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I. Market and Economic Update

The Market in Perspective
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Months

1 83.66% 511.95% Aug-29 Jun-32 Feb-45 34 152 186

Current
(2)

2 55.32% 123.79% Oct-07 ? ? 18 ? ?

3 44.71% 80.87% Aug-00 Sep-02 Oct-06 25 49 74

4 42.60% 74.22% Dec-72 Sep-74 Jun-76 21 21 42

5 29.58% 42.00% Aug-87 Nov-87 May-89 3 18 21

6 29.15% 41.15% Nov-68 Jun-70 Mar-71 19 9 28

7 22.26% 28.63% Dec-61 Jun-62 Apr-63 6 10 16

8 21.83% 27.93% May-46 Nov-46 Oct-49 6 35 41

9 16.49% 19.75% Nov-80 Jul-82 Oct-82 20 3 23

10 15.73% 18.67% Jan-66 Sep-66 Mar-67 8 6 14

36.13% 96.90% 16 34 49

(1)

(2)

(3)

(4)











 Past performance does not guarantee future results.

A stock market drawdown encompasses the complete cycle of market decline (from peak to trough)

and subsequent recovery (from trough to peak).

The Ten Largest Stock Market (1) Drawdowns Between January 1926 and March 31, 2009

The S&P 500 Index, including dividends, consists of 500 widely held common stocks with the minimum market capitalization in excess of $3 billion. It is a capitalization-weighted index (stock price times

shares outstanding) providing a broad indication of stock price movements. Construction of the S&P 500 proceeds from industry groups to the whole. Since some industries are characterized by

companies of relatively small stock capitalization, the index is not comprised of the 500 largest companies on the New York Stock Exchange. The index is calculated on a total return basis, which includes

reinvestment of gross dividends and appreciation of market values. One can not invest directly in an index.

The magnitude of the market decline is expressed as a percentage of the market value at the peak.

Average

Stock market performance is represented by the S&P 500 Index, including dividends. All drawdown percentages, other than those pertaining to the current

drawdown, are derived from the closing value of the S&P 500 Index, including dividends, on the last day of each of the months indicated.

The current drawdown percentages are derived from the closing value of the S&P 500 Index, including dividends, at its peak on October 9, 2007 and on

March 9, 2009.

Since 1946, the market has experienced 9 drawdowns characterized by at least a 15% decline (including the current drawdown) that lasted an average of 32 months (excluding the current drawdown).

The magnitude of the market recovery is expressed as a percentage of the market value at the trough.

Notable Points

The longest drawdown, lasting a total of 186 months, began with the largest decline, 83.66% between Aug 1929 and June 1932, and ended with the largest recovery, 511.95% between 1932 and 1945.

Recovery time from trough to peak averaged 69.0% of drawdown duration.

The total amount of time the market has spent in a drawdown or below a previous market peak, without regard to magnitude, is 808 months, or over 81% of the time between Jan 1926 to Mar 2009.

We’re 18 months into the second deepest drawdown in 80 Years
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$1,000 Invested in S&P 500 Index
at Market Peak

$1,000 Invested in S&P 500 Index
Adjusted Monthly for Inflation

Drawdown of the S&P 500 Adjusted for Inflation

For the Period August 2000 – March 31, 2009

Trough to Recovery
Trough

Peak to Trough

Peak Recovery

Return Remaining to
Inflation Adjusted
Recovery: 99.5%
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Investors seeking safety poured money into Treasuries

Returns as of March 31, 2009
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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

6/30/193225.71%Minimum:

58.03%Median:

66.07%Average:

3/31/2000190.96%Maximum:

3/31/200983.47%Latest (Est.):

Key Characteristics

The Market Value of Equities includes the market value of the New York, American & Nasdaq Stock Exchanges Sources: Towneley Capital Management Inc.; Global Financial Data, Inc.
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Percent Decline Percent Decline

From Peak P/E Dividend P/E Dividend in P/E Ratio

(Drawdown) Ratio Yield Ratio Yield From Peak

1 83.66% Aug-29 19.7 2.92% Jun-32 10.8 9.63% 45.18%

2 44.71% Aug-00 28.3 1.08% Sep-02 26.9 1.94% 4.92%

3 42.60% Dec-72 18.4 2.67% Sep-74 7.0 5.65% 62.10%

4 29.58% Aug-87 20.8 2.63% Nov-87 13.2 3.83% 36.70%

5 29.15% Nov-68 18.8 2.83% Jun-70 13.2 4.37% 29.98%

6 22.26% Dec-61 22.4 2.82% Jun-62 15.8 3.76% 29.65%

7 21.83% May-46 22.8 3.55% Nov-46 13.8 4.84% 39.38%

8 16.49% Nov-80 9.5 4.38% Jul-82 7.9 6.40% 16.67%

9 15.73% Jan-66 17.4 2.99% Sep-66 13.9 3.77% 20.13%

10 15.35% Jun-98 28.7 1.41% Aug-98 24.6 1.69% 14.33%

32.14% 20.7 2.73% 14.7 4.59% 29.90%

Current
(1)

55.32% Oct-07 23.4 1.79% ? 18.0 3.03% ?

(1) The current drawdown is from the peak on October 9, 2007 through the current trough on March 9, 2009.

Market Market

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

At the present time the S&P 500 is in the midst of a very significant drawdown that has already exceeded 50%.

Peak Trough

Average

Historical Price/Earnings ratios
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• Understand how your money is invested and confirm
it matches your organization’s investment objectives

• Confirm that there are third-party safeguards
protecting your assets. The company that serves as
custodian of your assets should be independent of
your advisor and should prepare separate statements

• Determine if your advisor receives any commissions,
fees, or other compensation for using particular fund
managers

Towneley
Capital
Management, Inc.

II. Learning from the Madoff Fraud
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III. Keeping Finances Secure
in Troubled Times, and in Good Times
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III. Keeping Finances Secure

Separate Short-Term and Long-Term Funds

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

• Long-term assets: broad mix of assets classes
including domestic and international equities,
corporate and government bonds

Towneley
Capital
Management, Inc.
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Shorter time periods are very volatile

(1) The arithmetic mean of 12 month rolling period returns from 1950 through Mar 2009, compounded annually, dividends reinvested, rebalanced annually.
Sources: Towneley Capital Management Inc.; Standard & Poor's Corporation; Global Financial Data, Inc.

Diversified Benchmark of Equity and Bond Indexes
12 Month Rolling Periods from January 1, 1950 – March 31, 2009

Towneley
Capital

Management Inc

100% Bonds Benchmark Allocation: 43% Corporate Bonds, 21% 10 Year Govt. Bonds, 21% 5 Year Govt. Bonds and 15% T-Bill.
30% Benchmark allocation: 24% Wilshire 5000, 6% World Equity x/US, 30% Corporate Bonds, 15% 10 Year Govt. Bonds, 15% 5 Year Govt. Bonds and 10% T-Bill.
50% Benchmark allocation: 40% Wilshire 5000, 10% World Equity x/US, 22% Corporate Bonds, 11% 10 Year Govt. Bonds, 11% 5 Year Govt. Bonds and 7% T-Bill.
70% Benchmark allocation: 56% Wilshire 5000, 14% World Equity x/US, 13% Corporate Bonds, 6.5% 10 Year Govt. Bonds, 6.5% 5 Year Govt. Bonds and 4% T-Bill.
100% Stocks Benchmark allocation: 80% Wilshire 5000, 20% World Equity.
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100%
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70% Stocks /

30% Bonds

50% Stocks /

50% Bonds

30% Stocks /

70% Bonds

100%

Bonds

Best Return 59.2% 51.5% 46.3% 41.1% 38.2%

Average Return (1)
12.4% 10.7% 9.5% 8.3% 6.6%

Worst Return -44.5% -30.8% -22.0% -13.7% -8.2%
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Longer time periods smooth out returns

(1) The arithmetic mean of 60 month rolling period returns from 1950 through Mar 2009, compounded annually, dividends reinvested, rebalanced annually.
Sources: Towneley Capital Management Inc.; Standard & Poor's Corporation; Global Financial Data, Inc.

Diversified Benchmark of Equity and Bond Indexes
5 Year Rolling Periods from January 1, 1950 – March 31, 2009
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100%

Stocks

70% Stocks /

30% Bonds

50% Stocks /

50% Bonds

30% Stocks /

70% Bonds

100%

Bonds

Best Return 30.9% 26.8% 24.0% 22.0% 21.1%

Average Return (1) 11.7% 10.4% 9.4% 8.4% 6.7%

Worst Return -5.4% -1.7% 0.5% 2.5% 0.8%

5 Year Rolling Periods
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100% Bonds Benchmark Allocation: 43% Corporate Bonds, 21% 10 Year Govt. Bonds, 21% 5 Year Govt. Bonds and 15% T-Bill.
30% Benchmark allocation: 24% Wilshire 5000, 6% World Equity x/US, 30% Corporate Bonds, 15% 10 Year Govt. Bonds, 15% 5 Year Govt. Bonds and 10% T-Bill.
50% Benchmark allocation: 40% Wilshire 5000, 10% World Equity x/US, 22% Corporate Bonds, 11% 10 Year Govt. Bonds, 11% 5 Year Govt. Bonds and 7% T-Bill.
70% Benchmark allocation: 56% Wilshire 5000, 14% World Equity x/US, 13% Corporate Bonds, 6.5% 10 Year Govt. Bonds, 6.5% 5 Year Govt. Bonds and 4% T-Bill.
100% Stocks Benchmark allocation: 80% Wilshire 5000, 20% World Equity.

15

Asset Allocation
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III. Keeping Finances Secure

Fixed Income-

Managed

23.2%Fixed Income-

Indexed

5.8%

Domestic Equity-

Indexed

33.6%

International

Equity-

Managed

7.8%

International
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1.0%
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Managed

22.4%
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Asset Allocation
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III. Keeping Finances Secure

Domestic Fixed Income Funds

Maturities Issue Type Credit Quality

Short Term
Medium Term
Long Term

Corporate
Government

Investment Grade
High Yield

Domestic Equity Funds

Investment Style Investment Approach Market Capitalization

Value
Growth

Active (managed)
Passive (indexed)

Small Companies
Medium Companies
Large Companies

International Funds

Asset Class Geographic Location Economic Development

Equities
Fixed Income

Global
Region
Country

Developed
Emerging
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100% Fixed Income with 30%, 50% & 70% Equity Benchmarks minus U.S. CPI

For the Period January 1, 1926 - December 31, 2008
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Inflation Adjusted Wealth Ratio for Equity Benchmarks
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$2,475

$4,800

$8,350

30% Benchmark allocation: 24% Wilshire 5000, 6% World Equity x/US, 30% Corporate Bonds, 15% 10 Year Govt. Bonds, 15% 5 Year Govt. Bonds and 10% T-Bill.
50% Benchmark allocation: 40% Wilshire 5000, 10% World Equity x/US, 21.5% Corporate Bonds, 11% 10 Year Govt. Bonds, 11% 5 Year Govt. Bonds and 7% T-Bill.
70% Benchmark allocation: 56% Wilshire 5000, 14% World Equity x/US, 13% Corporate Bonds, 6.5% 10 Year Govt. Bonds, 6.5% 5 Year Govt. Bonds and 4% T-Bill.

$740

18

Keep Ahead of Inflation
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U.S. CPI
Increased by

4.14% Annually

$3.34
million
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If inflation over the next 30 years increases at the same rate as the last 30
years, you will need your portfolio to grow to $3.34 million in order to

maintain the same standard of living.

5% Annual W/D =
$50,000
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Minimum of 30% equity to keep pace with inflation
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100% Fixed Income 43% Corporate Bonds, 21% 10 Year Govt. Bonds, 21% 5 Year Govt. Bonds and 15% T-Bill.
30% Benchmark allocation: 24% Wilshire 5000, 6% World Equity x/US, 30% Corporate Bonds, 15% 10 Year Govt. Bonds, 15% 5 Year Govt. Bonds and 10% T-Bill.
50% Benchmark allocation: 40% Wilshire 5000, 10% World Equity x/US, 21.5% Corporate Bonds, 11% 10 Year Govt. Bonds, 11% 5 Year Govt. Bonds and 7% T-Bill.
70% Benchmark allocation: 56% Wilshire 5000, 14% World Equity x/US, 13% Corporate Bonds, 6.5% 10 Year Govt. Bonds, 6.5% 5 Year Govt. Bonds and 4% T-Bill.

100% Fixed Income with 30%, 50% & 70% Equity Benchmarks minus U.S. CPI

For the Period January 1, 1926 - March 31, 2009

4.1%

11.7%

10.5%

-2.7%

-1.0%

7.5%

4.9% 4.5%

-3.2%

1.1%

-0.8%

6.1%

2.5%

9.5%

7.3%

4.5%

-1.4%

4.0%

6.3%

2.5%
1.6%

-0.2%

3.4%

8.0%

-0.5%

8.9%

10.6%

-0.3%

5.9%

4.8%

0.1%

5.5%

5.1%

0.8%

11.5%

0.3%

-4.0%

-2.0%

0.0%

2.0%

4.0%

6.0%

8.0%

10.0%

12.0%

14.0%

Entire
Period

1930

1940

1950

1960

1970

1980

1990

2000
- 3/09

R
e
tu

rn
s

100% Fixed Income Benchmark

30% Equity Benchmark

50% Equity Benchmark

70% Equity Benchmark

20

World Stock Market Capitalization

2000
Percent of World

2008
Percent of World

Europe,
Africa &

Middle East
28.3%

Asia & Pacific
29.0%

United States
36.0%

Americas ex
U.S.
6.7%

Asia & Pacific
15.9%Europe,

Africa &
Middle East

31.3%

United States
48.8%

Americas ex
U.S.
4.0%

Data Source: World Federation of Exchanges Towneley
Capital
Management, Inc.
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Final thoughts:

• Minimize Investment Costs; ex. institutional class
mutual fund shares

• Stay on Course. Periodically rebalance your portfolio to
restore target asset allocations

• Reduce personal liability of board members and
executive staff; enlist the services of a qualified advisor

Towneley
Capital
Management, Inc.

III. Keeping Finances Secure
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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 financial 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
all investors, and are subject to change without notice. The investment
strategies and views stated herein may differ from those expressed for other
purposes or in other contexts or by other investment counselors or financial
advisors.

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

• Additional information is available upon request.


