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MARKET

Historical Bull Markets: Duration and Magnitude* Bear Market Cycles vs. Subsequent Bull Runs
7 Bear Yrs. to
000% e MATKE LMATKEE.  ntarkt Leng™h of Buil Run ';‘;:3:: Reach Old
o 87-'00 ¢ Return Pealk
= 5/29/46  5/19/47  -28.6% 12 257.6% 122 3.1 ys.
=
Lﬁ' 7M5I57 10122157 -20.7% 864% 50  09yrs.
12112/61 6/26/62  -28.0% 6 79.8% 44 1.2 yrs.
g 250% - @ '47-'57
c & '82-'87 2/9/66  10/7/66  -22.2% 8 48.0% 26 0.6 yrs.
2
4 200% -
= Average 11/29/68 5/26/70  -36.1% 18 74.2% 31 1.8 yrs.
% L 4
§ 150% - 1/5/73  10/3/74  -484% 21 125.6% 74 5.8 yrs.
=) Current
sa]
Ron @ '74-80 :
P 11/28/80 8M2/82 -27.1% 20 228.8% 60 0.2 yrs.
100% A s & 02-'07
& '57-'61 8/25/87  12/4/87  -33.5% 3 582.1% 148  1.6yrs.
70-'73 '62-'66
50% - PY
66-'68 3/24/00  10/9/02  -49.1% 31 1015% 60 4.6 yrs,
0% . - - 10/9/07  3/9/09  -56.8% 17 112.9% 43"
0 50 100 150
Bull Market Length (months) Average: -35.0% 14 mo's 176.0% 68 mo's 2.2yrs.

Source: Standard & Poor's, FactSet, J.P. Morgan Asset Management.

Chart is for illustrative purpases only. Past performance does not guarantee future results. A bear market is defined as a peak-to-trough decline in
the S&P 500 Index (price only) of 20% or more. The bull run data reflect the market expansion from the bear market low to the subsequent market % %
peak. All returns are S&P 500 Index returns and do not include dividends. *Current bull run from 3/9/09 through 9/28/12. lta]Gal]lS

Bl it pata are as of 9/30/12. INCORPORATED




Morningstar — Good Equity Portfolio *

Northwest Quadrant
Risk Analysis
Risk/Reward Scatterplot

@ Portfolio O Individual Holding M B-mark 3-Year Mean
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\Risk Analysis

Risk/Reward Scatterplot

@ Portfolio O Individual Holding M B-mark 3-Year Mean
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I mg;}iﬁg Asset Class Returns

10-yrs.'03 -"12

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2Q'13 YTD'13 Cum. Ann.

' i rems B i reiTs vs [EIESSID REITs i -

31.6% ol 3s.1% | , 4 .99 3% | 19.7%
A = ! :

Market : Market
Neutral 45 Neutral Neutral
4.5%

Barclays ; Market
Agg % . 7 Alloc. Neutral
T.0% 6% : 5 11.3%

xrmen .

Market Market
Neutial Newtral

MNeutral Neutrai
7.1% 6.5%

61.5% 4.9%

Neutral
° -0.8% |

Source: Russell, MSCI, Dow Jones, Standard & Poor's, Credit Suisse, Barelays Capital, NAREIT, FactSet, J.P. Morgan Asset Management.
The “Asset Allocation” portfolio assumes the following weights: 25% in the S&P 500, 10% in the Russell 2000, 15% in the MSCI EAFE, 5% in the MSCI
EMI, 25% in the Barclays Capital Aggregate, 5% in the Barclays 1-3m Treasury, 5% in the CS/Tremont Equity Market Neutral Index, 5% in the DJ UBS
Commaodity Index and 5% in the NAREIT Equity REIT Index. Balanced portfolio assumes annual rebalancing. All data represents total return for stated
period. Past performance is not indicative of future returns. Data are as of 8/30/13, except for the CS/Tremont Equity Market Neutral Index, which
reflects data through 5/31/13. "10-yre" returns represent period of 1/1/03 — 12/31/12 showing both cumulative (Cum.) and annualized (Ann.) over the

period. Please see disclosure page at end for index definitions, *Market Neutral returns include estimates found in disclosures. e
Data are as of 6/30/13. el

11.00 x 5.50 in |

Asset Class
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MARKET . e : -
INSIGHTS Diversification and the Average Investor

Maximizing the Power of Diversification (1994 — 2012) T

traditional portfolio are as follows:
Traditional Portfolio More Diversified Portfolio U.S. Stocks: 55% S&P 500, U.S.

Bonds: 30% Barclays Capital
= Equity Mkt. Neutral Aggregate,; 1ntemat?r:nal gtocks:
15% MSCI EAFE. Portfolio with 25%
in alternatives is as follows: U.S,
Stocks: 22.2% S&P 500, 8.8%
B REIT Russell 2000; International Stocks:
4.4% MSCI EM, 13.2% MSCI EAFE;
=S&P 500 U.S. Bonds: 26.5% Barclays Capital
Aggregate; Alternatives: 8.3%
5 Russell 2000 CS/Tremont Equity Market Neutral:
8.3%, DJ/UBS Commodities: 8.3%
u MNAREIT Eguity REIT Index. Return
MSC! ERFE and standard davlaélon calculated
" using Morningstar Direct.
MSCI EM Charts are shown for illustrative
purposes only. Past performance is
y ® Barclays Agg. not indicative of future returns.

. 0, P . 0, Diversification does not guarantes
Return: 7.43% Return: 7.72% investment returns and does not

Standard Deviation: 10.80% Standard Deviation: 9.87% elimllfnaéta risk of loss. Data are as of
B6/30/13.
20-year Annualized Returns by Asset Class (1993 — 2012) ;E,f;:,‘;g’gg#;?;:;eg‘;fg;?w —
12% - 11.2% Index, EAFE: MSCI EAFE, Oil: WTI
Index, Bonds: Barclays Capital U.S.
Aggregate Index, Homes: medlan
sale price of existing single-family
homes, Gold: USDitroy oz, Inflation:
CPI. Average asset allocation
investor return is based on an
analysis by Dalbar Inc., which utilizes
the net of aggregate mutual fund
sales, redemptions and exchanges
each month as a measure of investor
behavior. Returns are annualized
{and total returmn where applicable)
and represent the 20-year period
ending 12/31/12 to match Dalbar's
mast recent analysis.

5 Commodities

= S&P 500
= MSCI EAFE

= Barclays Agg.

i

10%

8%

6%

4%

2% -

Asset Class

0% - ; .
REITs Gold S&P 500 Qil EAFE Bonds Homes Inflation Average
Investor

SRR < | TR, B
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MFS Utility Mutual Fund vs S&P 500
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Standard Index
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Growth of $20 million portfolio

$87,000,000

Village of Utopia Police Pension Portfolio Versus Blended Benchmark
$81,000,000 Past Fifteen Calendar Years, 1996 to 2010
Additional Revenue $33,019,789

$75,000,000

$69,000,000

$63,000,000

$57,000,000

$51,000,000

$45,000,000

$39,000,000

$33,000,000

20,0800 Growth of $20,000,000 to $87,240,638 in 15 years

$21,000,000

$15,000,000
1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

14



Pool Playing SKkills

Amount of Skill

1 2 3 4 S 6 7 8
Beer Beers Beers Beers Beers Beers Beers Beers

Amount of beer consumed
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15



Chances of Winning

Argument {%)

50

Chances of a Man Winning an
Argument

dx
=
1

didi
=
|

+='
£
-
|

-
=
L

= Engagement=h

+——— Marriage Period ———

Time (Years)

16



Vertical Bar Chart of Spousal Issues

Probability that you have done
something wrongy

100% —
90% —
80% —
70% —
60% —
90% —
40% —
30% —
20% —
10% —

0% —

[Y-Axis]

Shewon'ttalk  She seems She says

to you sad there's nothing
wrong | R

GraphJam.com 17



U.S. House Prices vs. Owner-Equivalent Rent
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el S Tihe Aftermath of the Housing Bubble
Home Prices Monthly Rent vs. Monthly Mortgage Payment
Indexed to 100, seasonally adjusted Vacant properties
160+ $1,100 1
=== Case Shiller 20-city $950 A Monthly
== FHFA Purchase Only NLortgage 3Q12*:
150+ =~ Average Existing Home $800 1 Ayment
$650 1
140+ $500
$350 - Menthly Rent 3Q12*%: $477
130+ $200

'88 '90 '92 '94 '96 '98 '00 '02 '04 '06 '08 10 "2

Home Inventories

Millions, annual rate, seasonally adjusted
4.5,

120+

4.0
3.5
3.0
25

Aug. 2012: 2.4
2.0

1 Ll U L 1 =

03 '04 '05 '06 '07 '08 '09 0 M1 12 ‘94 ' ‘@8 00 02 '04 '06 '08 M0 '12

Sources: (Left) National Association of Realtors, Standard & Poor's, FHFA, FactSet, J.P. Morgan Asset Management. (Top right) Census Bureau, J.P. Morgan Asset Management.
Monthly mortgage payment assumes a 20% down payment at prevailing 30-year fixed-rate mortgage rates; analysis based on median asking rent and median mortgage payment
based on asking price. (Bottom right) Census Bureau, National Association of Realtors, J.P. Morgan Asset Management. *3Q12 rent and mortgage
payment values are J.P. Morgan Asset Management estimates.

24 Data are as of 9/30/12. ‘ ﬁ%ﬁgﬂgﬁ |
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Market Timing Thought Process Gone Bad!

Good 1hlng‘1' didn't wait!

The trend iszhulding =I'll

buy at the next ) S )
consolidation Il use this correction 1
,_..-"'”" increase my position... Drat! Il buy ?n again. It's
3 6 cheaper than last time
Damn! | missed the ___—Brilliant! At this price, let's e
consolidation, but if | wait double itl
any longer, I won't profit from This is it!ﬁinew thi
the trend. LET'S BUY! 7 was going to hapgkn
1 Cuch. As soon as |t all along! 17
Ah, the price is going up. goes back up. I'm More crazies who are
let's watch the market selling out! going to gel taken lo
| don't believe it! It's down the cleaners!
to 8 1/4! It's hit its absolute
battom! WWh ttr:,IEh 777
= anel:srs
OK, let's wait for it to recover -
othernwise this will have to be a
really loooooong-lerm investment. 13
It's going to 15
What are the gg: doingabout tank again You what?7?7?
this 21 211717177 ariyway.
Encugh! I'm gglllng out! And
staying out.
12 Told }gu 50.
Gond thing | sold

everything!
CapitalGains 20
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MARKET
HeE e Employment
Civilian Unemployment Rate Employment — Total Private Payroll
Seasonally adjusted Total job gain/loss (thousands)
12% —l B00 -
11% 400 -
Lk 8.8mm
jobs lost
9% -
8% -
May 2013: 7.6%
7% -
[0 Ry | ind e T mmadatn A il et ;) B
5% 50-yr. avg.: 6.1%
4% -
3% T T T T T '11000 T T T T T T T T T T
‘70 ‘80 '90 '00 10 03 ‘04 05 '08  '07 08 09 0 1 12
Source: BLS, FactSet, J.P. Morgan Asset Management. Source: BLS, FactSet, J.P. Morgan Asset Management.
Data are as of 6/30/13.
V]
SRl < | T ——— |_|
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Consumer Price Index for Urban Consumers

Headline and Core (ex Food & Energy) Since 2000

Mot seasonally adjusted

dshort.com

July 2013

6.0% — - I I I I
‘ CPI Data Through Recessions
\ June 2013 I\ =—CPl less Food and Energy
50% — 1
—— Consumer Price Index (CP1)

'\

2.5%

ks Wl

2.0% [\/\
¥ . j 1.75%
1.64%
1.0% Wr
0.0% \A
-1.0% ]
....the Committee decided to keep the target range for the federal funds |
rate at 0 to 1/4 percent and currently anticipates that this exceptionally
20% 1 jow range for the federal funds rate will be appropriate at least as long
as the unemployment rate remains above 6-1/2 percent, inflation
between one and two years ahead is projected to be no more than a
-3.0% [ half percentage point above the Committee’s 2 percent longer-run goal,
and longer-term inflation expectations continue to be well anchored.
[FOMC, December 12, 2012]
-8.0% I I I I I I I
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014
23
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Yield History of the 10 Year Treasury Note
Where will rates go from here?

0N Edit -~ 99 Table Yield Chart
HlCampare GOEEN | | Mo Lower Chart [ JUSD | o

1¥ 5Y Max | Quarterly = o o Securthy/Study W Ewvent ix

T High on 09/30/81 15.8420
~Average 6.5737

Llow on 09/28/12 1.6335 > 14.0000

=12.0000
# 10,0000
=8.0000

= 65,0000
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F F

ax 99 Save As 98 Actions - 7 Edit - 0% Table Yield Chart
0870972013 fLast Trade |aflLine  |a HiCampare AR | | Mo Lower Chart HWE

1Y 5% HMax  Weekly w % & Securitty/Study W Event

“MLast Price 2.5784 |
- THigh on 07/05/91 8.3340 -8.0000
-+ Average 4.8888 |
“Llow on 06/01/12 1.4520 .7 0000

= G,0000
= 50000
=, 0000

~3,0000
L 2.5784]

= 20000

T 10000
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40% - DURATION - PARALLEL SIMULATION

Impact of Interest Rates on Total Return
Comparison of Duration 2.2, 4.69, 9.27

30%

—e—Duration 2.20

20%

—#-Duration 4.60
-\'\-\-\ Duration 9.27

O% T T T T T T
-300 -250 -200 -150 -100 -50 0
-10%
-20% Interest Rate Changes in Basis Points

-30% -
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Duration - Parallel Simulation

Duration 9.27 Coupon Yield 6.05%
Impact of Interest Rate Changes On Total Return

40.0% |

35.0% -

30.0% |

25.0% |

BN

20.0% -

15.0% -

10.0% 1|

5.0% -

0.0%

5.0%-
10.0%
15.0% |

NN

-20.0%
-300 | -250 | -200 | -150 | -100 | -50 0 50 100 | 150 | 200 | 250 | 300

O Total Return | 36.0% | 32.0% | 27.0% | 21.0% |16.0% [12.0% | 6.0% | 2.0% |-2.0% |-6.0% |-10.0% (-14.0% |-18.0%
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This is why you want to buy corporate bonds!
2012 Bond Yield Curve

As of April 11, 2012
Corporate bonds yields are 2, 3,4 ..... 10 times higher
than US Treasury securities!!!

3 month 0.07% 0.15% 0.40% 0.75%
1 Year 0.15% 0.22% 0.65% 1.10%
2 Year 0.30% 0.38% 1.05% 2.00%
5 Year 0.90% 1.00% 2.15% 3.20%
10 Year 2.03% 2.45% 3.64% 4.35%
30 Year 3.18% 3.32% 4.70% 5.75%

29



Corporate Bond Spreads
US Treasury, A, as of 4/1/2012

i | @F82 US Treasury Bo 02/07/2012 09:45:25

i | @F1 USD US Industr 02,/07/201209:45:25

i [ CVF8B3 USD Composite 02/07/2012 09:45:25
;| @F10 USD US Industr 02,/07/2012 09:45:25
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MARKET
INSIGHTS

10-yrs. "03 - "12
2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 YTD 2Q13 Cum. Ann.

High Yield ; TIPS MD | High Yield | High Yield
11.8% A 13.6% 1.4% -1.4%

High Yicld [y, EMD Treas. ' M i | High Yield

High Yield § High Yield

11.1% - 10.0% 9.0% 3% - 2% .. ! T% 15.8% 174.3% 10.6%

\sge Barclays | Barclays
Alloc, . Agg Agg
15.8% | -2.4% -2.3%

Fixed Income

& % ;

AL Muni
A7% 7% 20 -2.5%
Muni ] e FARCe
4.5%

Barclays
Agg
4.3%

o 3 i 3
Treas. ‘Cor : High Yield | High Yield g High Yield Treas.
3.5% = J Y e 5.0% 2.0%

Source: Barclays Capital, FactSet, J.P. Morgan Asset Management.

Past performance is not indicative of future returns. Fixed income sectors shown above are provided by Barclays Capital and are represented by: Barclays Capital U.S, Aggregate
Index; MBS: Fixed Rate MBS Index; Corporate: U.S. Corporates; Municipals: Muni Bond Index; Emerging Debt: Emerging Markets USD Indesx; High Yield: Corporate High Yield
Index; Treasuries: Barclays Capital U.S. Treasury; TIPS Barclays Capital TIPS. The "Asset Allocation” portfolic assumes the following weights:

10% in MBS, 20% in Corporate, 15% in Municipals, 10% in Emerging Debt, 10% in High Yield, 25% in Treasuries, 10% in TIPS.

Asset allocation portfolio assumes annual rebalancing.

Data are as of 6/30/13. &
1.o0x&50in [




Signs you're shopping at a bad Wal-Mart

. GraphJam.com

B B (BB

There's a guy hving
in your shopping cart

aisle 3 is a meth lab

hard to navigate
around all the crime
scene tape

YOU KNow you saw
the store greeter on
"Amenca’s Most
Wanted” last night

The store is on fire

33



Vertical Bar Chart

Likelihood of a computer issue being
solved by...

100% —@

80% —
>  60%
5
[}
=
2
o 40%

20% —

0 —
Reconfiguring something Turning it off and on

reimaging, anti-virus again
software, uninstalling
programs, other jargon

Problem-solving technigue

GraphJam.com



Chance of doing stuff wrong

Epic _
Fail

So |
much

Alot +

Some —

Mot
much —
Wrog

Nothing |
wrang

GraphJam.com
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#| BOREDPANDA.COM - the only magazine for pandas.

By yourself

Everyone Watching




Total Portfolio Structure Pie Chart

Money Market CD's TIPS
4% 2%

e

Call US Agency
2%

GNMAs
8%

T-Notes__ Muni's

6% 18%
Equities Corporate Notes
44% 12%
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Thoughts When A Gar Alarm Goes 0ff

. Thats annoying,
qo deactivate It

Someaone's caris
being stolen!

.11 | Graphlam.com

R CovitaiCains
INCORPORATED 3 7




Pie Chart

Things | Learned From Watching CSI

GraphJam.com

- CapitalGains
INCORPORATED

How to take a
fingerprint sample.

How to tell which
direction the blood

splattered from.

How to think out of
the box when faced
with problems.

All female CSls can
double as
supermodels.

You can kill
someone with

anything.

38



Equity Portfolio Style Weighting Charts

Equity Investment Style %
Style

Portfolio B-mark

Cash 8.29 0.00 Value Core Growth

o US Stock 38.65 9991 (a1 Size
o Non US Stock 29 09 | 2219170
o Bond 955 000 [ o [1)| g | Medim
o Other 10.58 0.00
NotClassied oo 000 000 g |51 |>5ml
fotal 10000 10000 ot Classified 0.00 %
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Pie Chart

People who find you on
Facebook

High School people
you hated

m College people you
hated

Work colleagues
you hate

Actual friends

Graphlam
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Pie Chart

Why do men attend weddings?

Graphlam.com
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Wife Made Them
They are the groom
Best man for groom

Hook up with
random chck

Open Bar al
Reception
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Utopia Police Pension Fund Investment Returns
Blended Benchmark = BIGBI + S&P 500 Index (Same
Percentages of Equity & Bonds as Utopia Palice)
B Blended Benchmark m Utopia Police
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Vertical Bar Chart

7 Days —

6 Days 1

5 Days —+
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Vertical Bar Chart

When Falling Asleep Feels the Easiest

In Class

At Work

Circumstance

In bed actually
trying to sleep

Graphlam
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Horizontal Bar Chart

Histogram

Things that Reportedly Taste Like Chicken

Crocodile

Rat

Escargot |

Snake |

Emu

Crickets

KFC
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Chickeny..ness
GraphJam
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Sector Weightings

% of Stocks [ Portfolio  _IB-mark
Defen 2364 2645 — NI EE |
Cons Defensive 6.94 1145 -.__
Healthcare 658 1150 DN |
Utilities 112 350 D pmmes
Sens 1089 4599 WINPT
Comm Sves 8.65 413 ﬂ--
Fnergy 1638 1191 () NN
Industrials 094 1192 EINIEN |
Technology 492 1813 1 |
Cyel 1647 2756 (1 N N e e
Basic Matls a3 340 B AN
Cons Cyclical po0 940 [N |
Financial Svcs 824 1261 NI |
Real Estate 1080 1.0 [y NN
Not Classified 0.00 0.00 ‘
% {|] é 1|{] 1|5 EID 2|5 3|{] 3|5 4|D 4|5 EID
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As of Jun 10, 2013 the Us Department of Energy estimates
that the US currently has 1,161 trillion cubic feet of Natural
Gas and 345 billion barrels of recoverable shale oil!

U.S. oil and wet natural gas proved reserves (1979-2011) L‘iflﬁ"
billion barrels

70

b0

a0

40

20

U.S. oil proved reserves
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LL.5. net exports of liguified petroleum gas (2005-40) E*i-"'-}
million barrels per day

Heference case
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INSIGHTS Global Energy Supply
Middle East Energy Production & Chokepoints U.S. Natural Gas Production '
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Brain Teaser Bar Chart

 Which candy bar contains the most chocolate?
— Almond Joy
— Nestle’ Crunch
— Krackel
— Butterfinger
— Hershey’s Bar
— Kit Kat
— Baby Ruth
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Amocunt Of Chocolate

The Chocolate King
is Hershey’s!

Candy Bar Chart

\gurertingel
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Statistics don’t lie,
statisticians do!

EMarty Bucella www._martvbucella.com

| 5;51 | L
LY

“"It's been brought to my attenticon that we
have no scruples. Buy some people that do."

Learn how to decipher charts and graphs!
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| appreciate the opportunity
to make a presentation today!

SMarty Bucella waw.martybucella.com

A special
“thanks” to
Bill Rizer
Winfield Police
Pension Fund
for providing
many of the
humorous slides
in this
presentation.

"Don't worry, I'll fix it in Photoshop.”

Gary Karshna

Capital Gains Incorporated
8060 W. Oakton Street, Suite 102, Niles, IL 60714
(847) 318-9975
gkarshna@capitalgainsinc.com
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