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We're 18 mon

into the second deepest drawdown in 80 Years
The Ten Largest Stock Market” Drawdowns Between January 1926 and March 31, 2009
A stock market drawdown encompasses the complete cycle of market decline (from peak to trough)
and subsequent recovery (from trough to peak).
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Market Value of Equities as a Percent of U.S. Gross Domestic Product
For the Period January 1, 1926 —March 31, 2009
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Market Recovery: Key Market Valuations during Drawdowns
A History of Market Drawdowns as of March 31, 2009

A market drawdown encompasses the complete cycle of market decline (from peak to trough) and subsequent recovery
(from trough to peak) based on monthly total returns. The magnitude of the market decline is expressed as a percent of the
market value at the peak.

The Top Ten Largest Drawdowns Experienced by the S&P 500 from January 1926 to March 2009

Percent Decline Percent Decline
From Peak Market Dividend ~ Market ~P/E  Dividend inP/E Ratio
(Drawdown Peak Yield Trough  Ratio Yield From Peak

1 83.66% 292% Jund2 108 9.63% 45.18%
2 4% 1.08% Sep02 269 1.94% 492%
3 4260% 267% Sep74 70 565% 6210%
4 2958% 263% Nov$7 132 383% 36.70%
5 2915% 283% Jun70 132 437% 29.98%
6 2226% 282% Jun62 158 3.76% 2965%
7 2183% 355% Novd6 138  4.81% 39.38%
8 1649% 438% Jul82 79 640% 1667%
9 1573% 299% Sep66 139 3.77% 2013%
10 15.35% 1.41% Aug-98 24.6 1.69% 14.33%
Average __32.14% 273% 147 _459% 29.90%

At the present time the S&P 500 is in the midst of a very significant drawdown that has already exceeded 50%.
Current™  55.32% Oct-07 234 179% ? 18.0 3.03% ?

(1) The current drawdown s from the peak on October 9, 2007 through the current trough on March 9, 2009.
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* Understand how your money isinvested and confirm
it matchesyour organization’sinvestment objectives

e Confirm that therearethird-party safeguards
protecting your assets. The company that servesas
custodian of your assets should beindependent of
your advisor and should prepar e separ ate statements

e Determineif your advisor receivesany commissions,
fees, or other compensation for using particular fund
managers
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I11. Keeping Finances Secure

in Troubled Times, and in Good Times
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I11. Keeping Finances Secure

Separate Short-Term and Long-Term Funds

e Short-term assets: bank accounts, money market
funds, CDs, short-duration government bonds

e Long-term assets: broad mix of assets classes
including domestic and international equities,
cor por ate and government bonds
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orter time periodsare very volatile

Diversified Benchmark of Equity and Bond Indexes
12 Month Rolling Periodsfrom January 1, 1950 ~March 31, 2009
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onger time periods smooth out returns

Diversified Benchmark of Equity and Bond Indexes
5 Year Rolling Periodsfrom January 1, 1950 ~ March 31,2009

5 Vear Rolling Periods
005 | 70% Stocks / | B0 Stacke | s0% stocks/ | 100%
Stocks | ‘30% Bonas | So%Bonds | 70%Bonds | Bonds
best Return 20.0% 2600 24.0% 22,00 2110
werage Retum ' @ | 1170 1045 o400 5.a% 675
[worst return s 7 .50 250 .o

60%

s0%

0%

R

% 20%

g 109 -> -

o5

“10%

~20%

~a0%

m
Sources: Towneley Capital Management . Siandard & Poor's Corporation; Global Fnancial Data,Ic.

100% Bonds Bnchmark Allocata: 43% Corporate B, 21% 10 Year Gt Bods 219 5 Year G, Bondsand 15% T-6il

o 4% Wilkhire S000, 6% 0 5% 0w G Borde 159 5 Veur Gt Bonds 0% T, | OWNEIEY

500 Bonchmark llocaton 401 Wikhire 000, 0% 115 10'vear Gowt. Bonds 115 5Yer Govt. Bondsana 7 T8il. Capital

0 Wisire 5000146 657 10Yeur Go. Bana 6590 5 Yeur Gow. Bandoand 4 T8Il \anagement
markalk lishire i -

14

111. Keeping Finances Secure

Asset Allocation

International Internati onal
Equity- Equity-
Domestic Equity- Managed Indexed
Indexed 7.8% 6.2%

33.6%

Cash
1.0%

Fixed Income-

Managed
Domestic Equity- Fixed Income- 2%
Managed Indexed
22.4% 5.8%
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K eeping Finances Secure
Asset Allocation
Domestic Fixed Income Funds
Maturities Issue Type Credit Quality
Short Term Corporate Investment Grade
Medium Term Government High Yield
Long Term
Domestic Equity Funds
Style Approach Market Capitalization
Value Active (managed) Small Companies
Growth Passive (indexed) Medium Companies
Large Companies
International Funds
Asset Class Location Economic D
Equities Global Developed
Fixed Income Region Emerging
Country
Towneley
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Inflation Adjusted Wealth Ratio for Eq

100% Fixed Income with 30%, 50% & 70% Equity Benchmarksminus U.S. CPI
For the Period January 1, 1926 - December 31,
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Keep Ahead of | nflation

For the Period April 1, 1978 —March 31, 2008
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If inflation over the next 30 years increases a the same rate as the last 30
years, you will need your portfolio to grow to $3.34 million in order to Towneley
maintain the same standard of living. Capital
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Minimum of 30% equity to keep pace with inflation

100% Fixed Incomewith 30%, 50% & 70% Equity Benchmarks minusU.S. CPI
For the Period January 1, 1926 - March 31, 2009
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111. Keeping Finances Secure

Final thoughts:

* Minimizelnvestment Costs; ex. institutional class
mutual fund shares

e Stay on Course. Periodically rebalance your portfolio to
restoretarget asset allocations

¢ Reduce personal liability of board membersand
executive staff; enlist the services of a qualified advisor
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Notes

The information contained herein is provided for illustrative purposes only.
This material is not intended as an offer or solicitation for the purchase or sale
of any financia instrument. We believe the information contained in this
material to be reliable, but do not warrant its accuracy or completeness. Past
performance does not guarantee future results.

The charts and graphs created by Towneley Capital Management, Inc., and the

views and opinions presented, constitute the judgment of Towneley Capital

Management, Inc. based on current market conditions, may not be suitable for

al investors, and are subject to change without notice. The investment

strategies and views stated herein may differ from those expressed for other

g‘l;\r/poses or in other contexts or by other investment counselors or financial
isors.

This material is distributed with the understanding that we are not rendering
accounting, Ie%al or tax advice. Please consult your legal or tax advisor
concerning such matters.

Additional information is available upon request.




