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Emperor’s New Clothes

Momentum investing, long a staple in the commodity pits of Chicago, has now arrived full
force in the technology and communications sectors of the world equity markets. This has led
to tremendous price appreciation in those sectors over the past year and led the retail investor
to “pile-on” in the past three months (historically, such piling-on has indicated the end of a
sector’s or asset class’ out-performance).

During the past 24 months, established security analysis has been thrown out. Value
companies (which can almost be defined as all companies that are not technology or
communications related) are dirt cheap, many selling for less than 10 times earnings.
Comparing a company to a bond with the company’s earnings similar to the coupon, or
interest paid on the bond, today’s value companies are similar to a bond with 10% interest
rate. Many technology companies, on the other hand, are selling for more than 100 times
earnings, or a bond with a 1% interest rate.

Continuing the metaphor, why would an investor pay $100 for $1 of earnings when he can pay
the same $100 for $10 of earnings? That is because analysts today, more than ever before, are
valuing companies not on what they earn but on their capacity to grow earnings. Therefore, a
company that earns $1 but is expected to grow by 50% over a period of years is valued over a
company that can earn $10, year in and year out.

Using another analogy, that of automobiles, today’s stocks are not being valued by how fast a
car can go, but by how quickly a car can accelerate. The problem with this methodology is
that it is heavily dependent upon predictions of the future which are inherently inaccurate,
very susceptible to market psychology and most importantly, mathematically very risky. (For
the more mathematically inclined, this is because many analysts are valuing stocks, not on the
speed of the car, not on the car’s acceleration but its ability to increase its acceleration.
Mathematically, this is the second derivative of velocity and is very unstable.)

Estimating a company’s value by this method yields startlingly different results with only slightly
different inputs. Therefore, it should not be a surprise to anyone that Yahoo is down nearly 40%,
Amazon.com down more than 40% and AOL almost cut in half, all in the past two months.

We continue to look for more volatility in the markets this year.

Bob Henkel

Chief Investment Officer
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Disclaimer

Past performance is not a guide to future performance and the value of investments and the income derived from those investments can go
down as well as up. Future returns are not guaranteed and a loss of principal may occur.

This material represents the views of Weyland Capital Management LLC (WCM). Certain results shown herein reflect the reinvestment of dividends
and other earnings but do not reflect advisory fees, transaction costs and other expenses a client would have paid, which would reduce return. No
representation is being made that any client will or is likely to achieve results similar to those shown. Modeled, back tested, simulated and
hypothetical results are subject to high levels of uncertainty regarding future economic and market factors that may affect actual future performance.
Accordingly, such data should be viewed as merely representative of a broad range of possible returns. The data shown herein should not be
construed as providing any assurance or guarantee as to returns that may be realized in the future from investments in any asset or asset class
described herein and may not be representative of how we will manage any of our portfolios or allocate funds to such asset classes. WCM makes the
assumption that external data and studies are accurate, but can not and has not verified outside sources. WCM does not provide tax advice to its
clients and all investors are strongly urged to consult with their tax advisors regarding any possible investment. This document might include
performance results. Weyland results are after management fees and all transaction costs have been deducted, and reflect all discretionary client
accounts custodied at Charles Schwab & Co (12/98-Present). Weyland results are a composite figure: account performance dispersion has and will
occur due to client specific client cash and security holdings. The Average Balanced Fund return is an average of all balanced mutual funds tracked by
Morningstar (through December 2009) for each time period, and is before front-end and back-end loads. The Balanced Index "60/40" is a mix of 60%
S&P 500 Index and 40% Barclays Capital Aggregate Bond Index. YTD and Total Returns for Average Balanced Fund uses Balanced Index return for
current calendar year. The indices presented are for informational purposes only and are not directly investable. The volatility and holdings of the
indices shown may be materially different from that of Weyland's composite or single client portfolios. A balanced index is geared towards investors
looking for a mixture of principal protection, income, and capital appreciation, and Weyland considers it its primary benchmark. Weyland performance
figures are derived by compounding the daily IRR. All Index and Average Balanced Fund Return data is derived by monthly compounding returns,
unless otherwise noted. All performance figures include the reinvestment of dividends and income.
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