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By Donald Pearson

How different today’s
marketplace is
compared to years
past. Pensions are
drying up and

becoming a thing of the past, yet Social Security is no
longer attacked as disappearing in the next few years.
I guess this sends mixed signals to all of us, but the
most important rule to remember and never forget is,
no matter what the politicians propose, we all can and
must control our own futures.
   If you believe providing for your future includes
annuities, you could call me for a discussion before
purchasing. Once armed with the facts, one might give
a second thought to taking ownership. Even if an annuity
meets today’s objective, five years from now it will lag
in the growth needed to sustain the new inflationary
costs that are 20-50 percent higher. In the past we
could invest in companies such as Coca-Cola, Cisco,
Home Depot, Dell, Harley Davidson, and many others
to gain financial success over a period of time. With
today’s international market presence, one must look
everywhere for additional opportunities. Here in the US
we can still find great values, and we’ll continue to do
so, but opportunities also lie in other parts of the world.
If asked to select favorite regions or countries for this
year, I’d lean toward Europe and Australia.
   With that said, China and India appear to have
opportunities for today and tomorrow. When one learns
more about China and its hands on government, you
should become concerned; yet, knowing the potential
of both (about 22% of the world’s population) one can
only prepare with a “ready-set-grow” mentality. Do as
we have done. Work overtime trying to digest all the
information available and then make what you believe
to be the right decisions. Then, and only then, does the
“ready-set-grow” mentality prevail. I believe we’re there

now. The days and months of research are in, the
choices made, and now we’ll wait for our report card,
which will come out later this year. We do not need to do
any more trading to generate the dollars needed to
create the international exposure, it’s done.
   Listed on page five are the ETFs selected at the
beginning of the year, and this includes Europe, China,
India, Australia, Singapore, and other parts of the world.
We are excited about this as a benchmark, or nucleus,
as we continue to add individual stocks that appear to
be standouts from these regions. In this month’s letter
we’ve featured China’s Natural Gas— CHNG. This is a
young start-up company with little past history, but a
company with tremendous potential. I don’t know if we’ll
be right with our leadership position, but I do believe
we’ve diversified these portfolios properly, and many
will be able to assume the risk of ownership with this.
Whether yours is, or is not, more importantly, we’re now
exposed to the world’s investments, and we’re doing
this the safest way possible. Through our ongoing
research we’ve also been able to find several with far
above average yields, while at the same time projecting
double digit growth far above what we’ve set as a
benchmark.
   Like any other business, getting the decision makers
together, and having them agree their philosophy is
correct, is difficult, or more often impossible, but we’ve
been able to accomplish this. Our entire research team,
from Walter on down, agrees: We’ve selected the right
countries, and we’ve selected the right way of adding
the choices to our portfolios. Once the months of
preparation were done, we were “ready” to begin. All of
the portfolios have been reviewed and the right
decisions were made, the portfolios are “set.” We will
continue to monitor their performance daily, simply
because we’re ready for, and expecting to see, their
above market average “grow-th.”
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 "Remember the Lord your God, for it is He who gives you the ability to produce wealth. Deut. 8:18”

Walter Pearson is the former President of First New England Securities, Co., Inc. and at that time, also managed the Statistical Department.
 He is the author of the book, "Investing for the Millions" and Publisher Emeritus for the Pearson Investment Letter.

At this time, Mr. Pearson is Chairman of the Board of Pearson Capital, Inc.
 He is a contributing columnist for various publications and is listed in Who's Who in America.

Copyright © 2007 Pearson Capital, Inc. - All Rights Reserved - Sources: Pearson Capital, Inc. research, various publications and the Internet

Information & data obtained from other sources is believed to be reliable,  but  its  accuracy and completeness can not be guaranteed.

Source Rating Key  for PCI’s featured  stocks: Pearson Investment Growth Rating measures long-term past and  future growth.
Pearson Value Rating measures current value in terms of potential for the dollar. Investors Business  Daily measures growth and relative price strength.

S&P measures financial quality and growth potential. Value Line measures timeliness, value and safety.

WALTER’S WISDOM

I N V E S T I N G
FOR PROFITS

   It has always been my philosophy to invest in companies that have a good outlook, are growing, and have good
management, and then wait for the results. Time is a factor. Sometimes this future growth will be reflected in the daily
market price of the stock, and sometimes it may not show up in the market price for one or two years; but if you have
done your job properly, your company will appreciate in market price sooner or later.
   I can recall many instances through the years when a stock which I was holding would shoot up 50% or more in a
single day. The reason would be that some other company realized the true worth of the company and was willing to
pay that much for it. They would make an offer outside of the stock market and take over the entire issue. This is the
reason that I stress that the investor do his job before investing in a company, and then forget about day to day
fluctuations. In the stock market today we have price convolutions which are caused by day traders to a great degree.
These fluctuations are not meaningful to the true investor. When a company is going to double earnings in two, three,
or four years there is no reason to sell just because the stock dipped two or three dollars in a single day.
   Think of it this way; if the value of your home were quoted in the paper each day and the price dropped a few hundred
dollars in a single day, you wouldn’t consider moving. However, if someone moved in next door and they had pit bulls
and you had small children, you might then consider a move. If you have a good reason to move - move. Otherwise
remain as you are. The comparisons here are pretty much the same. A price fluctuation is no reason to sell your stock
holding. Look at the true value, not the quoted one.
   What it all comes down to is that one must do his work properly in the beginning. Sometimes a mistake has been
made and that becomes a good time to sell. Price is also an important consideration. Sometimes a company is doing
so well and the future looks so good that you may be willing to pay a bit more for the issue. All factors should be taken
into consideration when purchasing, but a very important thing to remember is that you are not just buying stock, you
are investing in a company.
   If you are retired, you will probably prefer issues that pay dividends. On the other hand if you are still working, you will
probably prefer growth issues. Growing companies do not usually pay dividends until they grow to a larger stature.
However, when they do start to pay, you may be overwhelmed by the size. I have companies in my portfolio that are
paying me more than 100% a year on my original investment. This is one of the advantages of growing companies.
My overall suggestion is not to get disgusted with a company simply because the stock price doesn’t rise. It may be that
you have seen something that has been missed by the public at large. The smart thing to do is to redo the job. Pull out
all the stops and check it over again. If it looks good, wait. One company that I can remember buying stayed at the same
market price for two years at which time another company bought them out. I doubled my money in two years, but if I had
impatiently sold it, I would have made naught.

In the business of investing it is very important for
the investor to realize that there are two sets of
values: the real value and the stated value. A stock
can be selling for one price today and a vastly
different price tomorrow. What is the difference?

What has created the difference? Should the investor pay little or no attention to price
fluctuations pertaining to his holdings?

By Walter Pearson
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CHINA NATURAL GAS, INC  (CHNG)     OTC BB: CHNG.OB  PRICE: $3.15

Ratings & Recommendations

Current P/E Ratio: 13.7
Annual Yield: 0%
Annual Dividend: $0
Investor’s Business Daily: N/R
Pearson Growth & Value: B+
Morningstar Rating: N/R
Standard&Poor Rating: N/R
Value Line Rating: N/R

Type: Emerging Growth
Sector: Gas

Institutional Holdings: 0
Industry: Gas

 Earnings per share

Estimated

ADVANCE AUTO PARTS, INC  (AAP)     NYSE  PRICE: $41.20

Ratings & Recommendations

Current P/E Ratio: 19.1
Annual Yield: 0.58%
Annual Dividend: $0.24
Investor’s Business Daily: D+
Pearson Growth & Value: A
Morningstar Rating: B
Standard&Poor Rating: B
Value Line Rating: C

Type: Growth
Sector: Services

Institutional Holdings: 180
Industry: Auto Parts Stores

 Earnings per share

Estimated

AMERICAN DENTAL PARTNERS, INC (ADPI)     NASDAQ  PRICE: $21.38

Ratings & Recommendations

Current P/E Ratio: 24.6
Annual Yield: 0%
Annual Dividend: $0
Investor’s Business Daily: B
Pearson Growth & Value: A
Morningstar Rating: N/R
Standard&Poor Rating: B
Value Line Rating: B

Type: Growth
Sector: Services

Institutional Holdings: 26
Industry: Management Serv.

 Earnings per share

Estimated

BEST BUY CO, INC   (BBY)     NYSE  PRICE: $46.65

Ratings & Recommendations

Current P/E Ratio: 16.7
Annual Yield: 0.86%
Annual Dividend: $0.40
Investor’s Business Daily: B+
Pearson Growth & Value: A
Morningstar Rating: A
Standard&Poor Rating: A
Value Line Rating: B

Type: Growth
Sector: Services

Institutional Holdings: 553
Industry: Electronic Stores

 Earnings per share

Estimated

May 2007

AAP operates as a retailer of automotive parts, accessories, and
maintenance items for do-it-yourself and do-it-for-me customers in
the automotive aftermarket industry. The company offers replacement
parts, accessories, maintenance items, and automotive chemicals
for cars and light trucks. It operates through two segments, Advance
Auto Parts (AAP) and AI. The AAP segment operates stores that offer
replacement parts, as well as automotive tires and service in the United
States, Puerto Rico, and the Virgin Islands.  As of 12/30/06, this segment
operated 2,995 stores under the trade names Advance Auto Parts,
Advance Discount Auto Parts, and Western Auto. The AI segment
operates stores, which provide replacement parts for domestic and
imported cars, and light trucks for the commercial market in New
England and New York.

ADPI provides business services to multidisciplinary dental group
practices primarily in the United States. The company acquires assets
of the dental practices with which it affiliates and enters into long-term
service agreements with professional corporations, professional
associations, or service corporations. It provides various services for
the administration of the non-clinical aspects of the dental operations.
The company’s services include organizational planning and
development; recruiting, retention, and training programs; quality
assurance initiatives; facilities development and management. As of
December 31, 2006, American Dental Partners was affiliated with 22
dental group practices, comprising 470 full-time equivalent dentists
practicing in 209 dental facilities. The company was founded in 1995
and is headquartered in Wakefield, Massachusetts.

BBY operates as a specialty retailer of consumer electronics, home-
office products, entertainment software, appliances, and related
services. It operates retail stores and commercial Web sites under
the brand names Best Buy, Future Shop, Magnolia Audio Video, and
Geek Squad. BBY offers video products that include televisions, digital
cameras, DVD players, digital camcorders, and digital broadcast
satellite systems; audio products, including MP3 players, home theater
audio systems, mobile electronics, home-office products,
entertainment software products; and appliances, such as vacuums,
small electrics, and housewares. It also provides computer set-up,
repair, and software installation services. As of 11/30/06, the company
operated approximately 1,100 retail stores in the U.S., Canada, and
China. The company was founded in 1966.

CHNG, formerly known as Coventure International Inc., is primarily
engaged in the transmission and distribution of natural gas to
commercial, industrial and residential customers.  China Natural Gas
supplies natural gas to approximately 50,000 residential customers
in Lantian County, Lintong and Baqiao Districts in the jurisdiction of
Xian. These residences include apartment blocks and small estates.
Commercial customers include small businesses like restaurants
and office buildings. Via a connecting point with a high-pressure
pipeline network from the government-operated Shaanxi Natural Gas
Company, natural gas with lower pressure is delivered to its
residential, commercial and industrial customers. The Company owns
approximately 120 kilometers of high-pressure pipeline.

n/a
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RUTH CHRIS STEAK HOUSE, INC  (RUTH)  NASDAQ  PRICE: $19.85

Ratings & Recommendations

Current P/E Ratio: 19.5
Annual Yield: 0%
Annual Dividend: $0
Investor’s Business Daily: D+
Pearson Growth & Value: B+
Morningstar Rating: A
Standard&Poor Rating: A
Value Line Rating: B

Type: Growth
Sector: Services

Institutional Holdings: 73
Industry: Restaurants

 Earnings per share

Estimated

EBAY, INC  (EBAY)   NASDAQ  PRICE: $33.94

Ratings & Recommendations

Current P/E Ratio: 38.1
Annual Yield: 0%
Annual Dividend: $0
Investor’s Business Daily: A-
Pearson Growth & Value: A-
Morningstar Rating: A-
Standard&Poor Rating: A
Value Line Rating: A

 Earnings per share

Estimated

FIRST ADVANTAGE CORPORATION  (FADV)  NASDAQ  PRICE: $23.28

Ratings & Recommendations

Current P/E Ratio: 20.1
Annual Yield: 0%
Annual Dividend: $0
Investor’s Business Daily: B
Pearson Growth & Value: A-
Morningstar Rating: N/R
Standard&Poor Rating: N/R
Value Line Rating: B

Type: Growth
Sector: Services

Institutional Holdings: 35
Industry: Business Serv.

 Earnings per share

Estimated

REGIONS FINANCIAL CORPORATION  (RF)  NYSE  PRICE: $35.09

Ratings & Recommendations

Current P/E Ratio: 13.9
Annual Yield: 4.10%
Annual Dividend: $1.44
Investor’s Business Daily: D
Pearson Growth & Value: C
Morningstar Rating: B
Standard&Poor Rating: A
Value Line Rating: D

Type: Growth
Sector: Financial

Institutional Holdings: 308
Industry: Regional Banks

 Earnings per share

Estimated

Page 4

May  2007

Type: Growth
Sector: Services

Institutional Holdings: 604
Industry: Catalog/Mail Order

eBay Inc. provides online marketplaces for the sale of goods and
services, online payments services and online communication
offerings to a diverse community of individuals and businesses. eBay
operates in three primary business segments: Marketplaces, Payments
and Communications. Marketplaces segment provides the
infrastructure to enable online commerce in a variety of platforms,
including the traditional eBay.com platform, Shopping.com, Classifieds
Websites and Rent.com. Payments segment, which consists of PayPal,
enables individuals or businesses to send and receive payments
online. Communications segment, which consists of Skype, enables
voice-over Internet protocol (VoIP) calls between Skype users, as well
as connectivity to fixed-line and mobile telephones.

FADV is an international provider of risk mitigation and business
solutions. The Company operates through six business segments:
Lender Services, Data Services, Dealer Services, Employer Services,
Multifamily Services, and Investigative and Litigation Support Services.
In February 2007, the Company acquired R E Austin Ltd. During the
year ended December 31, 2006, the Company acquired 11 companies.
Nine of those acquisitions, SkillCheck Inc., National Data Verification
Services, Brooke Consulting, HR Logix LLC, Inquest, Inc., Accufacts
Pre-Employment Screening, Inc., DecisionHR USA, Inc., Refsure
Worldwide Pty LTD, and Single Source Services, Inc. are included in
the Company’s Employer Services Segment. The acquisition of Evident
Data, Inc. and DataSec UK Ltd are included in its Investigative and
Litigation Support Services segment.

RF is a financial holding company headquartered in Birmingham, AL,
which operates throughout the South, Midwest and TX. The Company’s
operations consist of banking, brokerage and investment services,
mortgage banking, insurance brokerage, credit life insurance, leasing,
commercial accounts receivable factoring and specialty financing.
Regions conducts its banking operations through Regions Bank, an
Alabama chartered commercial bank that is a member of the Federal
Reserve System. As of 12/31/06, it operated approximately 2,000 full
service banking offices in AL, AR, FL, GA, IL, IN, IA, KY, LA, MS, MO, NC,
SC, TN, TX and VA. In November  2006, Regions and AmSouth Bancorp.
(AmSouth) completed a merger of the two companies. AmSouth was
a bank holding company headquartered in Birmingham, AL.

Ruths Chris Steak House, Inc. (Ruths Chris) is an upscale steakhouse
company that caters to families and special occasion diners. The
Company’s menu features a selection of high-quality steaks and other
premium offerings served sizzling and topped with seasoned butter.
As of December 25, 2006, there were 100 Ruths Chris restaurants, of
which 50 were Company-owned and 50 were franchisee-owned,
including 10 international franchisee-owned restaurants in Mexico,
Hong Kong, Taiwan and Canada. In July 2006, Ruths Chris acquired
five franchised restaurants, which include locations in Northbrook,
Illinois, Memphis and Nashville, Tennessee, Jacksonville, and Ponte
Vedra, Florida. The company was founded in 1965 and is
headquartered in Heathrow, Florida.
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iSHARES DOW JONES U.S. TRANSPORTATION   (IYT)    AMEX  PRICE: $90.33

Ratings & Recommendations

Current P/E Ratio: N/A
Annual Yield: 0.65%
Annual Dividend: $0.59
Investor’s Business Daily: N/R
Pearson Growth & Value: B
Morningstar Rating: A
Standard&Poor Rating: N/R
Value Line Rating: N/R

ARBOR REALRY TRUST, INC  (ABR)  NYSE  PRICE: $30.79

 May 2007 - Growth & Income/ETF

Current P/E Ratio: 10.5
Annual Yield: 8.05%
Annual Dividend: $2.48
Investor’s Business Daily: B-
Pearson Growth & Value: B-
Morningstar Rating: A
Standard&Poor Rating: C
Value Line Rating: C

YTD

Fund Area: U.S.
Category: Transportation

Type: ETF
Industry: Diversified

2004 2005 2006 2007

 Performance by %

Estimated

CD BUSTER 2007
YTD-Total  $

Europe-Diversified EFA 2.13  37 $73.22   $2,709.14   $79.16
Global-Value EFV   1.69 34 $72.20   $2,454.80 $77.08

US-Value VTV  2.32 34 $68.23   $2,319.82 $71.26

Global-Financial IXG 1.21 28 $90.55   $2,535.40 $93.24

India-Diversified IIF 0.60  49 $50.82   $2,490.18 $44.46

China-Diversified FXI  1.28 22 $111.45   $2,451.90 $105.29

Singapore-Diversified EWS   2.81 223 $11.20   $2,497.60 $12.73

Australia-Diversified EWA 2.92  106 $23.50   $2,491.00 $27.09

US-Diversified

ETF  Description

Total:

US-High Yield
Yield

  3.16

-

$ InvestedPrice/ShSharesSymbol
DCS   5.32 109 $22.98   $2,504.82

DVY

AVG 2.34%

36

 -

$70.73

-

  $2,546.28

  $25,000.94

Current-$
$22.15

$73.43

-
A $25,000 CD returning 5% (annual year-end value of $26,250) has a current value of
$25,415.00 + $415.00= 1.66%

CD Buster is a stock simulation portfolio created by Pearson Capital, Inc. for informational/educational purposes only.

DISCLAIMER:
Pearson Capital, Inc. makes no guarantee as to the accuracy or completeness of this data.
Information is provided for informational purposes only, and Pearson Capital, Inc. shall not
be liable for any errors or omissions, or for any actions taken in reliance thereon.

The same $25,000.94 invested in our CD Buster January 1, 2007 would have a value of
$25,846.28 on April 30, 2007  +$845.34 = +3.38%

The 2007 CD Buster

portfolio was created for
demonstrational purpose  from
our “top ten” list of  ETF’s. The
start up prices were taken from
the market’s closing price on
December 29, 2006. This
diversified portfolio demonstrates
how selected ETF’s could
outperform the regular bank CD
yielding 5.0% annually. This
example does not include
trading fees and management
fees as well as dividends earned.
Current performance does not
indicate or guarantee future
performance. All client portfolios
are customized differently, and
include individual equities and
ETF’s to meet their individual
growth objectives and goals.
There are no guarantees as to
the profit of each - some may lose
money.

$2,414.35

$2,643.48

$2,928.92

$2,620.72

$2,871.54

$2,838.79

$2,316.38

$2,178.54

$2,610.72

$2,422.84

$25,846.28

For additional updates go to www.pearsoncapitalinc.com  Go to: “CD Buster 07”

ABR operates as a real estate investment trust (REIT). The trust invests
in real estate related bridge and mezzanine loans, preferred and direct
equity, mortgage-backed securities, discounted mortgage notes, and
other real estate related assets. It offers bridge financing products to
borrowers who seek short term capital to be used in an acquisition of
property. Arbor Realty Trust offers mezzanine loans, which are loans
subordinate to a conventional first mortgage loan and senior to the
borrowers equity in a transaction. It provides financing by making
preferred equity investments in entities that own real property. The
trust also invests in mortgage-related securities. Arbor Realty Trust
qualifies as a REIT under the Internal Revenue Code. As a REIT, the
trust would not be subject to federal income tax if it distributes at least
90% of its taxable income to its shareholders.

Type: Growth
Sector: Financial

Institutional Holdings: 67
Industry: REIT-Diversified

Ratings & Recommendations  Earnings per share

iShares Dow Jones U.S. Transportation Index Fund is an exchange-
traded fund incorporated in the USA. The Fund’s objective is results
that correspond generally to the price and yield performance, before
fees and expenses, of the Dow Jones Transportation Average Index.
The Fund will invest at least 90% of its assets in the securities of its
Underlying Index.

The fund uses a representative sampling strategy to try to track the
index. The index measures the performance of the transportation sector
of the U.S. equity market. The index includes companies in the following
primary groups: airlines, trucking, railroads, air freight, transportation
services and industrial services. It is non-diversified.
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Economic Flows:

Earnings Flows:

2005

  3.0%

  (0.61%)

  1.37%

  3.32%

  3.5%

2001 2002 2003 2004

(Disputed)

  (21.1%)

    1.0%

   (7.1%)

  (13.3%)

 3.0%

  8.1%

  2.3%

  (23.4%)

  (16.8%)

 (31.5%)

  (21.6%)

  26.4%

  25.3%

  50.0%

  45.4%

  56.7%

  1.5%

  17.0%

  9.0%

  3.2%

  8.6%

  22.8%

  1.5%

2007/YTD2006

  13.6%
16.3%

 9.5%

  17.0%

  1.8%

  5.0%

+4.5%

+4.8%

+4.6%

 +3.4%

 +1.7%

Cash Flows:

Notice to Clients;
Anyone wishing to receive a copy of the most current Disclosure Brochure
(Form ADV Part II, and Schedule F) can do so by notifying Pearson Capital, Inc.
by email, telephone, or in writing. You can also view the updated documents on
our web-site:

www.pearsoncapitalinc.com.

 +3.4%

Recently people have been triumphant as the Dow approached
its all-time high of 13,000. While this milestone is important, we
should not look at just the Dow as a barometer of the economy.
Some people prefer the Wilshire 5000 as a more accurate way to
determine where we should be, since it represents a snapshot of
the economy as a whole. I prefer the Value Line index as a prime
indicator of how the economy is performing, because it is a
combination of many mid and large cap stocks. Its P/E ratio is my
preference of the true value of the stock market at any given time.

Key point: I prefer the Value Line index over many other indexes.

We are now in the middle of earnings season, and there are no big setbacks in the
market. Analysts had predicted a slowdown of about 3 percent growth for the market and
are surprised that the S&P is now showing about 6 percent. Everyone predicted that the
slowdown in real estate and the problem with mortgages would have an immediate
negative impact. While that problem is still looming, companies have been reporting
good growth. While I believe the market will have the traditional slow down in the middle
of the year, by year end we should be doing very well.

Key point: Full steam ahead, the market has been doing better than expected.

Companies are continuing to be bought out by hedge funds or competing rivals. Applebee’s
(APPB), Sallie Mae (SLM), Medimune (MEDI), and the Tribune (TRB) very soon will no
longer be public entities. In my opinion, too much is being paid for these companies, and
the economy will suffer because of that reason. Too much debt becomes a problem in
itself. Hedge funds and corporations are using cheap debt to pick off cash laden money
producing companies. While people are happy now, in the long run, any major imbalance
will cause more problems in the future. On a positive note however, many companies are
performing very well, paying off existing debt and creating great amounts of free cash
flow. It’s no wonder why these companies are being targeted for privatization.

Key point: Free cash flow companies are easy targets for others to use unwisely.


