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VISIONARY INVESTING

The third quarter of 2004 is findly
over, representing a continuation
of what has thus far been an
exasperating year for EDMP and
our business perspective investing
philosophy. Gengrdly spesking,
our portfolio companies continue
to meet or exceed expectations on
an opeading bass while the
guote-unquote “stock  market”
ether ignores the excdlence or
abaurdly punishes it.  Although
frustrating, we want to be clear
that this performance lag only
increeses our optimism.  The
father and tighter you dreich a
rubber band the farther and faster
it flieswhen findly released.

Strong Economy

As discussed in last quarter's
newdetter, the economy is
currently strong and  improving.
Its not perfect, and never is
however, on baance there is a
greet ded more dtrength than
weakness. It is important to keep
in mind that our economy, like dl
free economies, is in a condant
date of seeking equilibrium. The
forces of supply and demand are
processes of correction that work
meagnificently over time. If demand
is higher than supply, busnesses
will increase production to meet it
and vice versa.  In other words,

the economy sdf corrects itsf
through a logicd and rdiadle
process.

Present, Past, and Future

A supplement to the October 1,
2004 edition of the Kiplinger
Letter highlighted two very
important perspectives that we
would like to share because they
provide an elegant backdrop to
this newdetter’ sbasic theme. First
of dl, Kiplinger pointed out and
we quote “It has never been
easier to learn what's going on
in the world. Information pours
in 24 hours a day, every day,
from a range of sources: Nearly
70,000 U.S newspapers,
magazines, newdetters and
journals, 20,000 TV and adio
stations plus hundreds of
foreign-based publications and
thousands of Web sites and yet
is has never been tougher to sort
out that information.”

This continuous and instantaneous
information overload, that
Kiplinger spesks to, contributes
greatly to investor anxiety. There
is adways something to worry
about and our atention is
congantly being drawvn to it
Whether it iswar, terrorist attacks,
ol prices, budget deficits,
employment reports, presidentia
debates, dections etc., there exists

a continuous barrage of events and
issues for us to worry about.
Unfortunatdly, this overload of
negative, so cdled news, leaves
little time or energy to focus on the
greater amount of good that goes
unreported. Keep in mind, there
are no good news newspapers.

This leads to the second
perspective  that Kiplinger
provided that corrdates to
EDMPs sife and rdiable
investment  philosophy. Once
agan we quote Kiplinger: “ For
over 80 years, The Kiplinger
Letter has played a unique role.
Conventional news sources ook
backward, reporting  what
happened. We look ahead,
anticipating what's next: A turn
in the economy. A shift in
government  policy. An
emerging technology or other
key trend.”

Like Kiplinger, EDMP has, since
our inception, understood that our
role as portfolio managers is to
look ahead. To be a truly good
portfolio manager implies a
visonay invesing philosophy.
The truly good portfolio manager
does not fdl prey to the traps and
pitfals of past and present worries.
Ingtead, the truly good portfalio
manager searches  for  future
opportunities and advantages to

EDMP, Inc.- 320 W. Kennedy Blvd. - Suite 600 - Tampa - Florida - 33606 - 813-251-3055




2

exploit among the rubble of past
and present occurrences.

As synchronicity would have it, the
current edition (Friday, October 1,
2004) of “Business Week Onling’
is dedicated to a future vison of
the economy that is consistent with
the current makeup of the
portfolios that EDMP manages on
your  behdf. We  highly
recommend a careful and thorough
reading of this exciting information.
For brevity and convenience, and
snce it supports our thesis, we fet
compelled to share a few exciting
excarpts from this timely report,
and to offer our own editoria
comments as they apply to your
portfolios.

“ Seventy-five years is a mere
blink of history’'s eye. Yet since
1929, when Business Week was
first published, the work has
been transformed by profound
innovation and technological
wizardry. Three-quarters of a
century ago, there were no safe
and effective antibiotics, no jet
travel, no commercial television
and no computers. Many died
of routine infections. A five-day
ocean voyage was the main way
to get from America to Europe,
and “ wireless’ meant the wood-
paneled Radiola in the parlor.
Snce then our mastery of the
physical and biological world
has strengthened remarkably.
Life expectantancy has soared
and most of the planet can look
forward to being around for 65

years or more. The Green
Revolution has transformed
agriculture, and the earth can
now feed a global population
that has tripled since 1929.
We' ve left dusty boot prints on
the moon, created the Internet,
and learned how to read the
human genome.  Thanks to
these advances—and a string of
others—workers are able to
produce far more than they did
in 1929. Output per hour in the
U.S has risen almost fivefold
over the past 75 years....

The Sageis St

So a fair question to ask is this:
Should we expect the next 75
years to bring the same sort of
exciting and radical innovation
that has transformed
information  technology and
health care?  Or will the
progress be slower and more
incremental—an elaboration of
existing  technologies  and
industries rather than the
birthing of new ones? In short,
where is the Innovation
Economy heading?

Making  predictions  about
technological change is always
perilous. But, as we hope to
show in this Special Report, the
global economy could be on the
cusp of an age of innovation
equal to that of the past 75
years. All the right factors are
in place: Science is advancing
rapidly, more countries are
willing to devote resources to
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research and development, and
education, and  corporate
managers too, are convinced of
the importance of embracing
change. Across the range of
fields, from energy to biotech,
and from software to autos,
there are innovations brewing
that could revolutionize our
lives. In recent years scientists
in different disciplines have been
laying the foundations for
nanotech, preparing the way for
feats of engineering at the scale
of atoms and molecules. Such
small wonders could eventually
lead to vastly faster computing
devices based on carbon
nanotubes, miniature medical
probes, and new types of lights
and solar cdlls....

There are signs, too, that energy
technology is about to make a
dramatic leap forward, with the
promise of efficient fuel cells,
new approaches to solar power,
and safer nuclear plants. Such
advances have the potential, in
the not-too-distant future, to
overturn the economics of
energy, making the world less
dependent on oil and other fossil
fuels. And in the biological
sciences, the current limits on
health and mortality may turn
out to be a boundary waiting to
be traversed. ‘We are finding
out how life works in such
fundamental ways. If we can
leverage that to understand why
things go wrong it will have an
amazing impact.  Kevin W.
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Sharer, CEO of biotech giant
Amgen Inc. (NasdagNM:
AMGN-News): ‘I liken today to
1946, when the potential for
computers and electronics was
just emerging.’...

‘What's more,
engine for  innovation—the
U.S—is dill strong.  “‘We till
truly have the best graduate
programs in science and
engineering,” says Shirley Ann
Jackson, president of the
American Association for the
Advancement of Science. ‘And
we have the kind of economic
system and capital markets that
support the exploitation of
technological innovation.’...

the leading

Ultimately, innovation is about
continually pushing back the
boundaries of what is possible.

The true genius of capitalism is

that it provides economic
incentives for sustained
innovation. Will the
Information  Revolution  be

followed by a Biotech or Energy
or Nano Revolution? No one
knows. But with more and more
smart people around the world
working on new technologies—
and the lure of riches if they
succeed—the odds are looking
better than ever.”

At EDMP
We dlocate a great ded of our

resources and energy toward
edablishing as clear avison of the

future as possble. It is important
to recognize that a vison of the
future neither can be nor need be
pefect and precise. Ingtead it
must be ressonable and redligtic.

To a great extent, forecasting the
future implies cartain legps of faith
that are necessary and important.

For example, when we ae

evauding companies in
technology, pharmaceuticals or
biotechnology, we  caefully

srutinize  ther  commitments  to
research and development.

This is important because common
sense would dictate that a
sgnificant percentage of the future
profits these budnesses will
generate will come from products
and technologies that do not even
exig today. This has dways been
the case in the padt and it logically
follows thet this will be the casein
the future as well. Therefore, the
quality of their scientigts and their
commitments to innovaion are
important components of their
future growth.

Asredigts, we understand that not
every company we choose will
succeed, which is why we
diversfy. However, due to the
power of compounding and the
mathematica leverage it provides,
we aso understand that only afew
successes are needed to overcome
sved falures. More importantly
through the process of thorough
and diligent research we endeavor
to limt our midakes to
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disgppointing profits rather than
large losses.

Another important attribute that
EDMP  drives for  when
condructing your portfolios, in
addition to diverdfication, is
baanced growth. Consequently
we inves the majority of your
cgpitd in high qudity, d@bove
average blue chip  growth
companies whose futures are more
dependant on  demographics
(population growth & makeup)
than technological breskthroughs.
Although these companies may not
grow as fadt, they ae more
predictable and usudly pay an
attractive and growing dividend.
Therefore, they provide a solid
foundation of cash flow, above
average growth, and safety.

Examples of our blue chip growth
and income holdings would include
names like: Home Depot, Leggett
& Pat, Shewin Williams Co,
Kimberly Clark Corp, H.J. Heinz,
ConAgra, Carniva Corp, Mattd,
Newel  Rubbermad, Pitney
Bowes, etc. With  these
companies providing a solid base
of above average growth and
safety, we can confidently turbo
charge the portfolios with higher
rsk, but exceptiond growth
potentia, tech and biotech
opportunities.

There is yet another way tha
EDMP is currently baancing the
growth versus safety strategy with
a visonay gpproach. The
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pharmaceutica  industry  currently
offers an interesting mix of safety
coupled with high but risky
opportunity. Demographicdly, the
baby boomer generation and an
aging population represent
enormous future growth.  Big
Pharma (Merck, etc.) possesses
large war-chests of capitd and
resources, but das, a dearth of
new compounds to feed growth.
On the other hand, there are
literdly thousands of smdler
BioTech companies with promising
compounds and limited resources.
There is unquedionably not
enough venture cgpita to fund ther
projects. Therefore, itislogica to
assume that mergers, acquisitions
and draegic dliances with Big
Pharma are inevitable. In other
words, we can own the big and
financidly dtrong companies in
order to participate in the promise
of the smaller Biotechs.

[n Summary

A caeful andyds of the portfolios
that EDMP manages on your
behdf will dearly indicate thet they
ae extremey well postioned to
paticipate in the innovation
economy that Business Week
reported on. United Technologies
Corp. is a leader in fud cdls
Teradyne, Intel, Hewlett Packard,
Andrew, etc. are leaders in
computers and wireless
technology, and the list goes on.
Most of the profits that we expect
them to earn in the future will more
likely than not come from products

that don't even exist today.
Meanwhile, we have our blue
chips for safety, growth, and
income.

In the short run, we anticipate
some relative underperformance as
oil stocks and basic materids are
currently  attracting  investor
interest.  We genedly do not
participate in these stocks because
they are tied to an underlying
commaodity, do not provide long-
term growth, do not generate
returns above their cost of capital
and require managers to “time the
market.” We bdieve your
portfolios are well-baanced with
good growth pospects, and fully
expect to out-peform our
benchmark when the commodity
price scare plays itsdf out. Findly
and perhaps most importantly our
vaudions ae ether sound or
extremey atractive.  Therefore,
for the longer run we remain very
confident.

And, as we hope you dl agree in
thelong run Earnings Determine
Market Price. Always have, and
awayswill.

Sincerdly,

ACCA

CharlesC. Carnevde
Chief Invesment Officer
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