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Summary: Inmid-March of 2002 | undertook the first mgjor upgrade of the market timing model
used for dl Buy and Sdl Decisons. Thisisthefirgt significant upgrade of the model and was done to
keep it in synch with changing market conditions.

History: The Ruttr timing mode has been in use sincethe mid 1990's. 1t was originaly developed
using price data beginning in the late 1980's. Ruttr was very reliable in signding turning points
during the mid and late 1990's.  Somewhere during the middle of 2000, however, Ruttr’ s accuracy
began to decline. Both “Buy” and “Sdll” sgnas began to come late.

With the benefit of hindsight, it's now pretty obviousto al that abear market for U.S. equities began
somewhere around the spring of 2000 . At that time, the trading characteristics of the market began to
change. Trendsthat had previoudy lasted 3-4 months were now reversing after 3-4 weeks causing
Ruttr' s sgnds generaly to be late. Stop loss controls helped somewhat. With stop loss contrals, if a
fund's price declined by afixed percentage from its most recent high since it had been purchased, it
was sold.

The originad Ruttr combined with stops did an excdlent job of avoiding losses even when it was out of
synch with the market. But there have been severd opportunitiesthat | fed should have been
captured. | decided it wastime to re-anayze the modd and seeif it could be updated so that it could
better capture turning points in the markets, and by doing so, not just avoid losses, but generate gains
the way it had in the past..

Changes. Thefirg change | made was to shorten Ruttr’ s lookback period — the amount of historica
price data Ruttr uses to gauge the market’s momentum and make Buy / Sdll decisions. This lookback
period originaly was about 3-4 months which corresponded with the length of the cycles Ruitr was
trying to capture. The lookback period has now been shortened to about 3-4 weeks. Still, theideais
to match the lookback period with likely cydlic turning points.

The drawback to a shorter lookback period is the introduction of whipsaw trades. Y ou can see some
of these very short trades (often losers) in the charts of the new Ruttr modd in Figures 2, 4 and 6 on
the following pages. There was onein March and one in August of 2001. Unfortunately, there' sno
way around this. In order to make the modd more responsive, there will be whipsaw trades. Thetrick
isto find the best balance.

The second change | made was to make the modd moreindex specific. I'll explain. The origind
concept behind Ruttr was thet if you could identify periods when the broad market was advancing, it
was safeto invest in any type of stocks. The Russell 2000 was chosen as a good measure of the broad
market, because with 2000 companies, it contained a much larger group of stocks than the Dow or the
S&P. Also important, was that it wasn't heavily influenced by afew large stocks, asthe Nasdag is.

So the Ruttr model looked only at the Russdl 2000 to generate its signdss, which were then applied to
any funds, whether they were small cap funds (like the Russell 2000) or S& P 500 or Nasdag 100
funds.



In addition to shorter cyclical swings, the onset of the bear market in 2000 has also brought frequent
divergences among the mgor indices. They Hill usudly al go up together, but the Nasdagq and
sometimes the S& P 500 will break down much earlier than the Russell. So if we're going to be
trading index funds based on the Nasdaq 100 and S& P 500 in addition to the Russall 2000, it made
senseto look at using the Nasdag 100 and S& P 500 as the underlying indices for trading those funds.

Looking gtrictly at the numbers, there's not a huge difference between using sgnas from the three
different indices than using signds based solely on the Russdll, but there is an improvement. Even
more important, though is the fact that this make more common sense. And by doing it thisway,
there’ sno stop loss level that improvesthe model. (Though the stops will stay in there, for added
protection.)

Two important caveets. Firg, this analyss was based on smulated results. | take more precaution
than anyone | know to avoid curve-fitting, but that's dways a possibility. Second, | only had 1 %2
years of data on which to base my andysis. | would have preferred to have tested over alonger
period, but since the tone of the market changed in the middle of 2000, it would be counter-productive
to include any dates earlier than that in the analyss. Over the year and a hdf though, the system
generated about a dozen signals, which is a pretty sizable number and makes me confident that the
changes I’ ve made are appropriate and that the system is robust.

Signal History:

New Ruttr New Ruttr New Ruttr

Original Ruttr* Russell 2000 Signals S&P 500 Signals Nasdag 100 Signals

B, 06/ 15/ 2000
S, 08/ 14/ 2000
B, 08/ 31/ 2000
S, 09/ 26/ 2000
B, 12/ 29/ 2000
S, 03/ 12/ 2001
B, 04/ 30/ 2001
S, 07/ 09/ 2001
B, 10/ 15/ 2001
S, 01/ 30/ 2002
B, 03/ 13/ 2002

B, 06/ 01/ 2000
S, 07/ 21/ 2000
B, 08/ 17/ 2000
S, 09/ 18/ 2000
B, 10/ 31/ 2000
S, 11/ 21/ 2000
B, 12/ 08/ 2000
S, 02/ 09/ 2001
B, 04/ 09/ 2001
S, 05/ 30/ 2001
B, 08/ 01/ 2001
S, 08/ 08/ 2001
B, 10/ 04/ 2001
S, 01/11/ 2002
B, 03/ 01/ 2002
S, 04/ 03/ 2002
B, 04/ 17/ 2002
S, 04/ 23/ 2002

B, 06/ 01/ 2000
S, 06/ 27/ 2000
B, 07/ 14/ 2000
S, 07/ 26/ 2000
B, 08/ 14/ 2000
S, 09/ 08/ 2000
B, 10/ 24/ 2000
S, 11/ 16/ 2000
B, 12/ 08/ 2000
S, 12/ 20/ 2000
B, 12/ 28/ 2000
S, 01/ 02/ 2001
B, 01/ 10/ 2001
S, 02/ 09/ 2001
B, 03/ 30/ 2001
S, 05/ 30/ 2001
B, 07/ 19/ 2001
S, 07/ 24/ 2001
B, 07/ 30/ 2001
S, 08/ 14/ 2001
B, 10/ 02/ 2001
S, 12/ 03/ 2001
B, 01/ 03/ 2002
S, 01/ 14/ 2002
B, 02/ 27/ 2002
S, 03/ 25/ 2002

B, 06/ 07/ 2000
S, 06/ 26/ 2000
B, 08/ 17/ 2000
S, 09/ 11/ 2000
B, 10/ 20/ 2000
S, 11/ 10/ 2000
B, 12/ 08/ 2000
S, 01/ 02/ 2001
B, 01/ 03/ 2001
S, 02/ 01/ 2001
B, 04/ 10/ 2001
S, 05/ 30/ 2001
B, 07/ 31/ 2001
S, 08/ 10/ 2001
B, 10/ 03/ 2001
S, 12/ 03/ 2001
B, 03/ 04/ 2002
S, 03/ 26/ 2002

*These are unfiltered, unstopped signals.
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Figurel: '‘Old’ Ruttr applied to the Nasdaq 100
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Figure2: ‘New' Ruttr applied tothe Nasdag 100
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Figure3: ‘Old’ Ruttr applied to the S& P 500
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Figure4. ‘New’ Ruttr applied to the S& P 500
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Figure5: 'Old" Ruttr applied to the Russell 2000
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Figure6: 'New' Ruttr applied to the Russell 2000




Disclaimer

This memorandum is based on information generally available to the public from sources believed to be reliable. No
representation is made that it is accurate or complete. Certain assumptions may have been made in this analysis which
have resulted in any returns detailed herein. No representation is made that any returns indicated will be achieved.
Changes to the assumptions may have a material impact on any returns detailed. Past performance is not necessarily
indicative of future returns. The foregoing has been prepared solely for informational purposes, and is not an offer to buy or
sell or a solicitation of an offer to buy or sell any security or instrument or to participate in any particular trading strategy.
Windsor Financial Advisors, Inc. and/or their affiliates and/or key employees may have positions in, and may effect
transactions in securities and instruments of issuers mentioned herein. The investments discussed or recommended in this
report may be unsuitable for investors depending on their specific investment objectives and financial position. The price or
value of the investments to which these reports relates, either directly or indirectly, may fall or rise against the interest of
investors. Windsor Financial Advisors, Inc. has no affiliation with any mutual fund or investment management company
mentioned herein, nor has any mutual fund or investment management company reviewed or approved this investment
strategy.



