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A Year-End Letter from Brian Friedman

Dedyr vestoy,

January 2.-200Y PAAYIRS U 10th ;mmiu'ﬁr.ﬂ;ar@ with GHP linvestment A0VLSorsS, nc. {c:‘.‘TH'PIA). THLS

l lll B I: &, g i = L -~ "II.H:I

past decade was one of the most volatile on récort for all categories of nvestments tncluding bonds,
ctockes, veal estate and commodities.

Mu first uear with GHPLA coincided with the final year of the dot.com bubble. Many Df pUr 5L}awt5
Will recall that we avoided sionificant exposure to internet ana technology stocks duriing this pe-
Aod. To some this seemed foolish as the bubble reached ever nigher hetghts. The subsequent crash
and recovery, NoWever, vindicated our conservatism.

owne of the principles that guided our thinking (and continues to guide our decisions) during the

= ’ . 5 1 St /=
bubble years was a disciplined focus on stock valuation raclos cuch as Price-to-Earnings (P/E),
e 1 ; P i ; oy b fis . .--|II & “+
Priceto-Book value (B/BV) or Price-to-cash Flow (P/CF). The very hign Level of these ratios tn 1999
L y Tk Iﬁ r - 5 i ~ | |
nelped us steer clear of internet and technologly stocks Ana tilt our portfolios toward swaall cap
stocies.

| | , , I .
OF couree, avoioing the internet bubble and other overvalued stocRs did not prevent Losses AUrLng
tlf.lf* erach. Thls was TnﬁrtLrJ.HLﬁrL@ triee Lia the ﬂftﬁrmﬁth E]C the EE‘P‘CEMEEF 11, 2001 teyrorlst mtjcmcl*:zg
i H Lvli s ‘ Lde | fa ther covApRIALES LA
and the accounting scandals swirling around Ewnrow, Wﬂru:iue:}m#:{md E.aivh,rﬂ[l, othe ;:,P ks
~n01 and 2002, Stmailay to the current erisis, Lnvestors Lost aaw{adamaﬁ L the VEry vasie TOWNAA-
tions of our financial system such as audited flnancial statements ano mechantems of corporate

@E}UE VILAWCE.

# e b , 138
Althouah our portfolios declined durting the 2000-2002 crash, thelr recoveries were robust as contt
dence H:, the ﬁmm netal markets was graoually vectored. hwn other worols, GHPLA 'PE}'Ft'FQLLEJ'E. vei&u’arad

= il o . g : = I.-.l : § | ¢ -~ ._. I,.""l,."'.__ ng{m_
nicely desplte the fact that internet ana technologly StOCRS WEVEY raa.ﬂiﬁred. Tne Long-térm T

U o F o~ A " - " b J- II'_|I 2
mentale of the stocke market remaained tntact despite Lost Lnvestor Cong Loence Ln the short rn.

Confidence tn 2000-2002 wWas ot vestored automatieally. Two ELEWLEM; #'wf,ralwitir:,ﬁ{ to flna wchL
and economic recovery during this pertod. The first was a gradual T’EQLLEH-IJC[:EJUL!tHﬁ? amfg a EI.-"rLrL.'.::lLL Wr_
nority of public companies oamed the financial FEP{}FELM@ zﬂxgtam. To put it ngbpwH, chere were a::ig
a few Envons and Worldeoms, not A stock market fillea ‘uzv’ttlﬁ them. :SEGB@E{RE-, Es-w@rjsf Pﬁ:%k:
the Sarbanes-Oxley Law regulating the accounting profession, EQF‘ED?JEEE @avﬂrwﬁwc;e mbw Ljua;pmj-hj
fnancial reporting. These two factors allowed investors to restore thelr aze upon the basile tunaa

mentals of investing such as earnings and balance sheets.

In the aftermath of the internet bubble’s collapse, the economy turned downwara. The FEG’!EFTHHL rla.a-

serve pushed short-term interest rates to very Low Levels. Alawn Qreenspan. was r%{mr::avjw&d that a

combination of a declining economy and Low Lnvestor confidence would Leaa to LLc:aL;x:ustJd Eifaﬁiﬁ

and deflation. To prevent this dire scenario the Feo Lowered Lnterest rates from 6.5% Ln 2000 0 Lo

by 2002 and held it at very Low Levels until Late 2005. I:
CONTINUED ON PAGE 2 |
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rather than experiencing a dearth of Liquidity, the Fed createa 2 Liquidity 'ﬂul?hte. This time the
funds were channeled into real estate and commodities rather than techinology mvez.t:mmtg. Ownce
aonin we stuck to our risk disciplines. As valuations in the real ﬂﬂtﬂtﬂxﬂwd mm»:wfmt;j Qreas rose,
wE recluced ouwr exposure to these Linvestments. MOreover, we f.s:*-LLw?f a policy of avoiding FELQML'FLC.H nt
Lios or Lnvesting Lin highly Leveraged compantes and sectors. \We believe Leverage

Leverage n ouy portfollo g
H b ! - 3 J._r & & +_
multiplies Lnvestment returns during good thmees, but can lead to devastation tn bad thmes (as Lt Ls

; : ; e ey
now). Usting Leverage to try to “time” the economy ov the mariet Ls a very rL%PEE Lmuastml;kmﬂjt ;*Erﬂ Eﬂg
due to the inherent unpredictability of ecomomic cyeles. Moreovey, Leverage Ls easy to o jcﬂi[m L gc}ﬂd
times, but difficult to wawing L bad tiwes, Lehmawn Brothers, Bedr Stearns, AlG, GLtLEj;ﬂH]ﬁ AW

! I ls v L LCL ut s - wmoled thelr
coldman Sachs should have Rnowwn this very simple principle, but short-térm oreed clouned the

jwig WALENE.

< on rick factors such as valuation, leverage, operating risrs, ECONOMALL

Decpite our continued focu , r i
; folio, our client equity portfolios nonetheless

risies andl other potential pitfalls in an lnvestment pore L :

, e D

declined during the brond based warket debacle in October and November. \we believe that this perviod

et ' ' sl 1 . SUre, our

of time will prove strmilar to ouy experience AurLing ifhﬂ Last EFH‘,:;L:’I Kroen ir:u:}f;l thmug.irt 2@0;2 :E;H I:mw E
portfolios declimen, but our portfolios are tnvested Ln areas Witv solld fundamentals ane r:ﬂf L

I ' LOALTL | | : ' | L estate, cone-
losses. We are ot exposed Ln any stonificant way to the r&r:tawt oubble areas guﬂleﬂf 515. real es -

modities or highly Leveraged financial institutions. Tnese bubble sectors are unlikely to recover thelr

' ’ i < S Liad 2w As ot ECEOrS YECOVEY.
losses s confldence Ls vestored. In SOMLE CASES, Losses may contlinue eVen as otnér SECtors

Fa . . _II:.-_
Awnother stmilarity with the Last crash will Likely be the factors that Lead to restored Lnvestor contt
4 # # . o Ay F i
dence. First, only a small fraction of Tinancial tnstitutions Lneurved Laroe short-terw Liabilities that
1 e 0ssets. Our analysis of bawnk balance sheets indicates that

theu Lnvested Ln Low quality, long-te 1 ’ , sere
2 1 . £ ~ -]- -

most of the banking system will prove cownd as the dust settles from this bank panie. Stllar ; L

widespread fear vegarding corporate accounting tn the wake of the Bnron and Worldcom scanaats,

only a small percentnge of financial instititions will prove guilty of excessive Levernge and Lending
e bt . # F i f :I : .i_ .J_ & I. t LII.LI"H'
stupldity. Second, the government will step i to regulnte the E{L?HEEE without .:;:lagLr;n(Liji@ the sys :et -
Thic has abwaus been the case with the long history) of financinl market regulation the Unt i
| alipve e wi e 1 ’ ’ " Ll get t oin t
States and | believe it will prove to be the case onte AgaLn. FLWH%LH, the econormy erL @f’, qu::iu:jmr €
current recession (despite its aﬁuarLtU] cetting the stage tor continued recovery, JUst as Lt did L 2001

aingl 2002.

8 i i - # - ’ T J

MUY entire caveer with GHP havestiment AAVisors NAs been pevoted to mem%:t.ng oY HF}LLLt[d %) ILF; m;.:?tgjzﬁ

k. We will continue to study and Learn from recent markeet events to Turtner refine pur ability to

‘ - Ea F - & - .F-J_

analyze and manage ek, Despite this effort, however, it will continue to be a trutsm that the bLggest
: o il |

risks will ﬂ{-‘tﬁw ve the warﬂdiatmhtﬁ things we camnot kewnow, rather thaw the maueh ey dalley mumier ﬂf

things we can Rwow and predict. Thic ic an inherent characteristic of the future. It s wnknowaole

- ¥ - ¥ _I': "
until we get there, That is why Lnvesting always requires an element of faith.

wWe contlinue to believe that the future Long-term tm_ief:tﬂrkj of the Alimﬁriﬂﬁw andl @Laiﬂ;ﬁ:{L Ecﬂw.?miﬁs LS
toward continued growth. We believe that the current vecession LS just that-a recasglmm, ot fhe jif
cline of the Awmerican emplre, not the COMEUPPANCE of the Am}ﬁrir:ﬂmlmm%umaﬂ oY tﬂihuﬁﬂf?fmg o1
the American financial elite. We certainly beligve that recessions relgw L EREEE:LJ:T Ibwt that L;::.F’Lftr{. Qf
every recesslon not just this one. \we thinie that when 2009 cones to @ J:Le::'i;-ﬂ we Will have seen stonifi-
cont Lmprovements tn the flnancial markets, the economy) andl everyone’s mood. |

HHPF‘L’] New Year!
é/v\/-/

Bridn Friedmitn
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Meet our new team members

In Spring 2008, the GHP Investment Advisors, Inc. team expanded to include three new employees: Mike
Sullivan, Greg Nikolayevsky, and Chris Saliba. It is our pleasure to introduce these new team members and
explain their roles.

Mike Sullivan joined GHPIA in April, 2008 as an Equities Trader and Junior Financial Planner and reports to
Carin Wagner. Prior to this, Mike worked at Compass Brokerage as a Junior Broker. He brings eight years
of investment experience to GHPIA. Mike earned his BA in Political Science from Colorado State University
and has recently completed his Certified Financial Planner coursework from Boston University. He holds the
Series 65 license.

Greg Nikolayevsky joined GHPIA in May, 2008 as an Investment Operations Analyst and
Equities Trader. He reports to Carin Wagner. Greg has three years of experience in financial services and
investments. Prior to GHPIA, Greg worked in equity compensation at Fidelity Investments as a member of
Fidelity Stock Plan Services in Boston. Greg earned his MBA from Boston University in 2007, and a BS in
Business Administration - Finance from the University of Colorado in 2003. Greg also holds the Series 65
license.

Chris Saliba joined GHPIA in May, 2008 as a Client Liaison and reports to Sommer Vincent. Chris is re-
sponsible for opening new accounts, handling money movements and other account related requests, and
arranging portfolio reviews with Brian and Carin. Previous to his work here, Chris worked at RBC Wealth
Management. Chris earned his BS in Business Administration - Finance from the University of Colorado in
2007. He holds the Series 65 license.

As for the rest of our team, our responsibilities have remained largely the same. Bob Hochstadt and Steve
Levey are both involved in the financial planning process and business development. We are often able to
leverage their CPA knowledge and expertise. In addition to running the firm, Brian Friedman oversees the
investment process, including security selection and analysis. He also spends time with clients reviewing
their portfolios. David May is responsible for managing the fixed income portfolios and compliance activi-
ties. Carin Wagner manages the trading team, the financial planning process, and also reviews portfolios
with clients. Sommer Vincent oversees client relations and 1s responsible for gaining further insight into the
lives of our clients.

It 1s our belief that the more vou know about each of us and the roles we play, the easier it will be for you to
connect with the right person when you have a particular question or issue. We also believe that in order to
provide true wealth management we need a complete understanding of all that affects vou financially. We
gather this information during the financial planning process and throughout our relationship with you, but
intend to make this a regular update. Over the course of 2009, please expect Sommer to reach out to each
of you to gather pertinent financial information, such as balance sheet, tax, and income data, so that we are
properly equipped to manage your portfolios.

MarketiSummary,

Index Q42008 SCRD g ocndaDA:

trial Total Return &
DITA Total Return® -18.39% -31.93% | NASDAO Composite.

Provided by Thompson
NASDAQ -24.27% -40.54% §  Financial Company as

S&P 500* -21.94% -36.99% | 123108
S&P 500/Citigroup Growth -20.24% -34.92% | S&P Returns: Standard

& Poors (J
S&P 500/Citigroup Value 23.83% 0%

; Zins & Poor s Reporis
S&P MidCap 400/Citigroup Growth -26.01% -37.61% §  pocember 2008 Index
S&P MidCap 400/Citigroup Value -25.13% -34.88% | Returns. Press Release.

S&P SmallCap 600/Citigroup Growth -25.91% -32.95% | *Dividends Reinvesied.
S&P SmallCap 600/Citigroup Value -24.52% -29.51%

GHP Investment Advisors, Inc.
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Key Financial Ratios for Domestic Asset Classes

__ Over/Under | Over/Under
Asset Class 2008:Q4 P/E Benchmark Valuation 2008:Q4 P/B Benchmark Valuation
Large-Cap Growth Stocks 12.34 27.0 -54.3% 2.48 5.7 -56.5%
Large-Cap Value Stocks 24.62 20.2 21.9% 1.37 2.5 -45.2%
Mid-Cap Growth Stocks 12.18 24.8 -50.9% 1.80 4.5 -60.0%
Mid-Cap Value Stocks 20.98 19.1 9.8% 1.14 2.2 -48.2%
Small-Cap Growth Stocks 14.55 23.2 -37.3% 1.61 3.5 -54.0%
Small-Cap Value Stocks 75.08 18.2 312.5% 1.04 2.1 -50.5%

*Please note that the P/E data reported above are based on “as reported” earnings information rather than “operating” earnings. “As
reported” earnings include one time write-offs whereas “operating” earnings reflect the profitability of a company as a going concern. We
believe P/E’s based on operating earnings are a better long-term valuation indicator, but Standard and Poor’s does not report this informa-
tion for the style indexes used in our calculations. Amid economic recession, declining earnings impact price-related ratios and “as report-
ed” earnings can be significantly lower than “operating” earnings (particularly in the Value segment of the market) due to large write-offs.
As a result, the P/E ratios listed above are higher than they would be using “operating” earnings for the denominator. To address this issue
we have included Price to Book Value (P/B) data, which are less affected by the impact of declining earnings and large write-offs.

GHP Investment Advisors, Inc. benchmarks are based on proprietary discounted cash flow models. P/'E and P/'B data provided by Bloomberg L.P. as of (01/05/109,

Quarterly News is published as a service to our clients and other interested parties. The information within is not intended as investment advice.
lo update vour address or to request additional copies of Quarterly News, please contact Sommer Vincent at (303) 831-5033.

GHP Investment Advisors, Inc.
Registered Investment Advisor

1670 Broadway, Suite 3000
Denver, Colorado 80202

P 303.831.5000

F 303.831.5082
Invest@GHPIA.com
www.GHPIA.com
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David J. May
Analyst

Carin D. Wagner, CFP~
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Sommer C. Vincent
Client Relations Manager

Mike Sullivan
Financial Planning Assistant

Greg Nikolayevsky
Investment Operations Analyst

Chris Saliba
Client Liaison
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