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Economy and Financial Markets: GDP Growth: Q1 Fast, Q2 Slower, Q3 Forecast 3%
Current COHdItIOﬂS <+— Quarterly % Change in Real GDP
% Change - Annual Rate
Economy slowed in Q2, but with plenty of momentum for Q3. -— 12-Month %%%r}%ﬂgf-"\'rei?ﬂc\’rlégmp'oymem_' —

Inflation contained — core up slightly, total high, but falling.
Profits / Earnings strong — Q1 & Q2 06 up nearly 15%.
Earnings growth well above stock price gains = P/E down.
Risks are the same — terrorism, Iraq, oil prices.

Bond market risk moderate due to okay inflation outlook.

$ exchange rate rebound in 2005 lost, but rebound is now
underway.
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ECRI Leading, Dow Barometer Down a Bit, Still Low

Recession Risk
+«—ECRI Weeklg Leading Index
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Real Personal Income Slows, But Chain Store Sales Okay

+—Real Disposable Personal Income
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New Orders Soften, But Shipments Are Strong — Business Spending

Home Price Zoom Slowing, Not Crashing — Housing “P / E” Down

<+—Shipments of Manufacturing Durable Goods
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New Orders for Manufacturing Durable Goods —
SA, Mil.$

-— —
225000 -

200000 - 200000
1750004 175000
150000 - 150000
1250004 125000
100000+ T — — T — T — - 100000

50" Toa! P Tog
Source: Census Bureau /Haver Analytics 09/28/06

«—

Ratio: Median Homle Price / Disposagﬁzlncome Per Capita

ndicator of Housing

Median Sales Price For Existing 1-Family Homes —
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Credit Threat? No — Bank Problem Loans At Record Lows

<+—Loan Delinquency Ras\: ‘}I‘C\II Commercial Banks

Loan Charge-Off RatseA &II Commercial Banks —

Claims Lead Unemployment Rate — at 4.7%, But Wage Inflation Slows

O—Unemploxment Rate
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Total Labor Cost Inflation Slows to Under 3% - Benefits Slow Sharply Producer Price Index (PPI) and Core PPI Inflation Down
<+—Change in Total Em&lament Cost Index (Wages + Benefits) <+«—Total Producer Price Index (PPI) Inflation Rate
ange - Year to Year 12-Month % Change
Change in Benefits Cost - Slowing Sharply — Core Producer Price Inflation Rate —
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Total CPI Inflation Expected To Do Half “Barrel Roll” Around Core CPI

<—Total CPI Inflation
% Change - Year to Year

Core CPI I%Igﬂon (Excludes Food & Energy —

Fed Halts: Target is (Roughly) Core Inflation + Employment Growth

+—Fed Funds Rate Target Sgt by the Federal Reserve

Core CPI Inflation + Pagoll Employment Growth —
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Risks? Sure — High Oil Prices & Sustainability of Dollar Rebound Company Earnings Remain Strong — Q2 Operating Up 13%
<+—Crude Oil Price - West Texas <+— Operating Earnin$95 per Share S&P 500
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Current Quarter S&P 500 P / E below 15 — Looks Low

S&P 500 Market Cap / Annualized Operating Earnings
Current Quarter P/ E
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Record Stock Repurchase - $100 Billion Q2 ($400 B. at annual rate)

Net New Equity Issues - Record High Stock Buybacks!

SAAR, Bil.$
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Corp. Balance Sheet — Companies Are Net Lenders of $1 Trillion

Financial Assets Less Liabilities of All US Nonfinancial Corps.

- Net, US are now net lenders
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Value Has Outperformed Growth Since 2000 — Run Ending?

<+—Total Return: Russell 3000 Value Index
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Small Caps Outperformed Large Caps Since 1999 — Now Reversing

+—Total Return: Russell 1000 Large Cap Index
Avg, 12/31/78=100

Total Return: Russell 2000 Small Cap Index—

Equity Total Return Beats Fixed Income, But With Volatility

+—S&P 500 Total Return
EOM

Lehman Bond Index: US Ag,%regoate Total Return —
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If Short Rates Rise, Usually Long Rates Rise Sharply, Less This Time

+—30-Year TreasugZ Bond Yield
Avg,

2-Year Treasur% Note Yield —
Avg,

High Yield — Great Performance Run Since 02, Spread is Now Tight

<«—Merrill High Yield Rate
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Shark Chart: Gold vs. The Dollar Exchange Rate

+—Price of Gold
US$/Troy oz
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Conclusions

GDP growth forecast for 06 would be 4% if oil fell to $40 range.
$70 knocks 0.5%-1% off GDP & cut jobs gain by 1 million.

Core inflation up temporarily, but total inflation starting to fall.
Profits / Earnings remain strong — expect 15%+ growth over 06.
S&P 500 P/ E below 15 — low enough for prices to track earnings.
Earnings and Balance Sheet quality are very high.

Bond risk moderate — no major rise in inflation.

Dollar exchange rate risk low again (back near record low).

Fed rate hikes likely complete, stopping at 5.25%.
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Required Disclosures:

The Standard & Poor's 500 Index is a index of 500 10 measure the broad domestic
economy through changes in the aggregate market value of 500 stocks representing all major industries.

The Russell 1000 Index measures performance of 1000 large cap, US companies. The Russell 2000 Index measures performance of 2000
small cap, US companies. The Russell 3000 Growth and Value Indices measure the performance of growth and value stocks respectively.

The Dow Jones ndustria Average is comprised o 30 stocks that are maor factrs n their industies, and videly held by indviduals and
institutional investors. These 30 Stocks represent about  ffth of the $8 trillon-plus market value of ail U.S. stocks and about a fourth of the
value of stocks listed on the New York Stock Exchange. It is not possible to invest directly in an index

The Lehman Brothers Government Bond Index is comprised of all publicly issued, non-convertible, domestic debt of the U.S. Government or
any agency thereof, quasi-federal corporations or corporate debt guaranteed by the U.S. Government.

‘The Merrill Lynch High Yield Index is an unmanaged index consisting of bonds that are issued in U.S. Domestic markets with at least one
year remaining maturity. All bonds must have a credt rating below investment grade but not in defait.

Govermment bonds and Treasury Bills are guaranteed by the US government s to the timely payment of principal and interest and, if held to
maturity, offer a fixed rate of retum and fixed principal value.

High yieldjunk bonds are not investment grade securities, involve substantial risks and generally should be part of the diversified portiolio of
sophisticated investors,

‘Small cap stocks may be subject to a higher degree of isk than more established companies” securities. The illiquicity of the small cap
market may adversely affect the value of these investments.

PIE Multple: A tool fo comparing the pices ofdifrent common stocks by assessing how much the market s willng o pay a share of each
corporation’s earnings. It is calculated by dividing the current market price of a stock by the earnings per share.

Past performance is no guarantee of future results. Indices such as the S&P 500 may not be invested into directly.

‘The opinions voiced in this material are for general information only and are not intended to provide or be construed s providing specific
investment advice or recommendations for any individual. To determine which investments may be appropriate for you, consult your financial
advisor prior 10 investing.
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What You Need From a Research Partner

Independent, unbiased and objective advice

Timely, actionable insights
Results you can depend on

Outstanding client service
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Independent Objective Unbiased
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Asset Allocation

ggressive Growth (95%)

Growth w/ Income (60%)

EXPECTED
RETURN

Income w/ Moderate Growth (40%)

wi/ Capital Preservation (20%)

Y

RISK

Note: Number in parcnthesis is % allocation to cquities

Mutual Fund and SMA Research Process

INITIAL SCREENING QUANTITATIVE ANALYSIS QUALITATIVE ANALYSIS

* Product Inception,
Manager Tenure
= Minimum AUM

+ Fees and Expenses
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Mutual Fund and SMA Research Process

INITIAL SCREENING QUANTITATIVE ANALYSIS QUALITATIVE ANALYSIS

* Trailing Performance

= Volatility of Returns

* Manager Contribution
(Alpha)

+ Adherence to Style
+ Portfolio Diversification
= Portfolio Holdings
* Market Capitalization

= Asset Growth
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Mutual Fund and SMA Research Process

INITIAL SCREENING QUANTITATIVE ANALYSIS QUALITATIVE ANALYSIS

= Trailing Performance
* \Volatility of Returns

* Manager Contribution
{Alpha)
= Adherence to Style

* Partfolio Diversification * Portfolio Construction

= Portfolio Holdings = Manager and Team
Member Experience
* Market Capitalization

* Legal Documents
* Asset Growth
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Alternative Investments Due Diligence

MARKET ANALYSIS SPONSOR ANALYSIS PRODUCT ANALYSIS
LEGAL | DISCLOSLIRE
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Implementing Research
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High

Investable Assets

Platforms that Serve a Broad Range
of Advisor/Client Needs

SMA
Wrap
UMA
Mutual Fund
Wrap
Fund of
Funds
- Customization — o

Focusing on Core Competencies

TRADITIONAL MODEL

ADVANCED MODEL

Financial Advisor

Financial Advisor

Prospecting
Proposals
Goal Setting/Monitoring
Asset Allocation/Rebalancing
Product Selection/Monitoring
Account Customization
Tax Management
Cash Flow Management

Prospecting
Proposals
Goal Setting/Monitoring

Sponsor
Asset Allocation/Rebalancing
Product Selection/Monitoring
Account Customization
Tax Management
Cash Flow Management

LinscolPrivate Ledger
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Monitoring and On-going Due Diligence

« Key factors and leading indicators

- Portfolio risk levels

- Style drift

- Portfolio turnover

- Changes in investment personnel

» Results and performance attribution
+ Quarterly conference calls
« Annual face-to-face meetings
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Performance Analytics

Mutual Fund Commentary 91272006

Kirby L. Horan, Research Analyst, ext. 4130
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Client Communications

Awncis (§) Recommended Portfolio Allecstion » _
Equtes 102 803 8 Equtes 850
Fioed Income. Ll oo Fioed income oo
Cash & Equivalerts 180204 18 Cash & Equivalents 50
Cher 032 o Total Reviewed Portfolio Assets: FIDAEIEST 100N
Total Reviowed Portfolio Assets: FIMLETRIT 10%
Client Letters Client Market Insight Raging Bull Fixed Facts
Commentaries Pishosyelvufusyloeupuelaulersbpemacepdrspmtesfoe Sk yrealrecpsatriers byl ustag
Pt aeler dartnad b sttsunt Fouadl b bt 3 Cath i S4bamrined Srd Srbsed ts anth f
s
-‘WW
Interest Rate Weekly Market  Charting the Weekly Market Stocks to s
Monthly Commentary Course Highlights Watch | _ERl
e e
Linsco/Private Ledger Member NASD/SIPC u &% CASH

Portfolio Review Tool

Home | Hew Porttoln | Pom

View Reports - Total Portfolio q179456 B D GO

[iewra | Torsl Poottorn | Eques | Matusl Funds | Fund Heldings | S2° Sectors | Fixsd incoms | Glassary | Concusian |

Agg Grawth
Current vs. Recommended Partfolio Allacation

Securities Tracker

Fuma, inc:
s Betivan ot Lo Funds | Pt 4308 wa| Be
EEE | Teveoner Shases

= L Bt B

o ™
i @ L
e v wa| o
s M e e e e
P ha Yo s by g e
u POl LT PR s

Duieh Alert Management

D rarset vt o B

W e S8

L0 e LY

]
1000 |we Wi v
BhTL48 | e e

BTN Bt [mid e
¥ 00 ne okt e

SR By oy e

poiey

SecuritiosTracker

o

s war
W s
e i

pes g
wiw  gnm

TN =

Research Value Proposition

Our Commitment Your Results

* Independent, unbiased Significant opportunity
and objective advice to create value in your
practice
* Timely, actionable
insights Spend more time with
= clients and prospects
* Results advisors you and less time on
can depend on conducting research
* Qutstanding client
service
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