


e Base line equity or stock positions will likely have core positions in global equities, U.S. value and a
modest growth position.

e All portfolios (other than income-only) will have a flexible investment component — from 10-35%
depending on the client’s risk level. This will be invested based on the macro opportunities created
by change and/or dislocations in the economy.

To implement this strategy, portfolios need to be streamlined. By “streamlined,” I mean we may reduce the
number of holdings or the number of managers in each portfolio; some portfolios may have two

funds/ managers instead of five covering all the same contingencies. In addition, we may want to create
increased flexibility. To do so we may use ETFs (exchange traded funds) that trade like stocks. This would
allow us to make short-term decisions if the situation warrants. Regardless of whether or not we make these
adjustments in your account, we will continue to focus on the total tax picture. Taxes will definitely be a factor
in this new, more regulated economy. The net return on your total portfolio is what is important and we realize
that keeping an additional 1% of your return over time makes a big difference.

One important development I would like to share with you is Beacon’s new investment committee. The
investment committee meets weekly and is composed of Beacon employees and two outside advisors. The
discussions have been informative and, among other things, have increased our awareness that economic
insight is critical to assessing the overall risk of our portfolios. We have adjusted portfolios at Beacon over the
last year and continue to refine the process to meet client objectives.

In short, we are in a new economy with more regulation and more concerned investors. The higher-taxed, more
regulated world means that we must focus on more flexible, client-focused investments with shorter time
horizons. Risk management with a macro focus is essential to protect principal, ensure continued growth, and
meet future targets.

As always, I appreciate your continued trust in Beacon. If you have any questions or concerns or would just like
to touch base, please e-mail me at mark@bwmllc.com or call the office at 201.447.9500 to schedule a meeting.

Very truly yours,
Mark
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