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Importance of Issues in Influencing Americans’ Vote for President

Very Important

%
The economy 89
The situation in Iraq 87
Education 81
Corruption in government 79
Healthcare 79
Energy, including gas prices 79
Terrorism 77
Social Security 73
The federal budget deficit 73
Moral values 69
Medicare 69
Taxes 69
The environment, including global warming 62
lllegal immigration 60
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Importance of Issues to US Equity Fund Managers (in their
Professional Role) - Only One
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Importance of Issues to US Equity Fund Managers (in their
Professional Role) - Only One

Average Annual Returns on US Asset Classes

by Presidential Party (since 1929):

Long-Term
Stocks Gov't Bonds
Democrat 14.9% 3.7%
Republican 8.0% 8.2%

Source: J.L. Grant, E.A. Trahan/Financial Services Review 15 (2006) 151-165
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Importance of Issues to US Equity Fund Managers (in their
Professional Role) - Only One
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US Stock Market Has Performed Better Under Democrats than
Republicans Over the Past 100+ Years
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The First Year of a Democratic Presidential Election have Historically
Experienced Solid Stock Returns & Superior to Republicans

Average U.S. Stock Market Returns by Year of Presidential Term & Party (1948 — 2007)
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U.S. Stock Market returns as represented by S&P 500 Index. Source: Ibbotson, FMRCo (MARE) as at 31/12/2007, Centre ¢
Asset Management. %Igma



Total Returns (%) from 1926 to 2007 for the S&P 500 Index by Groups

<-20% -20%<x<-12%| -12%<x<-8% -8%<x<0 0<x<8% 8%<x<12%fll 12%<x<20%
1930 -24.90 | 1973 -14.69 | 1929  -8.42 | 1934 -1.44 | 1947 5.71 § 1926 11.62 f§ 1944 19.75
1931 -43.34 1932  -8.19| 1939 -0.41 | 1948 5.50 § 1959 11.96 f§ 1949 18.79
1937 -35.03 1940 -9.78 | 1953 -0.99 1956 6.56 @ 1968 11.06 § 1952 18.37
1974 -26.47 1941 -11.59 | 1977 -7.18 | 1960 0.47 J§ 1993 10.08 f§ 1964 16.48
2002 -23.80 1946  -8.07 | 1981 -4.92 | 1970 4.01 § 2004 9.33 f§ 1965 12.45
1957 -10.78 | 1990 -3.10 | 1978 6.57 § 2006 11.78 f§ 1971 14.30
1962  -8.73 1984 6.27 1972 18.99
1966 -10.06 1987 5.25 1979 18.61
1969  -8.50 1992 7.62 1986 18.47
2000 -9.10 1994 1.32 1988 16.61

2001 -11.89 2005 5.07

2007 3.65

The S&P 500 Index has grown at or about its
“average value” of around 8-12% only 6 timesA'
In 82 years, +20% is more likely!=—

Source: |Ibbotson Associates and Standard & Poor’s; used with permission. Performance is calculated assuming %1gma
reinvestment of all dividends and capital gains on a daily basis.



Optimism from New President but Recession & Earnings Slowdown
Just Now Taking Hold

Institute for Supply Management Composite Index — Closely Tied to S&P 500
Earnings Per Share Growth

ISM Composite Index
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Optimism from New President but Recession & Earnings Slowdown
Just Now Taking Hold

Institute for Supply Management Composite Index — Closely Tied to S&P 500

Earnings Per Share Growth
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Optimism from New President but Recession & Earnings Slowdown
Just Now Taking Hold

Phase | ’hase |l
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Phase IV Phase |l

ISM at 50 ant SM has peaked
headed to itSs nd headed back

trough own to 50
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Stocks are the Best Long Term but Bonds Have Done Comparatively Well
When Stocks Have Not in the Short Term

U.S. Stocks % U.S. Bonds %

Dec 68 —June 70
Jan /3 — Sept 74
Jan 77 —Feb 78
Dec 80 — Jul 82
Sep 87 — Nov 87
Jun 90 - Oct 90
May 98 - Aug 98
Aug 00 — Mar 03
Oct 07 — Oct 08




Stocks, Bonds and Commodities as Natural Hedges to Enhance
Overall Risk Adjusted Returns

Sample Asset Mix for “Typical” Professional Investor:

Commodities,
15%

Stocks, 50%

Bonds, 35%
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Stocks, Bonds and Commodities as Natural Hedges to Enhance
Overall Risk Adjusted Returns — It's Been a Good Environment

Asset Returns Correlation
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Stocks, Bonds and Commodities as Natural Hedges to Enhance
Overall Risk Adjusted Returns

Benefits of Diversification Evident — Opportunity Windows for Tactical (TAA)
Strategies Supported by Research
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Stock Market and Business Cycle
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Summary

1.

Historical Evidence Indicates Strong Likelihood that US Stocks Will
Perform Strongly in First Year of Obama Presidency (20+%)

Bull Markets Begin During Recessions

Asset Allocation Between Stocks, Bonds and Commodities Remains
Effective, Still in “Sweet Spot” for Bonds but Stocks are Poised to
Outperform

Sector Strategy Within Equities Should Begin to Emphasize Early
Cycle Consumer Groups
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Folylitia Asscl viallaycllictit
126 Jermyn Street,
London
SWL1Y 4UJ
Telephone 020 7747 6999
Fax 020 7747 6998

Important Information

Please note this communication is for Professional Advisers only and must not be distributed or relied upon by retalil
clients.

The mention of past performance is not a guarantee for future returns and the price of units and the income from them
may fall as well as rise. The mention of specific stocks must not be construed as a recommendation to deal and where
a fund invests overseas, its value may fluctuate as a result of currency exchange rates.

PSigma Unit Trust Managers Limited is authorised and regulated by the Financial Services Authority and is a member
of the Investment Management Association. FSA Registration no. 220241 .
Registered office: 126 Jermyn Street, London, SW1Y 4UJ. Registered in England and Wales no. 4569694.
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