
This past year started out with a hopeful advance in investment
markets, only to be followed by continued weakness, especially in
the summer: July and September were nightmares no one wants
to relive.  The final quarter of the year recovered some of the lost
ground, but even that was diminished by a gloomy December.

This past quarter was notable for several key events.  The surpris-
ingly strong Republican Congressional victory probably raises the
odds for economic stimulus in the form of tax relief and other
investor-friendly features.  Look for an update on this in our mid-
quarter conference call in February.  The Federal Reserve lowered
short-term interest rates a further 50 basis points, reducing the
cost of capital spending and further diminishing the attractiveness
of fixed-income alternatives to equity investments.  And, the
Administration revamped its senior economic team in an effort to
show Main Street and Wall Street that it is serious about getting the
US convincingly out of its current slump.

During these recent months, we completed year-long efforts to
harvest the large tax losses suffered in client accounts.  We've
redeployed proceeds to position portfolios for future growth.
Meanwhile, losses can be warehoused to offset the gains we are
confident will be achieved going forward.

The Year Behind Us
It is very difficult not to be discouraged by the third year in a row of
general market declines…especially since 2002 was, significantly,
the worst of the three.  It would be easy to fall prey to the emotional

response that there is no prospect for recovery any time soon and
that, in fact, we're heading further downhill, at an accelerating rate.
Happily, investment markets have no memory.  Instead, they
reflect, in the aggregate, prices investors are willing to pay.
Eventually, the bargain prices for the real prospects of real enter-
prises are so compelling that the buyers come back.  The long-
term preference for equity returns has not been repealed.
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For now, many investors are waiting on the sidelines.  Equity mutu-
al funds have had net withdrawals of more than $50 billion during
the past year and even large institutional investors are holding very
substantial cash positions.  We don't expect all that liquidity to
come flooding back into equity markets; but it won't all stay
away…forever.  Moreover, the US, and the world's economy, is
growing.  That growth has to be reflected somewhere, eventually.

Recently, some of that liquidity has been reflected in growing real
estate values, especially in most residential markets in California.
Many clients have seen their real estate holdings increase in value
more than their stock portfolios have declined.  We have some
concern that these recent real estate value increases may be
somewhat vulnerable, particularly in very high-end homes, if the
economy fails to take on a more robust tone and, especially, if
interest rates also begin to rise.

To be fair, 2002 was not universally so grim as the popular index-
es would have you believe.  While still down for the year, small
capitalization value positions and, especially, emerging markets
suffered much smaller declines.  The only positive markets in 2002
were in the developing market arena.  And, as Tom Tracy details
below, overseas exposures, generally, benefited from the sizeable
depreciation of the dollar (the US export sector is grateful as well).
Consequently, most of our clients' portfolios (with sizeable value
and overseas commitments) produced much better results than
the common indexes, oriented heavily toward domestic, large cap,
and growth-focused stock holdings.

The Year Ahead
We believe that the probabilities weigh against 2003 as the fourth
year of general market declines.  The last time that occurred was
1929-1932: the big crash and the ensuing Great Depression.  The
current environment is nothing like that.

Still, there are several major threats, any one of which could bring
about a bad investment result for 2003: war in the Middle East, fur-
ther intransigence in North Korea, continued retreat by the "small
investor", and, of course, some new, dramatic terrorist attack.

On the other side of the ledger, we see several grounds for opti-
mism.  Consumer spending remains high in fact…to the surprise
of many prognosticators who predicted consumer exhaustion long
ago…and despite short-term drops in consumers' self-declared
"confidence". As we discussed in the 2nd Quarter Commentary,
action speaks louder than words.  Consequently, businesses must
eventually begin to spend.  Inventories are low and capital spend-

ing has been on hold for some time now.

Worker productivity increased over 5% in the third quarter and
GDP growth was at a solid 4% annual rate.  This used to be con-
sidered very good.  Interest rates and inflation are very low and
some form of economic stimulus (perhaps reduced dividend taxes,
lower capital gains rates, investment incentives, enhanced retire-
ment savings, etc.) is likely to emerge from Congress early in the
new year. 

So, while we can't foresee an unqualifiedly ambitious economic or
investment scenario on the near horizon, we do anticipate at least
a modest improvement in economic and market performance---
enough to justify our belief that broadly diversified equity portfolios
can produce 8 to 11% returns in the coming year.  But we expect
this to come with a continued high level of day to day, month to
month volatility.  While the eventual destination might be just fine,
the ride along the way could still be pretty rough.

Consequently, we continue to assist clients to carefully re-evaluate
goals and the returns necessary to achieve them.  The outcomes
run the gamut.  In some cases, clients have concluded that current
levels of market volatility are not only not comfortable but also not
necessary and have shifted larger parts of their portfolios to fixed
income and hedge positions.  At the other end of the spectrum,
some clients have added new cash or have increased margin posi-
tions to capture growth from current, "depressed" levels.  In most
cases, however, merely remaining committed to broadly diversified
equity asset classes continues to be most appropriate and often
now even more necessary than before because of the probable
upside opportunity from here.

Tim Kochis, Editor

Overseas Developments
2002 was a difficult year for overseas equity markets.  Fortunately
for US investors, the decline in the value of the dollar substantial-
ly softened the blow.  If not for the much forecasted and long await-
ed fall in the dollar, developed overseas markets, as represented
by the EAFE (Europe, AustralAsia and Far East) index would have
performed even worse than the domestic S&P 500.  EAFE was
down 26% in local currency terms while the S&P 500 was off "only"
about 22%.  But after adjusting for the effect of the dollar's slide,
EAFE fell far less, but still produced a chilling 16% decline.

Emerging markets, after turning in the second best in 2001, deliv-
ered the best relative performance among broad equity asset
classes in 2002.  The Morgan Stanley Emerging Market Free index
was off just 6%. (7% in local currency terms, demonstrating the
negligible impact of currency moves in these markets.)  A glance
at the manager performance table at page 7-8 shows that the
emerging markets managers we selected for clients' portfolios per-
formed even better.  Finally, international small cap stocks' per-
formance also helped cushion the impact of woeful performance in
the developed overseas markets.  The average international small
cap fund, as tracked by Lipper, was down 13%, ahead, in at least
a relative performance perspective, of EAFE, and domestic small
caps as represented by the Russell 2000, which were down 22%.  

While we are as tired of writing about relative negative returns as
you undoubtedly are of reading about them, we do think these fig-
ures highlight an important investment insight that we have always
encouraged clients to adopt: that diversification benefits are still
achievable overseas, and that the most powerful benefits will like-
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ly come from international small cap and emerging markets com-
mitments.  

Meanwhile, a number of political and economic events occurred in
2002 that may help buttress some of the longer-term expectations
we have for positive overseas investment results.  

An Enlarged European Union
One key development was the significant expansion of the
European Union (EU).  In December, ten new countries, mostly
from Eastern Europe, were invited to join the EU, bringing the total
number of to 25.  Currently, the expectation is for all ten to effec-
tively join the EU on May 1, 2004.  The new members increase the
population of the EU by 75 million people to a total of 450 million
and add 23% to its territory, according to the NY Times.  At approx-
imately $9 trillion, the combined GDP of the beefed-up EU is close
to that of the US.  Such a dramatic increase in the number and size
of the EU will no doubt raise a number of very tricky issues in areas
such as migration, adoption of the common euro currency, and,
especially agricultural support policy.

The hope of the new members is that deeper integration into the
EU through more free trade, and especially, more direct invest-
ment will help their economies continue to grow faster than the
other EU nations, and by doing so, make further progress closing
the significant gap in living standards that resulted from decades
of communist rule.

An important issue to watch is how the new EU addresses the
issue of agricultural subsidies.  The EU's current Common
Agricultural Policy has long provided large subsidies to farmers in
old-line nations such as France and Germany.  Those subsidies
threaten to retard the development of lower cost, but less subsi-
dized farmers in the new member states.  From a more global per-
spective, agricultural subsidies in the developed nations also
threatens to become a key stumbling block to making progress at
the Doha round of trade liberalization talks.  The poorer nations of
the world will be watching how the EU rationalizes its agricultural
policy for new members because those actions may serve as a
proxy for how the rich nations address worldwide agriculture down
the road.

The EU expansion also creates serious issues of governance and
administration.  Precisely to prevent the union from becoming
overly balkanized or worse, unmanageable, an EU constitutional
convention was begun in February of 2002 to address these
issues.  Memories of Irish and Danish rejection, if only temporari-
ly, of past EU treaties is aiding proponents of an "in or out" policy
for adoption of any new constitution that comes out of the conven-
tion.  This ultimatum approach is meant to preclude the potential
veto power of the smaller, and perhaps a few of the larger, coun-
tries in the EU.

The China Syndrome
On the other side of the world, China continues to exhibit the char-
acteristics of a rising economic power, while in Japan the sun
seems utterly incapable of rising again.  China's economy report-
edly grew again at a 7% clip during a year that concluded that
nation's first as a member of the World Trade Organization (WTO).
WTO membership did produce some tangible benefits for foreign
investors in China: tariffs were cut; financial services deregulation
advanced, with foreign banks permitted to accept foreign currency
deposits and foreign investors allowed to purchase publicly traded
shares and direct stakes in companies that were formerly off lim-

its.  Significantly, China continues to attract copious amounts of
foreign direct investment: $50 billion in 2002.

However, all of this positive economic news could not overcome
the generally very weak equity environment of 2002.  With the
exception of the Hong Kong traded "H" shares, which appreciated
17%, the rest of China's alphabet soup of equity shares, the "A"
shares, "B" shares (both Shanghai and Shenzhen), and "Red"
Chips and "P" Chips all posted negative returns.  The very exis-
tence of this array of equity ownership vehicles highlights the fact
that China is not yet very practical for portfolio investment.  One
foreign stock manager remarked in Barron's that China "...is set-
ting the building blocks in place.  It's going in fits and starts".  In
fact, many international managers prefer to gain exposure to
China via indirect "China Plays", non-Chinese companies that are
expanding profit margins by moving production there.

Elsewhere in Asia ex-Japan, economic growth was strong and a
few equity markets actually produced gains.  With the exception of
Korea, most of the countries in the black (for example, Pakistan,
Indonesia, and Thailand) are all pretty small in terms of market
capitalization, and Pakistan and Indonesia are, of course, subject
to significant geopolitical risk.  The upshot is that investors proba-
bly did not have much exposure to those few bright spots on the
international equity map.  Still, a broad emerging markets expo-
sure got some of that good news.

The other major Asian economic player, Japan, continues in a
deep funk.  Wages and prices have been falling for the last four
years, and GDP growth has been anemic.  The stock market post-
ed a negative result for the ninth time in the last 13 years.  All this
has left consumers wary and unwilling to spend.  Rising personal
bankruptcies only exacerbate these dour trends.  After a decade of
stop and start economic reform that has produced no sustainable
results, and particularly after the last four dreary years of defla-
tionary stagnation, international frustration with Japanese policy-
makers appears to be reaching a new high.  At this point, radical
---at least in the eyes of many old time members of the ruling 
LDP---banking reform and robustly reflationary policies may
become mandatory to finally turn the economy around and restore
international investors' faith in Japan's long-term prospects.  The
good news is that even a few such measures…if they are per-
ceived as credible…could spark a rally from the current dismal
view of Japan that almost all investors share.

•          •          •

Going forward, the consensus opinion is similar to that here at
home: after three down years of equity market performance across
the globe, the odds favor an up year.  But many observers also
now believe that European and Asian markets may require a sus-
tained turnaround in the US in order to produce good corporate
profits and positive returns in 2003.  While that may end up the
case, it's by no means assured.  Asia in particular may be poised
for continued growth regardless of the US because of its own ever
deepening regional economic unification.  The same can be
said…perhaps over a longer time frame…for the EU countries.
With the US dollar poised to gradually (we hope) erode even fur-
ther in value, the currency wind should remain at US investor's
backs.  Especially with that assist, we believe international equities
will reward our clients' continued commitments in these markets.

Tom Tracy
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Portfolio Construction Architecture
In lieu of our usual focus on specific investment managers, this
quarter, we spotlight, once again, our general approach to the
structure and implementation of clients' strategic asset allocations. 

The table below illustrates our present array of manager/fund
selections as well as the rough relative weighting of each manag-
er/fund within the equity asset classes and absolute return strate-
gy allocations.  There is considerable flexibility around these
weights, of course, based on clients' objectives and their specific
expectations and preferences. 

The Foundation. Since the purpose of the investment portfolio is
to augment the client's ability to reach personal financial goals,
each client's financial plan becomes the foundation of the portfolio
design process.  That allows us to identify the priority and timing of
each goal, as well as to quantify the amount of financial resources
required to realize them.  We analyze all of these factors in order
to determine the minimum return the client must achieve, and con-
sequently the risk they must accept, in order to have an acceptable
probability of attaining those goals.

Layers.  With that background, we help the client segregate the
total portfolio into distinct risk/return layers.  Generally, we'll set
aside enough resources for the high priority, very short-term goals
in cash and/or fixed income vehicles (perhaps laddered bonds or
bond funds).  Beyond that very low risk base, we'll coach the client

toward a broadly diversified "core" asset allocation (generally
heavily exposed to a variety of equity asset classes) for the
resources they need to achieve their longer-term, high priority
goals.  Any financial resources a client has in excess of what they'll
need to comfortably achieve those high priority goals can be
exposed to either much greater…or much lower…risk since the
high priority goals have already been addressed.  

The Core. The specific asset allocations that clients choose for
their core portfolios vary widely because of clients' individual goals,
resources, and general preferences.  Still, most of our clients have
some allocation to large and small capitalization stocks in the US
and abroad, as well as exposure to the emerging markets.  Clients
who want, and can afford, to reduce the risk posture of their core
portfolios may also have some exposure to durable fixed income,
real estate, and/or absolute return (hedge) strategies.

Diversification is the backbone of the core portfolio.  Since this
layer of the portfolio is meant to fund high priority, long-term goals,
it must be able to perform well over long periods of time.
Diversification is the best tool available for targeting the returns
required for this layer of a portfolio without exposing it to unneces-
sary risks.  Diversification takes place at several levels:

• Asset classes: We coach clients to avoid the risks asso-
ciated with too much exposure to any one asset class,
while allowing the portfolio to enjoy the benefits of the
return opportunities provided by a variety of asset class-
es over time.
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• Investment vehicles: We generally use broadly diversi-
fied managed accounts or mutual funds in any one asset
class.  In the absolute return area, we use a "fund of
funds" approach.   These types of investment vehicles
provide wide diversification opportunities at relatively low
costs.

• Investment style: Historical data demonstrate that
"growth" and "value" investment styles have produced
very similar results in the large cap arena over the long
term but with periods of substantial ascendancy of one
style over the other in the shorter term. Accordingly, we
equally weight these styles in clients' domestic and devel-
oped overseas large cap allocations.   In contrast, the
value style has historically far outperformed the growth
style in small caps over the long term...but not, of course,
at all times during shorter-term periods.  We tend to
weight the domestic small cap allocations accordingly:
about 75% to  "value" and 25% to "growth".  

The data on "value versus growth" is not very robust in
small cap overseas or in emerging markets investments.
Moreover, since these allocations in clients' portfolios
tend to be small, relative to the other classes, we do not
yet attempt to distinguish between growth and value
there.  But things could change over time. 

• Manager style:  To exploit market efficiency at low cost,
we tend to give indexing or passive management strong
weights in the large cap domestic market.  However,
since active management can provide added value in the
less efficient markets, where reliable information isn't as
robust or as well digested by a multitude of market par-
ticipants, we tend to hire active managers with convincing
investment strategies.

• Manager diversification: In any one asset class or invest-
ment style, we select a sufficient number of managers to
minimize the risks of any one manager's idiosyncrasy
while achieving exposure to a variety of active manage-
ment strategies. However, we also aim to keep the total
number of managers small so that each manager can be
expected to make a material contribution to overall per-
formance.

• Tax Efficiency:  Finally, since most clients have both tax-
able and tax-deferred accounts, we select both highly tax-
efficient funds and those that are less so, and place them
accordingly in order to optimize aggregate net returns.

On-going maintenance.  Of course, merely building the portfolio
is not enough.  Over time, asset class weights shift as a result of
changing market conditions, and resources may be added to or
withdrawn from the portfolio.  Further, new managers will impress
us, while current managers may disappoint, or change their strat-
egy or their investment team. We continually monitor the portfolio
and the managers we hire to operate within it.  We'll thoroughly
rebalance the portfolio at least once a year, or more frequently as
cash flows into or out of the portfolio or when we make a manag-
er change.  Both tax efficiency and minimized transaction cost are
key elements in these efforts.

These portfolio design, implementation, and monitoring techniques
reflect our best thinking about initial and ongoing portfolio opti-
mization.  We know that the investment markets have been
painfully disappointing over the last three years, but want to remind
clients that we've built their portfolios to perform over the span of
their investment time frames.  Despite the negative market returns

and heightened volatility that we've experienced since 1999, we're
pleased that the multi-level diversification techniques we've
employed in clients' portfolios have significantly lessened the blow.
We continue to be confident that, over time, clients will be reward-
ed for maintaining their fundamental, diversified strategies.

Sandi Bragar

Asset Protection and Identity Theft
Some of our clients have expressed an interest in taking further
action to protect their assets from a variety of threats and we have
been reviewing what all clients should do to deal with the particu-
larly nasty new threat of "identity theft".  Here's a quick overview of
our current thoughts.

Major categories of asset protection are:
• Domestic or offshore "self-settling" trusts

• Dynasty trusts

• Insurance

• Adopting appropriate "business" entities:  partnerships
and corporations

• Qualified retirement plans

• And, of course, plain old vigilance

Consideration of asset protection strategies should take into
account how important the protection is.  For clients with substan-
tial assets, larger than necessary to meet the client's crucial objec-
tives, protection of the entirety is probably not cost effective.  The
administration and tax costs of many asset protection approaches
may not be worthwhile to protect assets that could be lost without
damage to the client’s lifestyle…especially when the probability of
such a loss is very low.  Such clients may need little or no insur-
ance and can usually benefit from choosing very high deductibles.  

Judgments against assets can result from business-related cir-
cumstances or from personal activities.  These can be profession-
al malpractice, errors and omissions, bankruptcy or other creditors'
claims that look to clients' personal assets.  Further, claims can
arise from greedy children, opportunistic friends, divorced spous-
es, jilted life partners, or neighbors and guests hurt on clients'
property.  Clients also worry that gifts to their children may be lost
if that son or daughter is married to a ne'r-do-well or goes through
a divorce.  And, of course, assets can be lost from fire, from fraud,
and from theft.

The increasingly litigious environment makes some people feel
vulnerable to suit.  Some fear that the legal system isn't making
judgments that reward rationality or responsibility, and that juries
and judges, are at best, unpredictable.  Clients don't want to risk
being defendants in this system, particularly when identified as
part of the favored "wealthy" class.  Using appropriate trust or part-
nership vehicles, clients can reduce their profile and thus become
less of a target by reducing the public's ability to know whether
they have substantial assets as well as reducing the ability to
reach those assets in the event of an actual judgment.

Clients cannot wait until they are hit by a judgment before they
decide to transfer assets.  Transfers of any assets away from the
owner must be done before there is an incident---this is true for a
trust, for a corporation, a partnership, or a gift. 
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Insurance, especially casualty insurance and umbrella liability
insurance, is often the answer.  You could even consider life insur-
ance, long-term care, health, and disability insurance as protecting
assets since their benefit payments defer the need to use other
resources.

Identity Theft
Stories of identity theft are primarily about loss of credit, the kind of
asset that heretofore has been only a very remote consideration
for people of substantial income or assets.

The major effect of identity theft is loss of time and the hassle of
cleaning up the record - which in some cases has taken years -
and then the pain of proving to some new lender that you are cred-
it-worthy.  In 2001, according to the Identity Theft Center at
www.idtheftcenter.org, more than 700,000 people were victims of
this kind of fraud.

The number one rule of avoiding identity theft is to decline to pro-
vide your Social Security number, your birthdate, or your mother's
maiden name to anyone that you don't intend to create a confi-
dential, privacy-protected relationship with.  

Further, to foil the criminal, you can take the following, more elab-
orate steps:

• have mail delivered to a box that cannot be opened with-
out a key

• after paying bills, file receipts or run them through a home
shredder

• take outgoing mail to the US postbox rather than leaving
them on the home box for the mailman

• secure multiple accounts using a system of different
passwords (a thief will be in heaven once a common
password is discovered)

• hire a professional to set up a firewall in your home and
business computers and password protect your PDA

If you find yourself a victim of identity theft, you should contact the
local police, major credit card bureaus, and the Federal Trade
Commission (877-ID-THEFT)---ID theft is a federal crime.

Credit Checks.  You can check to see if you are a victim by
periodically getting credit reports from the major credit review
agencies.  Currently, these are Experian (888-397-3742), Equifax
(800-685-1111), and Trans Union (800-916-8800); each has a
website and each provides one credit report a year at the modest
cost of $9.  We'd be happy to review these reports with you, to look
for requests for credit checks from unknown entities, names of
unauthorized credit cards, increased level of credit checks, any
new accounts, and balances existing on "lost" cards.

You can also subscribe to a service that regularly checks your
credit reports, provides firewall software, and assists with fraud
resolution plans.  The Wall Street Journal recently listed the fol-
lowing related websites:  identityfraud.com, promiseplans.com,
privista.com, truecredit.com, privacyguard.com and intersec-
tions.com.  We would be happy to review these offerings, each of
which offers a slightly different service and tends to charge about
$100 per year.  Should you decide to use such a service, bear in
mind that it can't be a complete substitute for your own vigilance.

Linda J. Fitz
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Kochis Fitz 
Wealth Management Book

Early in 2003, our first book on Wealth Management will be

published by CCH.  Many members of our planning staff

contributed to this effort to present what we believe will be

the industry's best, most current (and maybe even the

first) comprehensive treatment of financial planning and

investment management for an elite clientele.  Our clients,

of course, will be the first to receive copies.



3 Years
4th Quarter 12 Months Annualized

2002 to 12/31/02 to 12/31/02

Short-Term Benchmark Index: Lehman Brothers 1-5 Year Gov/Corp Bond
(Taxable) Benchmark Fund: Vanguard Short-term Bond Index 1.3% 6.1% 7.9%
* DFA Two Year Global Fixed Income 1.0% 5.3% 6.0%

Vanguard Short-term Corporate 1.3% 5.2% 7.2%

Intermediate Benchmark Index: Lehman Brothers Aggregate Bond
(Taxable) Benchmark Fund: Vanguard Total Bond Market Index 1.5% 8.3% 9.4%
* DFA Five Year Global Fixed Income 1.3% 10.4% 7.6%
* PIMCO Total Return 2.4% 10.2% 10.6%

Merger 3.5% -5.7% 4.2%

Intermediate 
(Tax Free) Benchmark: Morningstar Muni CA Intermediate Category Avg.   -0.7% 7.7% 7.5%

Vanguard CA Insured Intermediate Tax-Exempt -0.6% 9.2% 8.1%

Benchmark Index: 60% Wilshire 5000 and 40% Lehman Brothers Aggregate Bond
Benchmark Fund: Vanguard Balanced Index 5.2% -9.5% -4.9%

Dodge & Cox Balanced 6.4% -2.9% 7.2%
Vanguard Asset Allocation 9.5% -15.4% -5.6%

* Kochis Global Diversified Investors, L.P. -1.4% -6.9% -4.0%
* Undiscovered Managers Multi-Strategy Fund 0.6% N/A N/A
* Lighthouse (On-Shore) 2.1% 7.5% 9.4%
* Lighthouse (Off-Shore) 2.2% 6.7% N/A
* Treflie (On-Shore) 2.0% 1.2% 8.1%
* Treflie (Off-Shore) 1.5% 0.6% N/A

Index Benchmark Index: S&P 500
Benchmark Fund: Vanguard Index 500 8.4% -22.2% -14.6%

Schwab 1000 7.9% -21.1% -14.0%
Large Cap ETF (SPDR)/Index (Schwab S&P 500) 8.4% -22.2% N/A

Value Style Benchmark Index: S&P 500/BARRA Value
Benchmark Fund: Vanguard Value Index Fund 9.9% -20.9% -9.6%

Berkshire Hathaway -1.6% -3.8% 8.8%
* DFA Large Cap Value 6.2% -14.9% -0.9%
* DFA Tax Managed Marketwide Value 6.0% -27.2% -6.4%

Benchmark Index: MSCI EAFE
Benchmark Fund: Vanguard Total International Stock Fund 6.9% -15.1% -17.0%

Growth Style
Artisan International 4.4% -18.9% -15.2%

Value Style
Longleaf Partners International 5.9% -16.5% 5.1%

Continued on Next Page

* PREFERENTIAL ACCESS THROUGH KOCHIS FITZ
Sources: Information from sources that we believe to be reliable.
Returns are stated net of managers’ fees, but before Kochis Fitz fees.

QUARTERLY RESULTS: 4th QUARTER 2002

FIXED INCOME

BALANCED

CLASSIC HEDGE
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3 Years
4th Quarter 12 Months Annualized

2002 to 12/31/02 to 12/31/02
Short-Term Benchmark Index: Lehman Brothers 1-5 Year Gov/Corp Bond 3 Years

Growth Style Benchmark Index: S&P Small Cap 600/BARRA Growth
Benchmark Fund: Vanguard Small Cap Growth Index Fund 5.1% -15.4% -5.2%

* Brazos/JMIC Small Cap Growth -0.7% -31.1% -12.9%
Navellier Aggressive Growth -11.1% -36.4% -17.1%

Value Style Benchmark Index: S&P Small Cap 600/BARRA Value
Benchmark Fund: Vanguard Small Cap Value Index Fund 4.6% -14.2% 5.9%

* AXA Rosenberg US Small Cap Institutional 3.0% -5.5% 3.3%
* DFA Tax Managed US Small Cap Value 5.9% -18.7% 3.3%
* DFA US Small Cap Value 6.3% -9.3% 6.7%
* Longleaf Partners Small Cap [Closed] 8.4% -3.7% 4.6%

Benchmark Fund: DFA International Small Company Portfolio 2.1% 1.9% -4.8%
* Liberty Acorn International 3.3% -16.1% -19.1%

Benchmark Index: MSCI Emerging Markets Free
Benchmark Fund: Vanguard Emerging Markets Index Fund 10.4% -7.4% -13.3%

* Brookdale Global Opportunity Fund 5.2% -2.6% N/A
* Oppenheimer Developing Markets 12.7% -1.6% -4.2%
* SSgA Emerging Markets 7.6% -5.0% -12.6%

T. Rowe Price Emerging Markets 9.9% -4.9% -12.9%

* PREFERENTIAL ACCESS THROUGH KOCHIS FITZ
Sources: Information from sources that we believe to be reliable.
Returns are stated net of managers’ fees, but before Kochis Fitz fees.
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