GRADIENT Summit Series
g COVERED CALL

A PROPRIETARY PORTFOLIO FOR A VOLATILE MARKET

As 2008 has proven, the old adage of “buy and hold” has less relevance in today’s volatile market. Nearly half of all
trading activity is being executed by institutional investors.* Market volatility is higher than ever before. This massive
short-term trading has changed the playing field substantially as the practice has evolved over the past 20 years. As
a result, the traditional thought process of buying solid companies and holding them for a profit has become much
more difficult. Shareholders of large companies have seen little in the way of growth — in some cases a staggering
decline. General Electric’s share price is trading at roughly the same levels as December 1995 (as of June 2009). Gen-
eral Motors’ share price has not seen the lows of 2009 (less than $1 per share) in over 50 years!

Gradient Investments’ Covered Call Portfolio is a proprietary portfolio designed to help investors:
e Protect the downside

e Provide income (goal of 8-10% before fees and expenses)

¢ Reduce the overall risk of your investment

Is this too good to be true? NO!

Until recently, this was a strategy that was difficult to obtain for most mainstream investors. Some of the largest
institutions and hedge funds have been extremely successful utilizing this covered call option. Through the diversi-
fication and flexibility of Exchange Traded Funds (ETF), it is now possible to bring many of these same strategies to
the mainstream retirement market.

What is a covered call?

Writing covered calls is a unique strategy for generating monthly cash flow on securities that you own. The strategy
is similar to collecting “rent” on your securities while you are waiting for them to appreciate in value. This sell-only
options strategy provides the buyer with the right to buy your security at an agreed-upon higher price, usually limited
to a one month period. The options often expire at the end of the option period, allowing you to simply keep the
“rent.” This conservative-moderate strategy can be consistent in delivering returns of eight to 10 percent (before
fees and expenses) as an enhancement to dividends and capital appreciation.

How does this work?

“Tenant” (Buyer) pays “rent” to you and has the right to buy (your stock) at an agreed-upon (higher) price during an
agreed-upon time period (usually 30 days). “Landlord” (You - the Seller) keeps the rent and is obligated to sell the
stock at the predetermined (higher) price.

Why this strategy works now?
A recent survey of investors' attitudes showed that:**
¢ Increased cash flow has become a key investor focus
¢ Investors “have become more risk-averse”
e 46% of investors site market volatility/losses as their main concern in making stock
market investments
e 49% of investors are less willing to take more risk to achieve higher gains than they were one year ago
* Long-term equity expectations have ratcheted down from high-teens to single digits

* http://www.bizzia.com/articles/institutional-vs-individual-investors
** 2004 Securities Industry Association on Investors Attitudes survey (www.sifma.org)
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All returns are based on model portfolios and are not actual client results. Returns do not include transaction or advisory fees. Returns are not GIPS compliant.
Past performance is no guarantee of future returns. Covered Call Portfolio offered through Gradient Investments, LLC, a registered investment advisor.

FINALLY. EXPERIENCE ON YOUR SIDE.

Wayne Schmidt, CFA®, MBA
Chief Investment Officer

In October 2008, Wayne Schmidt joined Gradient Investments, LLC and serves as
Chief Investment Officer. With 26 years of investment experience, Wayne brings de-
cades of institutional experience and in-depth knowledge of the private client market
to Gradient Investments, and offers a global investment management perspective.

In a nationwide search that included acquisition considerations, AXA Investment
Managers, a subsidiary of the European insurance giant AXA Group, hand picked
Wayne to build their U.S investment grade fixed income capabilities and to lead a
seasoned portfolio team located in St. Paul, Minnesota.

During his tenure at AXA Investment Managers, Wayne served as senior portfolio
manager for the U.S. Investment Grade Fixed Income Team. As the lead portfolio manager, he managed $9.5 billion
of fixed income assets with a variety of mandates ranging from aggregate, corporate and government bond portfo-
lios. Before joining AXA Investment Managers, Wayne dedicated over 20 years to Minnesota Life and its’ $14 billion
investment arm, Advantus Capital Management.

Over the years, Wayne has been quoted on the global economy in numerous nationally and internationally recog-
nized investment publications such as Bloomberg, Pension & Investments, Reuters, The Los Angeles Times, Financial
Week (2008 Neal Award Winner), Asia Times, InvestorVillage, Safehaven, SFO, Credit Investment News and RGE
Monitor (Nouriel Roubini’s Global EconoMonitorinvestment). He has also provided market insights on Bloomberg
radio and television.
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