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First BanCorp FBP 8.59 24.76 9.20 9.63 0.43
Oriental Financial

Group OFG 10.30 16.14 12.40 12.81 0.41
Doral Financial
Corp. DRL 4.70 15.96 4.92 5.24 0.32
Popular Inc. BPOP 16.97 27.74 17.93 18.16 0.23
R-G Financial 
Corp. RGF 7.65 16.70 8.08 8.25 0.17
W Holding Co. WHI 5.24 10.94 5.39 5.40 0.01
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WINNERS & LOSERS
WEEKLY PERFORMANCE OF PUERTO RICO STOCKS

WEEKLY COMMENT ON 
PUERTO RICO STOCKS

U.S equity markets rose last week, with the Dow Jones Industrial
Average gaining 119.27 points to close at 11,219.70 for its best week
since March 2003. The Nasdaq composite gained 39 points to 2,094.14
while the S&P 500 index rose 15.35 points to 1,278.55. 

The U.S. Commerce Department’s announcement that the nation’s
gross domestic product advanced at just 2.5% last quarter rekindled
hopes the Federal Reserve will not need to keep raising interest rates. The
economic data lifted bond prices, bringing the 10-year Treasury yield
down to 4.99% from 5.04% last Thursday. 

The Puerto Rico Stock Index (PRSI) also ended the week in positive
territory at 8,442.19, 2.89% higher compared with its low of 8,205.19
July 21, 2006. Six of the PRSI’s nine members posted week-to-week
gains: Santander BanCorp. finished the week at $22.98 (7.53% higher),
First BanCorp. closed at $9.63 (3.22% higher), Oriental Financial Group
closed at $12.81 (1.59% higher), Popular Inc. closed at $18.16 (a gain of
1.68%), Doral Financial closed at $5.24 (a gain of 1.16%) and R&G
Financial  capped off the week at $8.25 (0.86% higher). 

Three PRSI members finished the week on the down side: Euro-
bankshares closed at $8.55 (down 0.12%), W Holding Co. closed at
$5.40  (down 1.40%), and Margo Caribe Inc. finished the week at $5.51,
(down 8.17%). On July 28, 2006 Margo Caribe Inc. announced that it
does not expect to file its annual report (10-K) for the year ended Dec. 31,
2005 due to work necessary to complete company consolidated financial
statements for that year.

Meanwhile, R&G Financial announced it has requested and received
regulatory permission to pay its dividend obligation for August on its four
outstanding series of preferred stock and three of its trust preferred series.

Alexander García, Assistant Vice President
Popular Securities

LOSERS FOR THE WEEK

WINNERS FOR THE WEEK

BY CURTIS J. HOXTER

The Federal Reserve Board’s pol-
icymakers were worried about

the risks of higher inflation in their
June meetings, but in the end
decided a slowing economy should
keep a lid on price pressures.
Minutes of these discussions indi-
cated the policymakers worried
about a number of potential infla-
tion threats, including anecdotal evi-
dence that businesses were having
trouble hiring certain skilled work-
ers and concerns the jump in energy
prices this year could become more
of a problem.  Despite these wor-
ries, “inflation was seen by most
participants as likely to edge down”
because of the Fed’s expectations
that growth was slowing, the min-
utes noted. 

Fed Chairman Ben S. Bernanke
expressed a similar view publicly,
when he delivered the Fed’s twice-
a-year economic forecast to both
Houses of Congress.  His comments
gave strength to a stock market rally
as investors seemed to believe Mr.
Bernanke was signaling that the
Fed’s two-year campaign of rate
increases was drawing to an end.
Most analysts expect the Central
Bank to raise rates at their next
meeting Tuesday one last time,
pushing the funds rate to 5.5 %, and
then move to the sidelines for the
rest of the year. 

The minutes of the June discus-
sions showed that a rise in core
inflation, which excludes energy
and food, had Fed policy makers
concerned.  They expressed a belief
the jump in price pressures was
based on temporary factors, includ-
ing a spike in energy prices and
higher rental costs.  Specifically, the
Fed concluded the expected slow-
down in the economy, occurring
under the impact of the Central
Bank’s previous rate increases,
soaring energy prices and the cool-
ing housing market should act to
restrain price pressures in coming
months.

Congress was told by Mr.
Bernanke that the once high-flying
housing market appeared to be
experiencing a safe landing. “The
downturn in the housing market so
far appears to be orderly, he
stressed, and added that the FOMC

is keeping close tabs on the extent
to which a housing slowdown will
dampen overall economic activity.
“The increase in energy prices is
clearly making the economy worse
off, both in terms of real activity and
in terms of inflation,’’ he empha-
sized. “There is no question about
it.”  The rise in core inflation, which
excludes energy and food prices,
“seems to be a broad-based phe-
nomenon, so we do not think it is a
statistical illusion,” Mr. Bernanke
further declared.  On other matters,
he pointed out that the large hold-
ings of the mortgage giants Fannie
Mae and Freddie Mac did “present
a systemic risk” to the U. S.’s finan-
cial system. He had previously
called on Congress to restrict their
holdings.

On workers’ issues, Mr. Bernanke
declared that he expected inflation-
adjusted wages to rise in the coming
quarters without necessarily causing
an inflation problem. Fed policy
makers remained concerned about
the recent rise in inflation, he
emphasized. They forecast inflation
to decline gradually over several
years, but that assumes oil prices
stop rising and consumers do not
start expecting regular price
increases, he said.

The Fed’s and the markets’
“expectations of a leveling out of oil
prices have been consistently disap-
pointing in recent years,” as the
price has shot to more than $70 a
barrel now from less than $30 in
2003, Bernanke also noted.

Another factor contributing to
market and economic volatility in
coming months will be the conflicts
in the Middle East and other geopo-
litical tensions, which could drive
oil prices higher, said an observer.
The policy makers responded that
they had underestimated how high
inflation would be this year.  They
also agreed that inflation might not
come down as much or as fast as
they now foresee. “Fed policymak-
ers operate in an environment of
uncertainty,” Bernanke told
Congress. “We have no choice but
to regard all our forecasts as provi-
sional and subject to revision as the
facts demand.” �

Curtis J. Hoxter is an economic
analyst based in New York, N.Y.

Slowing economy should keep 
lid on price pressures

Fed sees inflation likely to edge due to 
expectations of diminishing growth

Margo Caribe MRGO 5.00 11.69 6.00 5.51 -0.49
EuroBancshares
Inc. EUBK 8.25 17.25 8.82 8.55 -0.27
Santander 
BanCorp SBP 20.10 30.12 23.00 22.98 -0.02

Mentor provides condition-based monitoring equipment
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Mentor Technical Group Corp.,
a provider of engineering ser-

vices to the pharmaceutical indus-
try, now offers condition-based
monitoring equipment and ser-
vices. “The use of condition-based
monitoring takes maintenance from
being a preventive activity to being
predictive,” said Luis A. Soto, pres-
ident of Mentor Technical Group.
“Our multidisciplinary approach
allows us to provide services for
validation, calibration, controls,
automation and vibration analysis
plus any pharmaceutical engineer-
ing maintenance or regulatory
requirement.” 

Industrial site maintenance today
is so complex it requires the appli-
cation of a multidisciplinary and
predictive approach to be effective.
“In the food industry, the trend is
for equipment manufacturers to
include monitors and other smart
devices in the equipment they
offer,” said Soto. The authorized
solutions provider for Rockwell
condition-based monitoring equip-
ment, Mentor will be present at
Rockwell’s Technology Tendencies
being held at the Puerto Rico
Convention Center through today.

Moreover, Mentor is also stream-
lining its operations with a new

25,000-square-foot building in
Caguas set to open in September.
“Our new building will consolidate
our operating departments and will
help streamline our services,” said
Soto. The new structure will have
10,000 square feet of offices, 5,000
square feet for workshop space and
10,000 square feet used to house
the company’s technical and main-
tenance services. 

Félix Bernard, vice president of
operations, said although Mentor
originally started out providing
utilities and building maintenance
services, it is now deployed as an
outsourced engineering department

services group. “We offer a multi-
tude of engineering services and
manufacturing support functions
with the exception of design,” he
said.

Mentor performs industrial main-
tenance work at pharmaceutical
and food processing operations
required to meet strict  Food and
Drug Administration (FDA) regu-
lations. “The FDA exercises con-
trol on plant and equipment
maintenance execution and docu-
mentation,” Bernard said. Out-
sourcing utilities and facility
maintenance to certified indepen-
dent service providers such as
Mentor is seen by the FDA as a
positive step, since the shared
responsibility between the pharma-
ceutical operation and the service
provider usually results in a better
execution and documentation of

the required maintenance services.
“Our clients regard us as experts

in all engineering aspects involving
regulatory compliance,” Bernard
said. The company also performs
equipment repair work at its work-
shop on pumps and pressure seals,
having the competitive advantage
provided by combining all its tech-
nical and services disciplines to
offer a complete portfolio of inte-
grated solutions and technical sup-
port for customers within the
pharmaceutical, biotechnology,
medical devices, hospitality, food
and utilities sectors.

Honored by the National
Minority Supplier Development
Council as Service Company of the
Year in 2005, Mentor also received
the Excellence in Service Award
presented by the Puerto Rico
Products Association in 2006. �

Luis A. Soto, president of Mentor
Technical Group 


