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We Advocate a Proven Nobel Prize-Winning Approach
For Managing Our Clients’ Investment Portfolios

Most investors focus on finding the best stocks/@ndhutual funds to buy and sell at the most
opportunistic time. However, Nobel Prize-winning@stment research and analysis has proven that
this is not the most effective approach when stmireg an investment portfolio.

A MUCH BETTER STRATEGY FOR INVESTMENT SUCCESS!

In today's global economy it's more beneficial tma@entrate on structuring a diversified investment

portfolio with a targeted array of low correlati@sset classes across the world’s most attractive
markets. Practical application of this investmeppraach is based upon academic research by
economists, Harry Marcowitz and William Sharp. Thesearch produced what is known as Modern

Portfolio Theory for which they were awarded thebBlbPrize for Economic Science in 1974.

The Modern Portfolio approach enables an investorathieve more predictable investment
performance in a way that reduces both risk andstment expenses. It serves as a guide for
investment managers responsible for trillions dfae in pension funds, endowment funds and other
institutional portfolios around the world.

MODERN PORTFOLIO BASICS

Asset Allocation:  Research studies show that the overwhelming mi@tant of investment
performance is the asset allocation decision wiltket timing and security selection playing only a
minor role in portfolio growth. Over 90% of totalviestment return is attributed to how much of an
investment portfolio is allocated to various comgats of worldwide equity and bond markets.
Accordingly, our primary focus is to individuallyracture portfolios by setting target percentages f
an array of globally diversified asset classes, tea filling each of the asset classes with they ve
best selections in our thoroughly researched fiapproved investments.

Security Selection The individual investment selected has a neghkgibfluence upon performance.
Therefore, the decision about whether to buy Gerdetric stock or the Fidelity Magellan mutual
fund is secondary to the decision of how much & plortfolio is divided between domestic and
international markets, how much is allocated toitgcqand fixed income investments, and for equities
what are the allocations between the growth andevstyles of investment.

Market Timing : Market timing strategies have the least amountirhppon portfolio performance
because they seldom ever work. About 70% of mdnketrs (investors who use input such as recent
past market fluctuations or the leading econonulcators to predict and profit from short term mark
performance) typically under perform the index agess. Long-term fully invested strategies work
better.

MISSION

To place our clients’ interests first, to provideneprehensive financial planning and investment ngan@ent, and to be a F Oonl
premier provider of innovative and timely strategibat ensure every client meets their establidifietime goals and objectives. ee n y



The Efficient Market Concept: In a totally efficient market where all investdrave available the
same research information at the same time, theevaf the security would exactly equal the
purchase price. However, even though available rimftion about some securities such as
international small company stocks is moneefficient” than others such as government bonds,
active management investors typically are not ableonsistently outperform market indexes such
as the S&P 500. Therefore, we advocate that tamgeét classes for a portfolio be filled by
structuring a core through "indexing", a technitjug replicates the performance of multiple market
indexes. For example, you can utilize a stock mufwad that tracks the Standard & Poor's 500
Index, or a bond mutual fund that tracks the LehfBesthers Aggregate Bond Index. This core is
then surrounded by a very select group of activedyhaged funds, which our proprietary economic
and investment research deems opportunistic.

Minimize Investment Risks To minimize investment risk, a portfolio must bet pogether with
asset classes that have a low correlation coafficithis means using multiple asset classes that
perform differently at various times so that where as down, it is probable that another asset class
in the portfolio will be up. For example, duringaye2000 when the stock markets suffered declines,
the bond markets’ positive returns served as a@tipp overall portfolio performance, and reduced
downside risk. So a portfolio consisting of thehtigelection of multiple asset classes is desigoed
produce expected growth and income with less Jelpgrformance overall.

Minimize Transaction Costs Transaction costs, commissions and high managef@estcan have

a significant adverse impact on portfolio performean These costs should be kept low by
minimizing trading activity, avoiding advisors wiget paid by commissions for product sales, and
choosing investment funds that have low operatixgenses. Utilizing index mutual funds and

exchange traded funds (ETFs) reduces higher cestxiated with actively managed mutual funds,
most of which do not consistently outperform theexes.

BEWARE OF “SOPHISTICATED” COMPUTER TECHNOLOGY
TO OPTIMIZE ASSET ALLOCATION!

Individual “do it yourself” investors could try tmanage their own portfolios by using computer
"optimizers" that indicate the best way to alloclateds among asset classes. But it is very costly t
maintain optimization effectiveness because “oérs” require ongoing massive data updates in
order for asset class selections to be based ugameade information. Even more important than the
cost factor is the professional knowledge requivdten using optimizers to assess the output
information properly. Beware: "Garbage in, garbagé' can be very detrimental when it comes to
making important investment decisions, and dangetoyour financial health.

YOU NEED TO FOCUS ON THE BIG PICTURE WHEN INVESTING

Identify your personal financial situation: This includes your family situation, financial
objectives, and expected investment rates of refira target rate of return established and
achieved for your entire investment portfolio vdétermine the timing of accomplishing your
lifetime plans.

Determine your investment time horizon Consider your intended uses of money, when thesyon
will be needed, and for how long.




Know your risk tolerance level What is the most amount of money you can affortbse in the
single worst year of your entire time horizon? A 688% decline in any single year is acceptable
for most people. In most down markets, risking amoant in excess of 10% would be very
aggressive, and probably is not necessary if tiéghio is properly structured.

Develop a written investment policy statementThis statement should provide specific guidelines
for an investment advisor to utilize. The policyosld specify the targeted rate of return, risk
tolerance levels, anticipated withdrawals and/antcbutions, emergency liquidity needs, desired
time horizon for results, and which asset classesaabe utilized.

Select a registered investment advisor requlated bsither the federal Securities and Exchange
Commission or by the individual state securities gomission Be sure to obtain a copy of the
advisor’'s registration required be filed with thppeopriate regulatory authorities. Consider an
advisor that is compensated by fee rather than desmns to avoid conflicts of interest. Advisors
that work for commissions may recommend more fraguensactions for your portfolio than
warranted, or investments with unnecessary salasgel and higher internal expenses, causing
decreases in your overall portfolio returns.

Minimize transaction costs Index funds can be utilized to build the core of iavestment
portfolio. For example, there are index funds famgk company domestic stocks, small company
domestic stocks, foreign stocks, technology stocsporate and government bonds, and so on. Use
a reputable discount brokerage firm such as Ch&tdsvab to reduce the cost of purchase and sale
transactions.

Use dollar_cost_averaging for_accumulating investné _assets Because it is impossible to
consistently predict short-term price trends, pasgs of investments should be done on a dollar-
cost-average basis, which means staggering purchastake advantage of lower prices during
market fluctuations.

Rebalance your portfolio periodically: This is especially warranted when significant demin
market conditions occur affecting the value of astasses. Generally, if any asset class heldan th
portfolio differs by more than 5% from its origin@rget allocation, then more should be bought or
some sold until the target percentage is restofeduarterly rebalancing is usually sufficient for
portfolios of less than $1 million. With portfoliogalued at more than $1 million, a monthly
rebalancing might be warranted.

Measure your_investment performance This should be observed quarterly and given seriou
review after each three to five year investmenieeyo make sure that every asset class has had a
chance to "have their day in the sun.” There am dviferent types of performance reports: time
weighted and dollar weighted. To compare the imaest performance of your portfolio with the
performance of other investment managers, useweighted rates of return. To determine whether
your investments are growing adequately to achigwa financial objectives, make sure to use
computer generated rates of return that are tinte dollar weighted to accurately measure the
performance of you specific portfolio.

YOUR FINANCIAL OBJECTIVES CAN BE ACHIEVED!

With the Modern Portfolio strategy that we utilizeyestors will save brokerage commissions, save
time talking to stock brokers looking to sell setes, avoid needless risks, and help achieve a
targeted rate of return with greater peace of rtimdugh global diversification.
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Know your risk tolerance level What is the most amount of money you can affortbse in the
single worst year of your entire time horizon? A 688% decline in any single year is acceptable
for most people. In most down markets, risking amoant in excess of 10% would be very
aggressive, and probably is not necessary if tiéghio is properly structured.

Develop a written investment policy statementThis statement should provide specific guidelines
for an investment advisor to utilize. The policyosld specify the targeted rate of return, risk
tolerance levels, anticipated withdrawals and/antcbutions, emergency liquidity needs, desired
time horizon for results, and which asset classesaabe utilized.

Select a registered investment advisor requlated bsither the federal Securities and Exchange
Commission or by the individual state securities gomission Be sure to obtain a copy of the
advisor’'s registration required be filed with thppeopriate regulatory authorities. Consider an
advisor that is compensated by fee rather than desmns to avoid conflicts of interest. Advisors
that work for commissions may recommend more fraguensactions for your portfolio than
warranted, or investments with unnecessary salasgel and higher internal expenses, causing
decreases in your overall portfolio returns.

Minimize transaction costs Index funds can be utilized to build the core of iavestment
portfolio. For example, there are index funds famgk company domestic stocks, small company
domestic stocks, foreign stocks, technology stocsporate and government bonds, and so on. Use
a reputable discount brokerage firm such as Ch&tdsvab to reduce the cost of purchase and sale
transactions.

Use dollar_cost_averaging for_accumulating investné _assets Because it is impossible to
consistently predict short-term price trends, pasgs of investments should be done on a dollar-
cost-average basis, which means staggering purchastake advantage of lower prices during
market fluctuations.

Rebalance your portfolio periodically: This is especially warranted when significant demin
market conditions occur affecting the value of astasses. Generally, if any asset class heldan th
portfolio differs by more than 5% from its origin@rget allocation, then more should be bought or
some sold until the target percentage is restofeduarterly rebalancing is usually sufficient for
portfolios of less than $1 million. With portfoliogalued at more than $1 million, a monthly
rebalancing might be warranted.

Measure your_investment performance This should be observed quarterly and given seriou
review after each three to five year investmenieeyo make sure that every asset class has had a
chance to "have their day in the sun.” There am dviferent types of performance reports: time
weighted and dollar weighted. To compare the imaest performance of your portfolio with the
performance of other investment managers, useweighted rates of return. To determine whether
your investments are growing adequately to achigwa financial objectives, make sure to use
computer generated rates of return that are tinte dollar weighted to accurately measure the
performance of you specific portfolio.

YOUR FINANCIAL OBJECTIVES CAN BE ACHIEVED!

With the Modern Portfolio strategy that we utilizeyestors will save brokerage commissions, save
time talking to stock brokers looking to sell setes, avoid needless risks, and help achieve a
targeted rate of return with greater peace of rtimdugh global diversification.
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We Advocate a Proven Nobel Prize-Winning Approach
For Managing Our Clients’ Investment Portfolios

Most investors focus on finding the best stocks/@ndhutual funds to buy and sell at the most
opportunistic time. However, Nobel Prize-winning@stment research and analysis has proven that
this is not the most effective approach when stmireg an investment portfolio.

A MUCH BETTER STRATEGY FOR INVESTMENT SUCCESS!

In today's global economy it's more beneficial tma@entrate on structuring a diversified investment

portfolio with a targeted array of low correlati@sset classes across the world’s most attractive
markets. Practical application of this investmeppraach is based upon academic research by
economists, Harry Marcowitz and William Sharp. Thesearch produced what is known as Modern

Portfolio Theory for which they were awarded thebBlbPrize for Economic Science in 1974.

The Modern Portfolio approach enables an investorathieve more predictable investment
performance in a way that reduces both risk andstment expenses. It serves as a guide for
investment managers responsible for trillions dfae in pension funds, endowment funds and other
institutional portfolios around the world.

MODERN PORTFOLIO BASICS

Asset Allocation:  Research studies show that the overwhelming mi@tant of investment
performance is the asset allocation decision wiltket timing and security selection playing only a
minor role in portfolio growth. Over 90% of totalviestment return is attributed to how much of an
investment portfolio is allocated to various comgats of worldwide equity and bond markets.
Accordingly, our primary focus is to individuallyracture portfolios by setting target percentages f
an array of globally diversified asset classes, tea filling each of the asset classes with they ve
best selections in our thoroughly researched fiapproved investments.

Security Selection The individual investment selected has a neghkgibfluence upon performance.
Therefore, the decision about whether to buy Gerdetric stock or the Fidelity Magellan mutual
fund is secondary to the decision of how much & plortfolio is divided between domestic and
international markets, how much is allocated toitgcqand fixed income investments, and for equities
what are the allocations between the growth andevstyles of investment.

Market Timing : Market timing strategies have the least amountirhppon portfolio performance
because they seldom ever work. About 70% of mdnketrs (investors who use input such as recent
past market fluctuations or the leading econonulcators to predict and profit from short term mark
performance) typically under perform the index agess. Long-term fully invested strategies work
better.

MISSION

To place our clients’ interests first, to provideneprehensive financial planning and investment ngan@ent, and to be a F Oonl
premier provider of innovative and timely strategibat ensure every client meets their establidifietime goals and objectives. ee n y



The Efficient Market Concept: In a totally efficient market where all investdrave available the
same research information at the same time, theevaf the security would exactly equal the
purchase price. However, even though available rimftion about some securities such as
international small company stocks is moneefficient” than others such as government bonds,
active management investors typically are not ableonsistently outperform market indexes such
as the S&P 500. Therefore, we advocate that tamgeét classes for a portfolio be filled by
structuring a core through "indexing", a technitjug replicates the performance of multiple market
indexes. For example, you can utilize a stock mufwad that tracks the Standard & Poor's 500
Index, or a bond mutual fund that tracks the LehfBesthers Aggregate Bond Index. This core is
then surrounded by a very select group of activedyhaged funds, which our proprietary economic
and investment research deems opportunistic.

Minimize Investment Risks To minimize investment risk, a portfolio must bet pogether with
asset classes that have a low correlation coafficithis means using multiple asset classes that
perform differently at various times so that where as down, it is probable that another asset class
in the portfolio will be up. For example, duringaye2000 when the stock markets suffered declines,
the bond markets’ positive returns served as a@tipp overall portfolio performance, and reduced
downside risk. So a portfolio consisting of thehtigelection of multiple asset classes is desigoed
produce expected growth and income with less Jelpgrformance overall.

Minimize Transaction Costs Transaction costs, commissions and high managef@estcan have

a significant adverse impact on portfolio performean These costs should be kept low by
minimizing trading activity, avoiding advisors wiget paid by commissions for product sales, and
choosing investment funds that have low operatixgenses. Utilizing index mutual funds and

exchange traded funds (ETFs) reduces higher cestxiated with actively managed mutual funds,
most of which do not consistently outperform theexes.

BEWARE OF “SOPHISTICATED” COMPUTER TECHNOLOGY
TO OPTIMIZE ASSET ALLOCATION!

Individual “do it yourself” investors could try tmanage their own portfolios by using computer
"optimizers" that indicate the best way to alloclateds among asset classes. But it is very costly t
maintain optimization effectiveness because “oérs” require ongoing massive data updates in
order for asset class selections to be based ugameade information. Even more important than the
cost factor is the professional knowledge requivdten using optimizers to assess the output
information properly. Beware: "Garbage in, garbagé' can be very detrimental when it comes to
making important investment decisions, and dangetoyour financial health.

YOU NEED TO FOCUS ON THE BIG PICTURE WHEN INVESTING

Identify your personal financial situation: This includes your family situation, financial
objectives, and expected investment rates of refira target rate of return established and
achieved for your entire investment portfolio vdétermine the timing of accomplishing your
lifetime plans.

Determine your investment time horizon Consider your intended uses of money, when thesyon
will be needed, and for how long.




Know your risk tolerance level What is the most amount of money you can affortbse in the
single worst year of your entire time horizon? A 688% decline in any single year is acceptable
for most people. In most down markets, risking amoant in excess of 10% would be very
aggressive, and probably is not necessary if tiéghio is properly structured.

Develop a written investment policy statementThis statement should provide specific guidelines
for an investment advisor to utilize. The policyosld specify the targeted rate of return, risk
tolerance levels, anticipated withdrawals and/antcbutions, emergency liquidity needs, desired
time horizon for results, and which asset classesaabe utilized.

Select a registered investment advisor requlated bsither the federal Securities and Exchange
Commission or by the individual state securities gomission Be sure to obtain a copy of the
advisor’'s registration required be filed with thppeopriate regulatory authorities. Consider an
advisor that is compensated by fee rather than desmns to avoid conflicts of interest. Advisors
that work for commissions may recommend more fraguensactions for your portfolio than
warranted, or investments with unnecessary salasgel and higher internal expenses, causing
decreases in your overall portfolio returns.

Minimize transaction costs Index funds can be utilized to build the core of iavestment
portfolio. For example, there are index funds famgk company domestic stocks, small company
domestic stocks, foreign stocks, technology stocsporate and government bonds, and so on. Use
a reputable discount brokerage firm such as Ch&tdsvab to reduce the cost of purchase and sale
transactions.

Use dollar_cost_averaging for_accumulating investné _assets Because it is impossible to
consistently predict short-term price trends, pasgs of investments should be done on a dollar-
cost-average basis, which means staggering purchastake advantage of lower prices during
market fluctuations.

Rebalance your portfolio periodically: This is especially warranted when significant demin
market conditions occur affecting the value of astasses. Generally, if any asset class heldan th
portfolio differs by more than 5% from its origin@rget allocation, then more should be bought or
some sold until the target percentage is restofeduarterly rebalancing is usually sufficient for
portfolios of less than $1 million. With portfoliogalued at more than $1 million, a monthly
rebalancing might be warranted.

Measure your_investment performance This should be observed quarterly and given seriou
review after each three to five year investmenieeyo make sure that every asset class has had a
chance to "have their day in the sun.” There am dviferent types of performance reports: time
weighted and dollar weighted. To compare the imaest performance of your portfolio with the
performance of other investment managers, useweighted rates of return. To determine whether
your investments are growing adequately to achigwa financial objectives, make sure to use
computer generated rates of return that are tinte dollar weighted to accurately measure the
performance of you specific portfolio.

YOUR FINANCIAL OBJECTIVES CAN BE ACHIEVED!

With the Modern Portfolio strategy that we utilizeyestors will save brokerage commissions, save
time talking to stock brokers looking to sell setes, avoid needless risks, and help achieve a
targeted rate of return with greater peace of rtimdugh global diversification.



