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growth stocks, but in reality, it is simply a selection of the 
most attractively priced securities we have found. And while 
that is how the Strategy could be characterized at the end 
of calendar 2009, that may not be how it will look in six 
months or a year.  
 
Portfolio Highlights 
On an absolute basis, for the fourth quarter the Strategy 
had positive returns in six of the eight economic sectors in 
which we invested (there are 10 sectors in total). The 
greatest contributions to returns came from the information 
technology (IT), healthcare, consumer discretionary and 
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While we understand the importance of retirement income, we also recognize that someone
may live for another 30 years, and that a baby born today will not matriculate for ano
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frequency trading funds, combined with headcount reductions across the investment 
community lends itself to creating buying opportunities for mispriced stocks. In our opinion, the existence of these 
inefficiencies also makes a strong case for active management within all cap equities, and against the use of 
exchange traded funds (ETFs). 
 
As we move beyond the market collapse and the recession, visibility of future economic and stock market activity 
remains extremely limited. The events leading up to and during the financial crisis, the seizing up of the credit 
markets, and the implosion of the housing market necessitated such drastic fiscal, monetary and regulatory 
measures that trying to make macroeconomic predictions is unwise, in our opinion. Thankfully, with a mandate to 
invest in many types of securities and equities of any market capitalization, we feel there are plenty of opportunities 
to make attractive investments.  
 
 

healthcare and IT sectors and its underweight to the consumer staples sector hurt relative 
overweight to the financials sector helped it. Stock selection in the financials sector 
hurt relative performance in the industrials, healthcare, IT and consumer staples sectors. 
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discretionary) and ION Geophysical Corp. (energy). The bottom 
individual contributors to performance for the quarter included Palm Inc. 
(IT), Weatherford International Ltd. (energy); Shaw Group Inc. 
(industrials), American Eagle Outfitters Inc. and Family Dollar Stores Inc. 
(consumer discretionary), as well as puts tied to the S&P 500 Index. 
 
Outlook 
We will continue to use the Strategy’s flexibility to seek out and invest in the most undervalu
and to take advantage of opportunities wherever they arise. For example, in our experience, small cap an
cap stocks have historic
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expect merger and acquisition activity to accelerate as corporate balance sheets are flush with
markets are functioning again, and the economy is showing signs of stabilization. Even mo
premiums have been high recently, averaging 56% above the recent share price of the 
compared to a 47% premium for 2008 and just 19% in 2001.  Additionally, we believe our a
information advantage and find undervalued companies is as strong as ever today. We feel t
of hedge funds and high-


