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It’s the same with investing and

Compass Financial Strategies can help
you set your

Financial sails

Compass

FINANCIAL & STRATEGIES
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- - Aggressive 10-12 years
- Growth 8-10 years

- Balanced 5-8 years
- Income 1-4 years
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fUcCtURE DEtermInES PErGrMance

Over 96% of the variation in returns is due to
risk factor exposure.

After fees, traditional management typically
reduces returns.

The Model Tells the Difference between Investing and Speculating

average average sensitivity sensitivity

expected = excess '  to market 1 tosize :
return return [market return [small stocks

(minus T-bills) minus T-bills] minus big stocks]

Priced Risk
Positive expected return.
Systematic.
Economic.
Long-term.
Investing.

Source: Dimensional Fund Advisors study (2002) of 44 institutional equity pension plans with $452 billion total assets.

$1260.2

4% Unexplained Variation

sensitivity
to BtM .

[value stocks
minus growth stocks]

Unpriced Risk
Noise.
Random.
Short-term.
Speculating.

Factor analysis run over various time periods, averaging nine years. Total assets based on total plan dollar amounts as of year end 2001.

Average explanatory power (R?) is for the Fama/French equity benchmark universe.



WoerladrMarrket Capitalization
$28.6 Irillion as ofi December' 31, 2009

CHINA
$654B

2%

SOUTH
KOREA
$4

2%

1

BRAZIL oce)
$580B 1%

2%

MSCI Index |_| Developed Erontier

$464B

2%

-

In US dollars. Map reflects countries in the M3 Al Counnry World iividndex and
MSCI Frontier Markets Index: Viarkets
Market cap data is free-float adjusted. MSCI data coﬁﬁfilgjﬁt MSCI 2009, all' rights
reserved. Vietham data provided by MEMI." Many small nations not displayed. lTotals
may not equall 100°%) due to rounding. Eor educational purposes; should not: be
construed as investment advice, 1. An example large cap stock provided for
comparison:

Emerging




Performance Summary Statistics

By 082010 Delawt Currendy: USD

MSCI Barclays
Emerging  Capilal US

s MSCI EAFE Markelz Gawernment!
o Russal 000 10X G188 ngx s et o
1-Year Total Return (%) 1.05 15.72 6.38 23.48 965
3-Year Annualized Return (%) 1.51 .47 -12.94 -2.22 T.a7
5-Year Annualized Return (%) 2.31 -0.48 1.35 13.07 5.26
10-Year Annualized Return (%) 2.38 -0.92 0.59 10.34 6.48
20-Year Annualized Return (%) 263 787 4,36 9.64 715
Annualized Return (%) 2.88 910 492 13.19 743
01M1988-06/2010
Annualized Standard Deviation 1.14 15.02 17.47 24,24 4.50
o EHH-IIIBI}."IE;‘?I;
Growth of Wealth 1.89 740 294 16.25 5.01
01 88E-06/ 2010

Lowest 1-Vear Retum (%) -10.77% -43.51% -45.94% -55.42% -8.62%

{1§/31-1033) [t i (DB i 12907 < 11408 (ATE-380)

Highest 1-Year Retum (%)  20.10% B66.43% 103.70% 92 14% 33.53%
ARE A T) [t e i FRLADE] | BTHE-27 5 [linw1-887)

Lowest 3-Year Annualized 966% -1584% -19.30% -18.18% -0.52%
Retum (%) oppans  wwamsy  wosam  gesesy  wrraen

Highest 3-Year Annualized  11.95% 31.58% 58.36% 46 66% 18.15%
Retum (%) opmamy  essamsy  meeran ooy geessn

See Standardized Performance Data & Disclosures.
Scbection of funds, indices md tme periods presemed chosen by client’s mvisor. Indices ane not available for direa investmen and performance does not reflect expenses of un aetual
peort i, Past perlormance is il o guaranice of fulure resulis,

Pl it iprimight O Huisael] levewtorars Cirongy PROR.2010, ol righis resefuidl LS bosg-form bosdds, bills, mfation, and lised rwose God duts © Socks Bosds, Bl ard baflstion YVeshook®, Thmun Amocisees, Chicapgs (assaally updaed wesib by Boger 45 Bboisensad
Roox A Singeeileld | S5 data cogynght MSE] 3000, & nghn eserond Bardaws Capaal dus pronsdal by Bargbae Bask PLE
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Y1elar (L9907 st averagea 5% tor 9%06)
PIICE APPreEciation
Barclays Govt/Credit Last 10 years 5.5%

Current around 3.5%

Massive new debt would suggest farther decline in
yields

Increasing Interest rates could reduces bond values
Higher exposure to Global default
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Bonds' still' have, a piacerin’iong-term
dliocations but teo) much of a good thing may:
rrrn ol o be 2 bad thinga



This and That

UnEemployment Rictlre

HIStonical Review,

DAy Maket aCriViLy,




Recessionary: RPe
Observations

essions have looked different in terms of length, stock market
_'Zér'nployment rates, and subsequent recovery.

f the Fast four recessions prior to 2007, unemployment rates peaked after
ion ended.

- markets tend to be a leading indicator of economic prosperity, and in each
se, the S&P 500 Index started to rebound before the end of the recession was

Past performance is not a guarantee of future results and there is always the risk that an investor will lose money. HI‘W
N




$1396.3

Recessionary Periods
Mid 1970s and Early 1980s
Recession Ends

Rece
Nove

Unemployment

Peaks at 10.8%

Nov/Dec 1982
Rece / Recession End Announced
July July 8, 1983

ecession Ends

ovember 1982

Unemployment
Peaks at 9.0%
May 1975

Prior to 1979, there were no formal announcements of business cycle turning points.

Indices are not available for direct investment; their performance does not reflect the expenses associated with the management of an actual portfolio. For illustrative purposes only. Past performance is not a
guarantee of future results and there is always the risk that an investor will lose money. Source: National Bureau of Economic Research (NBER) for economic expansions and recessions data; the S&P data are
provided by Standard & Poor’s Index Services Group; US Bureau of Labor Statistics for unemployment data.
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Early 1990s and Early 2000s

Unemployment
Peaks at 7.8%
Recession Announced June 1992

April 25, 1991
Reces

Recession End Announced
July 19

December 22, 1992

cession Ends
arch 1991

Unemployment
. Peaks at 6.3%
cession Announced June 2003
vember 26, 2001

cession Ends

Recession End Announced
vember 2001 July 17, 2003

Indices are not available for direct investment; their performance does not reflect the expenses associated with the management of an actual portfolio. For illustrative purposes only. Past performance is not a

guarantee of future results and there is always the risk that an investor will lose money. Source: National Bureau of Economic Research (NBER) for economic expansions and recessions data; the S&P data are
provided by Standard & Poor’s Index Services Group; US Bureau of Labor Statistics for unemployment data.




S&P 500 Index Total Return

Recessionary Period

January 2007-June 2009
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S1392.3

Two Standard Deviations

One Standard Deviation: 1.15%
Average Daily Return: 0.04%
One Standard Deviation

Two Standard Deviations

January 2, 1926-December 31, 2009

Total trading days: 22,276

Days within one standard deviation: 82% (18,170)
Days within two standard deviations: 95% (21,220)

Jan 30 Jan 35 Jan 40 Jan 45 Jan 50 Jan 55 Jan60 Jan65 Jan70 Jan75 Jan 80 Jan 85 Jan 90 Jan 95 Jan 00 Jan 05 Jan 10

Returns shown are for the S&P 500 Index. The S&P data are provided by Standard & Poor’s Index Services Group.

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

Past performance is not a guarantee of future results. Not to be construed as investment advice.
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Iways contact us at:
9230 office

) 1781 Cell-LeRoy

57 48 Cell Deborah

- ® Wwww.compasstx.com



