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“Is History still a Good Guide for Investing?”

As we are all aware, the world continues to na@ghatough difficult economic and
financial times. While we have had difficult pergonh the past, it feels like the

navigation process this time involves more thah gasliressing another cyclical
dislocation. To the extent that we may be expenmnmore of a secular (long term)
realignment, than a cyclical (short term) interrapt | wonder whether history is a good
guide for investing in the future. Do the old rudsout asset allocation, security selection
and risk management still apply? Maybe not, nowweare living in an investment
world that is incredibly unpredictable and volatile

So what do you do when traditional asset allocat@one may not be able to deliver the
same type of positive returns and risk mitigatioattthey have in the past? | believe that
in today’s environment the selection of the spegiivestment vehicle becomes as
important as the choice of asset class. Not aligeaCap Stocks” or “Investment Grade
Bonds”, to pick 2 popular asset classes for exapgpiethe same. Nor can they be
expected in today’s environment to act in a simit@nner as traditional models have
assumed. | believe that the ability to select thbtrstock and the right bond will re-
emerge as a critical skill in achieving investm&ntcess in the years ahead.

Given what could turn out to be a world dominatgdhe growth muting effects of
continuing de-leveraging by consumers and re-reéigmidy the government, the stock
market in the next few years may trade in a namavge forcing the successful investor
to be more disciplined in taking profits when ahthey are available. | foresee a market
like the one investors experienced in the 197@amfully flat and boring (“structurally
fair”), in which investors will have to pick theivay through the minefield in a timely
fashion in order to be successful.

Finding good stocks and bonds is hard work. Whsclhy | have decided to form a team
here at Oppenheimer with an experienced advisoedavito lulo. Vito and | have
merged our businesses effective August 1 and vaitkweollaboratively thereafter. Vito
has been in the investment business for 55 yearbasn a tremendous amount of
experience, utilizing a wide range of investmeritigies including stocks, bonds,
options, and mutual funds.

Vito and | meet every morning to discuss “what’shgoon out there” and to try to find
the best investment ideas we can find for our tdieWe are realistic enough in our
thinking to recognize that investor confidenceha investment concepts that were once
above reproach and which we “grew up with” has seaken. As a result, we try to be
“constructively paranoid” — concerned, in a condtite manner, that something may be
going on “out there” that we do not understandsTiihow we try to reduce the
possibilities of our being caught by surprise.



It's a tough world and likely to remain that wayistdéry may not be a good guide to
investment success, as the old rules may no laqay. Steady income-producing bond
and stock investments in companies with strongnz@lgheets and high dividend yields
may very well be the best way to go. Vito and Ilwé doing everything we can to pick
our way through the minefield and find good investinideas. We believe strongly that
collaboration is the right way to go in the currentzironment. We'll be talking to you
soon. All the best for the rest of your summer.
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