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The fourth quarter got off to a positive start with gains across all equity asset classes. Large-cap
domestic stocks, as represented by the S&P 500 Index, returned nearly 4% in October, with mid-
and small-cap benchmarks generating similar gains. Turning abroad, the MSCI EAFE Index was
up 3.6% for the month and the MSCI Emerging Markets Index rose 3%.

As is often the case in periods with strong equity gains, fixed-income returns for October were
more subdued. The Lehman Brothers U.S. Aggregate Index returned 0.4% for October, while
municipal bonds, as measured by Lehman Brothers 7-Year Municipal Bond Index, were slightly
negative (-0.1%). Fixed-income returns overseas were stronger, with the J.P. Morgan Global
Government Bond Index 1.4% and our emerging-markets proxy, the JPMorgan GBI-EM Global
Diversified Index, gaining 1.3% for the month.

All asset classes we follow are well into positive territory for the year to date.
Profit Drivers: What Do They Mean for the Global Economy Over the Next Decade?
A discussion with David Levy, chairman of the Jerome Levy Forecasting Center

David Levy, chairman of the Jerome Levy Forecasting Center, and his team currently have a
sobering view of the U.S. economy and have for many decades utilized the ““profits perspective”
to analyze U.S. economic cycles, with considerable success. The profits perspective focuses on
the sources of profits or sectors of the economy—domestic and foreign—that add to or subtract
from profits. This allows Levy and team to estimate the total volume of profits in an economy (as
opposed to just S&P 500 profits) and where they might be trending. Below, we share excerpts
from a recent discussion we had with Levy on the U.S. economy and equity markets. This Q&A is
a useful input to our own overall scenario analysis and is, we think, an interesting read for
anyone charged with making longer-term investment allocation decisions.

David A. Levy is the third generation family member to head the independent economic
consulting firm, Jerome Levy Forecasting Center. He is an expert in applying the profits
perspective to economic analysis, with over 30 years of professional forecasting experience.
Levy has given briefings, consultations, and testimony to members of Congress, administration
officials, and Federal Reserve governors, and he is frequently quoted in the press. He holds a
bachelor’s degree from Williams College and a masters from Columbia University.

Please summarize the key elements of your framework, the “profits perspective.” How do
you use it to assess the economy and the financial markets?
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The profits equation is a statement that lets us see how much of the wealth that is being created
in the economy is flowing to the business sector. It is an accounting identity, derived from the
Saving = Investment equation. Aggregate profits (the combined profits of all firms) have major
implications for the larger economy, but they are broadly ignored in conventional economic
models. Production, employment, and capital spending for the economy as a whole are strongly
influenced by aggregate profitability. Therefore, understanding the determinants of aggregate
profits leads to powerful insights into these activities and other economic phenomena, including
inflation, unemployment, and business cycles.

The wealth that the business sector accumulates is a reflection of how much new wealth is
created in the economy less the wealth captured by others in the non-business sectors—
households, governments, and the rest of the world. This is different than the equation for the
profits of a single firm.

Could you elaborate on the key sources of profits that make up the profit equation?

The primary source of wealth creation in the economy is investment. That includes the three
parts of fixed investment: 1) business purchases of structures, 2) business purchases of
equipment and software, and 3) residential investment.

We also have inventory investment. If we are accumulating a lot of goods, we’re actually
accumulating wealth. If we decide the wealth isn’t worth as much, we have to write down the
inventories, and inventories are sold off and liquidated, and that’s a negative for profits.

Moving on, there’s another term, “government.” The federal deficit is a source of profits. The
federal surplus is what we call a negative source of profits. Personal savings is another negative
source of profits. Finally, there is the foreign sector: a current account deficit is another negative
source of profits.

If you use the profits equation and take a look at what happens as balance sheets change, we
realize that all of the determinants of profits—what we call the profit sources—are tied to
balance sheet expansion.

If we leave out the government for a moment, we can say that if private-sector balance sheets
don’t expand, the economy cannot produce profits. Period. Now that doesn’t mean there won’t
be some firm that makes a profit. But then another one must have a loss.

So we really have an enormously different take on what’s going on in this period than if we sit
back and say, Oh, the economy’s been growing, and some financial things simply got ahead of
themselves and caused problems, now we have a headwind.

We have a much more powerful statement that says, We went through a period of enormous
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balance sheet expansion. It generated unusually large profits, even when certain activities that
normally create profits, such as business investment, had been weakening over the last 20 years
or so. Now we have gotten to the point where, as things have broken down, private balance
sheets are contracting, and the economy simply cannot function. The only reason it is functioning
to some degree is because of that profit source—government savings.

When the government spends a whole lot more than it takes away in taxes, it is injecting
wealth at its own expense into the economy?

When the government spends a whole lot more than it takes away in taxes, it is injecting wealth
at its own expense into the economy. The federal deficit currently more than fully accounts for
all of the profits in the domestic economy. The dismal outlook for the private profit sources over
the next few years as balance sheets contract, along with political pressure to keep the federal
deficit from continuing to expand from its current level, will make it hard for profits to continue
rising.

You say balance sheets are contracting and profits cannot rise because of that; can you tell
us more about why you believe that will happen?

First of all, we need to look at where the profits are now. At this point, we have a very large and
growing fraction of earnings that are coming from abroad. If we could take that out, we would
see that the recovery in domestic profits (which are a better reflection of conditions in the
domestic economy) has not been nearly as good. For total corporate profits, we’re just a little
below the peak of 2006. If we look at just domestic profits, it’s a double-digit percentage below
that point.

One of the reasons that profits in the whole economy are not as strong as those reported for the
S&P 500 companies has to do with what’s not included in that measure. Large businesses have
been doing much better than medium and small businesses. A lot of this has to do with access to
both equity capital and credit. Banks and other institutional lenders have tended to be very
reluctant. Only in the last quarter or two have we seen some of the Fed’s surveys showing a little
bit of backing off of the very, very tight standards and defensive postures of banks.

But on the other hand, investors in the bond market have been much more aggressive. So
companies with access to the bond market have had an advantage.

Now the federal deficit is plateauing, more or less, and it’s one of the reasons why the
economy is not continuing to pick up.

One of the nice things about using the profits equation is that we can look back at history and see
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what was responsible for an increase in profits or a decrease in profits. What’s striking about the
current situation is that the dominant influence on rising profits has been the massive expansion
of the federal deficit.

Now the federal deficit is plateauing, more or less, and it’s one of the reasons why the economy
IS not continuing to pick up. Meanwhile, the rebound in inventory investment is probably near its
end, the outlook for fixed investment is poor, and there are significant pressures on households to
continue increasing their saving rate. The profit sources that drove the recovery in aggregate
profits have, by and large, run out of gas. By the fourth quarter, we estimate that we’re going to
see some disappointment that will become greater in the early part of 2011.

Do you think it’s helpful to look at long-term historical trends to see how earnings grew
during different economic environments?

I think the tricky part is that we’re dealing with some changes in the economy that do not have a
precedent. We have exited an era of rapid private balance sheet growth, which lasted for the past
few decades. Now we are in a contained depression, and the economy will operate very
differently as a result.

We got a little taste of the kind of downward spiral that can occur in the economy and in the
financial system during the last down episode. The problem is we’re still dealing with a lot of
deep financial problems that we see as headwinds now, but there is the potential—in fact, |
would argue there’s a high probability—of them becoming something considerably worse.

For example, | think we dealt with the worst of the mortgage-backed derivatives crisis. What we
haven’t dealt with is the worst of the mortgage crisis. A lot of people are in houses they can’t
afford, and they certainly won’t be able to afford them if they don’t get jobs. Households have
way more debt than they can manage. Asset prices became way above what can be justified by
the returns they can produce. And whether it’s the financial sector or the corporate sector or the
household sector, balance sheets have to contract. That means the economy simply will not be
able to sustain any kind of growth or expansion or even stability without very large government-
deficit spending.

This is a time where we’re going through adjustments. We don’t want to do what the Japanese
did and delay the adjustments. We want to move those adjustments along and we want debt to be
written down. But during that period, we have to put on a lot more public debt. It’s better than
having a complete collapse of the economy.

To clarify the term *“contained depression,” you’re saying that other than the government,
almost every sector in the economy is going through a balance sheet correction. If the
government were not stepping up to do fiscal stimulus, we would be in a “great
depression.” Correct?
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Yes. The fact that the government is actively passing some bills that enlarged the deficit
somewhat has added a little bit of extra cushioning. The most important feature is the automatic
stabilizer: when the economy gets weak in a recession or depression, the deficit automatically
widens as revenue falls off and social outlays pick up a bit.

The other thing that we haven’t touched on that’s just as critical is having an effective lender-of-
last-resort that prevents a downward spiral of defaults and failures in the financial sector. | don’t
think it’s hard to imagine what would have happened in 2008-2009 if we hadn’t rescued Citibank
and Merrill and AIG, etc. The eurodollar market and the international financial system would
have collapsed.

In our modern economy, there would’ve been a greater depression. Let’s face it—I don’t know
about you, but I’m not as likely as some people were in the *30s to go grow vegetables in the
backyard and do handicrafts that we could barter with. We’re in a modern and highly complex,
highly specialized economy. Without our financial system working, we’re cooked.

The federal government was able to stop the debt deleveraging in the early *90s and then
again in early 2000. Why do you think they can’t stop it again now?

That’s a great question. We saw elements of balance sheet overexpansion in the 1990s, and that’s
when we first coined the term, “contained depression,” as an effort to try to describe what we
saw happening.

We had too much capacity. We had a whole string of financial problems at failing institutions.
No one wanted to expand.

However, what we did not accurately judge at the time was the ability of lower interest rates to
help the economy escape from that contained depression.

We’re in a modern and highly complex, highly specialized economy. Without our
financial system working, we’re cooked.

Lower interest rates created an enormous revaluation in any asset price that hadn’t just
collapsed—especially stocks. The effect of that—the wealth effects—not only for individuals but
for new tech companies that suddenly had so much cash coming in . . . it was very easy for them
to start expanding. Then when things broke down—when the stock market plunged in the next
downturn, 10 years later—it turned out that the drop in interest rates this time was able to
channel into this enormous amount of money coming out of real estate. That stabilized the
economy and offset the negative wealth effects. It soon created even greater wealth effects of its
own.
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What made a difference this time is, we ran out of room to drop interest rates.

Everybody that could refinance and pay their debt [did so] when the fed funds were 1% and the
Treasuries had dropped down to around 3% in 2003.

There wasn’t a whole lot of room to go lower in the next expansion. Remember, every time the
Fed dropped rates—from 1982 on, when the rates were extremely high—rates fell to a level that
was substantially lower than anything anybody had seen for years. So each time there was a huge
refinancing opportunity and a huge excuse to push up the valuations of . . . the next hot asset
class if not multiple classes.

If there’s some way to create the financial circumstances to greatly expand balance sheets
again—enough to generate enough profits to lift us out of this link to the federal government—
we could get lifted out of this contained depression.

If there’s some way somebody can figure out how to create the financial circumstances to
greatly expand balance sheets again—enough to generate enough profits to lift us out of
this link to the federal government—we could get lifted out of this contained depression.

I think that’s going to be tough to achieve. First, we have these deep problems with mortgage
loans. We have people who have been beat up both in the stock market and in the real estate
markets. They’re not sure what to do now. There’s just no place that | can see where we’re going
to get a new bubble in the economy.

Where we are getting [a bubble], of course, is in some other parts of the world. It’s not Europe.
Not Japan. Some in China. Some in East Asia, ex-China, and Japan. Some in India. Some in
Australia. Some in Canada.

The problem is, these parts of the world are not big enough to carry Europe, Japan, the United
States.

Could quantitative easing help?

One of the questions that comes up a lot these days when we talk to our clients is QE
[quantitative easing]. Our view is, QE can do a little, but it can’t do much.

QE was very important in 2008 and 2009 as a major mechanism for the Fed’s lender of last
resort function. If the Fed is going to intervene in the Treasury market and just go out further on
the yield curve and try to drive down yields, we suspect they will have some effect. The market
will certainly jump ahead. Maybe we’ve seen some of that already.

Opis Advisors, Inc. 30 Hackamore Lane, Ste. 1 Bell Canyon, CA 91307 818-999-6747

red Broker/Dealer, Member FINRA/SIPC, Alan Campbell,
ies America and Opis Advisors, Inc. are unaffiliated.




\&
’\\«*». Opis

?" Advisors, Inc..

But the benefit to the economy and financial conditions won’t be huge. In the residential real
estate market, the people who are refinancing as a result of lower mortgage rates are mostly the
ones who keep refinancing. There is a huge number of people who are not going to be bailed out
by saving another 127 bps on their mortgage payments. The people who are in trouble are in
trouble, period. In some cases, we may even have people paying down equity. Or paying down
debt. So in essence, it’s a cash-in rather than a cash-out refinancing.

Meanwhile, commercial real estate is always—to a large extent—mostly finance driven, rather
than necessarily demand driven. There’s no demand for space right now. I think as a result, with
the deflation of the assets, we might see some spurts of purchasing in certain areas as people try
to bottom-fish and take advantage of low financing to do it. But we’re not going to get the kind
of investment that’s going to turn commercial property prices upward overall or lead to new
construction to any significant degree.

You assign more than 50% probability of a downturn or a double-dip or another recession
in the next year or so. Why do you believe that?

The conclusion comes from our analysis of profit sources.

Let’s start by looking at the private sector profit sources. We have fixed investment in equipment
and software. That’s the one area that we see some bounce happening.

However, we think this is largely pent-up demand for equipment and purchases that were
delayed during the crisis and recession. The other part of it is, of course, we’re having a lot of
companies that I think had put off going to the next generation of whatever kind of technology
they’re using.

Those things, I think, will tend to run their course for a few quarters. But we do not see signs of
business as looking to do major expansion. Again and again, the sentiment comes back that we
just want to keep overhead down. The reason is that it’s a period where there’s extremely little
growth in top-line and widespread overcapacity.

It’s clear that these are still historically quite low rates of return. So investors are concerned
about the profits relative to their investment. When balance sheets have gotten big relative to the
economy, you have very large total equity value relative to total sales. You end up with large
profit margins, but yet not great return on equity. I think that is going to continue to dampen
investment. So after this spurt of catch-up, I think it’s going to level off.

Meanwhile, housing, after having a little bit of a boost—uvery little—from the tax credits, it’s
now going into a payback period. While we don’t think that will last too long, basically housing
is not going to grow. Residential construction as a source of profits will not grow.
We also see further weakness and probably declines in commercial construction in the quarters
ahead.
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Inventories have been growing fairly rapidly. Our analysis is a little different from a lot of other
people we see. Based on what we think of the business environment, and based on a number of
the diagnostics we have about how businesses are experiencing delivery delays and such things.
[. . .] Actually, businesses now are starting to overbuild inventories a little bit. They’re not going
to maintain these high rates of inventory investment. Then we have the state and local sector,
which we haven’t talked about yet. That’s undergoing a severe set of financial stresses that are
forcing it to contract. Like the federal government, if it runs deficits, it’s actually a positive for
the rest of the economy’s profits. But if they’re working like mad to try to reduce those deficits,
they actually become a source of [profit] drag.

Then there’s the household sector. We think the pressures on households to continue to reduce
their debt and to cut back on their spending are very strong. The debt reductions in the household
sector so far essentially reflect debt being written off. The people whose debt has been taken off
the books are the people who are not going to be able to borrow again. There are plenty of people
who lost jobs or lost parts of their incomes—qgoing into tens of millions. They’ve been under
enormous strain to support their living. They’re losing the ability to [borrow] and they’re going
to have to consolidate further.

That basically leaves us with an economy that really doesn’t have much potential for profits to
grow. And the big question is, [. . .] what’s the federal government going to do? If we knew the
answer to that question, we would be talking a lot more about what we think would happen next
year.

This is your short-term view, that profits are trending down, and as such, you expect the
economy to turn down. Could you talk about profit trends you see looking out longer-
term?

I think we’re going to see overall dissatisfaction, with this tendency for margins to widen quite a
bit during expansions without a whole lot of reaction to it. But in the downturns, and | don’t
know how many we’ll have during the contained depression, earnings will drop.

The other thing is, the growth in profits is going to be stunted because the economy is not going
to grow much. Sales aren’t going to grow much.

That’s before we even work in the outlook for pricing. We’re not looking for a steady deflation,
although it’s possible. | think we’re going to see some periods of deflation. Overall, it’s likely
we’ll see minimal price increases over the next 10 years or however long this process of private
balance-sheet repair takes.

What about the rest of the world?

I think even if we make the [reasonable] assumption that there are parts of the world that aren’t
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suffering from the kinds of problems that we have and still have a lot of growth potential—this
would include countries like Brazil and China and India—they [nevertheless] have a great deal
of vulnerability to the United State.

In particular, China and to some extent India—because of all of their service exports—are going
to take some shots at some point from what happens to the rest of the world. Given the financial
complications and so forth, I think that they’re eventually going to get ahead of themselves and
could correct, perhaps violently.

But that doesn’t mean they have to go through the same kind of period of years and years of
working off excesses. China’s biggest problem is that it has built up this huge export sector that
the rest of the world is not going to be able to support. And the rest of the world probably will
not be tolerating it as well politically as time goes on.

Are emerging markets big enough to really impact the U.S. economy-wide profits in a
material way?

I think the answer is no. The rest of the world does not have enough size yet and enough
independent profit generation to act as a locomotive—to use the popular cliché.

In large part, China is a conduit through which the United States, via its trade deficit, is pumping
profits to other countries.

So to net everything out, what is your best-case scenario in terms of profit trends five years
or so out?

Modest growth trend with a lot of potential for downside volatility.

One of the things we do here is stand up and say when we just don’t know something. I think the
range of possibilities for earnings over the next five or eight years is very large.

I would say the best is going to be disappointing, below any kind of a trend that people have seen
for any length of time since the *30s. There’s the potential for overall declines, and certainly for
some very sharp temporary declines.

There’s a lot of room for governments to do some [obviously] disastrous things along the way.
I’d think in a country like this we’ll be able to recover from them, but again—as | said—we’re
not terribly worried about a Great Depression. But we are worried about making things
considerably worse at some point than they are now.

I think the contained depression is going to take about a decade [to unwind]. We’ll be
lucky if it’s a little bit less.
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If you think we are in this contained depression, how long do you think it will last? And,
under what set of conditions might it end?

I think the contained depression is going to take about a decade [to unwind]. We’ll be lucky if
it’s a little bit less.

This is a multi-business-cycle adjustment. No matter how much the government blunders this
way or that way and what they do that may hurt the economy . . . we [will eventually] have to
stabilize it.

Eventually, we [will] have asset prices that are way down. We [will] have debt levels that have
come down largely through write-offs and a lack of new borrowing. We will have physical
capacity that has shrunk partly through shutting down, partly through obsolescence and partly
through aging, because of a lack of new investments.

We [will] get to the point where the technology that’s still in place is farther and farther behind
the technology that’s available and needed for the day. You’re starting to build up enormous
pressures for reinvestment.

While we’re pessimistic about the outlook over the next year and certainly overall for the
performance of the economy over the next six or seven years probably, we do have a very strong
long-term optimism.

You say the government needs to take on debt and spend to offset private-sector
deleveraging. Why is the rise in public debt not a concern?

First of all, it is healthy for the U.S. government to take on a lot of debt in this period. The U.S.
government can take on far, far more debt than a lot of people think. It’s a widely misunderstood
issue.

Three countries that people worry about a lot —the United States, the United Kingdom, and
Japan—all have characteristics that give them a very, very high capacity to carry debt. It’s
interesting to note that all of those countries have had over 100% debt-to-GDP ratios in the past
without any of the negative inflation consequences. We were about 110% after World War 1.
The United Kingdom, since they started having a parliamentary government that issued its own
debt rather than it being the king’s debt, has had debt ratios over 250% of GDP, using the most-
conservative estimates of GDP.

Periods of high debt accumulation in these countries reflect either depressions or wars. At the
end of a depression or the end of a war, you have enormous private investment, which lifts the
economy and brings debt ratios down.
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Let’s just talk about the United States. We have complete control of the currency in which our
debt is denominated. We do not owe debt in euros or yen or others, to any significant degree. We
also have deep Treasury-debt markets. We have an effective tax-collection system, which is
critical, unlike the Greeks, who have a lot of trouble doing it.

As the public sector takes on more debt, how does the contained depression come to an end
given that overall debt levels may still be high?

When it ends, I think we will see public debt levels come down very rapidly.

It’s worth noting that the United States took its debt ratio from 109% debt-to-GDP in 1946, to
52% debt-to-GDP [10 years later].

This is just because of the power of having a booming economy. Even with low rates of
inflation, you have tremendous growth after having these years of not investing very much.

Just as you have a vicious cycle when balance sheets are contracting, you get a virtuous cycle
when it comes back.

If the United States had to go well over 200% public-debt-to-GDP in this period, we could
handle it. We would not have to fall through. We would not have hyperinflation. We wouldn’t
have anything of the sort.

Given your profits outlook, what’s your view on U.S. equity markets?

We are not positive toward them. | think it’s going to get tougher as the earnings are
disappointing. That makes me guarded about the short-term. | believe that valuations and the
levels of profits are both going to come down sometime probably in the next year—substantially.
If not, sometime in the next couple of years. Possibly they’ll come down very, very steeply. This
is a time to be keeping powder dry, and to be thinking about the opportunities that are coming

up.

What would be your guess of the level of annualized sales growth companies can generate
in this contained depression?

The answer is, not much. | have to give you the same kind of answer | gave to the profits
question. That is, there are many possibilities. You have the possibility of having between now
and 2020, overall, some deflation; perhaps we’ll have an average of tiny positive inflation. We
have the possibility of having a fairly sharp downturn and then a gradual recovery that picks up
steam toward the end of that period, or perhaps a second downturn at that point. There are many
possible scenarios. But overall, we expect disappointing average sales growth during the
contained depression.
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To conclude, is there anything that we have not talked about that investors should be
thinking about over the next three to five years or even longer from an investment
standpoint?

The number one thing right now is conservation of capital. We’re so used to saying, We’ve got
to find ways to get returns, what are we going to do this quarter? This year? The next two years?

I know that’s not the kind of time frame you’re emphasizing, or at least not the very short-term.
But people still get that itch. But not losing money may be a wonderful performance over the
next couple of years.

There are going to be some, in all likelihood, great buying opportunities due to the
volatility that may come in this period.

The idea is that every year is not the same, and it’s not just a cyclical problem. There are a lot of
people that just want to hold their positions through the cycle and think, Don’t worry, it’ll all
come out [okay]. We’re dealing with something a little different here, and people will sleep a lot
better and make a lot better decisions if they can have that in mind.

The opinions and forecasts expressed are those of the author, and may not actually come to pass.
This information is subject to change at any time, based on market and other conditions and
should not be construed as investment advice or a recommendation of any specific security. Past
performance does not guarantee future results. —Litman/Gregory

Opis Advisors, Inc.® is a Registered Investment Advisor providing investment advisory
services. We do not receive commissions or transaction fees of any kind including commissions
on the purchase, ownership or sale of securities. Our fees are based on a percentage of assets.

Alan Campbell is a Registered Representative with Securities America, Inc., a Registered Broker/Dealer and
Member of the FINRA and SIPC. There is no affiliation between the Opis Companies® (Opis Advisors, Inc.®, Opis
Insurance Services, Inc.® and Opis Retirement Consultants, Inc.®) and Securities America, Inc. Those seeking
“traditional” investment brokerage services, where the broker receives commissions as opposed to fees, may do so
through Securities America, Inc. and may choose to appoint Mr. Campbell as their broker. Securities offered
through Securities America, Inc., a Registered Broker/Dealer, Member FINRA and SIPC, by Alan H. Campbell,
Registered Representative, California Insurance License #0775396. Securities America, Inc. and the Opis
Companies are unaffiliated. The Opis Companies and Securities America, and their representatives do not provide
any tax or legal advice. Investors must consult with the appropriate advisor for information concerning their
particular situation.

Currently Mr. Campbell is licensed to offer securities in Arizona, California, Florida, Hawaii, Idaho, Montana,
Nevada, New York, Oregon, Utah, Washington and Wyoming. Those residing in other states would be able to
conduct investment business with Mr. Campbell subsequent to his seeking and receiving approval to do so from
those respective states, a process that normally takes less than two days.
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If the investment product offered is an insurance product, such as a variable annuities or variable life insurance
policies, then Mr. Campbell is licensed to conduct variable annuity and insurance business in California and
Wyoming under his life and annuity license numbers 0775396 and 194242,

Disclaimer: The opinions and forecasts expressed are those of the author, and may not actually come to pass. This information is subject
to change at any time, based on market and other conditions and should not be construed as investment advice or a recommendation of
any specific security or investment strategy. Please consult us or your financial advisor regarding your specific situation prior to
implementing an investment plan. Past performance does not guarantee future results. Investing involves risk, including loss of principal.
When redeemed, an investment may be worth less or more than the original investment amount.

Reproduction or distribution of this material is prohibited and all rights are reserved. Securities America and Opis Advisors Inc. are not
affiliated with Litman/Gregory Analytics. Certain material in this work is proprietary to and copyrighted by Litman/Gregory Analytics
and is used by Opis Advisors, Inc. with permission. The opinions expressed are those of Litman/Gregory and not necessarily those of
Securities America representatives. Securities America does not conduct research or make a market in any securities.

The S&P 500 Stock index is a widely recognized, unmanaged index of common stocks. Past performance is no guarantee of future
results. Average annual returns assume the reinvestment of all distributions and/or dividends. Indices are unmanaged, statistical
composites and their returns do not include payment of any sales charges or fees an investor would pay to purchase the securities they
represent. Such costs would lower performance. It is not possible to invest directly in an index. The Morgan Stanley Capital
International Europe, Australia and Far East Index (MSCI EAFE Index) is a widely recognized benchmark of non-U.S stock markets. It
is an unmanaged index composed of a sample of companies representative of the market structure of 20 European and Pacific Basin
countries and includes reinvestment of all dividends. Individuals cannot invest directly in an index.

The MSCI Emerging Markets Index is a free float-adjusted market capitalization index that is designed to measure equity market
performance in the global emerging markets. Individuals cannot invest directly in an index.

The Lehman Brothers U.S. Aggregate Index tracks investment-grade corporate and government bonds. Individuals cannot invest
directly in an index.

Lehman Brothers 7-Year Municipal Bond Index is an unmanaged index that tracks debt obligations of the U.S. government with a
maturity date of one to seven years.

J.P. Morgan Global Government Bond Index tracks government bonds in the U.S. and 12 international markets. Individuals cannot
invest directly in an index.

The JPMorgan GBI-EM Global Diversified Index consists of the Government Bond Index-Emerging Markets span over 15 countries.
Individuals cannot invest directly in an index.

Foreign Bonds — These are issued by governments or corporations located outside of one's domestic market and trade on foreign
financial markets. Also, as one may expect, these bonds most often trade in the currencies of their domestic markets. A strong move by
the U.S. dollar against the foreign currency would reduce the effective interest/principal payment you would receive after conversion. As
such, it is important when investing in foreign bonds to understand this risk and evaluate the likely move of the relevant currencies
before purchase. Default risk is of particular concern for foreign bonds that are issued in less industrialized countries or nations where
there is considerable political strife. Under these conditions, interest rates and monetary policy can fluctuate more widely than in more
established countries.

To unsubscribe please respond with “unsubscribe” in the title of your email or contact us at 818.999.6747.
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