


Has the market changed permanently?

The market may not have changed permanently but clearly there are short term changes and we must employ investment
strategies that may make sense in light of those changes. The market may continue to react to fear and drama, but it
eventually will come back to a more predictable state.

Historical Asset Allocation: Is it changing in the new economy?

As advisors we try to use a model to allocate assets. The model, however, has changed in a few significant ways. First
of all, we recommend larger cash holdings to meet cash flow requirements in order to avoid selling at inopportune
times. We are also reversing the normal equity bond algorithm for a new bond equity model. We hope to take
advantage of trading opportunities created by this volatile market.

The thought of long-term investing is not gone but is on the shelf as the market attempts to heal the wounds of this
devastation. The opportunities in this market are for short-term trading with cash balances that do not influence long-
term decisions. Investment for the long-term needs to be exactly that and cash needs to be managed separately.

I believe there are a number of things in the near-term we could expect:

1. Continued volatility

2. Continued spreads between risk free investments - government bonds- and the corporate bond
market

3. Shorter time horizons on investment decisions

4. More bad news

5. The largest opportunity to increase wealth we have ever seen.

The opportunity will be to uphold our defensive positions while maintaining our readiness as the market begins to
move forward. Historically, once we bottom the following twelve months have been a huge gain opportunity and we
hope this will the case in the future.

What is BWM doing with portfolios?

Cash is 20 - 40%

Short term bonds high on the hability side above preferreds and equity
High quality corporate bonds

Small portion of high yield bond (the niskier side with big upside)
Equity in ETFs to allow easy movement in and out

Long term assets with conservative managers
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This approach allows us to keep a large portion of the proverbial powder dry and to wait until the market tells us 1t is
tme. The use of ETFs allows BWM to move in and out of the market as indicators suggest.

These are times that call for a concrete, forward-looking yet flexible plan. We stand on the line and will manage to
your - our clients’ - objectives. We will be aggressive, yet conservative, with the hope to be there as the market moves

up.

Thank you for your belief in the BWM’s total planning approach to wealth management.
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