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RESILIENT STOCKS OVERCOME CHALLENGES, RISE AT “MEASURED PACE”

“Those who hope in the Lord will renew their strength.” Isaiah 40:31 (NIV)

ver the past year, stocks have endured many assaults. While the Bush

Administration’s efforts to bring democracy to Iraq bore fruit, the daily Lone Term Rates Barelv Budee While Short
headlines remain filled with bombings and death. In mid-year, terrorism reared 8 Term Rates MZI‘Ch I—%igher

its ugly head again in London. Energy prices rose dramatically throughout | . .4
the year and hit their highs when two devastating hurricanes battered the US | in %
Gulf Coast and a good portion of the US’s energy infrastructure. Overlaid on |4 5 |
all of these challenges, was the possibility of the economy buckling under the |, |
strain of the fed’s “measured pace” short-term interest rate hikes. Both the US |5 5 |
and foreign economies, however, showed “renewed strength,” subdued infla- |5 |

tion and relatively |, 5 |

US 10 Yr. Treasury Bond

......

interest rates. In

4Q05 & 2005 Total Returns the end, equities 1(5) 2004 = 2005
US Indices 4Q05 2005 managed to fend | JFMAMIJ JASONDJFMAMIJ JASOND
S&P 500 209%  491% | i those serions S0 11
Russell 1000 Growth 2.98% 5.26% . « » ERT ..
Russell 1000 Value 1279  7059% | challengesand riseata “measured pace” as well. Chart 1 highlights the rising
NASDAQ (price change only) 249%  1.379% | short-term level of interest rates as the Fed sought to reduce monetary accom-
S&P 400 (Mid Cap) 3.34%  12.56% modation for the economy while also indicating the surprisingly stable trend
S&P 600 (Small Cap) 0.39% 7.68% in longer-term interest rates.
Treasury Bonds 1.20% 7.39%
High Grade Corp. Bonds L13%  5.93% | Table 1 highlights the returns on the various equity indices. As can be seen, the
Gold 84% 17.77% | meager returns on US stocks fell short of that achieved overseas, despite the dol-
Global & International Indices lar strengthening considerably during the year. Mid cap stocks continued their
MSCI World 316%  10.02% winning ways during the year, more than doubling the return of the S&P 500.
MSCI EAFE 4.12%  14.01% Large cap stocks once again lagged. Growth stocks, which have been trailing value
MSCI Euro 2.55% 8.92% stocks for years, also began to perform better as the year wore on, but still ended
MSCI Far East 10.63%  24.16% | the year with a mixed performance. High quality stocks also lagged low quality
MSCI Japan 11.86%  25.63%

again this year despite superior earnings performance as P/E multiples continued

US Economic Sectors (Price Change Only) to compress. Energy and utility equities were by far the best performing groups

Enerzy 7%  291% | in2005. Stewardship Partners’ focus on quality growth stocks meant we were
Utilities -6.3% 12.8% not a beneficiary of these trends, but we were nevertheless blessed to be able
Materials 10.6% 2.20% to surpass our benchmarks in our US,
Consumer Staples -0.10% 1.30% | Global, International and Balanced .
Health Care 100%  490% | BRI vortfolios for th Table of Contents:

‘ portfolios for the year. Our US
Industrials 4.50% 0.40% .
Consumer Discretionary 080% -740% | BRIportfolios have now outperformed | Market Commentary 1
Financials 750%  3.70% | in four of the last five years and six of
Technology 0.90%  0.40% | the last seven quarters. We are very BRI Commentary 7
Telecom -1.10%  -9.00% grateful that we have been able to bless o

i th th Ministry Commentary 10
Source: ISI, Merrill Lynch, MSCI our clients with these returns.

Page 1



SRR M ARKET COMMENTARY

PARTNERS
CaN Economic GrRowTH ENDURE THROUGH 2006?

“Do not fear what they fear, do not be frightened.” 1 Peter 3:14b(NIV)

Q s is usual, a fair degree of pessimism exists regarding the growth

potential for the US economy in 2006. Many forecasters are US Consumer Financially Strong and Getting
apparently unwilling to believe an economy that had to work hard to 5

. . ) . ; Stronger
sustain itself through a difficult 2005 will be able to continue to deliver 8
. . . . US Consumer Net Worth
normal levels of growth in 2006. The most important concern raised is ($s in Trilions)

the overleveraged, hyper-spending US consumer will finally succumb |50 1
to exhaustion as a result of higher interest rates, speculative home 45
mortgage financing, higher energy bills and weaker housing prices.

Given the consumer accounts for 70% of US economic activity, other |40 4 $52 Trillion!

sectors of the economy would necessarily have to perform very well 3
to offset any significant weakness in consumer spending. While the

consumer is indeed pressured, we believe these fears may be overstated. |30 1

The primary factor supporting a more positive view of consumer 55
behavior in 2006 is that employment remains strong. Depressed 95 96 97 98 99 00 01 02 03 04 05 06
consumer spending is almost always a function of a weakening job Source: ISI

market and there is little in the economic data to suggest consumers are about to begin fearing for their livelihood anytime soon.
Accordingly, while consumer spending growth may moderate somewhat in 20006, it is unlikely any such trend will lead to an overall
economic setback. Moreover, the consumer’s balance sheet is strong and strengthening (see Chart 2), a trend we expect to remain
in place over the next decade as baby-boomers get more serious about retirement and wealth creation opportunities abound.

Many also worry the Fed will overshoot its goal of raising interest rates to a level where economic growth can continue apace while
inflation remains subdued. This is a legitimate worry as the Fed has habitually done just this in the past, usually increasing interest
rates until a weak link in the economy gives way and a limited crisis ensues. It has been speculated that the potential bankruptcy
of General Motors may prove to be this cycle’s signal that the Fed has put too tight an interest rate squeeze on the economy. Those
who believe the Fed has already gone too far point to the flat and near-inverted yield curve (where short-term interest rates are higher
than long term interest rates) as evidence. Inverted yield curves have almost always presaged a period of economic weakness, if not
an outright recession as seen in Chart 3. While the economy seems exceptionally healthy at the moment this is a development that
does deserve monitoring.

Chart 3 There are also worries many of the trends that greatly aided economic

Recession Ahead? growth in the last half decade have either gone away or have turned
Flat Yield Curve Often Predicts Slowdowns into a potential drag on economic growth. As the economy flirted with

Spread between 10 yr. & 3 Month Treasury Yields . . . .
Recessions Shaded deflation in 2002 and early 2003 economic policy makers used every
500 Basis Points weapon in their arsenal to avoid this dreaded outcome. For example,
400 the Fed lowered short-term interest rates to just 1%, which stimulated
300 . economic growth greatly. Now, however, these rates are at 4.25% and
200 could go higher in the months to come thereby restricting growth.
1004 Furthermore, the administration passed an aggressive tax cut scheme
0 - that also fostered economic growth, but this impact has now worn off
-1004 and concerns are mounting about the permanency of these tax breaks
-2004 in light of projections for sharply higher federal budget deficits in the
'30053 s 5 3 93 05 years to come and the possibility of the republican party losing control
Source. TSI of the Congress. The long rise in the value of homes and the growth
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in home ownership also built up the consumer’s confidence and net Chart 4

worth, but this too appears to be coming to an end. Such an outcome . . .
h he b b  ved as thev b < hd Homeowners Deplete Equity in Their Homes
threatens the bonanza consumers have enjoyed as they have withdrawn US Mortgage Equity Withdrawal

sizable amounts of equity from their homes via ever more risky and $s in Billions

often variable rate mortgages (see Chart 4). With such financing |
techniques coming under fire, housing may no longer be the boost for | |
the economy it has been recently. Even the policy to weaken the value | 54 |
of the US dollar to spur US exports and thwart imports has reversed | 40
over the past year. 300 -

200
We are not so concerned and “do not fear what they fear.” These | 100-
formerly aggressive economic policies were appropriate at the time 0

and were successful in defeating the deflationary threat and placing the |-100

economy on a sound footing. The economy now appears to be able 0 75 8 8 9% 9 00 05

to grow at an adequate, self-sustaining rate without the need for such Source: ISI

dramatic stimulus. Just as the Fed slowly reduced its accommodation as the economy recovered from its deflationary wounds, all of
the other stimulants to economic growth also needed to be withdrawn to avoid overheating. While many concerns always abound
regarding the economy, we are optimistic steady growth accompanied by low inflation expectations, a friendlier Fed, a welcome
moderation in the real estate market and perhaps a slightly weaker dollar will prove to be a pleasant surprise to investors in 2006.

PERSISTENTLY BETTER THAN EXPECTED GLOBAL EcoNnomic GROWTH LIKELY

“How blessed is the man who finds wisdom.” Proverbs 3:13 (NIV)

Not only do we believe the outlook is favorable for economic

growth in 2006, but we also suspect investors are unwisely . . .
underestimating the global economy’s long run wealth creation Overseas SaVngS- Huge a.lld GrQWlng Rapidly
Foreign Gross National Savings

potential. Investors often tend to be unduly pessimistic. One of $ in Trillions
Stewardship Partners’ foundational principles, however, is we are opti- 7
mistic. There is abundant evidence throughout history that progress
and innovation are forces which cannot be restrained. Indeed, we
believe it is a tremendous blessing to be living during this period of 6
flourishing capitalism and expanding democracy. While we recognize

$8 Trillion

5 4
caution is at times advisable for investors, a long-term bias towards
optimism is typically helpful in the pursuit of superior returns. 4 4

3 -

There are, of course, many issues which are legitimately disconcert-
ing for long-term investors. These issues are hotly debated and thus 2
at the forefront of most investor’s minds. Optimistic scenarios, how-
ever, generally receive little coverage. Discerning investors recognize
that remaining optimistic gives them an edge. And there are plenty of reasons for optimism. For example, a great swath of the
world’s population has seemingly reached a point of critical mass where the rapid growth generated by their developing economies
is now favorably impacting the entire world. Economic growth and wealth creation possibilities in the developed economies are
ratcheting higher since the developed world has much that the developing nations need to continue their sprint to prosperity. The
implications of these developments are still not fully understood and lead many forecasters to be unduly pessimistic. Investors who
look beyond the headlines, however, gain wisdom that can lead to financial blessing.

82 84 86 88 90 92 94 96 98 00 02 04 06
Source: IMF and ISI

For example, forecasters are concerned about profligate US spending habits. We have pointed to the disturbing rise in the US
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US Borrows to Buy More
US Current Account Deficit as a % of GNP

Percent
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Source: ISI

current account deficit as evidence of this. As we better understand
the impact of the rapidly growing wealth in the developing world,

our concerns have subsided. Currently, there are $8 trillion in savings
outside the US and this is expanding rapidly (see Chart 5, previous
page). It is inconceivable that those who own these savings would not
have a meaningful portion invested in the currency of the world’s largest
economy and greatest military superpower. As long as the US economy
is able to make available to foreigners attractive financial assets, it should
have little difficulty in servicing its current account deficit. This may
require maintaining interest rates at levels higher than other countries in
order to enhance the attractiveness of US bonds. Still, there is a rapidly
growing pool of global savings that may be more than sufficient to
finance the US current account deficit (see Chart 6).

While US interest rates may need to remain higher than other nations in
order to help attract this needed capital, this does not mean interest rates

will be high. Another benefit of the emerging market’s growth is the pool of savings may be growing even faster than the US consumer

and government can spend money, thereby creating a global glut of sav-
ings. In many ways, the admirable savings habits of these developing
nations have helped hold interest rates low around the globe and have
therefore been partly responsible for the housing boom in the United
States and elsewhere. Perhaps the main reason the US Treasury bond’s
yield has remained flat in the face of rising short-term interest rates is
that there is a shortage of these bonds relative to the global demand for
them. Given these dynamics, the currently flat, and perhaps soon to

be inverted, yield curve may not be the threat it has proven to be in the

past.

The level of inflation also influences interest rates. The rapid growth

of the emerging markets is pushing prices of many commodities, from
oil to copper (see Chart 7), sharply higher, leading to inflation worries.
Not only has the developing world provided us with the blessing of a
glut of savings, it has also provided us with a glut of talented, low cost

Copper Price Soars!
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workers. As a result, very high growth in wages, one of the principal factors behind damaging long-term inflationary trends, has not and
likely will not, occur. This is not to say wages have not grown. On the contrary, wage growth has continued in the US, but at a rate that

US Productivity Races Ahead

Helps Maintain Profits and Contain Inflation

Yearly Percent Change
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has not stoked the fires of inflation.

These developments, coupled with outstanding productivity growth
(see Chart 8), have allowed the world to enjoy above average, non-in-
flationary growth and high corporate profit margins. Wealth creation
opportunities in this environment are outstanding and there are other
favorable ramifications as well. For instance, the currently large pro-
jected US federal budget deficits after 2010 may prove to be less onerous
than imagined as better economic growth and above average wealth
creation translate into higher governmental revenues without a need

to resort to increased tax rates or spending cuts. Over the next several
decades, developed world economies (which were originally agrarian in
nature and then evolved first to industrially focused and finally to being
service based over the last 200+ years) may find the next step in the
process is for a progression to an investor centered economy where the
principle occupation of many in society is to oversee their investments.
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DECOMPRESSING EQUITY VALUATIONS

“The Lord abhors dishonest scales but accurate weights are His delight.” Proverbs 11:1 (NIV)

High productivity and the global glut of savings and workers
also have very favorable implications for corporate earnings
and equity valuations over the longer term. While corporate earnings
have been consistently better than most forecasts in recent years, equity
valuations as measured by price-earnings multiples, have been steadily in
retreat from the lofty levels seen during the Bubble. Asshown in Chart
9, the decline in the S&P 500’s P/E over the last five years has been quite
severe. While some of this drop reflects a correction from the insanity
of the Bubble years, the continued fall in 2005 is remarkable given the
stability in long-term interest rates and upward revisions in corporate
earnings expectations.

Changes in P/E multiples are almost always the primary driver behind
substantial moves in equity prices. Movements in the level of interest
rates are, in turn, one of the main reasons P/E ratios shift. With an
excess of global savings it is unlikely long-term interest rates will move

150% 1

-75% -
Dec-55

5 year % change in S&P 500 P/E

Percent Change
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Chart 10
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significantly higher without an inflationary scare. If inflation does not become a worry,
it is possible investors might be surprised to find long-term interest rates once again
declining in 2006 and beyond. Since the global glut of workers and strong productivity
are both working to keep inflation under control and corporate profits high, there does
not now appear to be reason for great concern about rising levels of inflation. The
greatest threat of a rise in inflation expectations comes from the price of energy, as
seen in the aftermath of hurricane Katrina. While oil prices have fallen from peak
levels, they have remained persistently high despite adequate levels of supply (see Chart
10). With oil trading recently becoming one of the most profitable businesses for Wall
Street brokers, the normal pricing mechanisms may not be totally reflective of the sup-
ply and demand for oil. Additionally, the higher oil price is stimulating the search for

280 |-
alternative energy sources and conservation strategies. Assuming no unusual disrup-
Range Bottom J . lobal
260 Lo . ) ) . tions to global energy
07-Jan  O1-Apr 24-Jun  16-Sep 09-Dec | demand or supply, we Chart 11

Source: ISI would expect energy P/Es May Expand in 2006
prices will not only not be an inflationary threat but that they also may S&P 500 Actual P/E vs. ISI Model P/E
contribute to a decline in inflationary expectations as prices fall. 30 -

28
Given this, what might be an appropriate level for the S&P 500’ P/E | ¢ |
multiple in 20062 A model constructed by leading economic forecasting |54 | Model
firm ISI (see Chart 11) which has had reasonable success in predicting |5, | Dec-06
future P/E levels suggests a P/E of 19x at the end of 2006 would be an | | 19:0x
“accurate weight” given expected economic conditions. If this were to | g |

. . . . S&P P/E
come to pass, investors would be quite pleased as the S&P is now selling | 16 J Dec-05
closer to 15x its expected 2006 EPS. Should the S&P sell at 19x its | 14 J 16.2x
2006 forecasted earnings, investors will be blessed by a roughly 30% |12 i i i i i
total return for the year. Mar-95 Mar-97 Mar-99 Mar-01 Mar-03 Mar-05
Source: ISI
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Frer OF FED'Ss GRIP, STOCKS SHOULD ADVANCE AT A “LESS MEASURED PACE” IN 2006

“1 know the plans I have for you...plans to prosper you...plans to give you hope.” Jeremiah 29:11 (NIV)

‘ x Jith the Fed signaling the end of its “measured pace” rate increases, the force Table 2

throttling P/E ratios should soon be removed. P/E ratios rarely expand when Fed Usually Eases Quickl
the Fed is tightening. Given the long period of rate increases, we believe there may Y . Y
0b B d & for hish linles < ) R Months Between Last Tightening and First Easing

well be some “pent up deman for higher mu tiples since earnings performance | L o 4 of Months
has been strong. The S&P 500’s earnings have advanced roughly 30% over the $120/85 12/17/85 10
last seven quarters but share prices have risen only 11%. The stage appears set for '

« » . 5/20/86 7/11/86 1.5
stocks to advance at more than a “measured pace” in 2006. Moreover, by the end o487 487 "0
of 2000, the Fed may actually be lowering rates as suggested by the historical trends '
. . . . . 2/24/89 6/5/89 3.0
indicated in Table 2. Surely, if economic growth slows, like many expect, the Fed
will quickly lower rates and transform the yield curve to its more normal positive 2195 716195 30
slope. Stewardship Partners believes the probability of rewarding stock price action 312591 9/29/98 18.0
in 2006 is greater than normal. Only rising inflationary concerns could seemingly 5/16/00 1/3/01 70
undermine the positive environment we foresee, and this appears to be a remote Average 5.8
possibility at this juncture. Source: ISI

One area of concern, however, is the growing crisis with Iran. Unlike the case of Iraq, the US is joined by the UN and many European
nations in its concern over the country’s attempt to build a nuclear capability. Should tensions rise to a point where Iran’s ability to
export oil is threatened, oil prices could spike higher. This, in turn could lead to rising inflation expectations, concerns about economic
growth or both. A worldwide outbreak of the avian flu could also have dire repercussions for investors in 2006.

Toiie 3 Shoulfl such SCCI.laI'iOS be avoidfed, one factor that may boost P/E ratios in

2006 is speculative money leaving the now more sedate real estate market
Large Cap Stocks Offer Best' Yalue and finding a home in resurgent equities. Additionally, there remain ample
P/E by S&P 500 Market Cap Quintiles . ;
Market C DE DS 05 /Y Ch funds in money market, bond funds and real estate investment trusts, a
a2LAd ‘ . . . . . . .
| At :; . ¢ portion of which may be attracted to equities if share prices advance vigor-
intile 1 128,104. 16.2 2.59 . .. .
Qufmf ¢ $ ) * 32:5% ously. Hedge funds could also more aggressively position portfolios towards
Qufmfle 2 19,172.7 17.6 243 equities, particularly if oil and other commodities prove less rewarding then
Quindile 3 11,352.5 168 224 recently. Foreign equities could also benefit from any renewed decline in
Quintile 4 6,994.3 19:1 12.7 the US dollar but we would not be surprised if the dollar’s value drops only
Quintile 5 3,436.2 20.3 16.0 moderately during 2006. Large cap stocks offer the best value (see Table
Source: ISI 3). In favorable, risk-taking markets, however, higher beta small and mid

cap stocks often perform best. Growth stocks may also flourish in a more hopeful environment for equities.

While we expect worthwhile returns for stocks in 2006 as wealth creation opportunities abound in an environment of above average
global economic growth, low inflation and high productivity; short-term forecasts like this are usually of questionable value. Numer-
ous things could go wrong, many which are largely unpredictable, such as terrorism or natural disasters in areas of vital economic
interests. Even so, these same favorable factors look to endure for years to come and we are therefore also encouraged by the long-term
outlook for stock prices. In the end, we are convinced that patient, disciplined equity investors will see their wealth grow at an at-
tractive rate in the years to come. As has been true throughout history, the Lord has shown that he has plans to prosper his people
and thus there is reason for hope.

We at Stewardship Partners continue to be grateful for the opportunity to serve your investment needs. Please do not hesitate to
contact us if you have any questions or if we can be of any assistance.
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BiBLICALLY RESPONSIBLE INVESTING (BRI)- INVESTING As JEsus WOULD

“Blessed are they that maintain justice, who constantly do what is right” Psalm 106:3 (NIV)

S tewardship Partners, founded in 2000, is a leader in the field of investing with a Christian perspective,

o a form of Socially Responsible Investing (SRI) known as Biblically Responsible Investing (BRI). Rusty
Leonard, CFA, Stewardship Partners’ founder and CEO, practiced this investment philosophy while man-
aging over $3 billion of assets as a portfolio manager from 1989 to 2000 with the Templeton organization.
He also had the privilege of working directly with the world-renowned global mutual fund manager, John
Templeton. By employing a BRI approach to investing, Stewardship Partners seeks to achieve long-term
capital gains through ownership in securities of companies that are a blessing to mankind. Conversely, we
seek to avoid profiting from owning companies engaged in sinful activities that bring physical and spiritual
loss to our fellow man. Our heart’s desire is to do no harm to our fellow man in the process of being the
best possible guardians of the wealth the Lord has given us stewardship over. Simply put, a “what would Jesus do” approach to
portfolio management is what we seek for our clients.

Below are just some of the issues of concern to Stewardship Partners and the specific sinful activities that fall into each category:

1. We desire justice and mercy for the defenseless so we screen out companies involved in:
* Abortion
*  Dersecution of Christians and other oppressed peoples
* Life destroying scientific research

2. We desire justice and mercy for the poor and needy so we screen out companies involved in:
*  Dolitical oppression
*  Any abuses of the poor, children and the elderly

3. We have compassion for those addicted and/or engaged in sinful lifestyles and those organizations that support such
activities:
*  Alcohol, Gambling and Tobacco
*  Pornography
*  Homosexuality

4. We want protection of the institution of marriage and the family so we screen out companies involved in:
*  Entertainment that seeks to destroy biblically-based attitudes
*  Efforts to promote alternative lifestyles

Additionally, there are a number of areas of interest to us where we favor companies that clearly embrace:
*  Honesty, Compassion, Diligence, Prudence and Creativity
*  Support for quality products at fair prices and constructive stakeholder relations
*  Support for a sustainable and healthy environment
*  Support for charitable giving
*  Support for the Jewish people and the state of Israel
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Armed with this information, we are then prepared to make as strong an effort as possible to build investment portfolios that reflect
our client’s Christian worldview. We obtain the information on the objectionable practices of corporations from our affiliate The
Institute for Christian Worldview Research (ICWR) and the information on the positive attributes of corporations from both
ICWR (http://www.icwr.com) and our friends at American Values Investments (http://www.americanvalues.com/). We believe
these sources of information give Stewardship Partners the best database of BRI information that currently exists.

It is our hope that over time, we and other firms like ours may be able to gather enough assets under management to be able to
influence corporate behavior with biblical principles. As things presently stand, a biblically based Christian message is not being
heard as effectively as it could in the financial marketplace. The amount of money dedicated to BRI is growing rapidly but still pales
in comparison to the amount invested in SRI funds which sadly often support sinful activities.

For a more in depth study of the topic of Biblically Responsible Investing, please see our paper entitled “The Biblical Basis for Bib-
lically Responsible Investing” which can be found at Stewardship Partners’ website under Biblically Responsible Investing.

BRI 1N AcTiON - EXAMINING CORPORATE BEHAVIOR

“Love must be sincere. Hate what is evil; cling to what is good” Romans 12:9 (NIV)
elow you will find an example of both a company that exhibits exemplary character, Valero Energy, and one we avoid, Ford
Motor, in our desire not to be co-owners of enterprises engaged in or supportive of activities which are harmful to our fellow

man and our Lord’s creation. We believe, in the long run, both countries and companies that most align their activities with
biblical principles will achieve the greatest success.

THE GooD - VALERO ENERGY - OUTSTANDING CORPORATE CITIZEN

“Instruct them to do good, to be rich in good works, to be generous”. 1 Timothy 6:18a (NIV)

WVALERO alero Energy has won numerous awards for its superior corporate citizenship. Most
C GRMEE%II:}G; recently, the company ranked number three on Fortune Magazine’s list of “100 Best

Companies to Work For”. Two thirds of a company’s score in this evaluation is based off
returns from confidential employee questionnaires and management at Valero repeatedly credits its employees for their success.
The foundation for the company’s superior reputation, however, can be traced back to its long time CEO and now Chairman,
Bill Greehey’s admirable and long-standing efforts to position his company to be a blessing to all it encounters. Greehey, who was
Valero’s CEO from 1980 until 2005, clearly put his imprint on the company, both operationally and through its charitable activi-
ties. Greehey’s faith has clearly influenced his actions and the company is well known as a generous donor to many causes including
many Christian ministries. Greehey’s efforts and the positive response of the entire Valero staff are an outstanding example of what
a biblically-based approach can achieve in a corporate environment.

Valero is North America’s largest refiner of crude oil, refining 3.3 million barrels per day that is, in turn, distributed to consumers
via its 4,700 gasoline stations. The company has revenues of over $75 billion annually and 22,000 apparently very happy employ-
ees. The company is well known for having never laid off an employee and for offering a very extensive benefits package.

Valero states that the company’s employees are its most important asset and the first point of its mission statement speaks to the
company’s commitment to the safety of employees. Valero’s safety record is the envy of the industry. Valero owns fully half of the
refineries in the US highlighted by OSHA as “Star Sites” in terms of employee safety. This represents more than half of the com-
pany’s refineries and Valero is committed to attaining this desired designation at all 19 of its refinery facilities. Only 19 of the 149
refineries in the US currently have this designation.
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Valero is also committed to environmental stewardship. Valero aggressively pursues the highest standards of environmental safety
as indicated by its winning the Environmental Excellence Award at the 2004 Global Energy and Environmental Excellence Awards
ceremony. It has also received many other environmental awards in past years from a variety of organizations. Valero has also
spent billions, some of which represented voluntary environmental programs pursued by the company without any governmental
prompting, on improving the company’s environmental position. Billions more are earmarked for environmental improvements in
the years to come. The company is also a leader in the production of cleaner burning fuels.

Also noteworthy is Valero’s charitable efforts. The company has long been known as an outstanding corporate philanthropist and
Chairman Greehey’s belief that a company cannot be truly successful without giving back significantly to its community is clearly evi-
dent in Valero’s actions. The company has been a significant sponsor of the Fellowship of Christian Athletes and more than 400 other
non-profit entities. The company’s generosity has rubbed off on its employees since 95% of its workers have participated in giving to
the United Way and its average gift per employee is the highest in the US. Employees have also donated over 200,000 hours of time to
charitable groups aided in part by company sponsored Volunteer Councils. Additionally, employees have raised hundreds of thousands
of dollars for the Children’s Miracle Network and the Muscular Dystrophy Association.

Valero’s good works are no guarantee of long-term investment success but, as Biblically Responsible Investors, we know we are at

least engaging in good biblical stewardship as we seek favorable investment returns through ownership of this company. It is a
company that we can be proud to own!

THE BAD - FOrRD MOTOR - FUNDING THE SIN OF HOMOSEXUALITY

“Things that cause people to sin are bound to come, but woe to that person through whom they come” Luke 17:1 (NIV)

ord Motor has recently been in the news because it has found itself caught in the middle between a threatened boycott of its products

by The American Family Association (AFA), a Christian ministry, for its broad support of the sin of homosexuality and pressure from
homosexual groups worried that it might make changes to its policies benefiting homosexual groups as a result of that threatened boycott.
Initially, the company agreed to give up advertising its products in several homosexual magazines as a means to appease not only the AFA but
also a group of it dealers located in the Southeast portion of the US who were Christians themselves and supportive of the AFA’s concerns.
While the last chapter in this story may have yet to be written, it now appears that Ford is making indications that it will not cease its ad-
vertising in homosexual publications.

Of course, Ford’s support of the sin of homosexuality is much more extensive than simply its advertisements, which are voluminous. Indeed,
the company is one of only 22 companies whose activities in support of the sin of homosexuality are so extensive that ICWR rates the firm
as one of the corporate world’s most active supporters of this lifestyle. Ford has on 16 separate occasions donated corporate funds to homo-
sexual groups and has been a corporate sponsor of homosexual parades and other events at least 10 times. In fact, the company reportedly
made the largest gift ever to a homosexual group from a corporate donor in 2005, a $250,000 donation to the Affirmations Lesbian and Gay
Community Center of Ferndale, Michigan. Ford also sponsors an employee group that affirms the homosexual lifestyle. Given the broad
nature of Ford’s support for the sin of homosexuality, we believe that it would be inappropriate for a Christian investor to own Ford shares
and have their shareholder funds used in this manner.

There are a multitude of attractive investment opportunities available to Christian investors, many of which will likely perform better than
Ford’s stock over the long term. Of course, even if we had perfect foreknowledge that Ford’s stock was going to be the best performing stock
on the New York Stock Exchange over the next year, we would still not invest in it due to its active support for homosexuality. Our compas-
sion for our fellow men and women caught in this sin causes us to look to achieve investment returns elsewhere as we would not want
the assets we are stewards over being utilized so aggressively to bring harm to those our Lord loves. Ford management no doubt believes
it is doing a good deed by supporting homosexuality and we respect their good intentions. Nevertheless, when Ford is so actively promoting
what the bible clearly identifies as sin, we cannot in good conscience allow ourselves to become a part owner in the company.
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OUR ULTIMATE GOAL - FUNDING THE LORD’S WORK

“Therefore go and make disciples of all nations” Matthew 28:19a (NIV)

It is our hope that Stewardship Partners’ ability to produce wealth for you will help you to share with God’s people who are in
need and assist in fulfilling the great commission. Our non-profit ministry affiliate, Wall Watchers, provides a free service to
help you educate yourself about the many wonderful Christian giving opportunities available to wise donors. We invite you to join
the over 90,000 other monthly visitors to our ministry’s website at www.MinistryWatch.com, the internet’s top site for donors to
Christian ministries. Should you desire to have someone show you how to best use the www.MinistryWatch.com site, please con-
tact Rod Pitzer at 704-841-7828 or rpitzer@wallwatchers.org. We would be pleased to be able to help you bless God’s people who
are in need. Rod would also be happy to sign you up for our monthly e-mailed newsletter, MinistryDirect that keeps you informed
about important matters in the world of Christian ministries. You can also sign up yourself on our website. Additionally, Wall
Watchers offers a bi-weekly e-mail newsletter with updates from our stewardship education site www.theGoodSteward.com which is
visited nearly 25,000 times each month by Christians seeking wise, Biblically-based counsel.

MINISTRYWATCH.COM SHINING LIGHT MINISTRY — FAMILY (GUIDANCE

“Whatever you did for one of the least of these... you did for me”. Matt 25:40 (NIV)

F amily Guidance is a Pittsburgh based Christian ministry that secks to come to the aid of troubled youth utilizing biblical principles to restore
their lives. Over 100 churches and other organizations provide over 340 volunteers to minister to the needs of these children who have
often been effectively “orphaned” by their parents. Over the last year, these volunteers provided 38,000 hours of love to these needy, innocent
children, impacting many for eternity. One-on-one mentoring is a key component of Family Guidance’s work with children and the ministry
also offers a camp program, bible study clubs and counseling and other ministry to the parents of at risk youth and gang members.

Beyond the obvious good works our MinistryWatch.com researcher found during a visit to Family Guidance’s facilities, the ministry is also
committed to treating donors respectfully. Family Guidance receives an “A” Transparency Grade from MinistryWatch.com and a three star
Financial Efficiency Rating. This ministry’s work is based on sound biblical principles and a deep-felt desire to bring the love of Jesus to those
who are weak and in the greatest need of the life-restoring power of the gospel.

THE CHRISTIAN MINISTRY MARKETPLACE — HELPING DONORS GIVE WISELY

A generous man will prosper, he who refreshes others will himself be refreshed” Proverbs 11:25

uch like the stock market provides for a sensible and efficient allocation of capital in our economy, the rise of a Christian

Ministry Marketplace is providing donors with a myriad of helpful resources to maximize the impact and joy of giving to
the work of the Lord. As donors begin to take their giving as seriously as their investing, they will find the assistance offered by the
groups listed below to be invaluable. By utilizing these resources, donors are not only likely to make better personal giving deci-
sions, but are also contributing to the growth in the marketplace itself. By so doing, they are helping to lay a foundation for wiser
giving for all who follow in their footsteps. Accordingly, we encourage donors to investigate how these groups might help you to
give more wisely, achieve a greater impact and create increased joy for both yourself and receivers of your gifts.
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The Christian Ministry Marketplace

Resources for Christian Donors

Y

stian ministries?

ow WHERE

to invest in kingdom ministries?

| Advisors: Ministry Research:
- ECFA
(ecfa.org)
mmunity Foundation - Generous Giving
ons.org) (generousgiving.org)
sociation of Christian - Geneva Global
onsultants (genevaglobal.com)

N J - MinistryWatch.com
ristian Foundation (ministrywatch.com)
ristian.com) . ]
] Investing ] ) - Samaritan’s Guide )
linvesting.com) (www.acton.org/cec/guide/)

Ministry Mutual Funds:

- Nat’l Christian Fdn
(nationalchristian.com)

%222582%‘_8%) ingiving. Online Donation Services:

dwards & Co. - Network For Good
dwardsCompany.com) (networkforgood.com)

- Kintera
(kintera.org)

FFATURED CHRISTIAN MINISTRY MARKETPLACE MEMBER - SRG

“For lack of guidance a nation falls but many advisors make victory sure”. Proverbs 11:14

e -, RG, which stands for Strategic Resource Group, is a Christian organization that is seeking to combine a
STRATEGITC heartfelt passion for sharing the gospel of Jesus Christ with those in the “10/40 window” with sound strategic
RN @ABR @ 2 chinking and planning. SRG is secking to maximize Kingdom resources by using new technologies as well as
GROUT the latest developments in both the mission world and the investment world. They have assembled a team with
- —— a broad range of experience in both missions and business. By bringing these two worlds together they hope to
be able to accomplish more than we would be able to do separately. SRG secks to identify the most strategic ministry efforts that have the
greatest potential to spread the Gospel, disciple believers, support national churches and see new churches established. They then “bundle”
these initiatives into “portfolios” for strategic impact. They then present these portfolios to Resource Partners and encourage them to invest
resources in these ministry initiatives.

Headed by President Ron Ensminger, SRG has put together a number of portfolios that contain giving opportunities that are geared for long
term strategic impact. Potential donors are encouraged to contact SRG at PO Box 1809 Easton, MD 21601 or at 410-820-6962. SRG has
a variety of effective means in which a potential donor can leverage their resources to achieve greater impact, including ministry mutual funds,
donor advised funds, legacy fund options and the ability to focus your giving on particular types of project portfolios like evangelism, youth
ministry, human rights issues and women’s ministry. SRG’s extensive knowledge of critical cultural issues in the 10/40 window, particularly
in the Middle East, and their long standing relationships with key Christians and organizations in these regions allow donors to more quickly
and effectively achieve their desired objectives.

SRG’s website is http://www.srginc.org
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s prepared an eternal home for us that He very much desires tc
e are unable to enter into heaven, which is by its very nature p
eternity, our God devised the only possible solution — a divine

fect and thus without sin, as a sacrifice to pay the penalty for ou

ath, all of our sins, so that we in turn could receive all the glory
e were made perfect and, in our now perfect state, we are able

ess to participate in this divine exchange? By respondin
our God through an amazing act of your own.
er through your heart, mind and soul, you
it was your sin that led to His sacrifice

¢ information provided herein is not a complete analysis of every material fact respecting any industry, security or investment. Opinions expressed by Stewardship Partners are subject to change without notice. Statements of fact cited
by M. Leonard have been obrained from sources considered reliable. No repr tion, however, is made as to the completeness or accuracy of any statement or numerical data in the article. This publication may include technical or other
inaccuracies or nrpoaraphlcal errors. Stewardship Partners assumes no responsibility for errors or omissions in this publication or other documents which are referenced by or linked to this publication.
This publication is provided “as is” without warranty of any kind, either express or implied, including, but limited to, the implied warranties of merchantability, fitness for a particular purpose or non-infringement. In no event shall Steward-
ship Partners be liable for any damages whatsoever, mdudmg without limitation, special, incidental, indirect, or consequential damages of any kind, whether or not advised of the possibility of damage, and on any theory of liability, arising

out of or in connection with the use or performance of information in this publication.
Other names, logos, designs, titles, words, or phrases in this publication may constitute trademarks, service marks, or trade names of other entities, which may be registered in other jurisdictions.
This publication intended for educational purposes. The information contained in this publication is periodically updated. No statement in this publication should be construed as a recommendation to buy or sell a security or to provide

investment advice.
Performance information is historical and should not be considered representative of current conditions or predictive of future results. All securities investments fluctuate and involve risks. Foreign securities may involve additional risks,

including but not limited to changes in currency rates and the application of foreign tax laws, as well as changes in government, economic, and monetary policy.
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