative monthly affiliate fee assumption of
US$0.10 per subscriber, which will generate at least US$6
million in incremental revenue and EBITDA in the year 2000. 

Univision and Galavision enable DIRECTV to deliver
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programming to new audiences and provides Univision
Communications Inc. with the ability to deliver its programming
to more of the nation’s 30 million Hispanic viewers. 

Univision Communications reaches 92% of U.S. Hispanic
households through its owned-and-operated stations,28
broadcast affiliates and 939 cable affiliates nationwide. The
Company’s operations include Univision Network, the most-
watched Spanish-language television network in the United
States. Univision Television Group,which owns and operates 13
full-power and 8 low-power television stations,including full-
power stations in 12 of the top 15 U.S. Hispanic markets; and
Galavision, the country’s leading Spanish-language cable
network. 

Good riddance to ADFlex
Well, it looks like ADFlex Solutions (AFLX - NASDAQ)

will be one of my worse recommendations. The company is
being acquired by Innovex for US$3.80 a share. 

There’s no sense in sugar-coating the fact that this buyout
price is well below Taipan’s entry price last year. 

Under the terms of the agreement,Innovex will commence
a cash tender offer to purchase all of the outstanding shares of
ADFlex for US$3.80 per share. By its terms,the tender offer,
unless extended, will expire on Aug. 3,1999. 

Upon completion of the tender offer and following the
post tender offer merger, ADFlex will become a wholly-owned
subsidiary of Innovex, which will continue to trade on the
Nasdaq under the symbol INVX. The transaction will be
recorded using purchase accounting rules. 

The combined company will be the largest flexible circuit
manufacturer in North America. On a pro forma basis,based on

twelve month trailing revenues,the new company would have
had annual revenue of approximately US$230 million. 

This acquisition,and the fact AFLX is turning a modest
profit this quarter, were the reasons the stock began a recent,
powerful rally from the low US$2s. 

The company just announced that it expects to report a
small operating profit on net sales,which will be up nearly 20
percent over net sales in its first quarter. 

Net sales are expected to be within the range of consensus
analysts’estimates and earnings per share are expected to
exceed the estimates. I see no benefit in selling under the
buyout price, especially if you have a sizeable position. I’m
waiting for the cash buyout to end this bad experience.

Buying shares in the off-season...
MedImmune breaks to a record high

MedImmune has been one of the best performing first-tier
biotech stocks of the entire group. The stock is within striking
distance of its record high of US$74. And all indications suggest
that this level will be taken out before the end of the summer.

Summer is the off-season for RSV — the leading cause of
respiratory illness and pneumonia in children. But since
MedImmune’s Synagis has a monopoly on the treatment,
institutions are quietly accumulating MEDI on the cheap.

Institutions are raising eps estimates as Synagis continues to
outpace revenue projections. Fiscal year 2001 eps estimate
stands at US$2.56. Fiscal year 2000 eps estimate stands at
US$1.85. With earnings estimated to grow 38% between 2000
and 2001,MEDI trades at a p/e multiple of 28 on 2001 estimate. 

I continue to see upside potential in MEDI,and raise my
12-month price target to US$97.25.

MICROCAPS
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TREASURE HUNT FOR PROFITS IN SOUTH AFRICA  •  SEPTEMBER 19-30, 1999
Join a small group of entrepreneurial and adventuresome profit seekers for one of the most exciting investment destinations on the map. This expedition

truly combines the earth’s rarest luxuries... with the world’s greatest investment opportunities. We’ll see life inside a gold mine... and life in the wild kingdom.
We’ll sit in closed-door sessions with the leaders of the continent’s largest paper manufacturer... the chairman of the Chamber Mines... the president of

Protea Gems... the Chief Operating Officer of the first Pan-African mutual fund... and many others. Perhaps even more importantly, we’ll put on our gear and
head into the field, visiting some the country’s most successful businesses. We’ll buy diamonds from one of South Africa’s leading diamond wholesalers - and cut
out the middleman markups!

We take care of every detail for you - just come along and enjoy the experience. Twelve days of expeditions and safaris of this caliber normally range from
$8000 to $9000. But we were able to slash our cost almost 50% for our subscribers. 

Almost all spaces have been taken. There are only a few more left. So don’t delay. You’ll see a South Africa few tourists will ever encounter. Call Agora
Travel today, (800) 926-6575 or (561) 243-6276.

Daily high, 
low, and close

Trading volume

Daily high, 
low, and close

Trading volume



There is nothing I like better than a
company that is doing extremely well in
an industry that’s been pummeled by Wall
Street.  Except, maybe, those real police
chase shows on Fox. 

The computer service industry is in
the belly of the beast.  It seems that every
company has scapegoated the Y2K freeze
for any and all earnings blips.  Those of
you who read last month’s article concern-
ing Oracle are familiar with this phenome-
non.  (Those of you who missed this
poignant and sophisticated piece of finan-
cial literature can check it out on
taipanonline.com.)  And I’m not just say-
ing that because I wrote it. 

I apologize in advance that this
month’s pick has nothing to do with bal-
listics, lasers, satellites or naked females.
This decided lack of undervalued story
stocks could be an indicator — as the liv-
ing dead in Barron’s like to say — of an
overvalued market.  

Overvalued or not,that didn’t stop us
from pulling in 162% in a month on PLD
Inc., or 55% on York Research in 8 weeks.
You have to play to win, and this month
we’ve uncovered an extremely underval-
ued company with plenty of upside and
almost no risk.  

Red tape cutters
This month’s pick is simple.  Steven

Myers & Associates or SM&A (WINS-
NASDAQ) is a consulting company.
Their expertise is in helping large govern-
ment contractors win bids,grants and con-
tracts.  It’s a niche market with no real
competitors.

Over the past year, SM&A has
helped companies like
Raytheon,Lockheed
Martin, Motorola,
Boeing and Litton win
95.1% of the govern-
ment work they apply
for — that’s approxi-
mately US$18 billion
in new contract awards
for their clients.  The
previous year’s win
rate was 89.6%.  This
compares well to the
rest of the industry’s
30% rate.  Obviously,

their product is sound.

Not chained to the dog
I should mention that none of these

companies represents more than 27%
(Lockheed Martin) of SM&A’s total rev-
enue stream.  It is important for consul-
tants to be diversified so that losing one
big client doesn’t sink the ship.

SM&A is also involved in systems
solutions.  Their team of geeks supplies
NASA, the Air Force, Army, DARPA,
Boeing and Raytheon among other with
high tech help.

A separate IT division supplies big
name companies like Hewlett-Packard,
MCI and Draper among others with com-
plex systems and operations.

Growing revenues like weeds
It’ s not the big names that have me

stoked about this company — it’s the
heart-pumping, edge-of-your-seat growth
SM&A has exhibited over the past three
years.  Three-year revenue growth is 63%.
First quarter revenue growth year over
year was 136%.  Three-year net income
was up 117%.  First quarter income year
over year was up 76%.  Three-year EPS
— up 110%.  First quarter EPS, year over
year — up 50%.  Power! power! power!

138% Q1 revenue growth
and a p/e of 13?

With growth like this you’d be hard
put to explain why SM&A has a P/E ratio
of 13.  That’s not a typo.  It is ridiculous,
however.  Part of the problem could be
that this company has only 750 employees
and a market cap of US$130 million.  It’s

Staid, dull, boring — and ready for a double!
by Christian DeHaemer

WORLD INVESTOR

● Sun MicroSystems
(SUN:NASDAQ) is up 40% in six
months since I
first recommended it on
TaipanOnline.

● Last month's pick Oracle
(ORCL: NASDAQ) ran up 26% on
earnings growth before you
received your newsletter.  I
suggest you buy on the pull back.

The Sun/Oracle partnership is
leading the Internets software
world. While, these two
companies won't be a ten-
bagger, they should continue  to
beat the market over the long
haul.

● Sold at the top — 162% in
a month on PLD Inc.!

● Sold at the top — 55% in
York Research!

● TSRI remains a buy under
US$8.50 — all computer
staffing stocks are currently
undervalued due to Y2K freeze.
No investment manager will buy
them.  A surge in January won't
mean spit for their 1999 bonus.
Forget the canned beans —
stock up on these companies!

HISTORICAL QUARTERLY RESULTS REVENUE 
(Thousands of U.S. Dollars) 

1996 1997 1998 1999
1st Qtr MAR 7,546 7,229 10,659 25,314
2nd Qtr JUN 7,824 8,544 13,462
3rd Qtr SEP 4,092 10,866 22,284
4th Qtr DEC 6,237 10,323 22,044

EARNINGS PER SHARE (U.S. Dollars per share)
1st Qtr MAR 0.070 0.090 0.120 0.180
2nd Qtr JUN 0.050 0.080 0.160
3rd Qtr SEP 0.000 0.100 0.100
4th Qtr DEC 0.010 0.100 0.160

Big 
growth
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on the lower end of the small caps in a market obsessed
with index funds.  But that’s not the whole story.

It could be the traditional 12-18 month sell off after an
IPO.  I’ve seen this again and again.  The firm, in this case
DL&J, that takes a company public slowly sells off their inven-
tory after the initial gain.  Then they get their buddies in at the
low — which is about the same time the company starts com-
plaining — so the firm puts some fire under the stock to avoid
getting a blemished reputation as an IPO specialist.  

It also takes a company’s management time to adjust from
a private company to a public one.  If the company has a long
history of never having to care about shareholders, this transi-
tion usually results in a new CFO.  Press releases get decidedly
more hyperbolic.

Buy out
The share price also reflects a couple of complicated

acquisitions last summer, which were followed by partial liqui-
dation.  These buyouts included shares available to be sold by
the purchased company in April.  This excess liquidity resulted
in a high proportion of short sellers.  As you tell tell from the
chart on the next page, the shorts came flocking.  The share
price was just beginning to come back from the flight to quality
last fall before this set of circumstances pushed it down.  

Contrary indicator
The shorts have been coming out of the woodwork of late,

which I like to use as a contrary indicator.  The latest numbers
show SM&A with a short position of 598,114,more than twice
the position of a month before of 278,654.  They have to cover
at some point,and since this is a long-term play I’m willing to
get in now.  The share price is up two points after putting in a
double bottom at six — the lowest it has ever been.

Big, hard staff
It’ s important to mention the staff in this type of business.

In this particular case 45% have higher degrees and 80% hold
clearances at the secret level or above.  As anyone who has
worked in the defense industry can tell you — they don’t give
these things away.  A security clearance adds a 30-40% premi-
um on the value of any worker.  Needless to say, the barrier to
entry in this field is extremely high.

And in case you were wondering about the quality of lead-
ership,SM&A’s CEO, Steve Myers, recently won Ernst &

* Brain Hicks, editor of The Cutting Edge and Rogue Trader, who uses his
contacts in every venture investment firm and research institute in
America, including the FDA, to uncover product breakthroughs that can
send a company’s stock price into the stratosphere. 

* James Passin, editor of Taipan and Taipan Trader, has a worldwide net-
work of contacts among hedge fund managers, economists, bankers,
traders, brokers, and Washington insiders.

* Christian DeHaemer, co-editor of Taipan and editor of The Hammer, is one
of the world’s truly gifted stock bargain hunters. DeHaemer will show
you how to find inexpensive stocks today that will deliver growing prof-
its past 2000.

* Jack Wheeler, editor of Strategic Intelligence Bulletins and the Ultimate
Washington Insider, delivers the inside scoop on political developments
inside the White House and around the globe. Jack has access to informa-
tion that will deeply impact your investment decisions.

* James Dale Davidson and Lord Rees-Mogg, editors of Strategic

Investment, will let you in on major geopolitical shifts in power that will
restructure the world’s political balance.

* Doug Casey, editor of International Speculator, has achieved legendary
status in the investment community for bringing his readers staggering
profits in stock, bond, commodity, and real estate markets around the
world. Find out how his next ten-bagger is going to change the automo-
tive, computer, audio and TV industries. 

Register for the Millennium Wealth Summit before Aug. 23, and
receive one complimentary ticket to our grand Millennium Ball, Oct. 23,
1999. You’ll have an opportunity to indulge in an evening of relaxation with
our Summit speakers. Tickets are $100 per person, but if you register early
you’ll join us free.

Call Agora Tours and Conferences at (800) 926-6575 or (561) 243-
6276 and register before Aug. 23.

Millennium Wealth Summit: 
Investing for 2000 and Beyond • October 21-23, 1999

Look ahead to Dec. 31,1999... As a serious and responsible investor, know that you are part of a select group of investors 
who are perfectly positioned to take fullest advantage of the opportunities the new millennium is about to offer.

The next decade offers absolutely historic levels of profit potential. Join the best financial advisors in the world 
in beautiful Coronado,California. Your future may hinge on what you learn at this historic gathering. 

SPEAKERS INCLUDE:
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Yong’s 1999 entrepreneur of the year award for his region of
Orange County, CA.  This makes him eligible for the national
award to take place in November.  I don’t know about you, but
that makes me as giddy as a warden at his first execution.

This factoid doesn’t mean much, except that Myers has
friends and you can assume that the company isn’t a Bre-X.

Cheaper than a pig in Pakistan
Not only is this company undervalued — but they have

recently completed a 600,000 share buy-back program at an
average price of US$7.63 and authorized the purchase of anoth-
er 200,000 shares.  Not too shabby considering the price is now
above US$8.  Is this America or what?  I need some apple pie.

One of the big risks concerning any company which grows
through acquisition as well as internally is the effect on share
holder value.  Let’s turn to our old friend EPS one more time.  

In 1997 the EPS was 37,in 1998 it reached 0.56 and in
1999 it is estimated to be 0.75.  That’s a 33% gain year over
year — still more than twice the trailing p/e ratio or three times
the forward (99) p/e ratio.  (There is some seasonality with
defense budgets,so it is helpful to look at year-end numbers.)

Comparables
SM&A has no publicly traded competitors in the govern-

ment contracting consultant area.  However, since SM&A now
draws a large portion of its income from the computer consult-
ing industry we can compare it to two companies of similar
size and make up.

Modis Professional Services (MPS-NYSE) and Metamor
Worldwide, Inc. (MMWW-NASDAQ) are medium sized com-
puter systems service and consultant companies.  

MPS grew sales 29% to US$483 million last quarter.  Net
income grew 10% to US$24 million.  This company also grows
through acquisitions.  MPS has a price/sales ratio of 0.79 and a
price/earnings of 19.57 with a market cap of 1.24 billion. ROA
= 4.08%,ROE = 6.72%.

MMWW grew revenues 36% to US$249 million last quar-
ter.  Net income rose 41% to US$9.8 million.  P/E is 19.03,P/S
is 0.94,P/B is 1.84.  This company has a market cap of
US$775 million and considerable debt with a debt/equity ratio
of 1.18.

Our champion,SM&A, grew revenues 138% last quarter
— to US$25 million and net income 70% to US$3 million.  P/E
is 13.82,P/S is 1.62 and P/B is 2.33.  SM&A has a market cap

of US$133 million and a debt/equity ratio of a modest 0.11 —
excellent for a company that just went through a series of
acquisitions.  Furthermore, they recently received a 100%
increase to their revolving line of credit, which now stands at
US$50 million annually.

SM&A’s ROE is 22.01,ROA is 17.38 with gross margins
at 40%.  Those numbers blow its peers away.

Can’t touch this
At 3.7 times MMWW’s revenue growth and 4.5 times

MPS’s revenue growth, you would expect that SM&A would
have a p/e ratio at least double its competitors.  But in fact it
trades at a 40% discount to its peers!  

That’s simply wrong.  Especially in an industry as a whole
that is blatantly undervalued compared to its growth rates and
the forecast demand build-up after Y2K.  Not to mention the

increasing demand for IT professionals projected over the next
ten years.

Given these multiples SM&A should trade at a share price
of US$25.50 today!  That’s not even taking into account the
company’s near monopoly in its field and the effect of a federal
budget surplus on defense spending.  

With its latest domination in Kosovo the American mili-
tary machine is as strong as it’s been since Reagan was in
office.  Even if Al “Internet Inventor” Gore gets elected he’ll
have a tough time making defense cuts.  Not that any politician
is cutting anything these days.

Happy New Year, Hector!
After January 1, 2000,the interest in these companies will

recover and the average p/e will return to equality with its
growth rates,in SM&A ’s case that would mean a 16-fold
increase!

That’s possible, but unlikely.  It is possible, however, that
you could see SM&A return to its highs of 32 nine to twelve
months from now.  But being the conservatives we are at
Taipanand due to the fact that it is a relatively unknown small
cap — with a thin and therefore volatile float — I put WINS at
a share price of US$18 nine months out — or a conservative
25% of SM&A’s top-line growth rate.

BUY SM&A (WINS: NASDAQ) under US$8.50 today,
for a easy potential double by spring.  Current price
US$7.87. Contact information: Investor Relations Address:
4695 MacArthur Court, Eighth Floor, Newport Beach, CA
92660 Phone:(949) 975-1550 Fax: (949) 975-1624.

Short position

SHARE INFO 
IN MILLIONS

Market Cap 133.17
Shares out    16.39
Float 4.30
Shares short    0.59
Percent of float  7.3
Insiders own     74%

Excellent 

contrarian indicator



Cash in on a piece of Microsoft’s market with
its competitor Red Hat, Inc.
by Siu-Yee Ng

The Internet,as everybody knows by now, has no central
location, but is a collection of attached sites and networks.
Due to its decentralized nature, there are several ways of get-
ting access to information on the Net. 

Each has grown over the past 30 years in response to a
different need:e-mail, for instance, makes one-to-one commu-
nication possible; Usenet serves as a global message board;
File Transfer Protocol is for sharing software and  files. There
are others, but all the glitz today follows the Web.

The Net only became a consumer phenomenon in the
early 1990s—over 20 years after the Internet first began to
take shape. Despite Al Gore’s paternity claims, the two crucial
milestones were the invention of the Web (more specifically,
the hypertext protocol on which the Web is built) and the
graphical Web browser. Suddenly, the Internet was a collection
of pretty images and formatted text, rather than a program-
mer’s jungle of UNIX commands.

It’s a geek, geek, geek, geek world
Until recently, the Net was mostly the province of acade-

mic types and Mountain Dew-fueled misfits. But in recent
years, the deluge of newcomers to cyberspace has transformed
the way the Net works.

The rapid growth of the Internet in recent years has
accelerated the development of open source software. Unlike
proprietary software, open source software has publicly avail-
able source code and can be copied, modified and distributed
with minimal restrictions. 

Under the open source software model,software is creat-
ed through the collaborative efforts of large communities of
independent developers. Developers work alone or in groups
to write code, make it available over the Internet,solicit feed-
back on it from other developers, then modify and share it
with others for general use. This continuous process results in
the rapid evolution and improvement of open source software.

Odyssey of the minds
Red Hat, Inc. (RHAT-NASDAQ) is a developer and

provider of open source software and services,including the
Red Hat Linux operating system. Their Web site,
REDHAT.COM, is a leading online source of information and
news about open source software and one of the largest online
communities of open source software users and developers. 

In addition to offering extensive content for the open
source community, REDHAT.COM serves as an important
forum for open source software development and offers soft-
ware downloads and a shopping site. The company also pro-
vides professional services including technical support, train-
ing and education, custom development,consulting and hard-
ware certif ication. 

Linux is a software code developed by Linus Torvalds in

the early 1990s in Finland. Through the Internet, thousands of
people develop the Linux program,which is found free on the
Internet. Red Hat sells US$40 to US$100 versions of its prod-
uct, which include an easy-installation feature, a Windows-like
interface, and a host of supporting programs. 

Crash and burn
Red Hat Linux is the company’s principal product. Since

its introduction in 1994,Red Hat Linux has emerged as the
most popular Linux-based operating system in the world. Red
Hat Linux represented approximately 56% of new license
shipments of Linux-based server operating systems in 1998,
according to the International Data Corporation (IDC). 

Red Hat’s historical business has been based on the sale
of Official Red Hat Linux. Using a standard telephone connec-
tion, a user can download Red Hat Linux from the Internet
free of charge in approximately 36 hours. To avoid this signifi-
cant download time, users can purchase the shrink-wrapped
version of Official Red Hat Linux. 

Sales of Official Red Hat Linux have represented their
principal source of revenue since its introduction in October
1994. The company’s software product are sold through dis-
tributors to enterprise and retail accounts; directly to individ-
ual users and enterprises through the REDHAT.COM Web site
and call center; and from OEMs which license the software
directly.

The lure of Linux is its stability and power. The program
will not crash your computer every other minute like
Microsoft Windows. Sounds like the ideal program,but the
drawback is the lack of software used with the Linux program.
Some software is available, but is still a step away from being
user friendly. Another drawback was the lack of technical sup-
port, but this is changing. Red Hat is selling its technical sup-
port from US$1000 to US$60,000 a year based on the number
of users and for services such as customized programming. 

Earlier this year, IBM started shipping its Netfinity line
of network server computers with the free operating system
Linux pre-installed. IBM has an agreement with Red Hat to
offer IBM customers technical support. 

Hats off
Total revenue increased 109.3% to US$10.8 million in the

fiscal year ended February 28,1999,from US$5.2 million in
the fiscal year ended February 28,1998.

Software and related products revenue is comprised pri-
maril y of sales of Official Red Hat Linux and related software
products and sales of publications about Linux-based operat-
ing systems. Software and related products revenue increased
95.1% to US$10.0 million in the fiscal year ended February
28, 1999 from US$5.1 million in the fiscal year ended
February 28,1998. 

IPOs
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Software product revenue
increased to US$9.0 million during the
fiscal year ended February 28,1999,
from US$3.9 million for the fiscal year
ended February 28,1998. The increase
in software products revenue was due to
higher sales of Official Red Hat Linux,
which, along with other Linux-based
operating systems,continues to emerge
as a viable software platform in the end
user, educational and enterprise arenas. 

Related product revenue, which is
comprised of revenue from sales of
books and other products,decreased to
US$1.0 million during the fiscal year
ended February 28,1999,compared to
US$1.2 million in the fiscal year ended
February 28,1998. During the fiscal
year ended February 28,1999,Red Hat
reduced the number of publications
published and distributed to focus their
efforts on their software products.

Gross profit increased 129.2% to
US$6.7 million in the fiscal year ended
February 28,1999,from US$2.9 mil-
lion in the fiscal year ended February
28, 1998. As a%age of total revenue,
gross profit increased to 62.6% in the
fiscal year ended February 28,1999,
from 57.1% in the fiscal year ended
February 28,1998. These increases
were primaril y due to an increase in
royalties received for licensing their
trademarks to third parties of US$0.7
million in the fiscal year ended
February 28,1999,for which the com-
pany incurred no direct costs.

Getting the job done
Management is a little weak but

working thus far. The CEO and co-
founder had a low profile career in the
computer-leasing business. The Chief
Operating Officer prior to Red Hat was
president for several software compa-
nies — Relativity Technologies and
Sapiens International. The executive
vice president and chief technology
officer not only co-founded Red Hat but
was also a participant in the design and
development of Red Hat Linux and
founded Red Hat Development
Laboratories. 

There are only three directors and
two are venture capitalists. This worries
me a little. We’ll keep an eye on any
new additions.

Companies with which Red Hat
has strategic alliances or investment
relationships include Compaq,Dell,
IBM, Intel, Netscape, Novell, Oracle
and SAP. 

But notable investors include
Landmark Communications’ Batten
family, Benchmark Capital, Greylock
Limited Partnership,and Intel.

Goldman Sachs & Co. is the lead
underwriter, and their track record this
year with returns on IPOs has been
impressive. 

It looks as if E*TRADE
Securities, Inc. will have shares to dis-
tribute as well. Red Hat, Inc. (RHAT-
NASDAQ) is expected to debut the
week of August 9.

● You were able to collect some
short-term profits on Korn/Ferry
International (KFY-NYSE). This was
a recommended sell at US$16.00
but it went high as US$17.00. Not
bad for a 39% profit in four
months. 
● Another great winner with
TheStreet.com (TSCM-NASDAQ).
You collected a 68% IPO profit -
selling above US$32.00. 
● GoTo.com (GOTO-NASDAQ)
debuted on June 18 pricing at
US$15.00. It opened at US$26.00,
went above US$70.00, and is cur-
rently trading at US$54.00. Don’t
buy at this level. Remember to log
on to the Taipan site for specific
buy entries.
● Barnesandnoble.com (BNBN-
NASDAQ) priced at US$18.00, fell
below the offer, and is currently
trading at US$18.50. Neilson has
reported that 20 million Americans
have conducted an online e-com-
merce transaction and that 48 mil-
lion Americans are using the
Internet to make shopping deci-
sions. The U.S. book market was
US$25.8 billion in 1996 and is
expected to grow to US$31.4 bil-
lion by the year 2000. 

And we haven’t touched the
global market; the Internet is the
perfect source for getting more con-
sumers. According to Euromonitor,
worldwide book sales were
approximately US$82 billion in
1996 and are expected to grow to
approximately US$90 billion by the
year 2000. Barnesandnoble.com
has great potential and remains an
aftermarket buy under US$20.50.

FREE IPO PROFITS ON THE WEBSITE
Remember to log on to the Taipan Web site for IPO updates and week-

ly picks. We had some big winners on picks like Wit Capital (WITC-NAS-
DAQ). Wit, priced at US$9.00, went as high as US$39.00, and is currently
trading at US$36.00.

Phone.com (PHCM-NASDAQ), priced at US$16.00, went above
US$78.00, and is currently trading at US$73.00. Juniper Networks (JNPR-
NASDAQ), priced at US$34.00, went above US$160.00, and is currently
trading at US$126.00.

These are just some of the big winners. There’s a new pick each week
with updates. As a Taipan subscriber, this is yours for the taking. Don’t
miss the opportunity to cash in on some profitable IPO buys and check in on
my latest picks and updates on http://www.taipanonline.com. 
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If you were watching the Internet phenomenon unfold
from the space shuttle, you might conclude that the Jean
Valjeans of this “revolution” are intensely focused on their own
navels. 

With so many entrepreneurs and investors clustered in
Silicon Valley, Boston,New York, Seattle and Washington,
D.C., Internet activity has almost exclusively been dedicated to
re-engineering American industries and wiring American
consumers. You might get the impression that the leaders of the
Internet revolution view the rest of the world as good for little
more than monetary crises and NATO bombings.

Well, despite ugly-American myopia,fascination with the
Internet is spreading overseas with wildfire fury. Internet usage
and acceptance rates in Europe, Latin America and Asia are
approximately what they were in the United States two to three
years ago. However, with the demonstrated success of first-
mover American Internet companies such as Amazon.com,
Yahoo! and America Online, among others, the growth in
international Web consumer activity will increase at a greater
rate.

According to International Data Corp., 12% of European
adults (34 million) use the Internet,versus 32% (64 million) in
the U.S. The number of European Internet users is projected to
triple over the next four years to more than 100 million users. 

More than 80% of all Web sites are hosted in the U.S., and
dominant American e-commerce and portal Web sites are
making significant inroads within overseas markets. In Sweden,
for example, the three most popular Web sites are the Microsoft
Network, AltaVista and HotMail. The relatively high number of
English-speaking Europeans has enabled American Web sites to
cross over, and remains at least a short-term barrier to entry for
independent European e-commerce and portal Web sites. 

Through the short term, most Internet-related investment
opportunities in Europe remain with the obvious large market
cap companies that are engaged in building and expanding the
continent’s Internet infrastructure.

Matters are different,however, in Latin America and Asia,
as several companies are emerging to rapidly leverage unique
market characteristics.

Early Star in Latin America
There are nearly five million Web users in Latin America,

according to a recent International Data Corp. study. Over the
next three years, Internet usage in Latin America is expected to
increase nearly five-fold to more than 34 million users. 

According to a recent Saatchi & Saatchi survey, 90% the
region’s current Web users are from upper-middle and high
social classes. Compared to the relative chaos in U.S. Internet
advertising, this is a no-brainer for e-tailers and advertiser-
driven portal sites.

And, as we already know, the Internet offers these
premium customers the most convenient method of buying
goods. In Brazil, nearly 40% of all Internet users have
purchased merchandise via the Web. Brazil accounts for nearly
half of all Latin American Internet users, with the other half

split among Mexico, Colombia and Argentina.
StarMedia Network (STRM-NASDAQ) was the first Latin

American dot-com to market, raising US$105 million in its
May, 1999 IPO. In its first day of trading, StarMedia shares
almost doubled in value . The company’s current market
capitalization is nearly US$3 billion. 

StarMedia offers South Americans,Latin Americans and
U.S. Hispanics one-stop shopping for Spanish and Portuguese
content and merchandise, enabling many Latin consumers to
purchase goods from outside the region for the first time. E-
commerce revenues in Latin America are expected to increase
from approximately US$300 million in 1998 to over US$8
billion by 2003 according to Visa International and IDC. Nearly
a third of StarMedia users have already made online purchases,
and 59% are likely to make a purchase on the Web in the near
future.

The company is continuing to forge successful strategic
partnerships with established players, including 1-800-
FLOWERS.com,ShopSports.com,barnesandnoble.com,
Outpost.com,and CDnow. StarMedia recently announced a
unique partnership with SkyBox Services Corporation, which
allows StarMedia customers to register free of charge for the
SkyBox shipping service and immediately receive a U.S.
address,enabling customers to shop StarMedia’s online partner
stores in seconds. 

Despite all the fanfare surrounding its reception,
StarMedia will face stiff competition. Microsoft Corp. (MSFT-
NASDAQ), America Online (AOL-NYSE) and Yahoo! (YHOO-
NASDAQ) all have launched portals in Brazil. However,
StarMedia already has demonstrated a keen understanding of
the interests and buying habits of its demographic target. 

Over the next few months,look for additional “me, too”
players like Elsitio.com and From2.com to rush IPOs to market.
Argentina’s El Sitio International recently raised US$44 million
in venture capital to further its efforts to become a leading Web
destination for Spanish and Portuguese speakers. Online for
two years, Elsitio.com has 150 employees in offices throughout
South America and the U.S. and provides news, entertainment
and access to electronic commerce. Miami-based IT services
company From2.com enables e-commerce companies to close
international transactions. From2.com recently announced plans
to go public by the end of 1999.

Asian Internet ready to pop
International Data Corp. estimates that, although there are

currently less than two million Internet users in China,the
number will bloom to nearly 40 million in the next four years.
Japan’s Internet market is now the second-largest in the world
after the U.S. in terms of the number of users, with over 9.7
million users at the end of 1998,up 43% from 1997.

At the center of this explosive growth are two companies,
Softbank Corporation and China.com. Originally a large
software distributor, Softbank Corporation (TSE:9984) is one of
the world’s large Internet holding companies,rapidly acquiring
significant stakes in more than 60 Internet-related companies,

A truly Worldwide Web
by J.K. Riggin
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THE DOGS OF SUMMER
“Who’s got the mangiest stock on Wall Street?”

Go ahead, take your best shot!
Pick the one company you believe is so

bad, so over-hyped, so over-promoted, and so
overbought that it qualifies as the Mangiest
Flea-bitten Mutt on the Stock Market.

Get it right and you could win $1,000 in
cash...

Get it ALMOST right, and you’ll at least
get a Palm III Connected Organizer...

Make it in the top 100 and at least we’ll
send you walking with a year’s renewal (12
issues) to one of the most successful invest-
ment advisory letters on or off the Street —
Taipan (a $129 value).

Here’s how it works: Pick the one NAS-
DAQ or NYSE stock you believe is destined
for anti-success. A stock doomed to stink up
the joint so badly between the opening bell on
July 16,1999,and the market close on Friday,
September 3,1999 (that’s the Friday before
Labor Day), that even an industrial-strength
flea bath wouldn’t put it on top again. YOU
MUST submit your entry prior to August 13,
1999.

Just in case we need a tie-breaker, you
ALSO have to give us your best guess as to
how far — in%age points — you believe your
pick will f all from start to finish. 

Once you register, we will add your pick
to our “Doghouse”Portfolio. The worst per-
forming stock — the one with the fattest%age
drop as of market close on September 3,1999
— is the winner. If it’ s you, you’ll walk away
with $1,000. If it’s almost you,you win the
Palm III Connected Organizer. Or 12 more
issues of Taipan.

If you’re the winner, I’ ll let you know by
Tuesday, September 7,1999.

Good Luck!

J. Christoph Amberger
Publisher, Taipan

P.S. Each week for the duration of the contest,
we’ll post the Top 10 Mangiest picks in the
Doghouse Portfolio. To find out if it’s your
“loser” that looks like it’s going to win,be sure
to bookmark that page and check back every
Friday evening. Register at:

http://www.taipanonline.com

including Ziff-Davis Inc. (ZD-NYSE),Yahoo! Inc. (YHOO-NASDAQ),
E*TRADE Group,Inc. (EGRP-NASDAQ), and Japanese affiliates Yahoo
Japan Corporation (4689-JOTC), GeoCities Japan Corporation, ZDNet Japan,
Broadcast.com Japan K.K.,E-Loan Japan K.K.,and E*TRADE Japan K.K. 

The combined market capitalization of seven of Softbank’s largest
Internet holdings total about US$14 billion. Softbank’s own share price has
doubled since January, as the Internet-fueled boom has overflowed into the
Tokyo exchange.

Softbank is focused on Japan,where the company has become the local
partner with several of the most successful brands in the Internet industry. In
November, Softbank will open an Internet-based, Japanese-language
bookstore allowing customers pick up and pay for books at any of Japan’s
ubiquitous 7-Eleven convenience stores. 

Softbank’s ultimate plan is to spin out its operating units and become a
pure holding company. With significant clout in the portal, e-commerce and
online trading market spaces within Japan,look to Softbank as the harbinger
of future Internet activity in Asia.

For China.com (CHINA-NASDAQ), the future is now. The company’s
US$85 million IPO last month served notice that the Asian Internet market is
for real. Operating four major Internet Web sites,the company offers Internet
connectivity and Chinese and English language content to audiences
interested in services involving the People’s Republic of China,Hong Kong
and Taiwan.

Though China.com had only US$3.5 million in 1998 revenue, and lost
US$11 million in that same period, the company is poised to leverage the
dramatic increase in Internet usage projected for the Asian markets. In
addition to its content and portal offerings,China.com also works with U.S.
Internet advertising firm 24/7 Media,Inc. (TFSM-NASDAQ) to provide
Internet advertising services to other Asian Web sites. 

In the months ahead, look for Sina.com Inc. to be the next China.com. 
In May, Sina.com,completed a healthy US$25 million round of financing
from investors including Goldman Sachs,Flatiron Partners, and the Economic
Development Board of Singapore. The company has quickly assembled
strategic partnerships with established Internet companies including
CBSMarketwatch, Critical Path, Alta Vista and Excite.

Sina.com already boasts more than 100,000 registered users, and is
actively working to position itself as the Web portal for the 1.5 billion people
of Chinese descent around the globe. Today, 92% of Sina.com members have
advanced degrees,with an average household income of US$46,000. 

International Reality Check
It is somewhat ironic how the early international dot-com plays are

targeted for Latin America and Asia. Sooner or later, Europe will surely
provide its share of emerging content opportunities. In the meantime, the
Internet revolution continues to defy traditional social and geopolitical
boundaries to deliver goods and services to pent-up pockets of consumer
demand, wherever they may be.
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PASSWORDS

username: taipanmember2
password: 2totango



CLASSIFIEDS

BEST BUYS ON GOLD Bullion—platinum,
and silver coins. Specialists in $10K to $50K
portfolios of non-reportable gold, not subject to
confiscation. Excellent source of hard asset
information. FREE Dow-to-Gold Report, call
Austin Rare Coins at (800)928-6468. Visit our
Internet Site at www.austincoins.com

GOLD RARITIES GALLER Y—“One of the
most experienced and most reliable sources for
high-quality coins in the world” Taipan . Free
report 10 coins to buy now + 10 to stay away
from. PLUS a report on coin pricing—the one
report that will change the way you buy coins!
Call (800)224-3160 for the reports plus our Free
Buyers Guide! Deal directly with the owner 14
years experience.

FREE Y2K Survival Handbook and Video
($39 Value): Featuring Award-Winning Y2K
Investment Information from Mike Fuljenz and
The Ultimate Y2K Essentials Check List . Find
Out How Prepared You Can Be! Simply Pay $3
For Priority Mail. Call Today TOLL FREE
(800)459-2646,Ext. 92.

Gold & Silver—Best Buys—Great Prices—20
Years Experience. Deal with the owner Dana
Samuelson. Timely market advice, friendly and
reliable. Free newsletter and price list, call
(800)613-9323, Fax: (512)323-0194,Email:
amgold@swbell.net. Website: www.amergold.
com Mail:P.O. Box 200790,Austin,TX 78720. 

“UNT OUCHABLE WEALTH”—Of fshore.
Includes Corporation, asset protection Trust.
VISA card, Bank account,brokerage account.
Complete Package, No hidden costsUS$3,999.
Call Kevin or Dan,toll fr ee (888)538-7321 E-
mail: Kaleidoscope@5flags.com

FREE RARE COIN PROFIT REPORT—
Call (800)928-6468 for the Austin Collectors
Society hard asset update. Visit the Internet at
www.acoins.com for great photos and history of
U.S. gold coins,silver dollars, and world coins.
Serious collectors call for Hot Coin List!

EARN 15.87% YEARLY WITH OUR
SECURED SAVINGS PROGRAM, DOU-
BLE YOUR $ IN LESS THAN 5 YEARS. 1
TO 5-YEAR TERMS AVAILABLE . ALSO,
IRA AND PENSION APPROVED YOUR MIN-
IMUM TAX DEFERRED EQUIVALENT
YIELD IS 20%. MEMBERS OF THE BETTER
BUSINESS BUREAU AND THE CHAMBER
OF COMMERCE. AS HEARD ON TAX
ATTORNEY ADRIAN BERG’S ABC RADIO
SHOW. WE HAVE BEEN PAYING THIS
INTEREST RATE FOR OVER 9 YEARS NOW.
CALL MEMBER WAYNE PUFF AT (800)826-
1162.

For information on Swiss Annuities and
Offshore Investments contact: Private
Investments Ltd. (800)844-4888,http://www.
privateinvestments.com

Downsized? Now Retire Wealthy! New $15B
market. Little competition. Success,Forbes,
Fortune, Bus. Wk. all talking about this compa-
ny/industry! Find out why former CEOs/other
professionals are now becoming Legal Service
Associates. Paid 5 times weekly. Unlimited
income. Call (888)244-8153 (2-min. msg.)

DIVERSIFY YOUR INCOME. Marketing
Association seeks entrepreneurs interested in
creating 6-7 figure wealth. Not MLM. Rapid
return, low overhead, highly lucrative, turnkey
opportunity. Contact member Dr. Thomas Sult
(800)322-6169,ext. 2033.

Beach house directly on beautiful Delray Beach,
FL . Charmingly renovated historical house
w/3BD, 2BA, fireplace, hardwood floors, new
appliances,more. Walk to historical downtown
Delray to dine, shop, and peruse the arts.
Minimum one-week stay. $2,500 seasonal,
$1,800 summer. Call (561)243-0630.

OFFSHORE AND TAX FREE. Unique asset
protection. Remarkable tax reduction. High yield
Global opportunities. Contact member Dr.
Thomas Sult (800)322-6169,ext. 2033.

Oil and gas investments. Be a direct owner of
natural gas wells in the Big Sandy Gas Field.
Developmental drilling. Infill locations. A four-
well program. 100% one to one active write off
against ordinary income. Develop existing gas
field. Contact Ron Walblay, Owner, The Energy
Group, Inc., 188 Cal Batsel Road, Bowling
Green,KY 42104. Phone:(800)487-9712. Visit
website www.energyvest.com E-mail:ener-
gy@energyvest.com

$$$$CASH NOW$$$$Discover how to convert
your insurance Settlement or Lottery Payments
into CASH NOW! (708)687-8148 Windy City
Funding.

Inter net Millionair e’s Secrets Revealed!
www.marketingtips.com/t.cgi/6427/

GUARD YOUR HEALTH use the ULTIMATE
ANTIOXIDANT now available. For a FREE
informational audio tape call (800)206-1934.

SIERRA LEONE 5-stamp set $10,000.
(518)854-3440.

Asset Protection,Tax Minimization, Financing,
Investment—Millenium Offshore Seminar!
www.offshore-seminars.com

Corporations, Trusts, Foundations, Bank
Liaison, Licenses for Mutual Funds,Insurance,
Banks,Leasing, Gaming, Credit Cards/Merchant
Accounts, Back Office Services. Butterfield,
Reimer & Associates, 1632 buttonwood Bay
Blvd., Belize City, Belize, tel. (00501)2 34274,
fax (00501)2 34306,www.offshorespecialists.
com

Member shares new money making book “From
Yard Sales to a Furnitute Store.” $57.50 Info. $5.
J.T. Creations, 1002 Oster Dr., PMB 401,
Huntsville, AL 35816-3150.

Export-Impor t Help Center. (703)912-1765;
www.cobleintl.com

Five super opportunities; FREE information:
Published Wealth Examiner:Profit Sharing with
major company: Debt liquidation: alternative
Viagra: Income Return Labels. e-mail
fritac@yahoo.com; A. Fritzke, Box 47602,Don
Mills Plaza,Toronto,Canada M3C 3S7.

Serious Wr iter/Traveler Wanted: A 20-year-
old newsletter with headquarters in Ireland and
offices in Paris, London,Bonn and Baltimore, is
reinventing itself on the Internet...and on paper.
Needs lead writer. Must have traveled like
Stevenson,write like Proust,and think like H.L.
Mencken. Here’s the deal:you travel around the
world...and send us letters and photos. We’ll
send you money, accolades, and thanks.
Interested? Send writing sample and resume to
Kathleen Peddicord, Agora Ireland Publishing,
St. Catherine’s Hall,Catherine Street,Waterford,
Ireland or fax to (353)51-304-561.

Sierre Leone Face on Mars Stamp Set: $9,500.
(724)658-2880.

Y2K DRINKING WATER SURVIVAL EQUIP-
MENT — Provide safe drinking water for your
family in Y2K emergencies and natural disasters.
Gravity-fed and portable ceramic water filters
provide safe, pure drinking water from any
source. Eliminates parasites,bacteria, chemicals,
bad taste and odor. Compact enough for travel-
ing. Call (800) 444-3563 or (516) 674-2441 (out-
side USA); website:www.cwrenviro.com

Taipan's Classified Rates
TAIPAN CLASSIFIEDS are published con-
currently in our U.S., Canadian,and interna-
tional editions,as well as on our web site
http://www.taipanonline.com. They are read
by investors in 108 countries and in cyber-
space.

Lif etime Members: One free 40-word or less
ad per year. Place the ad for two consecutive
months — receive the first month free and a
25% discount off the regular rate for the sec-
ond month. Additional ads at the regular mem-
ber rate. 
Regular Rates: US$3.50 per word. All capital
or boldface words are 50¢ additional per word.
Members receive a 20% discount.
Deadline: The 5th of the month preceding
publication. 

Make check or money order payable to Taipan
Classifieds. We also acccept VISA and
MasterCard. Send ads and payments to:
Attention: Janet Wisner, Editor, Taipan
Classifieds, 2043 East Joppa Road; #371;
Baltimore, MD, 21234,U.S.A.; tel. (410)668-
2355,fax (410)668-6566.


