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Armstrong Davis Ltd — trying to take you off the investment roller-coaster

I have pleasure in sending you our winter 2008 Investment Report and Financial Bulletin. Do have a look at
the website www.ArmstrongDavis.com should you wish to view previous reports as well as our work in the
national media. The website should be entirely revamped by the New Year - more user-friendly and interactive.

Stock Market

At the lowest point, on October 10™, the stock market was down ¢ 45% from the October 2007 highs, taking us
back to 2003 levels. You will recall our extremely bearish stance. Looking out over the real economy, I'm
afraid to say we’re still huge bears — the global recession is firmly in place and, in Britain, we aren’t even close
to the worst of it:
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Unemployment is rising more strongly than for decades.

Sales of goods and services (GDP) are in rapid decline i.e. recession.

Home repossessions are rising and will rise strongly in 2009 (N.B. government owned banks are

delaying inevitable repossessions).

House prices are falling at around 1.5 to 2% PER MONTH (Bank of England figures for mortgage

lending are pointing to negative lending next year i.e. debts outstanding to fall which leads to even

more rapid falls in house prices). From the average London house of ¢ £325,000 the current rate of

falls amounts to ¢ £5,000 PER MONTH!

» Corporate and personal bankruptcies are rising sharply (we saw accountancy and legal firms hiking up
their recruitment of insolvency specialists over the last year).

< Sterling has plummeted leading to higher import costs of food and fuel. In our view, oil has bottomed
on world markets at ¢ $45-50 and will rise from about here.

< The government announced a strange VAT cut which we do not feel will attract people to borrow more

(even if banks were lending) and spend. They also told us they would be taking borrowings up to

1970s levels (and that’s only if their projections for the economy prove accurate however we feel they

are highly optimistic) and our taxes will go through the roof for many years, conveniently starting from

just after the next election.
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What can we see longer term?

Governments all over the world are printing money like there is no tomorrow. Naturally, one can sympathise
that they are trying to buy their way out of the crisis. It may look good in the polls, shorter term, further out
however when we have more money in the system, without greater production of goods and services, then we
will have inflation — the cost of the same item will be higher. Thus, we feel that going into 2010/11 we should
expect to see the fall in inflation (dis-inflation) reverse and inflation rear its ugly head again.

As well as more money swilling around the system in order to get us out of this slump governments, including
(especially) ours, will keep interest rates lower than they should do and for longer.

Of course, this is one of the reasons we are in this mess in the first place — Alan Greenspan, the previous
Chairman of the US Federal Reserve, slashed rates following the Dot Com crash (2000 to 2002)
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and reduced again after 9/11. We all followed on this side of the pond, and elsewhere. Thus we had a house
price bubble which was further exacerbated by easier and easier lending from 2005.

Enough of the history lesson because that’s...er... history. As investment advisers and financial planners, our
focus is the future. So, if inflation is coming around the corner (say a year or two), what will happen to savings?
In the short term with the dis-inflation that we currently have, deposit rates have fallen along with the slashing
of the Bank of England rate. [First attack on savings!] Then as inflation rises savings again will be attacked
[Second attack on savings!] as the purchasing power of capital and income will be severely battered. It’s been a
long time since we had double digit inflation in this country (around 1990) and most folk have forgotten what
it’s like. Well, they’ll soon be reminded...(Again, inflation will rise not immediately but from 2010 or 2011).

So, once more, dear reader, we strongly suggest those who have low or no exposure to commodities, in your
portfolios, in your ISAs, in your pensions, in any long term funds you hold, that you review your affairs and you
increase your exposure. In particular, to precious metals such as gold and silver. Our preferred route is via unit
trusts of companies in these fields such as miners and oil companies. Remember how oil and gold did in the
1970s when inflation was up in the 20s%.

I’'m not saying this next statement will always be the case — it won’t! — however, it is a fact that since
November 26 2008, to the date of writing, December 8 2008, the US index of gold stocks have risen ¢ 52%.
Methinks the markets see inflation out there, “comin’ round the mountain...” As we have often said, markets
predict the real economy. Hence, the stock market started plummeting last October before the recession took
hold. Many of our clients have held gold stocks via unit trusts and recently some increased their exposure, at in
our view the best value for perhaps 50 years. In case you believe that the rise has happened and there’s nothing
left for you, well we see commodities on a rising trend - with high volatility - over the next DECADE or so.
There’s plenty of opportunity for private investors to invest for the long term.

Here’s a thought — over the last year the stock market (FTSE 100) has fallen around 33% (year to December 8
2008) whereas gold has RISEN over 35% in Sterling terms in the same period. Perhaps the gold market is
trying to tell us something...such as ‘Buy me!’

We hope you enjoy the rest of this quarterly report and financial bulletin.

As the economy turns down sharply, as we forecasted it would, can your friends and family be sure they have
planned appropriately? 1f you are a professional adviser, such as a private client lawyer or an accountant, can
you be sure that your clients are well looked after by their financial and investment advisers?

Ask us about how we could help them.

Compare Armstrong Davis Ltd to any other independent financial adviser or stockbroker.

What can you lose?

Jonathan Davis BA MBA FCII AIFP FPFS
Chartered Financial Planner
Managing Director

< jdavis@ ArmstrongDavis.com

Please remember investments can fall as well as rise. And they will!
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What can you lose?

Private investors —  Your hard-earned savings and wealth.

.
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< Solicitors —  Trustee clients: Who are unhappy with the performance of the stockbrokers you
recommended.
- Clients: Who have significant wealth which may be depleted by

Inheritance tax.

»,

< Accountants —  Clients: Who are unhappy with the investment advice from the ‘advisers’
you recommended.

Financial advisers are generally expert in products such as pensions. They are also quite expert at certain
aspects of taxation. However, ask them what will happen to what you put inside your investment vehicles
(pensions, bonds, 15As etc) such as shares or property or commodities and they often turn into obfuscating,
quivering wrecks. Sometimes they advise to pass over investment management to stockbrokers who advise
on, guess what? Stocks! At the last count, the FTSE was down ¢ 25% OVER 10 YEARS. Not exactly brilliant
investment management on their part if your funds have performed like-wise.

At Armstrong Davis, we are highly qualified independent and impartial financial advisers. Just as IFAs,
generally, we are expert too in products and tax. However, on top, we are also expert in markets and
macroeconomics. So we advise not only on the product but also on what should be inside the investment
vehicle. These are just a couple of the modus operandi that differentiate Armstrong Davis from IFAs and
financial planners. We will tell you what we think is going to happen in the stockmarket and in other areas of
finance. We have done so. Again, see the website for previous accurate forecasts.

Armstrong Davis takes away your worries and gives you peace of mind knowing
that your money / your clients’ money is well looked after.

Armstrong Davis : Leading the Management of Wealth

At Armstrong Davis we provide impartial, quality advice. Advice that works.

%  We regularly appear on national TV, radio and press discussing financial issues such as pensions and
investments, stock market and the economy. See www.ArmstrongDavis.com for details.

%  We are holding seminars and having meetings with professional advisers (solicitors and accountants) and
potential investors who seek quality advice, in London and in the Northern Home Counties. If you would
like to speak to us, on a no-obligation basis, we should be very pleased to hear from you.

& We advise families on how to look after their wealth and we help to grow it. We know how to make sure
you don’t lose it. Do what Sir Alan Sugar would do - buy low and sell high! It works.

& We advise trustees. We will take away the legal advisers’ and trustees’ concerns of, for example,
whether they are invested in the right areas to fulfil their responsibilities to the beneficiaries?

%  We also advise high earners on tax planning and efficient saving of surplus income.
2 Some of our clients have 7-figure investment accounts. We're looking for our first 8-figure client.

< We merge our expertise of markets and macroeconomics with financial planning tools to provide
excellent financial advice to high net worth families.

» Contact us to find out more about obtaining market-leading investment advice for you or for your
clients

v Telephone: Jonathan Davis BA MBA FCIl AIFP FPFS on 0845 862 2919 or 020 7073 2919

v Or email: jdavis@ArmstrongDavis.com
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“So, you're an IFA. You must be good then.”
(That’s what a Chartered Accountant said to
me recently.)

For 20 years, Independent Financial Advice
has been held up as the gold standard of
managing people’s wealth. Granted it’s better
than Tied ‘Advice’ — you know, where
someone from a bank (usually) or an
insurance company like St James Place Capital
(with ancestors at Allied Dunbar etc) would
sell from a limited range of products and a
restrictive range of investment opportunities.

However, just because one calls oneself an
Independent Financial Adviser DOES NOT
mean one provides quality advice, necessarily.

Did you know that to be an FSA authorised
adviser in the UK — whether broker, IFA or
tied agent — you only need vocational exams
at, approximately, the O and A level
equivalent. Most authorised advisers have no
more than a really basic set of exams (with a
large dose of multiple choice thrown in). I

frown when I hear IFAs who say they are
‘fully qualified’ yet have just the Certificate
in Financial Planning (previously known as

the FPC).

© You can see the level of qualifications

required on the FSA website. You might also

- want to look at the website of the Personal

Finance Society and search for Chartered

- Financial Planner. There are around 1200 of

us providing advice out of perhaps 70,000
financial advisers — tied or independent.

At Armstrong Davis, we prefer to be known
as Independent and Impartial Financial
Advisers. There is a great distinction. Many
are Independent yet still they flog products.

We advise.

To distinguish investment and financial
advisers from the rest, we would suggest you
look at the following criteria:

% Levels of qualification attained

% Do they charge for advice or take

commission after sales of products?

*# Does the media recognise their quality by
inviting them frequently to comment on
financial and economic issues?

% Would YOU recommend them to your best
friend or your top clients?

% What proof have they of their advice
successes?

I Wishing you a super festive season.

' Jonathan Davis BA MBA ECII AIEP FPES

Chartered Insurer — Fellow of the Chartered Tnstitute of
Insurance

| Associate of the Institute of Financial Planning -

Chairman for London 2005 and 2006

Chartered Financial Planner — Fellow of the Personal
Finance Society

BA in Accountancy and Management Science

Masters in Business Administration — Lyons and
Cranfield

Managing Director of Armstrong Davis Ltd
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Boxed in by the
credit crisis?

Focus on a New Year review

worldwide have
struggled to ease
the financial
position in
previously

have more than that at risk in an
institution? Should you spread
these investments?

What about the stockmarket?

Financial services
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what'’s covered?
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Annuity rates
reach a peak

Control your legacy
~— make a will

If you have made, or are about
to make, your New Year's
resolutions, one of the first, and
a vital one, should be to make

a full review of your financial
situation.

2008 has been an incredibly
difficult year as far as finances
are concerned. Governments

untested ways,
While the credit
crunch has
raised some
specific issues
(see overleaf),
taking a general
overview of
your financial

| planning could highlight some
| important questions.

Investments

If you have deposit investments,
are they properly protected? The
Financial Services Compensation
Scheme now protects up to
£50,000 of an investment in a
specific bank (see page 2). Do you

It has been extremely volatile
during 2008. How have your
equity-based investments been
doing? It may be time to look at
these to see if your portfolio is
balanced properly.

Protection

- The financial situation over the

last few months has adversely
affected the wealth of many
families and you may wish to
look at the different ways of
protecting your family for the
future. Do you have enough life
cover to protect your spouse or
partner as well as vour children

Continued on back page













