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Editor's Note: The newsletter serves as an appropriate vehicle
to underscore our views on market conditions. Our clients will
recognize the comments contained herein, but we feel strongly

that they bear repeating.

|"rcrr investors, the current

uneasiness with equities—
specifically driven by a distrust of
analysts, corporate directors and
auditors, international trade
disputes, and an unstable geo-po-
litical landscape— is overshadowing
a budding economic and corporate
recovery. While trust has been
shaken, the economy does continue
to improve, aiding corporate profits,
which will ultimately drive stock
prices upwards.

WE HAVE SEEN THIS BEFORE

Corporate accounting scandals
have rocked investor confidence in
financial markets. This is not the
first time that an excess of greed
during an economic boom has
resulted in corporate malfeasance,
We are reminded of the much
larger and more significant savings
and loan scandals of the 1980°s

which our political system and
economy corrected and absorbed
without residual damage to the
capital markets. Now, as then, it
will take some time. By the first
guarter 2003, we can look forward
to the establishment of new ac-
counting rules with most scandals
exposed and remedied.

THE THREAT OF TERRORISM
The war on terrorism presents a
perplexing question: How will we
define victory? The current un-
stable geo-political landscape is
unlike the Persian Gulf War where
one could confidently predict the
outcome and, consequently, the
markets rallied during hostilities.
This uncertainty has a negative
effect on the markets, although
there is a large stimulative effect
on the economy from the current
build-up in defense spending.
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