Armstrong Davis

Leading the Management of Wealth

June 2008

| have pleasure in sending you our summer 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.

By the kindest permission of Jon and Val Hather, clients of Armstrong Davis, we print their recent letter to me:

“Hi Jonathan May 2008

We can't tell you how relieved we are to be off the housing ladder, so to speak, thanks mainly to
your advicel In 2006, when we desperately needed more space you told us how, by selling (taking the
profit made) and renting a much larger home for a relatively small annual rent we could be in a much
better financial position and live even more comfortably. When times seem good it is hard fo see
them turning bad. Even here in Surrey, where we could never envisage a downturn in house prices,
homes aren't selling though apparently they are yet to come down in price to any significant degree.

On our beautiful home that we
now rent, we have signed a 2-
year fixed-term contract and we
are very happy with our situation
(It also ties in with school

'
applications etc). We pay just ¢ Jon, Val,
; Polly and

2.5% p.a. of the capital value of Lucie
the property (pre-credit crunch e

assumed valuation!). We look on
worsening economic conditions
with interest and not dread and
that makes us feel very
comfortable indeed.

Everywhere we turn and look there seems to be reports, to varying degrees, of economic doom and
gloom. Today, we read a report on Spain... So often these days we say to each other: "That's
exactly what Jonathan said weuld happen” - almost word for word sometimes.

We just wanted to pass on our thoughts, as we know not many people acknowledge great advice.
Kindest regards

Val and Jon Hather
Surrey”

In respect of Surrey house prices, when Jon and Val wrote to me saying “homes ... are yet to come down in
price to any significant degree”, doubtless it was merely unrealistic gsking prices that weren’t moving. Actual
sale prices have in fact been falling rapidly — already down at least 15% since early autumn last year.
Moreover, as repossessions and unemployment unfortunately rise, without doubt there will be more forced
sellers and asking prices will also fall whilst actual sale prices fall even further.
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lon and Val have been clients since 2005 and we thank them greatly for allowing us to reprint their message.
They are unworried about house price falls. They are very comfortable with their financial planning
arrangements.

We didn’t say “Sell and rent.” We did lay out the facts, namely:

House prices were very likely to tumble not very long after we talked

Rental costs were so low you could get a lot more for your money

The money made on the sale of the house would generate interest in the building society and go
towards the rental cost

They could buy again at likely much lower prices after a couple or a few years

When they buy again their mortgage debt should be relatively low

» As Sir Alan Sugar might say — Sell High, Buy Low!

=> By 2006, house prices had risen in Surrey for 13 straight years. Thus, the top was close.
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Jon and Val made excellent decisions and, as with many things in financial planning, the results are borne out
in hindsight. Their finances are in excellent shape due to the advice we gave and the decisions they took based
on the ongoing support and help we have given them during the years they have received advice from us.

We have never advised any client to sell their family home. Since 2006, we have advised many to sell excess
property.

Our short term forecast for house prices is that, by autumn 2008, the indices will show prices back to 2006
levels. By early next year, they will be back to 2005 levels. To us, these are givens.

Last autumn on the BBC News at Ten, we forecasted prices to fall 30-40% within a few years and the indices
tell us that that long term forecast looks spot on. Thus, average prices are likely going back to 2002/03 levels!
Many prospective clients approached us in the last couple of years seeking to invest in property. We generally
advised against and many of those decided not to take our advice and they did not become clients. No doubt
other ‘advisers’ (1) helped them implement their investment chaices. The ‘advisers’ did not advise — they sold.
We were derided in some parts for our view but we are impartial advisers and we do not follow hype.

As independent and impartial financial advisers, we have sought to understand extremely well the most
important issues affecting our clients. In particular, we made it a point to become experts in the housing
market. Why? Because so much of the economy and of most families’ wealth and financial well-being is tied
to houses. According to Pareto’s 80/20 rule, as financial advisers, if we understand extremely well the biggest
parts (80%) of a family’s finances — such as housing, perhaps the most important — the other issues (20%)
become less material to their long-term security and comfort.

We haope you enjoy the rest of this quarterly report.

As the economy turns down sharply, as we forecasted it would, can your friends and family be sure they have
planned appropriately? If 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?
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What can vou lose?

In investment terms, quite a lot.

Take property - commercial and residential — as most purchases are made with borrowed money (up to say
80%), if the value rises a healthy 10%, your capital rises 50%! Brilliant! The problem is if it goes the other way,
your loss is a similar multiple of the percentage fall. Guess what, both commercial and residential values have
been collapsing during the last 9-12 months — around 15% p.a. at this time (more, if you annualise recent 2.5%
per MONTH(!) drops according to The Halifax and Nationwide).

Or shares: The FTSE 100 (‘largest companies’) index was at 6950 in December 1999. As we write (27 June
2008) it stands at 5500 — a fall of ¢ 21% over 8 and % years! Most financial ‘advisers’, stockbrokers and
investment advisers say ‘you can’t go wrong with stocks over the long term’. Really?

Advisers who recommended ‘diversified portfolios’ of shares, bonds and property in recent
years will see their clients worse off. As diversification doesn’t work for Warren Buffet -
arguably the greatest (and wealthiest) investor of our time — it’s likely not right for our clients.

On t'other hand, had you invested some of your funds in commodities such as gold you would have obtained a
most handsome return. In gold’s case - ¢ 400% growth from 2001 until this spring (and c50% in the last year
alone!). We have said that gold and other commodities are in long term (secular) bull markets and will rise
strongly over the next 10-20 years, whatever may happen in short term periods. No doubt you've seen the
rapid price rise of petrol, food, heat and light. They are not going to get any cheaper long term.

So, what have you got to lose?

<% Private savers and investors - A secure and care-free retirement.

+» Solicitors — Trustee clients who are unhappy with the performance of the stockbrokers you recommended.
< Accountants — clients who are unhappy with the investment advice from the advisers you recommended.

Armstrong Davis takes away your worries and gives you peace of mind knowing
that your money / your clients’ money is well looked after.
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Some readers will have often heard of the old adage but many will perhaps want to know if the stock market
really does less well in the summer months compared to the winter months?

Please consider the above chart. It shows the US S&P 500 (top 500 listed companies) and the movement in the
index over the last 57 years, split between November to April (winter) and May to October (summer}.
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There is an abundantly clear distinction in performance between the two half-years. (The UK market shows a
similar bias.) Thus, in general terms, we would conclude that the stock market makes little progress during
summers and the bulk of its progress during winters. Not every year, by any means, but as a general rule.

On 19 May 2008, the FTSE 100 reached a recent high of c6400. On 20 May at 11am, we told our clients via
email about the above chart and of our conclusions. By 27 June 2008 we have seen a fall of ¢ 14%. Please
note, we do NOT manage long term funds by dipping in and out. However, if you do not have a good feel for
the short term, how are you going to know the long term? How often does your stockbroker or ‘financial
adviser’ say, you can’t tell what the stockmarket is going to do?

From a long term perspective, the (US) stock market enjoyed the 2nd longest Bull Run in history
— October 2002 to October 2007 (60 months). Historically, the average term of a bull market is
45 months. We forecast that the Bear Market, which started last October could last to the end
of the year and perhaps into 2009. The normal average term of a Bear Market is 15 months. It
may be longer this time due to the excesses of the last bull market.

As we have said in the past — do what Sir Alan Sugar would do — Buy Low and Sell High! It works. With the
surge in the values of commodities, particularly over the last year, we have been waiting, in recent months, to
put more cash to work in commodities, long term. It's better to wait for a dip than buy at medium-term highs.
There is more to saving than just the stockmarket — though you’d be hard-pressed to know that given that
many families’ and trusts’ funds are managed by stockbrokers and by the use of unit trusts, invested in stocks
and shares, recommended by (independent) financial advisers.

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 on what to do with pensions, ISAs, other investments etc over
the coming weeks in London and in the Northern Home Counties.

< Qur typical client has £300,000 to £3m in accumulated funds or cash (or they soon will have this amount
as, for example, it's currently in a business about to be sold or in property which is/are on the market).
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.

< \We advise trustees. The Trustees’ Acts now require rigorous regular professional review of assets. 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.
% 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 your
clients

v Telephone: Jonathan Davis BA MBA FCII AIFP FPFS on 0845 862 2919 or 020 7073 2919
v Or email: jdavis@ArmstrongDavis.com
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