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Stock Market On The Death March!

Says Paul Schatz Of Heritage Capital

WOODBRIDGE, CT — January 13, 2005 — The stock market’s performance in late December, early
January has laid to rest any hopes that the bull market is quietly resting, says Paul Schatz, founder and
president of Heritage Capital, LLC, a registered investment advisory firm based in Woodbridge, CT.
Schatz advises investors to lighten up on their equity holdings, using any rallies over the next few days to
lock in gains and move to the sidelines.

“2005 is going to be a troublesome year for the market. Our best case scenario is a repeat of 2004 with the
first half down a little bit or unchanged. In our worst case scenario, the market will drop significantly in
2005,” said Schatz. “This is absolutely not the year that you buy a fund or some stocks and come back a
year later expecting to have made money.”

The market decline in the first week of 2005 sets a negative tone for the remainder of the year, regardless
of forecasts to the contrary, maintains Schatz. “The Russell 2000 index put in its worst showing in more
than 15 years, dropping 6% in the first week of trading. That’s weaker than 2001 and 2000, which were
horrific years for the market. We also had one of the weakest advance/decline lines that I’ve ever seen for
the first five days of the year.”

Schatz also believes sentiment is at a bullish extreme, another danger sign. “Investors are way too
complacent. People think the market is fine. But I see almost no hope of a big rally anytime soon. This
year is going to be about keeping what you have earned and trying to make a few dollars.”

Capital preservation is a key aspect of Heritage Capital’s investment approaches, Schatz said. In 2004,
the firm’s Exchange-Traded Funds program experienced the greatest gains increasing 5-6% after fees.
Heritage’s sector fund program was essentially even net of fees; the firm’s bond, gold and asset allocation
programs lost slightly.
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“The bull market will be back. When that happens, we want our clients positioned to profit from the up
move” said Schatz. “That means conserving assets when markets are uncertain so the funds are there to
make money in good times.”

For now, Schatz says there are very few areas he is willing to invest in. Sectors that are not economically
sensitive, such as pharmaceuticals and food stocks appear to have the most promise. Many stocks in
these industries have been decimated in recent months, creating low-risk value plays. He suggests
aggressive investors might consider shorting technology sectors such as semi-conductor stocks, which
have been trading poorly with terrible fundamentals.

2004’s gold and bond rallies look to be over and those asset classes are likely to remain in trading ranges
for some while, according to Schatz. Despite the Federal Reserve raising short-term interest rates, long-
term rates are continuing to decline, pointing to an absence of real inflation. As for the declining dollar,
Schatz says it’s irrelevant in terms of the stock market. “The dollar always gets a lot of play in the media,
but for the life of me, I can’t figure out why. If you go back and look at 1992-1993, the dollar was
pummeled to almost the same levels as today with no effect on the market.”

With that said, Schatz advises investors to take all forecasts of the market with a grain of salt.

“Forecasts are great fun to make, but when it comes to investing, you have to take the data as it comes
and make your investment decisions based on what is actually happening. Right now, indicators point to
further declines in the market. Next month could be a different story. The main principle of successful
investing is to control your risk. It’s a lot harder to make up losses than most people realize,” he said.

Heritage Capital LLC is a registered investment advisory firm that utilizes an active
management approach in its investment strategies. Active management seeks to take advantage
of market cycles to position portfolios in rising asset classes and avoid declining investment
classes by following market trends. Schatz has been active in the financial markets for more
than 15 years, including positions as chief investment officer for a regional advisory firm and
equities trader with Shearson Lehman Brothers and Cowen & Company.

Heritage Capital offices are located at 1 Bradley Road, Suite 202 in Woodbridge, CT.
Hit

Heritage Capital LLC (“Heritage””) composite performance results represent time-weighted
actual performance results for continuously managed Heritage accounts, which individual
accounts Heritage believes to be representative of its investment management process (i.e.
mutual funds and exchange traded funds) for each specific strategy during the corresponding
time period. The composite performance results reflect the reinvestment of dividends and other
account earnings, and are net of applicable account transaction and custodial charges, and the
separate fees assessed directly by each unaffiliated mutual fund and exchange traded fund
holding that comprised each account, and the maximum investment advisory fee that the
accounts would have incurred (by applying the Heritage’s current investment advisory fee of
2.00% as set forth in its current written disclosure statement) during the corresponding time
periods.
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Please Note: Past performance may not be indicative of future results. Therefore, no current
or prospective client should assume that future performance will be profitable, equal the
performance results reflected, or equal any corresponding historical benchmark index. The
historical index performance results for all historical benchmark indices do not reflect the
deduction of transaction and custodial charges, or the deduction of an investment management
fee, the incurrence of which would have the effect of decreasing indicated historical performance
results. The historical performance results for all indices are provided exclusively for comparison
purposes only, so as to provide general comparative information to assist an individual client or
prospective client in determining whether the performance of a Heritage program meets, or
continues to meet, his/her investment objective(s). A corresponding description of each index is
available from Heritage upon request. It should not be assumed that Heritage account holdings
will correspond directly to any such comparative benchmark index. The Heritage performance
results do not reflect the impact of taxes.

For reasons including variances in the investment management fee incurred, market fluctuation,
the date on which a client engaged Heritage's investment management services, and any account
contributions or withdrawals, the performance of a specific Heritage client's account may have
varied substantially from the indicated portfolio performance results.

In the event that there has been a change in a client's investment objectives or financial
situation, he/she/it is encouraged to advise Heritage immediately. Different types of investments
and/or investment strategies involve varying levels of risk, and there can be no assurance that
any specific investment or investment strategy (including the investments purchased and/or
investment strategies devised or undertaken by Heritage) will be profitable.

Information pertaining to Heritage's advisory operations, services, and fees is set forth in
Heritage's current disclosure statement, a copy of which is available from Heritage upon request.
Performance results have been compiled solely by Heritage, are unaudited, and have not been
independently verified. Heritage maintains all information supporting the performance results in
accordance with regulatory requirements.



