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Look To BUY Bonds When The Fed Meets Next Week
Says Paul Schatz Of Heritage Capital

WOODBRIDGE, CT — JUNE 25, 2004 — The key to the market’s direction in July isn’t the June
30th Federal Reserve meeting or the handover of Iraq to the new government, but the days
leading up to June 30th, maintains Paul Schatz, founder and president of Heritage Capital, LLC,
an investment advisory firm based in Woodbridge, Connecticut.

“If the market sells off in the next four trading days, July should be a good month for stocks,
adding up to a great buying opportunity. If the market moves up strongly before the 30th, it’s
going to be a lot tougher to achieve a positive return for July. Regardless, there’s no significant
correction on the horizon between now and the election,” says Schatz.

Recent media reports cite four key reasons investors are waiting for the 30th to make investment
decisions:

1. The potential for the Federal Reserve to raise interest rates at its June 30 meeting,

2. The transition of power in Iraq on June 30,

3. Rebalancing of the Russell indices on June 30,

4. The pending release of corporate earnings reports.

But all four reasons are really irrelevant to market direction, according to Schatz.

“The Federal Reserve rate increase is pretty much a guarantee. The question is just whether they
raise the Fed Funds lending rate 25 or 50 basis points,” explained Schatz. “Regardless of what
the Fed does, it is not setting interest rate policy as much as responding to what is already
happening in the market. The bond market has already been decimated. From mid March
through mid May, interest rates went straight up. When the Fed finally raises its rate, longer term
interest rates overall should come down, creating a screaming buy in bonds.”

As for the June 30th Iraqi handover, Schatz says expectations are already built into current
market values making it non-event for the market. The absence of warnings on corporate
earnings indicates the quarter end earnings reports will be good, adding up to another positive for
the market. The Russell rebalancing will cause movement among certain stocks, but have little
overall market impact, he explained.
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“This is a classic case of buy on rumor, sell on facts,” said Schatz. “Waiting til after the 30th is
more likely to cost investors than produce any more certainty in the market.”

While Schatz expects the market to continue upward through the election, he anticipates the real
rally to follow the Democratic convention in Boston in late July. Those expectations mirror the
presidential cycle theory, in which the market typically stair steps upward during the last half of
the election year.

“There’s no reason to think July 1st is going to result in a better buying opportunity than we
could have in the next few days,” says Schatz. “If the market sells off;, it’s time to buy.”

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.
Hitt

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.

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
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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.



