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Histogram of the Daily Percentage Returns of S&P 500 for 2009
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Histogram of the Daily Percentage Returns of S&P 500 for 2008

Total Loss = =37.0%
Top 10 days = 88.7%
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Monthly Returns of S&P 500

954 Months (79.5 Years - Jan. 1926 - Jun. 2005)

Total of Monthly Returns® = 927.78%
Top 10 Months = 236.67%
Bottom 10 Months = -209.10%

Top Months to Obtain Total = Top 83 Months
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* Determined by totaling all 354 months, average monthly returm = 0.87%, total compounded return = 237,737% and annualized retum = 10.27%
Source: Center for Research in Security Prices, University of Chicago




Five Years of Daily Returns of the S&P 500
Over Five Years (1997 - 2001)
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Histogram of 1,256 Daily Percentage Returns of S&P 500: 1997 through 2001

Source: Center for Research in Security Prices, University of Chicago



e I E R T

LEAARAAVARAAVHRARYAAANRARARRAARNAANAN

ERE S A 'F‘ «ff-m‘ mir;ﬁJué L'-'ﬁ,;

12.0%

10.0%
8.0%
.
6.0%
4.0% W:
2.0%
0.0%
1802-18704E 1871-192548 1926-2001£E
—-RTLERK 5.2% 3.8% 3.9%
=\ 4.9% 4.3% 5.3%
G 7.1% 7.2% 10.2%

=RV} - Siegel, “Stocks for the Long Run



- - [ SBIE T EMINFS ,u[\
® Fi LI RV

T F| T
o JLEYE( R il BV A




———— =

U/
sl

SN, I

o RS R B il

o RIHEYE YR

|
—_— |
|
—




: (il N S RIS 2 | RIErFLE]
B = TEREFIRERMEEA98E 1926-2007 -%g ’@fﬁaﬂgﬁﬁmzymgm 2007

60% 60%
50% 50%
40% 40%
30% 30%

20% 20% [
b R il [ o ” ”l | || || I ”l I“ H
0% Eﬂ_rmm%::mm:m:aﬂﬂ:[m 1) - .II II H I — I I Il | I I I 1 i I ] | 1

0%
-10% -10%
-20% -20%
-30% -30%
-40% -40%

1930 1935 1940 1945 1950 1955 1960 1965 1970 1975 1980 1985 1990 1995 2000 2005 1930 1935 1940 1945 1950 1955 1960 1965 1970 1975 1980 1985 1990 1995 2000 2005

- -

GAHR G HAEME D E L i e

RERFTRF RE 2y gF %
RSAE o o LR RS eNA 0 KB
7 L e




————— -

=

BFAFMF CBRELESHFLE>EHH o

HEAE O EFRT Ok ZERRT R -

FFR G F B L LT AR TR R S ] o KRR G o tF
}i;‘,‘é"\ Y Kﬁ;}ﬁ*’\ ’ F_?\j‘j/t,;iﬁlj o




- =

UM 1, A

S g TERHR I R
dl




e

= ~SIIG
i 4 B BT

THI C.NO{'B;\ L
Warren Buffett

and the Business of Life
ALICE SCHROEDER




—-=—==~——

SN \\\\

B "]ﬁ:‘[:g';‘_*\r,—:t

5 bR M 2 R S Y [P
A ERLE TG !

T

(Benjamin Graham)

N A S ‘ WP-’ ~ctive Invests J

Pagil 4 ]
Q‘Mﬁwmi‘wﬂ%“-ﬂw S S MW&?W@“W ?’F» s




. ///////////

i

R Pl U E] s
A fEER TR %E'{_/][ [1$500
B. | pﬁg»F il ﬁEJ 2[[FEY
HT 'FATSJ;E'E% H'

A

Fl J$1 OOO

Ct

£

IS







S ——— =

MM s

,///////

o |

+ jf/\r)‘,“ l[—{ﬁﬂ%}ﬁ:“&] F[J - 'FA ﬁ? . %\_‘E/\F)J I[—{FF %E[”
ity ~ DF“ SEB. BT RS 125’1&[ I PR 2 SR L
FUIFIFS - (ERL T FIRORRAN 5 1

*Source: Daniel Kahneman and Amos Tversky, "Prospect Theory: An
Analysis of Decision Making Under Risk," Econometrica, 1979.




StER(FREKE?



Low

O s

Period of

Desire to Falling Prices

BUY

LOSS
(Sell Price - Buy Price) Desire to

':éu of SELL

Rising Prices

UNCERTAIN
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Active Investor's Emotions Over Time
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iEA0R B IFNIE P 3.2% -2.84% -13.42%
R0 B BTN E P 4.8% -10.11% -41.31%

Sources: Standard & Poors, Bloomberg.




Out of these 2,516 Trading days,
could you have found the 20 days
that made up 100% of the returns?*
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Average Mutual Fund vs. Average Fund Investor
4 Years - 1998 to 2001 | Annualized Returns

Annualized Return

Annualized Return
After Inflation

B Average Mutual Fund

B Average Fund Investor

Annualized Return
After Inflation and Taxes

Source: Money Magazine, Juna 2002, and IFA
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$100T+ = U.S. Stocks
= |nternational Stocks Ending Average
== Canadian Stocks wealth return
= Commodities
— Real Estate $22.90 16.9%
$104+4 ~ Gold $11.67 13.1%
$6.95 10.2%
$6.45 9.8%
$6.11 9.5%
$1 $0.93  -0.4%
$.10 : :
1981 1986 1991 1996 2001

Hypothetical value of $1 invested at year-end 1981. Assumes reinvestment of income and no transaction costs or taxes.
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Emotions of Rebalancing

Period of
SELL Falling Prices
a portion*®

Period of
Rising Prices

Investment Price

BUY
a portion*

DISCIPLINED DISCIPLINED DISCIPLINED DISCIPLINED DISCIPLINED DISCIPLINED DISCIPLINED

Rebalancer's Emotions Over the Rising and Falling of Prices

*To restore targeted allocation
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1,446 Large Cap Elend Mutual Funds VS the EEP Eﬂﬂ Inde:
10 years ending Oct 2004

1,411 Mutual Funds Underperformed the S&P 500 Index

97.6%
Loser Managers

2.4% Lucky Managers
Only 35 Mutual Funds Qutperformed the S&P 500 Index

Source: TwinCities.com
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Mid-1970s Recession 1987 Market Crash
$1,500T @ Diversified Portfolio $1,500 T @ Diversified Portfolio
® Stocks ® Stocks
$1,324
$1,149
$1,014 $1,227
$1,000 $1,000
$500 : : ! $500 : ; !
Dec Dec Dec Jun Jun Jun Jun Dec
1972 1973 1974 1976 1987 1988 1989 1990

Diversified Portfolio: 35% stocks, 40% bonds, 25% Treasury bills.
Hypothetical value of $1,000 invested at month-end December 1972 and June 1987, respectively.
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Stock and ond Downturns 1997-2001
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Compounded Annual Return

14%

12.0%

12% 11.1%
10%

8% 7.1%

6.3%
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8.7%

3.9%

Stocks Stocks Bonds Bonds
after after
inflation inflation

Assumes reinvestment of income and no transaction costs or taxes.

0%

Cash

Cash
after
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Capacity Exposure Optimization
Returns for Investors are C

Risk Capacity (%)

DO 1 s

./’fﬁiﬁh‘}nm G i TN

imal on the Line

T T
<400 =1

Risk Exposure (%)




eSS




TR s B

To ] Year
12 Years Period (1996 to 2008)

L] First Year (All of Top 100) B Second Year (Repeat Performance)
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1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 20086 2007
to to to to to to to to to to to to
1997 1998 1999 2000 2001 2002 2003 2004 2005 20086 2007 2008

Is there persistence in manager performance? MNo. Only about 15% of repeat performance.

Sources, Updates, and Disclosures: Momingstar® Principia®, Universe limited to "Distinct Portfolios™, 2008
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Madoff

Corruption.Deceit,and the Making of the World's
__ Most Notorious Ponzi Scheme
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