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Risk
Q4 Q3 Q2 2005 3YR 5YR 1YR 3YR 12mo P/E P/B  January 9, 2006
Large Cap Growth 263 402 258 475 13.02 -3.85 1025 9.92 0.86 23.14 4.32
o Large Cap Core 1.71 427 183 6.33 1520 0.87 8.31 9.21 1.85 18.88 2.88 2005 offered investors another good example of the benefits
w Large Cap Value 094 395 168 664 1721 498 7.96 9.85 236 1594 214 of an asset-class diverse investment strategy. Typical
— Mid Cap Growth 325 6.57 3.37 11.74 2242 12.12 12.23 0.45 25.71 4.10 balanced strategies like Vanguard’s 60/40 produced a
— Mid Cap Core 2.07 537 490 1248 23.41 10.46 11.11 135 2162 2.74 4.65% return, while DFA’s 60/40 fund generated an extra
— Mid Cap Value 115 534 500 12.54 24.23 9.84 11.04 188 1887 209 2:55% with their portfolio “tilted” toward smaller cap and
> Small Cap Growth 137 624 372 4.02 2090 201 1647 17.33 044 4657 351 Vvalue stocks. This compares with +4.9% and +1.6% return
© Small Cap Core 088 454 454 446 2207 808 1519 1598  1.25 39.38 244 for the popular large-cap S&P 500 and DJIA ETFs. Note that
w Small Cap Value 0.51 297 504 436 2296 1322 1421 1459  1.67 32.80 1.80 L€ balanced strategies earned their return with far less risk,
Large Cap International 419 1090 -1.07 1332 23.49 1022 1218  1.78 18.01 233 asmeasured by the lyrand 3yr standard deviation.
Emerging Markets 5.12 18.55 5.92 32.62 19.64 1.03 1294 2.76 - - -
® Real Estate Investment Trusts 202 426 1513 1457 28.23 16.99 16.09  3.74 37.33 2.82 gcéﬁ:"grs]dwggnf;%%ﬁg;i tﬁaﬂ'tig‘;g‘c’:nisiitsﬁ'lszs?;;‘_ﬁ' o™
= Commodltles -4.10 16.38 -2.92 20.50 22.08 15.95 17.26 returns, in addition to their risk-diversifying benefits.
-1 Precious Metals 1045 7.51 145 17.76 13.09
< Fund of Funds The only asset class to post a negative return for 2005 was
Treasuries 1-3yr 066 -0.02 117 153 1.33 119 1.41 3.05 International  Fixed-Income. Although most investors
Treasuries 7-10yr 074 -198 490 264 295 550 6.96 3.89 expected the US Dollar to devalue during 2005, it
Treasuries 20-30yr 1.37 -3.63 9.44 861 6.25 9.86 11.34 4.60 confounded the experts by strengthening. Against the Euro,
Treasury IPS (TIPs) 002 006 290 259 625 854 409 655 5.61 it took $1.3554 to purchase a Euro on Dec 31, 2004. At the
Mortgage-Backed (MBS) 111 -0.02 213 333 331 548 229 3.16 465 end of 2005 a Euro cost only $1.1849 — the US Dollar
o Inv Grade Short Duration 078 024 155 220 283 435 125 1.70 3.61 actually appreciated 12.5%. Non-US Dollar exposure is an
A Inv Grade Intermediate Duration 041 -0.83 331 197 432 649 362 477 4.76 important portfolio diversifier and we will continue to include
Z Inv Grade Long Duration 086 -322 697 514 676 858 7.89 9.54 5.46 it in client portfolios, despite its negative impact in 2005. We
O High Yield Intermediate Duration 130 061 259 277 933 647 424 421  7.08 will continue to have non-US Dollar exposure in both Equity
@ Municipals Short Duration 040 013 124 111 180 346 107 175  3.06 and Fixed-Income investments, including the International
Municipals Intermediate Duration 067 -0.32 261 224 330 456 261 385  4.11 Fixed Income asset class.
Municipals Long Duration 0.83 -036 328 307 413 541 334 528 4.55 .
International 223 -044 -250 -8.38 683 748 563 831 252 (T)rr(‘easseu‘f,r?,'iefg Eﬁfvéals:vfeer‘t’:’a dtr?c;jr"‘t%edg:';t ‘t’ifmiogi'c ;hzeoéjos
Emer.ging Markets 3.03 481 736 17.28 19.27 1524 6.46 7.85 7.08 When short maturity bonds yield more than Ionge;
Floating-Rate 065 146 074 377 4.97 076 0.81 4.01 maturities, this generally portends an economic recession.
& Money Market 095 081 068 3.01 167 216 2.97 Economists point out that “this time is different” since short
rates are not unusually high -- long rates are abnormally
Balanced Portfolios Q4 Q3 Q2 2005 3YR 5YR 17YR 3YR Current P/E P/B low. As investorsl the imp“cation for our fixed-income
Vanguard 60/40 1.52 212 263 465 11.09 3.77 519 597 2.62 20.09 2.68 allocation is to shorten maturities — the market is simply not
DFA 60/40 191 405 192 7.20 5.43 2.53 paying us to take much interest-rate risk.
DFA 25/75 104 162 184 3.99 2.36 3.07
Michael Damas
Market Indices Q4 Q3 Q2 2005 3YR 5YR 1YR 3YR Current P/E P/B Maryland Capital Advisors Inc.
S&P 500 177 3.69 142 487 1413 054 823 9.23 166 20.08 3.58 1A Chester, MD 21619
DJIA 176 346 -164 161 1091 202 941 9.71 2.03 19.69 290 (410) 604-2741
NASDAQ 100 241 729 067 134 1877 -6.89 16.71 1529 0.08
US Domestic Bonds 051 -0.80 346 2.26 347 4.07 Maryland Capital Advisors is an independent, referral-only,

Key

x.x asset class with highest monthly total return
x.x asset class with lowest monthly total return

Note: Asset Class returns are represented by selected mutual funds and ETFs with dividends reinvested. Returns

Source: Bloomberg L.P.

for periods greater than 1 year are compound annual returns. Risk is annualized standard deviation of returns.

registered investment advisor (RIA). We provide investment
management and advisory services to high net worth
individuals, families, foundations, endowments, and other
select clients. We work with each client to design, build,
implement, and manage a tax-efficient, low-cost investment
portfolio that is tailored to each client’s individual situation.



