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Wow . . . the last 5 months seem like a blur of start up activ-
ity and market volatility. A message we would like to pass
on right up front is Thank You! We are successful because
of you, and your belief in us.

Many of our investors have been in to see our new location
and meet the crew. If you haven't, and are curious, please
give us a call. We make a pretty good cup of coffee.
Some of you have voiced concern about the economy and
its effect on the market. If we were good at the crystal ball
gazing that seems to engulf our
industry, we might be able to say
that it's easy, but it is not. What
we can do is look at the informa-
tion available and make reason-
able decisions based upon our
conclusions.

As we look at the fundamentals of §
business and company valuations §
at this time, we see value in
most areas. Of the 1700 compa-
nies followed by Valueline
Investment Survey, the average
price/earnings ratio is 17.6, his-
torically inexpensive. The aver-
age dividend of 1.9% is histori-
cally high which would usually
say that stock prices are low.
Yet, the market has declined and
several specific areas are under pressure due to the sub-
prime situation and general lack of confidence in financial
companies. Higher energy prices and the related inflation-
ary pressures are also an issue. In the past, we have ex-
perienced oil price run-ups generally followed by a pull back
in demand and new supply growth. Currently, the demand
from growing second and third world economies may con-
tinue to devour any conservation that we are able to achieve
and any new supplies that come to market. Long live the 4
cylinder economy car.

A positivel We are hearing from regional manufacturing
companies that the lower dollar value is resulting in new or-

A Cairn in the Three Sister’s Wilderness captured by an Investor.

der flow from overseas buyers that have not been customers
for many years.

So ... what to do?
We are investors. And as investors we are pleased to own a
slice of the progress that an individual employee and their
company makes each day on our behalf. We are specula-
tors in that the prices we pay for our investments and the
valuations awarded them each day are representative of
what other investors feel our companies are going to be
earning in the future.

= Warren Buffet has said many
& times “When people are greedy,
| its time to be fearful and when
people are fearful, its time to be
greedy”. The fear mostly stems
from a sense that the economy is
slowing and that will cause earn-
ings to drop and the future price/
earnings ratio will be adjusted
& downward to reflect a lower earn-
& ings rate. | would suggest that by
B the third quarter 2008 we will be

| working our way out of this slow
economic period.

# At Cairn Investment Group the
= way we provide reports to you is a
change from the past. This re-
port, your quarterly report, is intended to provide additional
information and details about your investments and is not a
substitute for the monthly statement and confirmations that
are provided to you from our custodial partner, Schwab Insti-
tutional. We hope you find your Household Report, with sec-
tor allocations and a snap shot of your household invest-
ments informative. Please note that we have been experi-
encing some inaccuracies in the column that totals annual
income on the individual account reports (we are working on
it). If you find anything that looks odd, please give us a call.
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“ICEing” and what it means to you. For our investors who hold mutual
funds, we have done an Inter-Class Exchange or “ICE” on almost all of
your mutual funds. Exchanging, the share class from a “Broker/Dealer”
class to an “Institutional” class in order to keep your costs to a mini-
mum. This is a tax exempt transaction and will be on your 1099 as
“Other Transactions”, not a sale to be reported on your tax return.
Please note: The cost basis has been reset to the date of the “ICEing”.
The result is that the gains or losses of the past years are not showing.
We will be restoring this historical information to the accounts soon
(positive proof that we know how to have a good time).

A question that regularly comes up from our investors is “How is your
business doing?” The short answer is very well. Your support has
been terrific, with a very high percentage of our investors having moved |
with us. We are getting good feedback on our office and building loca-
tion as well. This is helpful input since we took over the last year of an
existing lease and are now having the conversation of, do we stay or do |
we go. We have been able to pull back from what seemed like an '
around the clock schedule to a manageable pace.

As for us personally, Sean, the youngest of our crew, has been enjoy-
ing his move to Portland and a new apartment in the Pearl after gradu-
ating in Finance from OSU. He is a great source of which restaurant
has the best happy hour menu in the city.

Lara Jim Sean Ellen Tim

Thank you and may 2008 be a good year for all of us.
Ellen, normally the first person you speak with when calling, has been
matching faces to names as investors are in and out with paperwork Warm Regards,
and checks. Oh yeah, a reminder from Ellen, when you write a check
for deposit to your account, please make it payable to “Schwab Institu-  Jim Parr, Principal
tional”.

Lara is totally excited to be working in a small office and we are putting
her experience from Merrill Lynch, Smith Barney & Wertheim Schroder P.S. Don't forget to visit a State Park near you.
(New York) to good use.

Tim has two very exciting happenings in his life. While his son is at-
tending Naval Officer training school in Rhode Island, his daughter is
cooking up a grand child out in Forest Grove!

I am happy to have such great help and I look forward to catching up
with you all on the phone or in person.



