RUSHMORE INVESTMENT ADVISORS, INC.

October 13, 2008

Equity Market Update
Meltdown or Buying Opportunity?

Stay the course - Despite the S&P 500 returning 11.9% a year on average, the typical investor only has
returns of 4.5% annually (Chart 1). The shortfall is due to selling when the market is down and returning only
when the market has recovered. This point can not be reiterated enough. Market timing is not a reliable
strategy. In order to reap the full benefits of an investment plan, a disciplined and long-term approach is
necessary. Please read on to hear why...
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The October sell-off has largely been indiscriminate and a reaction to the frozen credit market. Not surprisingly,
Financials have been hit the hardest with Consumer Staples faring the best. Overall, every sector and market-
capitalization has declined in surprising tandem. As we stated in our 3rd quarter newsletter, we believe this is
due to panic selling rather than underlying fundamentals. In fact, the volatility index (VIX) has reached record
highs (Chart 3). On Friday, October 10, 2008, the index level was 71, indicating an extremely elevated level of
fear in the market.
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Where do we go from here? - No one can predict with certainty that we are at the market bottom, yet like
many professionals, we do believe that we are getting close. It will matter little 3-5 years from now. With Friday’'s
(October 10) 8,466 close on the Dow in which it recovered most of the day’s earlier decline of over 700 points, it
appears that market capitulation may well have occurred. In addition, the price of oil has continued to
dramatically fall, closing at $80.39 and providing much needed economic relief (Chart 4). The Dollar similarly
rallied to close at a 52 week high (Chart 5).
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On the housing front, the correction process that must occur for housing to bottom has definitely begun. In fact,
inventories have come down significantly and continue to fall (Chart 6).

Chart 6:
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Markets are just as irrational on the down side as they are on the upside and valuations have reached
extreme levels. Analyzing market price-to-earnings ratios on a trailing basis, or with forward estimates,
indicates levels rarely recorded. Chart 7 is an excellent graphic representation of the incredible valuations with
Price to Net Asset Value.

Chart 7:
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Credit markets remain key to a recovery. It will take time but market participants, government and investors alike,
will slowly start to parse out the portion of credit assets that are truly toxic, thereby enabling higher quality assets
to trade more freely. A more liquid credit market will not only benefit equity markets, but will allow day-to-day
business operations to resume. Once confidence is restored in credit markets, equity markets will
disproportionately reward companies with solid balance sheets and sustainable growth opportunities. We
anticipate a price recovery to a higher level in the near term. At that point we will continue to deal with the
recessionary economy--a fair value on the Dow even with recessionary challenges is 11,000. We may see some
bottom churning next week, but likely the bottom is happening at this time.

Finally, a note regarding recessions. Traditionally recessions are not declared until after the fact, and in many
cases even a year after they have begun. Chart 8 highlights recent recessions and stock market performance
during them. As shown, in each case the stock market bottoms over a month before the official end of the
recession. Also, as indicated by the "period" column under market bottoms, on average the S&P 500 bottoms
about half way through the recession, and rallies over 25% from the bottom to the official end.

Chart 8:
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1-Mar 1-Nov 09/21/0 71 -19.21% -16.77% 17.98% -6.35%

Source: S&P 500 / RIA

The RIA investment process, which blends both quantitative and fundamental review, seeks companies with
superior financial characteristics and earnings potential. We are confident that our portfolios are strategically
positioned to capture the markets eventual upside movement. Remember, stay the course! Now is the time to add
cash and take advantage of dramatically undervalued equities.

Thank you for your continued trust in RIA. We know these are difficult circumstances. We will provide ongoing
analysis and commentary to keep you informed during these fast changing and opportunistic times. Please let us
know if there is anything we can do to better serve you.

Sincerely, @%‘ WM
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Disclosures:

Opinions and estimates offered constitute our judgment and are subject to change without notice, as are
statements of financial market trends, which are based on current market conditions. We believe the
information provided here is reliable, but do not warrant its accuracy or completeness. This material is not
intended as an offer or solicitation for the purchase or sale of any financial instrument. The views and
strategies described may not be suitable for all investors. This material has been prepared for informational
purposes only, and is not intended to provide, and should not be relied on for accounting, legal or tax
advice. References to future returns are not promises or even estimates of actual returns a client portfolio
may achieve. Any forecasts contained herein are for illustrative purposes only and are not to be relied upon
as advice or interpreted as a recommendation.

The views expressed are those of Rushmore Investment Advisors, Inc. They are subject to change at any
time. These views do not necessarily reflect the opinions of any other firm.

Contact Rushmore Investment Advisors Inc. at 1-972-599-9550. You can also visit us at www.rushadv.com.
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