
employment growth. Consumer spending,
which had been holding up reasonably well
despite falling home prices and higher energy
costs, began to face a weakened employment
picture. Thus, one of America’s main economic
supports was facing likely retrenchment. 

Risk re-priced
Capital spending has also been a supporting

factor in the continued growth of the economy.
While non-financial profits, corporate balance
sheets, and cash flow remain strong, signs that
inventories are building, tighter credit
conditions, and the re-pricing of risk all suggest
that capital spending plans may be moderated. 

Meanwhile, a third prop to economic growth,
U.S. exports, remained strong, reflecting the
substantial decline in the dollar— a trend that
could offset weakness in other areas. Countries
exporting to the U.S. have not been able to raise
their prices to offset the falling dollar. Thus,
inflation measures remained tame.

Rate disparity
Access to credit was also a substantial

concern. The Federal Funds rate at 41⁄2%,
announced on Oct. 31, was a full 11⁄2% higher
than the yield on U.S. Treasury Bills—a
disparity that made banks unwilling to lend.
Thus, faced with weakening growth, tame
inflation, and a stringently high Fed Funds rate,
the decision to lower the rate to 41⁄4% on
December 11, was a necessary move. 

Despite the volatile news and sentiment
changes, we believe the underlying
fundamentals and valuations of large, globally
exposed U.S. equities remain very favorable.
The prospect for easier credit terms, solutions
to the mortgage collapse, an infusion of foreign
investment, and lower oil prices bode well for
long term equity investment.

After Market Turbulence… (continued from page 1)

Familiar faces 
The CEO’s of three different medical

corporations whose stocks are held in client
portfolios and the vice chairman of another
delivered formal presentations which, along 
with some informal discussions, provided me 
with deeper insight into their business model 
and strategies.
Common themes of their presentations were: 
• The rapid escalation of technology in medical

care including, but not limited to, physical,
chemical, electronic and computer systems;

• The increasing focus on wellness, illness-
prevention, and early detection as ways to
significantly control or reduce future health care
costs;

• The need for a totally integrated, seamless
personal medical information system as a way
for the national medical community to increase
productivity, while reducing treatment errors and
redundancy;

• The increasing personalization of medical
treatment as diagnostic technology identifies 
the patient-specific efficiency of specific disease
treatments.

Robotic surgery
At 7:30 a.m. on two consecutive days, I viewed

live, closed-circuit TV feeds from one of the

Clinic’s operating rooms. The first morning I
witnessed the replacement of a heart valve
through a small incision between the ribs. The
surgeon was seated at a console in the corner of
the operating room utilizing a robotic surgical
system to perform this incredibly delicate surgery.
On the second day, what I witnessed was
breathtaking! It was an experimental procedure
whereby surgeons replaced a heart valve with an
artificial valve using catheters pushed through the
patient’s veins.

Enormous potential
The Summit served as a dramatic reminder that

medical technology is exploding exponentially and
has enormous potential to impact healthcare
delivery and to control costs. 

More importantly, though, the Summit provided
Midwest Investment Management with
information that influences investment decisions
for our clients today and in the future.

◆ ◆ ◆

This type of non-traditional investment research 
is typical of our efforts to identify investment
opportuities across numerous sectors of the
American economy. If you’re not a Midwest
Investment Management client, let Norm put 
his experience to work for you. Contact him today 
at (216) 830-1135 or nfk@mimllc.com

PERSPECTIVE
Winter 2008 – Volume9, No.1

How To Reach Us.
You may contact our partners 
or staff by phone or e-mail.
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In early October, I spent 2 1⁄2 days at the
Cleveland Clinic’s 2007 Medical Innovation
Summit, the focus of which was “State of the
Heart: Cardiovascular Technologies.”

The Summit attracted people from around the
world, including leaders in
medicine, experts in medical
technology, government
officials, and even investment
professionals. My reasons for
attending ranged from general
and qualitative, to specific and
quantitative:
• To update and expand Midwest

Investment Management’s
knowledge base in medical
technology;

• To meet with executives of
medical companies whose
stocks are held in client
portfolios; 

• To gain further insight into the
economics, feasibility, politics,

challenges, and opportunities in the current
national healthcare debate;

• To better appreciate what can be done, should be
done, and might be done to address expanding
healthcare needs in the U.S.
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International Healthcare Summit Provides
Forum To Evaluate Investment Opportunities

After Market Turbulence of 2007, 
What Is Our Prognosis For 2008?

By Norman F. Klopp. Jr., CFA, Partner

Security markets swung widely in the fourth
quarter, continuing the pattern established in 
the preceding quarter. Each
change of direction was either a
reaction to, or anticipation of, bad
news stemming from sub-prime
mortgages and other securitized
loans, and fear or joy over the
reaction by the Federal Reserve.

Bad news prevailed in October
when banks and investment banks
reported third-quarter earnings,
and wrote-down the asset values
of weak loans on securities and
increased loan loss reserves to
protect against future losses.
While we don’t know whether the
nearly $20 billion in charges is just
the tip of the iceberg, we do know
that two high profile CEO’s and a

number of other high-level executives were
forced out of office.

Slowing economy
As the quarter progressed,

several economic statistics
indicated the economy was
slowing. Among them: a weak
housing market; slowing
employment growth; and weak
trends in the Institute for 
Supply Management’s indices of
manufacturing and new orders. 
A decline in industrial production;
and slowing income formation
were also evident. 

In late-November, a spike in
initial unemployment claims
indicated that layoffs would
exacerbate the slowing trend of 

By Joseph A. Harrison, CFA, Partner

International Healthcare Summit… (continued from page 1)

The 2007 Medical Innovation Summit served as a reminder that
medical technology is exploding exponentially and has enormous
potential to impact healthcare delivery and control costs.

Continued on page 4

Continued on page 4
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Partner Meg Halloran examines
the differences between 

the two methods and she cites 
the advantages of 

the unbundled approach. 
Read her full report on page 2.

To Our Clients 
and Friends

In lieu of sending greeting cards
this past holiday season, Midwest
Investment Management contributed
to the Cleveland Plain Dealer’s
“Holiday Spirit” Campaign, a
program that serves 30 different
human service agencies that face
increased demands during the 
winter months. The list of agencies
includes:

• Youth Opportunities Unlimited
• The Gathering Place
• Hospice of the Western Reserve
• Providence House
• Center for Families and Children
• Hunger Network of Greater

Cleveland
On behalf of our Partners and

staff, I want to extend our sincerest
wishes for good health and
happiness in 2008.

J. Mark Wipper,
Managing Partner

“While difficulties in
housing and credit markets
and the effects of high
energy prices will extract a
penalty from growth, the
U.S. economy has many
strengths,” said Treasury
Secretary Henry Paulson.
“I expect the expansion 
to continue.” 

1




