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Message from our Chief Investment Officer

By Christopher Yoo
Chief Executive & Investment Officer

Further Government Actions & Recent Stock
Market Rally

We experienced this rollercoaster ride (or more like the down slope of a ski run) of

Q1 of 09 (already?) and are hoping for the better market for the next quarter...right? Well, we have to

consider too many issues of this global recession to hope for the better future. The new, Obama

administration stepped in early this year and once again stirred up a lots of controversies surrounding its
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combination of government action and aggressive Federal Reserve policy was necessary to prevent a

complete financial collapse. Also, as we are in the midst of this deep recession, reflationary policies

from both fronts seem to be appropriate.

There is no doubt that the degree to which the government has intervened in some situations has
caused some consternation as concerns rise that the "rules" of the game can change on a whim from
government officials. Certainly, there was a positive response to the Obama administration's plan to
deal with toxic assets on banks' balance sheets, but uncertainty returned on the news that the
government had forced out Rick Wagoner, the former CEO of GM. And, given the latest news on
unemployment and the large drop in Americans' net worth, there is little doubt that the pressure from
the public on politicians to "do something more" will grow.

Perhaps this is the reason why the Obama administration continues to throw everything at the financial
crisis. The effectiveness of the latest program announcedt PPIPT may prove to be among the most
important factors concerning how the recovery proceeds. Geithner announced the long-awaited plan
to address the toxic assets on bank balance sheets when he outlined the details of the PPIP program.
These "toxic" assets remain a major problem for banks and the credit markets because they restrict the
ability of banks to lendt a critical component of the U.S. economy. These are assets whose values are
extremely difficult to ascertain, while being largely illiquid, which requires banks to hold more capital on
their balance sheets than otherwise might be required. If the market were to trade these assets, it
would likely value them in many cases at just pennies on the dollart causing banks that sold these
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assets to raise even more capital. Banks believe that many of these assets are being unjustly punished
and value them based on other principles at much higher levels. PPIP seeks to resolve this by facilitating
the cleansing of financial firms' balance sheets. Essentially, the plan aims to have the government
partner with select private firms to help them purchase these assets. The government will provide half
of the equity and the Federal Deposit Insurance Corporation (FDIC) will guarantee the financing of the
purchase negotiated by the private firms. It is hoped this will incentivize private firms to pay more than
they otherwise might have and allow banks to sell these assets without having to raise substantial new
capital.

. S a X wall 8wt cheered the plan by rallying substantially on the day it was announced, however
the success of PPIP is uncertain. Whether banks will want to sell at the prices being offered (and
whether private capital wikkvenwant to partner with the government, given its hedwynded nature)s
yet to be seen.

As you may already know, this follows previously announced plans, such as:

1. Troubled Asset Relief Program (TARP): The $700 billion government program to purchase assets
and equity from financial institutions in order to strengthen the U.S. financial sector. The TARP
program is the source of some of the money for PPIP, which may necessitate the Treasury asking
for more TARP funding from Congress.

2. Term Asset Lending Facility (TALF): Recently launched facility that aims to unfreeze the vital
securitization market.

While the equity markets have been comforted by the willingness of the government to do whatever it
takes to stabilize the credit markets, some credit spreads have started to widen again, casting doubts on
the ultimate success of these initiatives. | believe that these initiatives, along with otherst including
the Fed's purchases of mortgage backed securities (MBS) and Treasuriest will help, but | question
whether we'll see a lasting recovery. Keys to long-lasting recovery are the degree to which private
money will enter these markets and the return of confidence so vital to the functioning of the credit
markets, which the market desperately needs.

As a side note, | am somewhat concerned that the government may go too far, causing more problems
in the future after this crisis has passed (indeed, current crisis is dire enough so most of us may have to
focus on the present, however future is what we live for, and we want our futures to be flexible,
brighter, etc., like we always expected it to be) However, it is too early to tell where the current
interventionist tone will lead, so we will continue to watch developments in the credit and housing
markets, as well as in Washington.

As | looked back on the past three months analyzing our current state of gloomy economic environment,
it is surprising to find that there were glimmers of light in some economic data. Although the economy
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is still in decline, the pace of decline is slowing. Better-than-expected reports on the economy include
retail sales, manufacturing and durable goods orders. Even the housing market has shown signs of life
recently, with February's existing home sales up 5.1%, new home sales up 4.7%, and pending home sales
(an indicator of March existing home sales) up 2.1%. However, keep in mind that these sales were
triggered by steeply falling prices, with average prices falling 15.5% for existing home sales from a year
ago, and 18% for new homes.

Consumers are saving more to reduce debt, rebuild their retirement accounts, and increase their
emergency savings while facing a deteriorating job market. After years of decline, the personal savings
rate has surged to 4.2% as of February, and has been positive since December 2008. The 60-year
average for the savings rate is 7%, suggesting the retrenchment is not close to reaching its peak, and the
trade-off for higher savings is a reduction in consumer spending. The process of private-sector
deleveraging has only just begun. The gross debt-to-income ratio dipped 2.3% in the fourth quarter,
leaving it at an elevated 133%, versus the 90% average of the 1990s.

Since I am on the topic of consumer savings, | would like to ask this question: are you waiting to dip your

toes back into stocks until the economy has completely made the turn? If you answered yes this could

be detrimental to your longer-term financial goals. Stocksareda 2 f 263> |-YRNJ R 6k a BB F NE
saw in mid March to early April was a sign that investors are aware of the opportunities to take positions

in the stocks ¢ for the long haul. If there is any chance you are thinking of timing the market to figure

out when to get in, right now maybe is a good time to get it (I never advise my clients to time the market

but when stock are so cheap, why not?) We all know stocks are good to invest when they are still very

low. Forthe Q1 of 2009, S&P 500 Index was -11.01% however for just the month of March, it went up

8.76%. It made up 80% of the losses it incurred during January and February. Even in this deep
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first two months of the year, and bargain hunters came into grab all those beaten-down stocks. | still

consider stock market to be very cheap, and you should consider beefing up your retirement accounts

by dollar cost averaging.

However, | am very careful to say that this rally may not be the long-it SNY NB O2 OSNE NI f & ¢!
waiting for. Short-term correction, bear market rally, bargain hunting, or whatever you may call it, we

still have to be aware of the negative economic indicators that surrounds us. So what is my

recommendation? Dollar Cost Averaging (DC&)he answer. Even if we see market dip again in Q2 or

continues the downward trend for the rest of the year, DCA method insures you that you can invest

fixed dollar amount at regular intervals (such as monthly) in a particular investment or portfolio,

regardless of its share price. In this way, more shares are purchased when prices are low and fewer

shares are bought when prices are high.

For the market outlook, | have reviewed Schwab sector views and agree with its analysis and perspective.
| have noticed that more economically sensitive stocks have been the main beneficiaries of the recent

Information contained in this newsletter is for education purposes only; it is not intended to be a recommendation to buy or sell any investment or
securities. Distribution or circulation of this material without prior approval of Summit Asset Strategies, LLC is strictly prohibited. Summit
Asset Strategies, LLC is a Registered Investment Advisor. All rights reserved.

Page 3 10/23/2009



SummiT ASSET STRATEGIES ‘
WEALTH MANAGEMENT \
N, o
QUARTERLY INSIGHTS

NEWSLETTER

stock market rally. | believe it's too early to make a more aggressive move, but are watching incoming
data closely in order to make further rebalancing as necessary.

The chart will show the current S&P 500 benchmark weight vs. DJ Wilshire 5000 benchmark weight. You
can also take a look at YTD return of each sector of S&P 500 index. | do agree with Schwab Research
that Health Care and IT will outperform for the next 12 to 24 months. Financials are still very risky but
will not go down further than where it is right now, and may not yield above benchmark returns. There

are, however, opportunities in Financials possibly Q2 and Q3 of this year.

Sectors Schwab S&P 500 Dow Jones Date Sector | Year-to-Date
Sector Benchmark Wilshire View Last Return as of
Views Weight 5000 Changed 04/02/09
Benchmark
Weight
Consumer Marketperform 8% 10% 02/15/2008 -1.31
discretionary
Consumer Underperform 13% 12% 01/23/2009 -7.29
staples
Energy Marketperform 14% 12% 09/26/2008 -6.72
Financials Marketperform 10% 13% 06/24/2005 -24.78
Health care Outperform 16% 15% 11/19/2004 -8.05
Industrials Marketperform 10% 10% 07/28/2006 -15.46
Information Outperform 18% 17% 12/19/2008 10.05
technology
Materials Marketperform 3% 4% 01/23/2009 3.76
Telecom Underperform 4% 3% 02/15/2008 -1.10
Utilities Marketperform 4% 4% 01/18/2008 -9.51
S&P 500 -6.92

Source: Market Perspective, Apfl 009 edition, The Schwab Center for Financial Research, Division of
Charles Schwab & Co., Inc. All rights reserved.

For fixed income investing, | do recommend Municipal bonds for higher-income investors. Despite talk
about budget problems, | believe that they are among the safer bond investments, and continue to yield
more than comparable Treasuries (with additional tax advantages). Safer Municipal bonds will be GO
(government obligation) bonds, school district GO bonds, and water/sewer revenue bonds. If you are

d52y O8Ny

I 6 2 dzi

AYyFeriaazy

66 KAOK

LQY y2i

they are inflation protected. TIPS are priced to anticipate just less than 1% annual inflation during next
10 years. These are definitely the most conservative fixed income approach.
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If you are thinking of higher-yield fixed income solutions, consider value-oriented investment-grade
corporate bonds. Due to the credit crunch, yields relative to Treasury bonds remain near historical
highs, and they haven't recovered as much as other sectors, due primarily to the lack of government
buying and concerns about rising defaults. If credit markets improve, we think yields will fall (and prices
will rise)t but be sure to ask us about diversifying by issuer and industry sector. Maturities in the 5 to
10yearrangeisgoodgiveni KS OdzNNBy G f2¢ AydiSNBad NridisSax
Another idea is to consider alternative fixed income vehicles (such as Summit Asset Strategies SSOP 1)
which are relatively safe with high fixed monthly yields. Please inquire and receive valid advice before
considering alternative investments.

Closing

| do expect to see market corrections when the latest economic data is released along with Q1
corporate earnings. Volatile stock market condition will continue throughout Q2, but mostly going
sideways, rather than downward. There is definitely a resistance level forming in the market to
help stocks stay afloat above current levels. The corrections will come but will not be as bad as the
one we saw in mid February and early March. My recommendation is to continue to focus on your
long term target goals. We do see the light at the end of the tunnel, and we will all get there
together.

| thank all of our investors for trusting us during this tough market condition. We will continue our
focus on staying invested for a long haul, and only sellout strategically if and when it makes sense.
If you have any questions please feel free to contact us at anytime.
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From Wealth Management Division

By Michael J. Greiner, MBA, CWM, CTEP
Director of Wealth Management & Planning

The Importance of Asset Location Improve your
After-Tax Investment Returns

While we are all well aware of the importance of diversification for our investments, and can certainly
attest to the significance of asset allocation in trying to seek favorable long-term total returns on our
money; what is being done to maximize my after-tax return by optimizing the location of where the
different investments are actually held? Let me drill down on this for a minute to help you better
understand the importance of asset locatian trying to get the highest possible after-tax return on each
Ay oSailiyYSylh o0& AYLNRGAY3I AGaQ GFE STFFTFAOASyOeo

Problem: There is a huge potential for significant erosion of investment returns for investors due to
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efficient implementation strategies between your taxable and tax-advantaged accounts.

Key findings: Most investors could receive additional benefits (less tax = more money) by holding tax-
efficient investments in taxable accounts, and the less tax-efficient investment in more tax-advantaged
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focus on each investment and investment type to determine the unique tax-bite each position carries to
find the most efficient placement of your asséts

Problem: This whole tax thing is confusing, and difficult to figure out. Asset Location is a tax thing.

Discussion: Congress set up our tax system to encourage personal saving and investment, and in doing
s0, decided to offer different tax status and different tax rates to different types of income in different
types of accounts. Long-term capital gains and qualifying dividends are taxed at 15% (above the lowest
tax bracket), while other investment income; like interest income, non-qualifying dividends, and short-
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Problem: Most investors have multiple accounts with multiple asset classes with multiple positions.
Key finding: By coordinating and integrating client accounts, and reviewing the composite holdings for
each client, we are better able to develop a strategy of where, what, and how to hold different assets
for our clients.

azald Ay@SaldySyd FROA&a2NBE R2y QG O2yaARSNI IaasSa €20
potential effect that asset location has on the after-tax return for their clients. It has been determined

that some asset classes (bonds, real estate, commodities) may offer a 100 basis point outperformance

GKSY LINPLISNIe Wl aaSd [20FiSRQ® CKFGiQa wm> LISNI &SI
and taking the care necessary to do right for each client.

Tax Efficiency of Asset Classes

10 Year Tax Efficiency by Broad Asset Class’
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Taxable Bond Balanced Money Market U.S. Stock  Intl Stock
96% 61% 68% 72% 81%

* Based on the 10-year pre-tax and 10-year afier-iax returns between 1558 and 2007 reported by Momingstar. The figures above represent the average for each of the U.5. Broad Asset Classes.

Information contained in this newsletter is for education purposes only; it is not intended to be a recommendation to buy or sell any investment or
securities. Distribution or circulation of this material without prior approval of Summit Asset Strategies, LLC is strictly prohibited. Summit
Asset Strategies, LLC is a Registered Investment Advisor. All rights reserved.

Page 7 10/23/2009



SumMIT ASSET STRATEGIES
WEALTH MANAGEMENT \
\)»‘

QUARTERLY INSIGHTS
NEWSLETTER

The Tax-Efficient Frontier

Two Fund 10-Year Efficient Frontier *

U.S. Stock Index Fund and Taxable Bond Index Fund
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Call Summit Asset Strategies Wealth Management today to assess your Portfolio Tax
Efficiency.
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By Joel D. Cambern
Business Development Officer
Relationship Manager
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As the economy ebbs and flows the questions that people ask us tend to change as well.
Recently ités been an interesting mix of inve

Our clients and friends know us well enough to just ask away without regard to embarrassment

because they know that we may give them a silly answer to begin with, and then get to the root

of the concern so that we can satisfy the cur
a n s we rfindw esdurcé with an explanation that we can all learn from.

Those folks who we have yet to build relationships with will often pose their questions as a third
person inquiry: ifa friend of mine wansauted t o
that their friends usually have pretty good questions.

I n the theme of Athere is no such thing as a
asked questions and responses:

AWho makes the decisions for our portfolio at Summit Asset Strategies?0

The team at Summit Asset Strategies is comprised of many talented individuals with diversified
expertise and extensive experience in each of their disciplines. Decisions are made by a
collective group of experts incorporating the results of research and detailed analysis. All
decisions at Summit Asset Strategies are based on what is best for the clients involved.

This is different from the process incorporated by most broker / dealers and many wealth
management companies where decisions are made by one individual who has adopted a single
strategy or system. These individuals are often more focused on selling products that earn them
high commissions and bonuses from their parent company rather than implementing what we
believe to be in the best interest of the client.
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AWhen is the right time to get back into the market?0

Since 5 people surveyed would most | ikely ha
|l et s assume that the personprim@ikincaghanddase ques
equivalent investments when they pop this question.

Depending on this personf6és investment strate
averaging to accumulate the right equities when those companies have been dramatically

undervalued. Of course, the current market presents many of these opportunities. The obvious

challenge is to understand which investments and combination of investments have the
characteristics necessary to lachieve the ind

AfWhere are the deal s?0

This all depends on your definition of i
sale right now. I f there i s a company t
it any cheaper. While this is true in most cases, there are also a lot of companies that have been

very attractive in the past which are approaching the end of their lifecycle. Buying a name brand
companyods stock dirt cheap may not be the su

o Qo
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That being said, there really are some very solid companies with tremendous opportunity that are
undervalued which present good long term investment opportunities. Again, the key is in
understanding the fundamentals and not becoming emotionally attached to a brand or becoming
over weighted in a sector.

AShould | be all/l in cash, or al/l in gold or
Vintage wine, classic art, baseball cards ¢é
hurricane? Cash certainly looks good in the rearview mirrorright now however itos
move forward when youdre | ooking backwards.

Many people have experienced a change in their personal risk tolerance over the past several
guarters as theyodéve actually experifenyeddovede
not done a recent risk analysis, now is a good time to reassess your tolerance levels.

Cash is an important part of every financial structure and it will remain that way. The question is
how much? Cash does not outpace inflation, and having too much in cash limits growth

Information contained in this newsletter is for education purposes only; it is not intended to be a recommendation to buy or sell any investment or
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opportunities. Again, the answer is personal and there is no blanket answer. If you are
commi tted to a plan and it stild]l makes sense
take another look at your longrange goal s . Dondt hesitateag to do

you need to be comfortable and confident in your financial plan.
So the answer to the cash question is simply
AMy brother in | aw told me about a great inve

Any question that starts out with this statement is bound to be motivated by emotion and visions

of the next Microsoft, or Google. Everyone seems to have a relationship with someone who has

access to a fAsure thingo itynCeramlythee ardafewor a fica
sleeping giants out there right now which will turn their early investors into lucky shareholders

down the road.

Someone will eventually hitthemega-l ot t ery and someone will win t
gambling exists because people lose more than they win and when people get emotional, they

often |l ose their sense of | ogicé followed qui
Webve alll heard countl ess stories of good peo
money i notpop ofirgtruenaitt i eso only to | ose their capi

it. Look at what happened to the folks who trusted the advice of friends and unscrupulous
advisors and blindly invested in Bernie Madoff 6 s Wi | d Ri de.

AThe Guy or Gal on TV saidé 0

Many of the so call ed A e xspow batkes abthehravalirg t he cr ed
carnival. When the advice is hyped up for entertainment purposes and the message is delivered
with bells, horns, i nsulnrelorbeteryettuinefathie T\. act i c s é

When you want to be humored you have many great choices of comedy, fiction and
entertainment. When you want credible advice and guidance you turn to the professionals with
proven track records, experience and a genuine interest in your personal well being.

AWhat 6s the best investment, right now?o

When it comes to strait investment advice the
opportunity to ask a series of personal qualifying questions. The answer is simply that there is
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no blanket answer for any of these questions and anyone who tellsyout hat it és t hat si
someone who is qualified to provide advice.

Every individual has unigue investment needs, levels of risk tolerance, and personal goals. What
is right for one person may not be right for another.

So the best advice takes us back to the basics:

e Doné6t try to go it alone unless youodre qua
experienced professionals to help keep you on track.

o Ifitlooks too good to be true 1 it probably is

o Diversify properly for your risk tolerance and goals, not only in asset classes but also
within sectors

e Dondét try to take short cuts. You want to

e Al ways ask questions. |l té6s your money and
being managed.
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Retirement Advisory Program News

Summit Asset Strategies Retirement Advisory Program (RAP) is quickly establishing a foothold
as a 401(k) advisory service of choice among midsized companies with retirement plans
throughout the region.

By providing customized investment solutions for 401(k) and other self guided retirement plans,
Summit Asset Strategies is able to minimize costs and maximize performance opportunities for
plan sponsors and participants. All while reducing the overall fiduciary risk to the plan sponsor.

Summit Asset Strategies offers several levels of service within the program ranging from an
extensive analysis and consultative review, to the most popular hands-on continuous partnership
including ongoing education for the employees as well as portfolio management.

The initial analysis includes a complete review of the investments available through the
sponsoro6s pl an. Funds that wunderperform have
management are quickly weeded out.

Once the foundation is cleaned up Summit Asset Strategies identifies the optimal funds for
specific investment objectives and creates custom portfolios for risk category.

Summit Asset Strategies then meets with the eligible employees to educate them on their choices
and to assess their individual risk tolerance levels as well as their retirement plan objectives in
order to ensure that each participantés retir

With a continued focus on maintaining the proper balance among each portfolio and providing
ongoing advice & communication, Summit Asset Strategies is able to add value to the retirement
savings experience while saving money and maximizing opportunities.

Through the Retirement Advisory Program Summit Asset Strategies is providing employers with
cost savings, reduced risk, and the opportunity to be proactive in providing exceptional resources
to their employees.

Nowt h agoddl sconomic news!

To learn more and to make this service available to your company or friends;

Summit Asset Strategies Wealth Management at (425) 646-7101
or email joel.cambern@summitassetstrategies.com
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