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A SAMPLING OF OUR FUTURE THEMES

The last calendar decade has been the worst decade for the NYSE markets in history. The law of
“mean reversion” would seem to indicate that the next decade would be witness to a positive long-
term trend in equity returns.

The U.S. economy appears to be stagnant, possibly because we are at a pivotal economic and
political crossroads. This presents a thick layer of uncertainty to investors, which the market
greatly dislikes. A reduction in this level of uncertainty combined with low interest rates, low
inflation, and improving earnings would bode well for stocks.

Inflation will stay moderate for now. However, seeds are being sown for the next round of
upward pressure on inflation.

Tax rates will rise as it becomes increasingly apparent that revenues will not be sufficient to meet
future obligations. The Government faces increased public debt as a percent of GDP.

A renewed focus on American politics has shifted attention away from economic and investment
fundamentals for the time being. This trend will continue at least through the next election cycle.

The steady increase in the U.S. standard of living is not guaranteed over the next decade. The
U.S. will face greater international competition for global economic leadership.

The U.S. will be forced to refocus massive efforts on renovating the educational system as
emerging countries press ahead with better scores, especially in the areas of math and science.
Failure to do so will further erode the U.S. position in the global economy.

In the wake of the “great recession”, savings rates will trend along at levels higher than seen
before the recession. The breadth and depth of the recession have likely etched a long-lasting scar
into the minds of many, as the great depression did to another generation.

Demographics will continue to point toward an aging population. An aging population will
require an increasingly large portion of the federal budget devoted to funding entitlement
programs.

Those industries which face relatively less Federal regulation may prove to be more attractive
investment opportunities. Federal over-regulation tends to stifle performance.
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After years of intense and successful competition from international automakers combined with
the recent threat of domestic automaker collapse, some U.S. automakers will continue to show a
renewed vigor in designing and selling cars. Ford especially is making a bold statement with its
financial position and new car development.

There is potentially more trouble to come on the housing front. A backlog of foreclosures in the
system, combined with a large shadow inventory and a rising trend toward strategic defaults, will
likely put additional pressure on the housing market.

While the internet will continue to have profound effects on the transmission of information, it
will continue to become yet another utility like the telephone or electricity.

Personal computer and technology advancements will open up even greater use within the home
and office. More routine functions will be handled by computer software, hardware, simple
microchips and barcodes.

Cloud computing will continue to evolve and gain greater acceptance. Adoption will be slowed
somewhat by fears over privacy and security for critical applications.

The networked home will become ubiquitous. Just as every home once had a VCR and currently
has a DVD player and personal computer, every home will be networked for home entertainment.
Sharing of files, photos, videos, etc. will be facilitated by a central “hub”.

Faster data connections, mobile computing and networked homes are changing the media
landscape. Electronic versions of books, music and movies are replacing the physical media.

Demand for data storage will grow as all sorts of data and files are stored in electronic format.

Healthcare will continue in transition as the federal government implements insurance exchanges
and other elements of the health care bill. Additionally, the continued rise in drug prices, the
threat of drug price controls and the price benefits of generic drug competition will become
pivotal issues.

Biotechnology/genetic engineering will continue to make exciting progress in the years ahead as
more and more secrets about the human body and disease are uncovered. The potential medical
benefits versus the controversial nature of the research will continue to be the subject of heated
political debate.

The move toward a one-world/international economy will continue at a solid pace as economic
borders continue to shrink. Economic problems around the world will affect the U.S. economy to
a troubling extent.

China will continue to move toward capitalism and maintain a reputation as an economic
powerhouse. This, combined with the innate Chinese work ethic, will have far-reaching effects
around the world with the scope difficult to foresee.
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India will challenge China’s leadership position among developing countries. Economic
liberalization and reform over the past 15 years will begin to bear fruit.

The ever increasing trade deficit will be difficult to reverse if China remains steadfast in pegging
their currency to the dollar and other parts of the globe continue to experience slow economic
growth (Europe).

Russia appears to be reasserting power and should continue to grow and establish itself in the
world economy. However, the move toward a free and efficient economy may be slow. It will
take many more years to see dramatic progress in the overall standard of living, but progress is
evident.

Terrorism is a permanent fixture in America. While we can work to reduce the risks of major
attacks, well organized terrorist groups or individuals will always find a way to inflict damage.
Terrorist attacks and the corresponding U.S. response may shock the market temporarily.

Retailing will continue a trend toward no frills and low pricing. Low-priced retailing combined
with fashionable trends and products will be a popular formula.

We will continue to move toward a cashless/checkless society.
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