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NLF THON

The Nittany Lion Fund and PSIA
began a Penn State IFC/Panhellenic
Dance Marathon (THON) team for
the 2008-2009 school year. THON
is the largest student-run philan-
thropy in the world, with all proceeds
benefiting The Four Diamonds Fund
for pediatric cancer. The NLF's first
canning trip on October 11-12 raised
over $4,000. The THON team will
engage in three more canning trips
for the remainder of the school year
and have two ‘dancers' for the event
in February.

For any questions please
contact Paul Russ at
paulruss@gmail.com
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Building an Empire: Nate Kline

Nate Kline has proved that with great
motivation an idea can become reality, and
solid persistence will make others believe
in this idea. He has proved this from taking
the initiative along with Ali Chaudhry to
create the Penn State Investment Associa-
tion, back in 1999, to starting Naissance
Management, LLC to manage his own
hedge fund, de' Medici Fund, LP. Regard-
ing PSIA, Nate explains, "Something that
was missing was a program to give stu-
dents real-life situations and prepare them
for an investment banking job". The two
recruited others to be partners, and began
to devise a plan that would teach future
members how to pitch and evaluate stocks.
When Nate was a freshman, his goal was to
have real money under management by the
time he graduated, setting the benchmark
at $5 million, which would eventually be
fulfilled. Nate left Penn State in 2003 with
The Nittany Lion Fund plans and approv-
als in place and
launch in 2005, ultimately reaching $5
million under management in 2007.

Nate was not only instrumental in the
creation of the NLF, but also spearheaded
other initiatives including: the Sapphire
program, which is a fast-track curriculum
that allows students to get into core classes
earlier in their college careers, and ex-
panded the mission of the Business
Roundtable to include leadership develop-
ment and community outreach. Originally,
the group was put in place primarily to
facilitate networking among Smeal's busi-
ness organization leaders. As a Director
and then Chairman of this group, Nate

developed the current incarnation of Smeal
Survivor, now known as The Next CEO.

After leaving Penn State, Nate spent two
years in the Mergers & Acquisitions group
in investment banking at Merrill Lynch,
hoping to gain enough experience to even-
tually move on in his career. His next step
was to go into Private Equity at Fortress
Investment Group as an Associate. Nate
says "l wanted to be able to control my own
future and not be at the bottom of the
barrel answering to someone". Ultimately,
this would be the path Nate would follow to
get to his most recent achievement; starting
his own hedge fund.

With de' Medici Fund, LP he will be invest-
ing primarily in stocks, options and ETFs,
utilizing a long/short equity strategy to
make directional bets on securities impacted
by emerging markets, trends, technologies

| and products. The Fund "will take high-

conviction, relatively concentrated long and
short positions with rigorous focus on
ahead of the curve idea generation and will
hedge with the intent to lock in alpha and
remove exogenous risk from the portfolio.”
The "Seven Revolutions" serve as Nate's
contextual backdrop for his global macro-
economic, top-down approach when evalu-
ating the investment opportunity set. He
says he will "scrutinize markets, industries
and trends in order to make investment
decisions based largely on fundamental
factors including economic/business driv-
ers, valuation and investment catalysts at the
security-level." Market sentiment, momen-
tum and technical indicators will also factor
into trading decisions and timing.

important for them to be flexible and
creative in their search. Nate says he looks
for young professionals who are energetic
and committed to the task at hand, hard
working, motivated, have the desire to be
the best, and are able to understand the
big picture of finance and economics.

For individuals on Wall Street, the current
economic environment seems to be on
the forefront of their minds. Nate reacted,
"I have never seen sentiment lower. Peo-
ple are taking money out left and right and
trillions of dollars are sitting on the side-
lines and not being invested. For the first
time in 10 years of following the markets,
| feel like fundamentals are 100% discon-
nected from current prices." Although this
is a tough time to be in the business, Nate
recommended traditional defensive plays
like consumer staples to hedge against the
volatility in the markets. Staples compa-
nies have raised their prices in response to
higher energy and commodity prices, but
have implemented creative marketing and
cost savings measures to compensate.
Now that energy prices are declining,
these companies will not cut their prices,
resulting in higher revenues and earnings.

"The current state of the markets suggests that the economy is in for a prolonged recovery pe-
riod. The recent bailout package has brought to light the extent of the value loss resulting from
the credit crisis. However, | believe we're now just entering the second phase of contraction as
job losses, foreclosures and tighter lending standards will restrict consumer spending and soften

corporate earnings, placing continued pressure on share prices."

-Ali Chaudhry, Merrill Lynch Investment Banking

Penn State Investment Association Founder
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Nittany Lion Fund Manager of the Monthd Steven Murra

Steve Murrayis a junior from
Erie, PA majoring in Finance with
a minor in Economics. Steve
joined the fund as a freshman as
an Associate Analyst before be-
coming the Lead Analyst of the
Financials Sector. Steve worked at
Citigroup last summer in their
Sophomore Rotational Program
where he had the opportunity to
work in the Mergers & Acquisi-
tions Group of Investment Bank-
ing and the Global Structured
Solutions Group of Capital Mar-
kets, Structuring and Origina-

i ts

an optio

n or

tion. Next summer he will be
returning to Citigroup for an in-
ternship in their Investment Bank-
ing program. Steve is involved in
a number of different clubs and
organizations on campus and en-
joys playing soccer and golf in his
free time. The Financials sector
has out-performed their respective
index by 9.88% YTD. Current
holdings for the sector include
Goldman Sachs Group (GS),
BlackRock Inc. (BLK), J.P. Mor-
gan Chase Co. (JPM), PNC Finan-
cial Services Group (PNC), Feder-
ated Investors (FI1), Aflac Inc.
(AFL), and Bank of New York
Mellon Corp. (BK). Steve says,
"As one can imagine, managing
the Financials sector this year has
been extremely difficult due to the
changing landscape of the banking
industry, sector consolidation, and
the government's interven-

tion. To combat the volatility and

desir e,
- Lion on Wall Street

risk of the sector, I have tried to
stay out of under-capitalized fi-
nancial institutions and move into
large cap banks that haven't tried
to over-extend themselves with
aggressive acquisitions. Although
the worst may not be over, | be-
lieve there are long term opportu-
nities in under-valued companies
that have declined with the general
market. The Nittany Lion Fund
has provided me with hands on
experience and education that
cannot be duplicated in the class-
room. The skills that I will take
away from my participation in the
Nittany Lion Fund include atten-
tion to detail, financial modeling,
and presentation skills. While the
Financials sector has been beaten
down nominally this year, I am
privileged and grateful to have the
opportunity to manage this sector
during such a monumental time in
history".

now i s t

Stock Pick of the Monthd International Business Machines (IBM)

International Business Machines
(IBM) is the world's leading pro-
vider of computer services and
products. IBM was bought by the
fund at $80.81. IBM specializes in
the manufacture of mainframes
and servers, storage systems, soft-
ware, and microelectronics. John
Brozick, Brian Clionsky, and Abi
Viswanathan, the Lead and Asso-
ciate Analysts in the Information
Technology Sector recommended
the purchase of IBM because it is
a secure large-cap bellwether that
was trading at a very attractive
price. IBM is trading up over 15%
nominally since its purchase. Key

Drivers:1. Revenue Diversifica- i

tion: IBM operates in over 170
countries, 50 of which experi-
enced greater than 10% revenue
growth in 2007. IBM has a very
diverse client base and services
many different industries so it is
not too highly exposed to any
customer or industry, a factor that

will serve IBM in the future with
potential cuts or slowed growth in
IT spending. 2. Sector Strategy:
IBM helps stabilize the IT sector
as it is a large cap blue-chip bell-
wether currently trading at a very
cheap price. IBM will reduce the
opportunity to underperform the
benchmark and decrease's the
sector's volatility risk.
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3.IBM's Growth/Creating
Value StrategiesiBM has con-
tinued to shift and expand its
product offerings to meet client
needs and keep up with the spe-
cific changes in the IT industry
such as globalization, IT infra-

structure, virtualization, and cloud
computing. IBM will continue to
achieve revenue growth through
annual/long-term contract busi-
nesses, being a global presence,
investing in key growth initiatives
and strategic acquisitions, cost
saving initiatives, and a balanced
business mix. With slowed IT
spending cuts seeming very likely
over the next few quarters, the IT
sector is very confident that IBM
is positioned well to remain strong
during these potentially turbulent
times as they are not reliant upon
any one customer or industry,
continue to reshape their product
offerings, and have many long
term contracts in place. Also,
there has been a shift in IT from a
back office operation to a business
partner which makes it harder to
cut spending in the short term and
there will be an increased demand
for business efficiencies through
technology.
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THE NITTANY LION FUND
Oct ober 0s

Consumer Discretionaryreturned -
12.03% nominally in October, but outper-
formed the benchmark by 0.71% . Nike
and McDonald's outperformed the bench-
mark by 3.15% and 16.78% respec-

tively. VF Corp lagged the benchmark by
11.87% for the month on a difficult retail
environment. A direct swap for McDon-
ald's out of Walt Disney was executed on
October 20. No trades are pending for
the month of November.

Consumer Stapleseturned -12.73%
nominally in October, and underper-
formed the S&P500 benchmark by 2.52%.
The sector purchased General Mills (GIS),
, which has returned 13.06% since pur-
chase. The laggards within the Consumer
Staples during October were Coca-Cola,
down 16.19%, and Philip Morris Interna-
tional which was down 12.48% for the
month despite beating Q3 earnings esti-
mates by $0.04 per share. Kimberly-Clark
was down 4.81% for the month, largely
due to missing earnings estimates by $0.02
per share in Q3.

Energy sector returned (13.37%) nomi-
nally for October while under-performing
the benchmark by 2.45%. Southwestern
Energy Co. and Exxon Mobil Corp. out-
performed the benchmark while Apache
Corp., Noble Corp., ConocoPhillips,
Chesapeake Energy, and Schlumberger
Ltd. Underperformed the benchmark.
The Energy sector sold out of Helix En-
ergy Solutions and bought into Exxon
Mobil Corp. which helped relative per-
formance.

Financials returned -13.44% nominally
during the month of October, but outper-
formed the benchmark by 5.15%. The
financial sector added J.P. Morgan and
PNC Financial Services and sold their
position in Visa Inc. and Goldman Sachs.
Bank of New York Mellon and Federated
Investors were the sector's top outper-
formers. The top two underperformers
were BlackRock Inc. and Goldman Sachs.
Healthcarereturned -11.08% nominally

ol

in October, and underperformed the
S&P500 Healthcare benchmark by
1.38%. The sector purchased Genentech,
and saw a return of 5.51% . Johnson &
Johnson returned 0.31% . Gilead Sci-
ences Inc. also had a positive return of
0.22% after a better than expected Q3
earnings The sector reduced their

large position in Gilead Sciences in order
to reduce their risky exposure to the
FDA. The laggards within Healthcare
were Stryker Corp, down 12.17%, and
Becton Dickinson & Co. which was down
13.51% for the month.

Industrials returned -11.08% nominally
for the month of October while returning
-1.54% relative to the benchmark. The
stable demand of the medical waste ser-
vices industry along with a solid third
quarter earnings lifted Stericycle to per-
form well. The volatile industry in which
Ametek operates drove them lower for

the month, however they did report stellar

earnings accompanied by good guidance.
General Dynamics also reported excellent
earnings and promising forward looking
guidance, but traded down with the over-
all Aerospace and Defense sector. Stericy-
cle was purchased for the month of Octo-
ber.

Information Technology returned -
11.57% nominally in October and under-
performed the benchmark by 0.17%.
Intel outperformed the benchmark by
10.6% . Cerner outperformed its respec-
tive benchmark by 3.39% after posting
better than expected earnings. Google,
outperformed 4.28% after posting better

Sector

than expected earnings. Shares of ADP
and Amphenol were shaved in the pur-
chase of Intel and shares of Cerner and
Google were shaved in the purchase of
IBM.

Materials returned -21.60% nominally in
October and underperformed the S&P500
Materials benchmark by -8.98%. Ecolab
outperformed by 10.2% . FMC outper-
formed 7.58% . Praxair gained 1.40% on
the benchmark, mainly due to announce-
ments of increased long term contracts
with new clients. Freeport McMoRan
underperformed the benchmark by -
23.3%. The significant drop in copper
prices and the dramatic sell-off and hedge
fund redemptions have taken a toll on the
stock price. 650 shares of Ecolab were
purchased on October 27th,

Telecommunicationsreturned -14.44%
nominally in October, and underper-
formed the benchmark by

6.37% . American Tower was purchased
to gain exposure to the communications
infrastructure and services sub-sector,
after the selling of America Mo-

vil. American Tower has outperformed
the benchmark, losing only 0.46% since
purchase. AT&T outperformed by 3.37%
relative to the benchmark . Cisco under-
performed the benchmark by 10.96%,
while L-3 Communications underper-
formed by 8.09%.

Utilities returned -12.21% nominally in
October, underperforming the benchmark
by 3.31% . Consolidated Edison returned
7.12%; Exelon returned -9.89%; Tran-
sCanada Pipelines returned -12.93%.
Consolidation Edison boasted a strong
monthly return, primarily due to over-
whelming fear in the market and investor
need for stability. Exelon suffered a loss
mainly due to the announcement of an
unsolicited bid for NRG and the com-
pany &8s s u-botlecredit downt-
grade by S&P. TransCanada was the sec-
tords | argest

| e ar n 8@ pteadn onuthe S&P 10 dop saying the market is wrong. Until non-central bank credit

starts flowing in the market again and we see people start taking on risk and leverage, doing deals or giving money to

busi nesses

t hat deserve it,

-Lion on Wall Street
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THE NITTANY LION FUND
NLF Sector NLF  S&P Relative

Base Portfolio Value $4,754,49 - - 0 0 0
Current Portfolio Value $3607 15 Consumer Discretionary] -12.03%-12.65% 0.71%

el Rl $ 280,5871|Consumer Staples -12.73%-10.48% -2.529%
Performance* Weekly YTD Inception |{=glclfe)% -13.37%-11.20% -2.45%
Nittany Lion Fund 10.28% (31.22%) (2.00%) [|Financials -13.44%-17.69% 5.15%

S&P 500 Index 10.52% (33.20%) (4.11%) : oL o n20r] 1 amo
NLF vs. S&P 500 2 (0.249%)" 1.08% 2119 1| |Healthcare 11.08% -9.83%] -1.38%

keystamsics e |[RCEEREE -11.08% -9.69%| -1.54%
Portfolio Beta 0.84|Information Technology|-11.57%-11.42% -0.17%
Sharpe Ratio (1 yr.) -L4{IMaterials -21.60% -13.86% -8.98%

\olatility (26 week) 0.34 P _ od _ onl - o
Weighted Ave. Market Value 573 Telecommunications 14.44% -8.62%| -6.37%

P/E (TTM) 15.94 Utilities -12.21% -9.21%| -3.31%
YTD Turnover Ratio 0.84|*Geometric Calculations

Company Ticker Final Price Purchase Pric: Performance
AFLAC Inc AFL $44.28 $52.12 -15.04%
American Tower Corp AMT $32.31 $32.46 -0.46%
Ametek Inc AME $33.25 $37.33 -10.93%
Amphenol Corp APH $28.65 $35.15 -18.49%
Apache Corp Ord Shs APA $82.33 $90.48 -9.01%
AT & T Ord Shs T $26.77 $28.12 -4.80%
Automatic Data Processing Inc ADP $34.95 $41.28 -15.33%
Bank of New York Mellon Corp BK $32.99 $29.78 10.78%
Becton Dickinson & Co BDX $69.40 $80.24 -13.51%
Blackrock Inc BLK $131.34 $182.50 -28.03%
Cerner Corp CERN| $37.23 $40.47 -8.01%
Chesapeake Energy Ord Shs CHK $21.97 $28.92 -24.03%
Cisco Systems Inc CSCO| $17.77 $21.25 -16.38%
Coca-Cola Co KO $44.06 $52.57 -16.19%
ConocoPhillips COP $52.01 $66.14 -21.36%
Consolidated Edison Inc ED $43.32 $40.44 7.12%
Danaher Corp DHR $59.24 $62.63 -5.41%
Ecolab Inc ECL $37.26 $37.90 -1.69%
Exelon Corp EXC $54.24 $60.19 -9.89%
Exxon Mobil Corp XOM $74.12 $65.71 12.81%
Federated Investors, Inc Fll $24.20 $25.56 -5.32%
FMC Corp FMC $43.54 $45.50 -4.31%
Freeport McMoRan Copper & Gold Ord SHs FCX $29.06 $44.86 -35.22%
Genentech Inc DNA $82.94 $78.61 5.51%
General Dynamics Corp GD $60.32 $68.20 -11.55%
General Mills Inc GIS $67.74 $59.92 13.06%
Gilead Sciences Inc GILD $45.85 $45.75 0.22%
Goldman Sachs Ord Shs GS $92.50 $128.00 -27.73%
Google Inc GOOG| $359.36 $386.91 -7.12%
Intel Corp INTC $16.03 $16.16 -0.80%
Intl Business Machines IBM $92.97 $80.81 15.05%
Johnson & Johnson JINJ $61.34 $61.15 0.31%
JPMorgan Chase & Co JPM $41.25 $38.05 8.41%
Kimberly-Clark Corp KMB $61.29 $64.39 -4.81%
L-3 Communications Holdings Inc LLL $81.17 $94.05 -13.69%
McDonald's Corp MCD $57.93 $55.30 4.75%
Microsoft Corp MSFT| $22.33 $26.32 -15.16%
Nike Ord Shs Class B NKE $57.63 $63.25 -8.89%
Noble Corp NE $32.21 $37.49 -14.08%
Philip Morris International Inc PM $43.47 $49.67 -12.48%
PNC Financial Services Group Inc $66.67 $67.10 -0.64%
Praxair Inc PX $65.15 $72.75 -10.45%
SCHLUMBERGER $51.65 $72.53 -28.79%
Southwestern Energy Co $35.62 $29.33 21.45%
Stericycle Inc $58.43 $55.15 5.94%
Stryker Corp $53.46 $60.87 -12.17%
TransCanada Pipelines LTD $30.30 $34.80 -12.93%
\VF Corp $55.10 $72.41 -23.91%
*Buys In Red
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