Hello Everyone

The pages to follow are the handout which | had at my session last week Wednesday.

| hope you were at least intrigued by my presentation. Please keep in mind that if you want more
information | would be more than happy to repeat my presentation at atime and place of your
choosing. We do not charge for our presentations.

Again, | want to emphasize there are excel activities that can be applied to the classroom. For example,
many students will graduate and become eligible for a 401k. How do they select their funds? We can
apply concepts from the presentation to solve that question.

Please let me know if you have any questions.

Thank You

Jeremy Burri EA

jburri@veritasinvesting.com
920-893-5262







DISPELLING THE MYTHS... Component 1:
The Traditional Investing Myths Free Markets Work

Myth 1: Stock Selection Component 2:

Modern Portfolio Theory
Myth 2: Track-Record Investing

Component 3:
Myth 3: Market Timing The Three-Factor Model

Myth 4: Costs of Investing BUILDING A BETTER PORTFOLIO

THE STORY OF INVESTING: THE 20 MUST-ANSWER QUESTIONS
Free Market Portfolio Theory

2  ©2005-09 McGriff Video Production, LLC., an Ohio limited liability company and a wholly-owned subsidiagjof Abundance Technologies, Inc.

e ¥



DISPELLING THE MYTHS...
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MYTH 1:
Stock Selection

MYTH 2:
Track-Record Investing

MYTH 3:
Market Timing

MYTH 4:
Costs of Investing
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MYTH 1: Definition

Stock Selection: Choosing stocks that are believed

Stock Selection will do well in the future.

THE MYTH:

Investment advisors can consistently and predictably add value
by exercising “superior skill” in individual stock selection.

Average U.S. Equity Mutual Fund
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Average of all U.S. Equity funds available in the CRSP Survivor-Bias Free U.S. Mutual Fund Database, data ending Dec. 2008. S&P 500 Index and
CRSP Market Index data obtained from DFA Returns software 12/08.
Past performance is no guarantee of future results and investors may experience loss.
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Stock Sclection

Average All Mutual Funds
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Average of all Mutual funds available in the CRSP Survivor-Bias Free U.S. Mutual Fund Database, data ending Dec. 2008.
Hypothetical Portfolios based on data in endnote 11.
Past performance is no guarantee of future results and investors may experience loss.
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MYTH 2: Definition

Track-Record Investing: The use of performance history

TraCK'Record ’nVGSting to determine the best investments for the future.

N
THE MYTH:

Finding funds that did well in the past is a reliable method
of indicating which funds will do well in the future.

Subsequent Performance of Top 30 Mutual Funds
Ten-Year Period: 1989—1998

1989—1998 (10 Year) 1999—2008 (10 Year)
Rank % Rank Annualized Rank % Rank Annualized
Return Return

Fidelity Select Electronics Port. 1 0% 29.67 2780 85% -3.83
Fidelity Select Computlers Port. 2 0% 28.54 2940 90% -5.11
Fidelity Select Health Care Port. 8 1% 26.42 1443 44% 0.83
Fidelity Select Technology Port. 4 1% 26.18 2711 83% -3.46
Seligman Comm. & Info Fund 5 1% 26.10 1495 46% 0.70
Janus Twenty Fund 6 1% 25.76 2036 62% -1.02
T Rowe Price Science & Tech Fund 7 1% 25.60 3046 93% -6.88
Alger Spectra Fund 8 1% 25.10 2001 61% -0.88
AIM Financial Services 9 2% 25.07 3032 92% -6.51
Fidelity Advisor Equity Growth 10 2% 24.91 2636 80% -3.08
AIM Health Sciences 11 2% 24.88 NA NA 0.00
Fidelity Select Banking 12 2% 24.49 2380 73% -2.04
Fidelity Select Soft. & Compt. 13 2% 24.41 687 21% 3.60
Vanguard Health Care 14 2% 24.20 126 4% 792
Fidelity Contrafund 15 3% 24.04 877 27% 2.83
American Century Ultra Fund 16 3% 24.04 2647 81% -3.15
AllianceBernstein Glbl Thematic 17 3% 23.85 2925 89% -4.88
AIM Technology Fund 18 3% 23.78 3008 92% -6.03
Franklin Growth Fund 19 3% 23.49 1589 48% 0.39
Fidelity Select Home Finance 20 3% 23.47 3018 92% -6.21
Oppenheimer Main Street Fund 21 4% 23.40 2292 70% -1.75
DWS Communications Fund 22 4% 23.35 3082 94% -9.76
Fidelity Blue Chip Growth Fund 23 4% 23.17 2737 83% -3.61
Wells Fargo Adv Larg Co. Grwth 24 4% 23.05 2797 85% -3.91
John Hancock Regional Bank 25 4% 23.01 1801 55% -0.28
MFS Growth Fund 26 5% 22.94 2842 87% -4.17
Fidelity Select Retailing Port. 27 5% 22.45 2033 62% -1.01
UBS Financial Sector Fund 28 5% 22.45 NA NA 0.00
MainStay Capital Appreciation 29 5% 22.36 3019 92% -6.22
Fidelity Select Financial Svcs 30 5% 22.24 2335 71% -1.91
Top 30 Funds Average Return 24.41 -2.48
All Funds Average Return 15.52 0.74
S&P 500 Index 20.03 0.67
CRSP 1-10 Index 19.23 1.59
Total Funds 1989—1998 636

Total Funds 1999—2008 3,278

For illustrative purposes only. Mutual funds data provided by CRSP Survivor-Bias Free Mutual Fund Database, includes funds
that are U.S. Equity mutual funds. The S&P data are provided by Standard & Poor’s Index Services Group. CRSP data provided
by the Center for Research in Security Prices, University of Chicago.

Indices are not available for direct investment, therefore their performance does not reflect the expenses associated with the
management of an actual portfolio.

PAST PERFORMANCE IS NOT A GUARANTEE OF FUTURE RESULTS.

6 ©2005-09 McGriff Video Production, LLC., an Ohio limited liability company and a wholly-owned subsidi*f Abundance Technologies, Inc.




Track-Record
Investing

Dimensional Fund Advisors

Subsequent Performance of Top 30 Mutual Funds
Five-Year Period: January 1990—December 1994

January 1990—December 1994 January 1995—December 1999

Rank % Rank Annualized Rank % Rank Annualized

Return Return

AIM Aggressive Growth/A 1 0% 23.53 727 48% 22.55
Oppenheimer Main St G&I/A 2 0% 22.25 680 45% 22.94
Amer Cnt: Giftrust/Inv 3 1% 22.00 1056 69% 18.66
PBHG Growth 4 1% 21.98 504 33% 25.31
MFS Emerging Growth/B 5) 1% 21.38 255 17% 28.57

PIMCO:Opportunity/C 6 1% 21.01 931 61% 20.07

United New Concepts/A 7 1% 19.85 181 12% 29.95
Crabbe-Huson Special 8 1% 19.50 1520 100% (4.20)
Amer Cnt: Ultra/Inv 9 2% 19.38 193 13% 29.72
Kaufmann Fund 10 2% 19.28 1041 68% 18.78
Strong Common Stock 11 2% 19.01 578 38% 24.24

Fidelity Low Priced Stock 12 2% 18.74 1255 82% 16.23
CGM Capital Development 13 2% 18.68 834 55% 21.22
Fidelity Blue Chip Growth 14 2% 18.40 472 31% 25.80
Spectra Fund 15 3% 18.33 11 1% 41.12

Skyline: Special Equities 16 3% 18.25 1478 97% 10.10

UAM:ICM Small Company/I| 17 3% 18.09 1368 90% 14.32
Oberweis: Emerging Growth 18 3% 17.72 1038 68% 18.83
Fidelity Adv Eq Grth/Is 19 3% 17.54 122 8% 31.28

Evergreen Sm Co Grth/B 20 4% 17.52 1132 74% 17.70

Fidelity Contrafund 21 4% 17.51 352 23% 27.45

AIM Constellation Fund/A 22 4% 17.44 526 35% 25.01
FPA Capital 23 4% 17.31 890 58% 20.61
SG Cowen Opport/A 24 4% 17.28 1490 98% 9.17
Wasatch: Aggressive Eqty 25 4% 17.04 910 60% 20.27
Berger One Hundred 26 5% 16.96 716 47% 22.64
MainStay: Capital Apprec/B 27 5% 16.92 337 22% 27.62

Parkstone: Small Cap/1st 28 5% 16.75 1311 86% 15.34
Dreyfus Founders: Dscvry/F 29 5% 16.70 107 7% 31.68

Parnassus Fund 30 5% 16.67 1208 79% 16.90
Top 30 Funds Average Return 18.77 21.66
All Funds Average Return 9.40 22.24
S&P 500 8.69 28.55
CRSP 1-10 9.04 27.42
No. of Funds 569 1,524
No. of Top Funds > Average Fund 15
No. of Top Funds > S&P 500 6
No. of Top Funds > CRSP 1—10 8

Source: MicropalTM (excludes international, balanced, and specialty funds)
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MYTH 3: Definition
" = Market Timing: Any attempt to alter or change the
Market T’m’ng mix of assets based on a prediction or forecast about the future.

THE MYTH:
Money managers are able to.lize market timing effectively to
predict up & down markets.

Why Market Timing Doesn’t Work
Annualized Returns for the S&P 500

January 1, 1989 — December 31, 2008
Returns*
5,040 Trading days % $
Missed 5 best days % $
Missed 10 best days % $
Missed 15 best days % $
Missed 20 best days % $
Missed 25 best days % $
Missed 30 best days % $
Source: ChartSource, Standard & Poor’s Financial Communications. Stocks are represented by
Standard & Poor’'s Composite Index of 500 Stocks, an unmanaged index that is generally considered
representative of the U.S. stock market. Past performance is not a guarantee of future results.
Based on initial investment of $10,000

thsignifiﬁa:jd):jl-ess thag S&P 500 Index 8.64%
e market indices, an : o
investors that time the Average E'qmty Fund Investor 1'87f
market actually lose money Systematic Equity Fund Investor 2.70%
over the period measured. | Market Timer Equity Fund Investor (-0.83%)
Inflation 2.98%

. . DALBAR, Inc., Quantitative Analysis of Investor Behavior, 2008
“The evidence on investment managers’ success with market timing is

impressive—and overwhelmingly negative.”
— Charles D. Ellis, Investment Policy, 1993
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Definition MYTH 4:
Costs of Investing: Fees incurred by investors to buy, sell, and COStS Of ’nvest’-ng

own stocks or mutual funds.

THE MYTH:
What you don’t see can’t hurt you.

The Costs of Investing

Bid/Ask Spread

Bid/AskSpread (def): the difference between the sell and the buy
price of a security.

Market Maker

SELL Price
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FREE MARKET PORTFOLIO THEORY

The Components of Free Market Portfolio Theory

COMPONENT 1:
Free Markets Work

COMPONENT 2:
Modern Portfolio Theory

COMPONENT 3:
The Three-Factor Model
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COMPONENT 1:

Free Markets Work

“In a free market at any point in time the actual price of a

security will be a good estimate of its intrinsic value.”
- Eugene F. Fama “Random Walks in Stock Market Prices,” Financial Analysts Journal, September/October 1965.

BELIEFS

Free Markets Work Free Markets Fail

Based on supply and demand, fr The market fails to price goods and services
are the best determinant of accurately.

All available information i It is possible for some individuals to identify
current price. in advance which prices are inaccurate.

Only new and unknowa Under-priced or over-valued markets can be
events change pricing. forecasted or predicted.

The randomness of t By taking advantage of these mispricings
it impossible for any i either in stocks or market sectors, it is
consistently to predict m possible to both increase returns and avoid
and capture additional retu losses in investments.
risk.

People with this view would utilize traditional
People with this view would utiliz investment strategies.
market investment strategies.

BELIEFS DICTATE ACTIONS

ACTIONS

Free Marke Free Markets Fail
Focus on capturing ma * Pursue traditional investment strategies.

Utilize asset-class or » Stay connected to all sources of financial

Diversify prudently. Qd=ion-

* Read every investment article you

Identify your risk tole
Yo can find.

Eliminate traditional i
e Work with a financial professional who

Work with a financial co shares your market belief.
your market belief.

© 2005-09 McGriff Video Produ ioLn, LLC., an Ohio limited liability company and a wholly-owned subsidiary of Abundance Technologies, Inc. 11



COMPONENT 2:
Modern Portfolio Theory

NOBEL PRIZE WINNERS, 1990
Harry Markowitz William Sharpe Merton Miller

Markowitz Efficient Frontier
Maximizing Expected Returns for Any Level of Volatility

Simulated Comparison
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Determinants of Portfolio Performance

% Market Timing

o,
/o Other Factors

Yo Stock Selection

0,
70 Asset Allocation

n Market Timing
. Other Factors

. Stock Selection

- Asset Allocation

Source: “Determinants of Portfolio Performance,” Financial Analysis’s Journal, Gary P. Brinson, L. Randolf Hood, and Gilbert L. Beebower, 1986.
“Revisiting Determinants of Portfolio Performance: An Update,” Brinson, Singer, Beebower, 1991.
“Determinants of Portfolio Performance Il: An Update,” Benson, Singer and Beebower, 1996.
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COMPONENT 3:
The Three-Factor Model

The Three-Factor Model explains 96% of the variability of returns.

Factor 1: The Ma Eugene Fama
Factor 2: The Si. &
Factor 3: The “Ve Kenneth French

Factor 1: The Market Factor

* Equities are riskier than fixed income.
* Equities historically provide a higher rate of return.

1926-2008 S&P500,,  T-Bills

Annualized Return % %

Standard Deviation

Factor 2: The Size Factor

* Small companies are riskier than large companies.
* Small companies historically provide a higher return than large companies.

1926-2008 S&P 500 . U.S. Small Co.,,

Annualized Return % %

Standard Deviation

Factor 3: The “Value” Factor

* High book-to-market (value) stocks are riskier than low book-to-market (growth) stocks.
* High book-to-market stocks historically provide higher return than low book-to-market stocks.

July 1926-2008 S&P 500,, U.S.Lg. Value ,

Annualized Return % %

Standard Deviation

Source: DFA Returns Software, 12/08
Source: Fama, Eugene F., and Kenneth R. French, 1992 “The Cross-Section
of Expected Stock Returns,” Journal of Finance 47 (June), 427-465
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Free Market Portfolio Theory

¢ Prices reflect values and information accurately and quickly

* Diversification reduces risk
¢ Portfolio risk vs. Security risk

¢ |nvaluable asset allocation and portfolio analysis tool

= Free Market Portfolio Theory

A clear, consistent methodology that lends peace of mind
to the investment process.
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BUILDING A BETTER PORTFOLIO

Annualized Return Annualized
(%) Standard
Deviation

Actual II’I”J Results
Equity al Funds

Portfolio 1
1989-2008

Portfolio 2
1973-2008

Portfolio 3
1973-2008

Portfolio 4
1973-2008

Portfolio 5
1973-2008

Portfolio 6
1973-2008

Portfolio 1: Data from DALBAR, Inc., Quantitative Analysis

of Investor Behavior, 2008; 1989-2008. See Endnotes 3, 4,
5,9, 10. Asset Allocation and diversification strategies
cannot insure a profit or protect against a loss.
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THE STORY OF INVESTING

Dispel the Myths of Traditional Investing...
M No one can consistently and predictably add value

through stock selection.

M An investment manager’s track-record in the past

has zero correlation with his ability to do so in the future.

M Free Markets Work: only new and unpredictable news

and events affect market prices.

M Costs of Investing: what you can’t see can hurt you.

This is the True Story of Investing...
M Free Market Portfolio Theory

M Free Markets Work!
M Modern Portfolio Theory: “Diversification is your Buddy.”
M

The Three-Factor Model: There’s no free lunch.
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THE 20 MUST-ANSWER QUESTIONS FOR
YOUR JOURNEY TOWARD PEACE OF MIND

Have you discovered your True Purpose for Money, that which is more important than money itself?

O YES O No

Are you invested in the Market?

O YES O No

Do you know how markets work?

O YES O No

Have you defined your Investment Philosophy?

O YESs O NO

Have you identified your personal risk tolerance?

O YES O No

Do you know how to measure diversification in your portfolio?

O YES O No

Do you consistently and predictably achieve market returns?

O YES O No

Have you measured the total amount of commissions and costs in your portfolio?

O YES O No

Do you know where you fall on the Markowitz Efficient Frontier?

O YES O No

10. When it comes to building your investment portfolio, do you know exactly what you are doing and why?

O YEs O NO
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. Are you working with a financial coach versus a financial planner?

Q YES QO No

. Do you have a customized lifelong game plan to guide all of your investing and spending decisions?

O YEs 4 No

. Do you have an Investment Policy Statement?

O YES QO NoO

. Have you devised a clear-cut method for measuring the success or failure of your portfolio?

O YES QO NoO

. Do you fully understand the implications and applications of diversification in your portfolio?

O YES QO No

. Do you have a system to measure portfolio volatility?
Q YES O NoO

. Are you aware of the incentives brokerage firms and the financial community have when selling commission-
based products?
Q YES O NoO

. Do you know the three warning signs that you are gambling and speculating with your money versus
prudently investing it?
Q YES O NoO

. Can you identify the cultural messages and personal mind-sets about money that destroy your peace
of mind?
Q YES O NoO

. Are you ready to shift your personal experience of money and investing from a scarcity mode to an
abundance mode?

O YES QO NoO

When you have achieved the ability to answer yes to all of these questions, you
will be on your way to a high level of peace of mind.
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SCORING:

Give yourself 5 points for every “Yes” answetr.

D 85-100: Amazing Investor

Congratulations! You are among the most educated, diligent, and confident investors.
You have experience in the investment markets and understand what it takes to be
successful. Now is the time to support your current knowledge with discipline and
educational reinforcement.

D 65-80: Better Investor

As a Better Investor, you have been around the block a time or two and maybe had some
less than successful investing experiences. Now is the time to expand your knowledge
about investing and begin to make some solid choices about your financial future. To
achieve this, seek answers to the questions you missed.

You are not alone. Like many investors, you may frequently find yourself uncertain and
confused about how to make the right investment choices. If you don’t already have an
Investor Coach that you trust completely, now is the time to build a relationship to last
a lifetime.

D 25-40: Discouraged Investor

It's easy to feel discouraged when you have been doing what you thought were the right
things with your money without success. You may have followed all of the advice that
you've read in financial magazines and newspapers, yet you are not getting the exponential
results you had expected.

D 0-20: Frustrated Investor

Flustered and confused, you may wonder where to begin—how is it even possible to wade
through all of the information that you are being bombarded with on a daily basis? Sort
through the chaos and find a path that is right for you.

19
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ENDNOTES

1. No reinvestment of dividends or other earnings were included in the calculations. No commissions or fees have been deducted from
the market performance figures because the intent is to show the benefits of diversification of asset classes and not to indicate the
results Matrix would have achieved if it managed a client’s funds. If an investor invested in mutual funds designed to reflect asset class
performance, the investor would, in effect, be paying an advisory fee to the mutual fund manager and brokerage commissions because
these fees and commissions would be reflected in the mutual fund’s expenses that are deducted from the value of each share of the
mutual fund. If, in addition, an investor engaged an investment advisor to manage the assets, the investor would pay an investment
advisory fee to this manager. If an investor also utilized the services of a separate custodian, the investor would pay additional fees to
the custodian. The returns of the hypothetical asset class mixes frequently exceeded the results of Matrix clients’ portfolios with similar
investment objectives for the period Matrix has managed clients’ funds from 1991 to present. This difference is due to differing allocations
over the time periods shown. These allocations differed because of different asset classes used, new research applied, and because of
deduction of commission. Also, it is not possible to invest in an index. Past performance of markets is no guarantee of future performance
and clients may experience a loss.

2. U.S. Large Value = U.S. Large Cap Value Portfolio:
. July 1926-March 1993: Fama-French Large Cap Value Strategy. Simulates Dimensional’s hold range and estimated
trading costs. Courtesy of Fama-French and CRSP: deciles 1-5 size, (.7) BtM.
. April 1993-Present: U.S. Large Cap Value Portfolio net of all fees.
3. DFA International Small Company Strategy/DFA International Large Company Strategy:
o January 1970-June 1998: 50% DFA Japanese Portfolio, 50% DFA UK Portfolio net of all fees.
. July 1998-September 1989: 50% DFA Japanese Portfolio, 20% DFA UK Portfolio, 30% DFA Continental Portfolio net of
all fees.
o October 1989-March 1990: 40% DFA Japanese Portfolio, 30% DFA Continental Portfolio, 20% DFA UK Portfolio, 10%
DFA Asia/Australia Portfolio net of all fees.
o April 1990-December 1992: 40% DFA Japanese Portfolio, 35% DFA Continental Portfolio, 15% DFA UK Portfolio, 10%
DFA Asia/Australia Portfolio net of all fees.
. January1993-March 1997: 35% DFA Japanese Portfolio, 35% DFA Continental Portfolio, 15% DFA UK Portfolio, 15% DFA
Asia/Australia Portfolio net of all fees.
. April 1997-March 1998: 30% DFA Japanese Portfolio, 35% DFA Continental Portfolio, 15% DFA UK Portfolio, 20% DFA
Asia/Australia Portfolio net of all fees.
o April 1998-Present: 25% DFA Japanese Portfolio, 40% DFA Continental Portfolio, 20% DFA UK Portfolio, 15% DFA Asia/
Australia Portfolio net of all fees.
4. DFA International Small Company Portfolio:
o January 1970-September 1996: DFA International Small Company Strategy.
. October 1996-Present: DFA International Small Company Portfolio net of all fees.
5. EAFE Index: Courtesy of Morgan Stanley Capital International. Europe, Australia, and Far East Index net dividends ($).
o January 1969-Present: EAFE Index Including gross dividends ($).
6. U.S. Small Co = CRSP 9-10 Index: Courtesy of Center for Research in Security Prices, University of Chicago. Small Company Universe
Returns (Deciles 9 &10) all Exchanges.
. January 1926-June 1962: NYSE, rebalanced semi-annually.
. July 1962-December 1972: CRSP Database, NYSE & AMEX, rebalanced quarterly.
. January 1973-September 1988: CRSP Database, NYSE, AMEX & OTC, rebalanced quarterly.
o October 1988-Present: CRSP Index (NYSE & AMEX & OTC).
7. S&P 500: Courtesy of Roger G. Ibbotson and Rex A. Sinquefield, Stocks, Bonds, Bills, and Inflation: The Past and the Future, Dow Jones,

1989. Ibbotson Associates, Chicago, annually updates work by Roger Ibbotson and Rex A. Sinquefield. Used with Permission. All rights
reserved. The S&P 500 is an unmanaged market value-weighted index which measures the change in aggregate market value of 500
stocks relative to the base period 1941-1943. This index does not incur fees and charges typically associated with investing and values
would be lower if such fees and charges were taken into consideration. Individuals may not invest directly in an index. Past performance
is not a guarantee of future results.

8. DFA One-Year Fixed Income Portfolio:
. August 1983-Present: DFA One-Year Fixed Income Portfolio
. November 1971-July 1983: Stimulation Using CD Returns
9. DFA Five-Year Government Portfolio:
. June 1987-Present: DFA Five-Year Government Fixed Income Portfolio
. July 1952-May 1987: Stimulation Using U.S. Government Instruments
10. Lehman Brothers Government/Credit Bond Index 1-30+ Years:
. January 1973-Present: Lehman Brothers Government/Credit Bond Index Range 1-30+ Years

All investing involves risk and costs. Your advisor can provide you with more information about the risks and costs
associated with specific programs. No investment strategy (including asset allocation and diversification strategies) can
ensure peace of mind, assure profit, or protect against loss.

This booklet is based on the views of Abundance Technologies, Inc. Other persons may analyze investing from a different perspective. Nothing
included herein is intended to infer that the approach to investing espoused in this booklet will assure any particular results.

PAST PERFORMANCE IS NO GUARANTEE OF FUTURE PERFORMANCE.
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