
Robert: 

Hi, my name’s Robert McConnaughey. 

Colin: 

And I’m Colin Lundgren. 

Colin: 

The 2012 Perspectives is a nice opportunity for us to take a step back and think about the key 

investment ideas and themes that will be impacting the market in 2012,just like 2011. 

Robert: 

This is our annual opportunity to really dig a little bit deeper.  This isn’t just the elevator pitch sound 

bite, high level stuff, it gets down to the next level and that’s really where the inefficiencies in the 

market are. 

Colin: 

2011 was a tough year.  There were lots of surprises and challenges.  From social unrest in the Mideast, 

the Japanese earthquake, the debt-ceiling debacle and the super committee flop to the ongoing 

situation in Europe. 

Robert: 

And we don’t see those structural challenges dissipating as we go into 2012.  The headline is really 

focused on the debt load that faces the entire developed world.  You know, how we work that down is 

going to present a headwind that probably leads to sub par growth for years to come. So we try to 

emphasize that in our structural framework that one should not expect, over the weekend, some central 

bank or a new acronym out of Europe to solve all these problems.  We’re facing these structural 

challenges.  That does not mean that that doesn’t present opportunities. 

Colin: 

It’s easy to get caught up in emotion in the swings in market sentiment.  The 2012 Perspectives is our 

chance to take a step back and re-focus with a long-term view.   

Robert: 

In 2011 the highest performers were the higher current yielders, what we see in 2012 is some of those 

stocks are now trading at a little bit higher premiums is the opportunity in dividend growers, companies 

that are generating very high free cash flow, have low payout ratios and an opportunity to really drive 

that dividend higher going forward.  This leads us into some new sectors that are not traditional 

dividend payers, probably the most notable is technology, never a historical bastion of dividends but 



now generating significant free cash flow. We see a major opportunity for dividend growth out of the 

technology companies. 

Colin: 

One of the key investment themes is investing in a better balance sheet.  We think government balance 

sheets look troubled while corporate balance sheets are in relatively good shape.  From the fixed 

income side we think both high-grade and high-yield bonds are attractive.  Jennifer Ponce de Leon 

writes a very interesting article making a compelling case for investing in high yield, despite a slow-

growth scenario, yields are relatively attractive and default rates are very low.  In fact, we’d extend the 

better balance sheet theme from the U.S. to emerging markets. 

Robert: 

And given the barrage of bad news that we’ve seen there’s an awful lot of fear in the marketplace and in 

that environment of risk-off emerging market equities are the worst performing asset class in 2011 

despite, perhaps, having the best growth profile and the strongest balance sheets. 

So again, we think as we look there, there’s real structual opportunities.  

Some of the essays in here point to those structural opportunities emphasizing improved governance in 

those countries and particularly the demographic opportunity, that tailwind that will drive emerging 

market growth at a premium for a longer period of time. 

Colin: 

Given those opportunities we still want to be respective of the changing market conditions. So we get 

back to the corporate bond example that I used earlier and as much as that’s an attractive investment 

opportunity we’re very mindful of liquidity, for example, drying up within the corporate bond area.  So 

Tom Murphy and team have written a very interesting article about corporate bonds and how we’re 

trying to manage liquidity. 

Robert: 

In reading the book as a whole, the thing that was exciting to me, was sometimes the interplay between 

the essays and really, in investing,  often times it’s connecting the dots in the mosaic that represents 

opportunity and two that jumped out at me, where the interplay was exciting were Tom West’s piece on 

margin progression and Tom Galvin’s piece on scarce growth and where to find it.   

So Tom West’s piece on margin progression uh we’ve seen an explosion in profit margins over recent 

years as companies have done a great job tightening their belts so any incremental revenue has just 

largely dropped to the bottom line yet Tom emphasizes that that’s going to be a tougher challenge going 

forward, there’s just not as much room to run.  And that plays back into this theme of low, slow growth 

for a longer period of time.   

 



So given that backdrop, what Tom Galven emphasizes as to how do you find scarce growth, we think 

there’s a real opportunity for those scarce growers to continue to garner a larger premium again, just 

based on scarcity value.  When there’s not a lot of growth to be had, those companies that can continue 

to be wallet-share gainers can continue to standout and provide great returns from here. 

Colin: 

The 2012 Perspectives book lays out this mosaic.  We think it does a really good job of providing a 

structural framework, identifying key investment themes in addition to specific ideas that you can use in 

your portfolios. 

Robert: 

Colin and I get to work with these investors everyday and hear their best thinking and I think it was still 

exciting for us to see it all pulled together into one book.  We enjoyed reading it and hope you take the 

time to do the same.  Thank you for your attention today. 

Colin: 

Thank you. 

 

Important Disclosure 

Dividend payments are not guaranteed. The amount of a dividend payment, if any, can vary over time 

and issuers may reduce dividends paid on securities in the event of a recession or adverse event 

affecting a specific industry or issuer. 

The market prices of technology and technology-related stocks tend to exhibit a greater degree of 

market risk and price volatility than other types of investments. These stocks also may be affected 

adversely by changes in technology, consumer and business purchasing patterns, government regulation 

and/or obsolete products or services. 

Investments in foreign securities involve certain risks not associated with investments in U.S. companies, 

due to political, regulatory, economic, social and other conditions or events occurring in the country, as 

well as fluctuations in currency and the risks associated with less developed custody and settlement 

practices. Risks are particularly significant in emerging markets. 

There are risks associated with fixed income investments, including credit risk, interest rate risk, and 

prepayment and extension risk. In general, bond prices rise when interest rates fall and vice versa. This 

effect is more pronounced for longer-term securities. 

Non-investment grade securities, commonly called “high-yield” or “junk” bonds, have more volatile 

prices and carry more risk to principal and income than investment grade securities. 



The views expressed are as of January 1, 2012, may change as market or other conditions change, and 

may differ from views expressed by other Columbia Management Investment Advisers, LLC (CMIA) 

associates or affiliates. Actual investments or investment decisions made by CMIA and its affiliates, 

whether for its own account or on behalf of clients, will not necessarily reflect the views expressed. This 

information is not intended to provide investment advice and does not account for individual investor 

circumstances. Investment decisions should always be made based on an investor’s specific financial 

needs, objectives, goals, time horizon and risk tolerance. Asset classes described may not be suitable for 

all investors. Past performance does not guarantee future results and no forecast should be considered 

a guarantee either. Since economic and market conditions change frequently, there can be no assurance 

that the trends described here will continue or that the forecasts are accurate. 

Investment products are not federally or FDIC-insured, are not deposits or obligations of, or guaranteed 

by any financial institution, and involve investment risks including possible loss of principal and 

fluctuation in value. 

Securities products offered through Columbia Management Investment Distributors, Inc., member 

FINRA. Advisory services provided by Columbia Management Investment Advisers, LLC. 
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