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ARIA Global Commodities: A
‘Gap Filler’ strategy as opposed to
a stocking filler! We hope to re-
launch our 5-6 year commodity
linked structured investment as
soon as pricing allows. This
commodity PLUG-IN allows brings
non correlated asset class benefits
to their existing portfolios.

ARIA Global Real Estate

Momentum Tracker+:

This Plug n Play global real estate
asset proposition offers exposure to
the worlds largest real estate market:
(Asia, US and pan European) with
participation over 100% and a
momentum feature to rebalance in
favour of the best performing market.
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ARIA Global 7 Diversifier (G7D)
This capital secured multi-asset
onshore (FSA-regulated, listed)
structure will track at very low cost 7
major global asset classes. No AMC
and a TER including the capital
guarantee for less than 1% pa. G7D
will pay a commission and trail. It will
annually rebalance using a “rules
based methodology” with NO
manager tinkering.

ARIA G7D offer clients daily
pricing & liquidity.

March: Pre-marketing

April: Opens,

Remember, diversification
benefits are:
Reducing the overall
portfolio risk
Delivering stable risk-
adjusted returns
Or, as our Lady Grace says

'‘Gap Fillin":
Pull up to my
bumper with
your big black

Mid May: Strike.
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There must be
a fixed sum of
absurdity in
the world....
This job as
Editor of Outta the Blués to point out the
preposterous...the calamitous...and the
mendacious within the world of
STRUCTURED investments and to find
and offer proven investment solutions
AND TO EVEN POKE FUN. But IF..
there is a fixed sum of absurdity in the
world...where has this fixture gone?

We note that the world's richest people
now depend on the savings of the world's
poorest. Is that not absurd? We note also,
that the world's greatest military power
throws its weight around all over the
world - making the world ‘freer' and more
democratic - we are told - and expects the
still Red Chinese to finance it. Is that not
mad, dear reader?

We are constantly seeing the ‘absurd’
plastered all over the financial trades. The
inexorable rise and rise of the cult of the
Star Fund Manager-the Beast, with his
mark 666 who will soon not only want
equity in everything he is paid to do, but
will want image rights and royalties
HUH?... yet we all know, that over the
medium term 75% of these Beasts under-
perform the worlds investment
benchmarks... Why do we buy into this
BS..?.

We see expensive ads for top investment
managers trumpeting: “DIVERSIFY” then
blithely offering us a range of different

cap weighted pure equity fund!!. Hardly
diversification as we know it. We are
seeing every conceivable machination and
twist to existing products design to make
you, the adviser, see them as better sexier
etc. The key question is: “Is it proven?

Will it actually deliver stable and positive

risk adjusted returns through all economic .

cycles?”

Outgoing US Federal chairman Alan
Greenspan and ECB president Jean-

Claude Trichet were among the top central -

bankers gathered in Switzerland for a
meeting of central bankers from the
world's largest developed and emerging
nations. They stated .... “the global
economy is growing at a dynamic pace
and may even accelerate in 2006 as threal
fade and companies step up investments”.

This upbeat assessment of the global
economy gave stocks a boost, pushing the
Dow Jones above the 11,000-points mark.

Despite the upbeat outlook from the top

global central bankers, the legendary Gr Ouc
financier-turned philanthropist Billionaire p”nCIp[ ar X "Th a
investor George Soros has cited a gloomy hem Wel I ! fyou don em
forecast of a US recession in 2007 » | have oth t{"ke
triggered by a slump in the US housing Oscyr el °
market. avoj € "Ar,

and gft ' 6y e e S0
Who's right? We say who really COnv,nC,-n ys Vulg,
cares...
So, as we grind on into another new
financial year with our heads full of
analysts predictions for market outcomes e
and performance we should pause. We ) aCO‘
don’t want to just HOPE that our fund L\ ol AN R e
managers will perform well in whatever &Qj‘ ‘oé\ \0'\(\\' e\N\\\ q
gyrations the markets throw at us, we nee. gSc>(\(3\\J ‘Oac‘(\ .0(\_\N \‘(\e“@k
too KNOW that our investment strategy is A\ .\eaQQ (9‘\)6«\ oy A\
sustainable that our clients can rely on us S@é\\ .OCO " g(&
to offer a proven investment strategy (\’QO\\. g\‘(\\s
based on proven pillars of investment Qc-)sc\)‘ﬁ
wisdom, methodologies that deliver & e
consistent real returns & performance. As '\ﬁ)

advisers you all want to be carrying a
sustainable story, a PROCESS that we can
sell with integrity and positive repeatable
results.

Our investment philosophy here at PIL
is based on a simple but powerful idea
that advisors and their clients should
focus on the factors within their control
such as cost and asset allocation, rather
than those they can't (market returns,
for example). Focusing on asset
allocation, market proportionality, and
tax efficiency increases the chances of
meeting your long-term

objectives. The smart adviser will
focus on principles of portfolio
construction in 06, 07, 08 etc.

Building a portfolio to achieve long

term objectives is a methodical

process. It's a simple proven

Decision Hierarchy.

Asset class selection —The Engine’

- Asset class allocation to a benchmark
weighting
Correlations between asset classes

Index, low-cost core portfolio with
active satellites for sex-appeal

The Tax and ‘Delivery mechanism’
Systematic Rebalancing

These issues have the greatest impact on
long-term returns and should come first.

Lets together tame the absurd and focus
on the KNOWN & PROVEN in 2006.
Ed. - Jan 2006
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JPM Morgan'’s gurus in their ivory pill-boxes beléefor instance that cash will
outperform a lot of the individual asset classesmd2006....

Whatever the “big picture” predicted for global markets in 2006 or even the
eventual outcome the PIL’s "4x Proven Pillars of Iivestment Wisdom" still hold true in ALL market
conditions whatever the analysts & bank predictions—well Diversified global portfolios will win

Equities Outlook

JP Morgan highlighted 6 key reasons to remain oaston global equities in 2006:

earnings to disappoint,

oil price elevated,

rising inflation risk raising the risk of the drgetting outright ‘tight’,

rising long rates,

valuations far from compelling,

6. alternative asset classes improving.

While most of these concerns remain firmly intdaliowing the most recent Fed minutes they re\8siind 4 above;
the Fed may raise rates to 5% by May this yeaniging a negative surprise for markets that areqatifor 4.5-
4.75%. And that 5% may not be the end. With thekteop of a declining US market in 2006, all masketl|
struggle to provide positive returns. Japan appeEabe the mostly “hotly tipped” market from varfosources in the
press; Neutral on the UK, and Underweight the Eone.

aprwONE

Commodities Outlook

Energy: Demand growth should moderate, but supply vulnétabiill persist. Benchmark West Texas Intermediagxpected to average $55 -$57/bbl
next year, and products should again outperforrdecru

Base metalsGlobal demand conditions remain supportive, butggireflect even the most favorable conditioneePdieclines expected across the sector
next year. Stay long long-dated copper, howevetritisal inventory conditions leave little scop® £rror on demand growth or supply disruptions.
Precious metals:A cap on mining production and robust demand (jeyvehd catalytic converters) will continue to urarprecious metals prices next
year. Palladium has the most upside, even afteed@snt rally. Gold and silver should seek nevhkim 2006, with a better test of 535/550 and 10.20
respectively. Base metals have upside medium tertin,copper seeking 4900 and ally targeting 2600.

Long-term total return projections: Buy-and-hold returns next year will likely be irettow single-digits. Commodities should outperfdsands and
credit, but individual asset classes will likelyue less than USD cash.
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We have read that those nice local bankers who
run the world are launching several new retail
offerings. Mr. Kristofferson Clothesmaker, the
head dude, said: “We believe our counterparty
risk protection will play a key role in allowing

us to build a market share in the retail space”.
(and charge more... a disguise me thinks for
higher margins?)”

Clothesmaker has cautioned intermediaries
against choosing structured products solely on
the basis of the participation rate in common
indices such as the FTSE100. Is this to explain
why his products offer, in comparison, lower
terms? Why building societies, those bastions
of globalization, can come up with more
attractive products? Putting the horse before
the cart, he argues advisers

should instead follow institutional investment
consultants in considering the credit rating of
the counterparties protecting the product and
weigh this up against participation and
commission rates.

Of course this makes sense. If you have a AAA
rating (why is it anonymous), why would you
want better terms and commissions?
Clothesmaker said others, particularly those
outsourcing the counterparty risk, can often add
up to 100 basis points of return by opting for
only investment grade (i.e., A or above). The
local bank’s lower participation rates and
commissions by 0.5-1.0% are therefore quite
sensible. A or AAA? Either higher margins for
the provider or 1% additional commission.
Which do we think it is if the commission are
actually lower.

With much consumer money resting with those
terribly insensitive and unhelpful building
societies, clearly bigger is better. Or at least f
the Clothersmaker’'s P&L. S&B do believe that
risk ratings are important and particularly with
respect to the quality of the guarantees on offer.
But a tasty 1-egg pudding is good for most
people; 3-eggs, or extra calories for a more
bland taste does not really make sense.

Come on, Mr. Clothesmaker's, come clean.
S&B also believes (allegedly) that the
anonymous AAA bank is not charging such an
extra hefty margin above a substantially similar

product as an A-rated product that offers a
significantly better (read 40%) participation and
pays a 1% higher commission!

It may just simply come down to issuer margin
i.e., P&L, or just a way of more profit for itself.
Shhh, bigger bonuses for the boys...the retail
clients & IFAs won't understand it, will they?!

So, congrats to Mr Clothesmaker you win this
issue’s ‘TRIKKY DIKKY’ award from S&B.
Remember there are IFAs out there who do
understand enough about pricing to know a fat
pudding when they see one.

Runner Up? Junior Gado-Gado; provider of
bespoke, high-fat Indonesian salads as long
as the veg. are only Black&White.

The promise of free calls
over the Internet has been dangled in front of us
for at least ten years. Its arrival has been slow,
but now we are getting what we've been
waiting for. Why the breathless anticipation?
With an internet phone call, callers’ voices are
chopped up into standard Internet protocol
packets, just like emails or Web pages. As
Internet traffic is free, so are the calls. Up Linti
recently, there has been a problem with VolP
(Voice over Internet Protocol). People are
sensitive to delays in voice calls, yet delay is
endemic on the Internet due to traffic. That's
now near-fixed, so calls can be routed over
broadband for free provided you are using
compatible brands. (and now even pictures too)

*

Skype Skype is the most popular, is free, and is
thePIL Choice. You pay for making and

) * %

(

Cons: Expensive to use.
Contact: www.btbroadbandvoice.com

receiving calls to non-Skype users. Making calls vonage A more complete replacement for

costs just under 1p/m, receiving them costs £20
for a year's subscription. Voicemail costs
£10pa. It's easy to use and you can use USB
phones, headset, or our fave mic and speakers.

Pros: Free, popular, and growing massively.
Cons: Imagine DBM in Stereo!

Contact: www.skype.com

BT Business Broadband VoiceBT makes a
charge for calls and you'll need to be a BT
customer. However, BT’s backing provides
security that the service is likely to survive, and
that support should be there when you need it.

Pros: Reliability, peace of mind, can use
standard phones

existing phone systems, VVonage supplies an
adapter that routes all calls via the Internet @aver
broadband connection, plus unlimited local and
national calling with a free fax line. You can use
any phone or PC. Features include voicemail and
conferencing. You can call emergency and 0845
numbers.

Pros: Rich feature set, works with standard
phones, no call charges to normal numbers.
Cons: ADSL (not cable) users still need to pay
phone line rental.

Contact: www.vonage.com
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client will use money market or cash %
instruments/deposits. o
- Four basic cash management products °¢
are available in the market. Each focuses €)

on capital preservation, liquidity, and
sound credit quality but each tends to have
different time horizons and yield
- As a rule of thumb the longer the rate risk via a longer investment
investment horizon, the lower the credit  horizon, typically approaching one year.
quality and the higher the target return.

4. Finally, short duration products

Retail and institutional investors tend to 1. Liquidity products have the lowest embrace the very short end of the bond

asset allocate at different points in the level of interest rate risk and provide an  market. They are suitable for investors

“economic cycle” from each other and use alternative to bank deposits. They invest in who have an investment horizon of three

very different types of vehicle. Retail bank deposits and securities such as years or longer and are comfortable with

investors, with an investment horizon of  government bonds, commercial paper, the possibility of absolute negative

several years, view investments in money certificates of deposit, short-term bonds,  returns for short periods of time.

market funds as a part of their asset asset and mortgage backed securities and

allocation decision. repurchase agreements. They provide As alluded to in the descriptions of the
deposit-based returns, a high degree of products above, yield enhancement can

Whereas, institutional investors see liquidity, stability of principal and give be achieved primarily by extending

Liquidity Products as a means of parking investors a fully diversified portfolio that a  duration, and also by adding some credit
cash in the short term. They have same  deposit with a single counterparty bank exposure. For many investors, even

day trading and generally have arating  does not. extending the duration of the portfolios
such as 'AAAm' from Standard & Poor's. to one year can provide a substantial
They are also monitored by rating 2. Money market productsoffer areturn  yield enhancement without adding
agencies to ensure that weighted average above that available on deposit. They significant volatility.
maturity (duration) does not exceed a achieve a degree of yield
specified number of days. enhancement by increasing  In summary, cash products offer
both interest rate risk, with  liquidity, safety of principal and the

What they both have in common is their investment in fixed rate ability to enhance yield over and above
need for liquidity and capital preservation. securities out to one year,  that available on bank deposits.
Key points: and credit risk by investing  Liquidity products are specifically

- Retail investors moved from equities to in FRNs (floating rate designed for institutional investors

cash such as money market funds in notes). Retail investors tend seeking to manage their operating cash
2000. They have since reversed the trend] to use money products while needs, whereas money market funds are
discouraged by the low yields currently institutional investors use designed to offer a safe haven for all
offered by cash liquidity products this is due investors in uncertain markets.

- Institutional investors had little money to the product structures and Enhanced core and short duration funds
spare post 2000, repaired their balance different investment offer both retail and institutional

sheets and are now cash-rich. The result horizons of these investors. investors enhanced yield for a

is they are piling in to “ liquidity commensurately little extra volatility.
products” 3. Enhanced cash funds

A liquidity product is an institutional offer yields above those of  Next (PIL)lage: Money Market Products
toolkit for managing cash whereas a retail| money market products by

assuming greater interest
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Effective leaders do NOT "look out for No 1": Great leaders focus on goals - growing the busjriegsoving b orld Was divj : ed the
the product, and pleasing the customer. béupeop/e T ded’”togoo[j
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Effective leaders know when NOT to be competitive Competition is not nearly as important as coopena to enjoy thhlle theb&io &‘SI@II
and sharing. € Wak; g hOUrs&e
Much

Effective leaders are considerate. The best leaders focus on making things betterondteing liked.
Effective leaders attach deadlines to their goalsGreat leaders set goals and communicate them well.

Effective leaders take follow-up to the next levelSerious follow-up involves much more than sendirsgides of urgent reminders. It requires setting
aside time to ensure the objective is clearly usted, to discuss and review the plan for accomiplgsit, and to help brainstorm solutions to any
problems.

Effective leaders don't try to control everything.: Delegation is essential to leadership, becaufsegs up time for the things you should be focusing
like improving your business.

Effective leaders listen as well as talkEffective leaders listen first.

Effective leaders understandoroperteamwork: Teamwork does not mean giving every person, eldey, every suggestion, and every interest equal
support.

Great leaders are willing to do hard thinking, make toughdecisions, and get the job done. They have the visjon
knowledge, skills, and good ideas. But, more important)ythey've learned how to get people to embrace thogeas
and work to achieve them, even in the face of adversignd criticism. Inspiring that kind of work isn't an easy thing
to do. It takes a rare combination of openness and rekition, toughness and compassion, cooperation and
competition.

www.squarepig.tv

www.sail.tv

www.42below.com

www.bobdylan.com/songs
www.architecture.com/go/Architecture/Home.html
www.consumerdirect.gov.uk/your-rights/fs_c04

MALE GROOMING: e
www.menessentials.com

SPORTING LINKS

FISHING $ %
www.cabelas.com
www. bigfishtackle.com/superstore-saltwater.htm Pr—

www.blueoceantackle.com/ballyhood.htm
www.anglerscenter.com/knot_bim
www.topshottackle.com/wol/dackitswater.htm
www.orvis.co.uk/store/shop.asp?dir_id=583&shop_id=411&adv=00094&bhcp=1
SAIL

www.met-office.gov.uk/weather/

WwWWw.oceannavigator.com/

www.ktyyachts.freeserve.co.uk/sea_survival.htm

DIVE

www.divebooty.co.uk/online_catalog/regulators.asp

SURF/KITE SURF...

kitesurfingschool.org/

SHOOTING

www.shootingtimes.co.uk/stimes/gamerecipes.php

www.deer-uk.com/
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dbm@productinnovations.co.uk
sal@productinnovations.co.uk



