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PERSPECTIVE

An Analogy

We all understand the importance of the heart to the human body. All the
extremities of the body suffer when there’s trouble with the heart. Whether it's a
denial of proper blood supply to a finger, or an eye, the human body as a system
starts to shut down. And the body doesn’t fully recover its health until the heart

regains its health.

The “heart” of any country’s financial system is its national banks. All the
extremities of the financial system start to suffer when there’s trouble at the
national bank level. Whether it's at the securities exchange trading level, or at
the small business financing level, every one suffers. All parts of the system
become suspect when we are not able to fully understand all the underlining

problems the banks are facing. Until the banks “regain their health”, the natural



thing is for all parts of the financial system is to slow down. Pessimism takes

over and everyone goes on alert.

Today, the U.S. financial system is unsure of what tomorrow will bring.
Unfortunately, until all the bank related issues are known, you can probably plan
on slow growth. We'll stay out of a recession, but until we're absolutely sure all
issues are uncovered, such as the size of the unredeemed credit default swap
issue, and the home market begins to stabilize, the economy will most likely keep

“going sideways”. Portfolio returns will be low.

For us in the portfolio advisory business, it's time to “check and double check” all

what/if scenarios on the securities we hold.
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Albert Heeg Investment Management is a registered adviser and provides equity and fixed income portfolio management
to captive and commercial P&C insurance companies. This material is offered free of charge to Albert Heeg Investment
Management clients and prospects. It is for your own personal information, and we are not soliciting any action based
upon it. The material is based upon information we consider reliable, but we do not represent that it is accurate or
complete and it should not be relied upon as such. Past performance is not indicative of future results. As with any
investment vehicle, there is always the potential for gain, as well as the possibility of loss. For additional information on
Albert Heeg Investment Management and its advisory services, please view our web site at www.heeg.com, or refer to
our Form ADV Part Il, which is available upon request by calling 800-498-4334.



