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Mission
Investment Excellence
Lifelong Relationships

Core Values
Our commitment — to our clients, our profession, 
our community and ourselves — is to:
> Exceed expectations
> Act with uncompromising ethics and reliability
> Advocate innovation and manage change
> Foster a collegial environment
> Enjoy the journey



2007 was a year of considerable volatility in the 
capital markets. Despite this uncertainty we were
fortunate to have another successful year. At the close 
of 2007, Ferguson Wellman managed more client
relationships and assets under management than ever
before. As always, we carefully calibrate our growth 
so as to maintain the quality of our client service. 
We selectively cultivate new relationships based on
minimum account size and the compatibility between
our investment style and our clients’ goals. We aim to
serve our clients for life.

Over the years we have made significant and strategic
investments in our systems. In doing so, our goal is to
effectively manage change and to advocate for those
innovations that are beneficial to our clients. In 2007,
our emphasis on such investments were corroborated: an
independent consulting firm rated Ferguson Wellman’s
reconciling, rebalancing, trading and reporting systems
the most efficient and technically advanced of any 
other investment advisory firm it had audited to date.

We also continue to invest in improvements to our
client services. In 2008 our clients will enjoy the
benefits of new offerings such as enhanced web reports
and electronic safe deposit boxes. Clients will also have
access to personal balance sheets and consolidated
reporting on all their assets — including those 
managed by other firms.

In an ongoing effort to create continuity and growth at
our firm, we invited Helena Lankton, senior vice
president and portfolio manager, to invest in Ferguson
Wellman. Employee ownership is a cornerstone of our
culture; by making shares of the firm available for
purchase, we stay squarely on track with our five-year
plan of transitioning a portion of our ownership to our
current and future leaders, who include Ralph Cole,
Lori Flexer, Jason Norris and Don Rainer. 

Annual Letter
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We are pleased to present our 2007 annual report,
which expresses the essentials of our mission of investment
excellence and lifelong relationships. It highlights our
diversified investment strategies: the ways we earn, and
measure, investment excellence. Throughout this report,
you will also see many of the people who develop and
manage these strategies, provide a wide range of client
services, and continue to grow our business with the
intent of creating lifelong relationships. 

As always, we thank you for the confidence and trust
you continue to place in our firm, and we look forward
to serving you in 2008.

Ferguson Wellman Capital Management Board of Directors (from left) 
Dean Dordevic, Jim Rudd, Steve Holwerda, Mark Kralj, George Hosfield

James H. Rudd, Chief Executive Officer

Steven J. Holwerda, Chief Operating Officer



After a steady climb from 2002 recession lows, the global capital markets have been
extraordinarily free of volatility in recent years. In July of 2007, this changed. In response
to soaring commodity prices, a weak dollar, decelerating global growth, a meltdown of
the subprime category and the bursting of the residential real estate bubble, volatility
returned to the capital markets with a vengeance. 

Without a doubt, fixed income investors were in uncharted waters for the last half of 
the year. With a full-blown liquidity crisis and the collapse of comparatively new and
misunderstood Wall Street products, there were many opportunities to lose capital.
However, we are pleased to report that our fixed income team navigated flawlessly through
this minefield and steered entirely clear of the collaterized mortgage obligation (CMO)
and structured investment vehicle (SIV) debacle. 

Virtually no asset class was immune from what proved to be a wild roller coaster ride:
the S&P 500 was up more than 9 percent on three occasions, and in negative territory
three times, before ultimately ending the year with a return of 5.5 percent. Amid this
extreme volatility, the investment team at Ferguson Wellman delivered an outstanding
year of relative performance with eight of our nine investment strategies surpassing 
their benchmarks. 

Delivering Alpha
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These are our Ferguson Wellman
professionals who work together 
to develop and manage our 
investment strategies.

Equity Team
Tim Carkin
Ralph Cole IV, CFA
Dean Dordevic
Lori Flexer, CFA
Steve Holwerda, CFA
George Hosfield, CFA
Mark Kralj
Helena Lankton 
Jason Norris, CFA
Jim Rudd

Fixed Income Team 
Marc Fovinci, CFA
Mike Knebel, CFA
Deidra Krys-Rusoff

MSCI EAFE  11.63% 

Lehman Intermediate Government/Credit  7.38%

Lehman Government/Credit  7.24%

Lehman Aggregate  6.96%

Lehman Municipal  5.85%

S&P 500  5.50%

Lehman Municipal Short/Intermediate  5.82%

Russell 1000 Value  -0.17%

NAREIT  -17.82%

2007 Industry Benchmark Returns

Alpha is an industry standard

to measure the performance of

an investment strategy in

excess of its benchmark index.



Over time, asset allocation is the greatest determinant of total portfolio return, and
last year was no exception. Recognizing consumers’ diminished financial resources and 
a slowing domestic economy, early in 2007 we trimmed our allocation to equities and
redeployed capital in fixed income securities. As was the case in 2006, our commitments
to both small cap and REITs were minimal. In 2007, as the year progressed, we modestly
reduced domestic equities in favor of international equities in order to exploit both the
weakening dollar and rapidly growing economies abroad. These parallel efforts to reduce
aggregate portfolio risk while providing opportunities for growth proved prudent as, 
by year end, the return on bonds outperformed domestic equities and the return on
international equities surpassed them both. 

Designed to: dynamically manage
multiple equity and fixed income classes. 
Established: 1989 
Benchmark: 50% S&P 500 and 50% Lehman
Government/Credit
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George Hosfield, Ralph Cole and Jim Rudd

The allocations listed are based on 12/31/07
portfolio allocation strategies. An investor should
carefully consider investment objectives, risks,
charges and expenses before investing in any
individual strategy.

Core EquityBalanced Portfolio International Equity

Designed to: consistently generate
returns in excess of the S&P 500 while
experiencing similar or lower risk. 
Established: 1989 
Benchmark: S&P 500

Designed to: capture non-U.S. equity returns through investing
primarily in high-quality, large-capitalization American
Depository Receipts (ADR) equities from developed countries.
Also provides exposure to emerging markets through individual
securities and exchange-traded funds. 
Established: 1994 
Benchmark: Morgan Stanley Capital International Europe,
Australasia and Far East (MSCI EAFE) 

7492

7494

5425

7493

5435

17%
Other

13%
UK  

43%
Europe

27%
Asia

7492

7494

5425

7493

5435

1%
Small Cap

40%
Large Cap

13%
International  

45%
Fixed Income  

1%
REITs

7492

7494

5425

7493

5435

16%
Mid Cap

42%
Large-Cap

Value

42%
Large-Cap

Growth



We believe that fixed income investments should provide a source of stability and
income for our clients’ portfolios. Over time, the principal value of the individual
securities should remain intact, and income should be maximized without taking excessive
risks. Our strategies seek to add value through careful and quantifiable risk management,
and our focus is therefore primarily on investment-grade securities. Once a portfolio is
structured, its duration, maturity, sector allocations and credit exposure are carefully
managed against benchmarks, on both an absolute and relative basis. 

Managing Risk 
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Intermediate Fixed Income Core Fixed IncomeMunicipal Bonds

Deidra Krys-Rusoff,  Marc Fovinci  
and Mike Knebel  

Core-Plus Fixed Income

Designed to: select investment-
grade securities from city and state
municipalities that will provide
stability and tax-free income. Each
portfolio is customized to take
advantage of the tax structure in
the client’s home state. 
Established: 1992 
Benchmark: Lehman Municipal
Short/Intermediate or Lehman 

Designed for: bond investors who 
are willing to tolerate higher risk 
in exchange for higher potential
returns.
Established: 2004 
Benchmark: Lehman Aggregate or
Lehman Government/Credit

Designed to: generate income and create
stability through bond maturities limited
to ten years or less; typical average
maturity is four years. 
Established: 1989 
Benchmark: Lehman Intermediate
Government/Credit

Designed to: provide the
highest possible levels of
current income through bond
investments while minimizing
the risk to principal.
Established: 1989 
Benchmark: Lehman Aggregate
or Lehman Government/Credit

The allocations listed are based on 12/31/07 portfolio
allocation strategies. An investor should carefully consider
investment objectives, risks, charges and expenses before
investing in any individual strategy.

7492

7494

5425

7493

5435

15.6%
Other  

2.7%
New York  

9.8%
California  

67.7%
Oregon

2.5%
Florida

 1.7%
Texas

7492

7494

5425

7493

5435

35%
Treasuries  

36%
Corporates  

1%
Mortgage-Backs

28%
Agencies  

20%
Treasuries  

21%
Corporate

40%
Mortgage-Backs

19%
Agencies 

7492

7494

5425

7493

5435

7492

7494

5425

7493

5435
20%

Treasuries  

17%
Corporates  

40%
Mortgage-Backs

19%
Agencies  

4%
High-Yield  



In order to provide a more aggressive growth option that is not highly correlated with
our existing core disciplines, this year we launched a new Strategic Opportunities
portfolio for our clients. A dynamic global combination of macroeconomic commitments
including commodities, small-cap spinoffs and “special situations,” Strategic Opportunities
joins our REITs and Equity Income as vehicles to both manage risk and enhance the
expected returns of our client portfolios. 

Pursuing New Opportunities 
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Dean Dordevic, Tim Carkin, 
Lori Flexer and Jason Norris 

7492

7494

5425

7493

5435

9%
Healthcare

10%
Specialty

10%
Hotel

20%
Retail

51%
Office/Industrial

The allocations listed are based on 12/31/07
portfolio allocation strategies. An investor should
carefully consider investment objectives, risks,
charges and expenses before investing in any
individual strategy.

REITs

Designed to: offer publicly traded
domestic securities that invest in
real estate holdings across all major
categories, including office, retail,
apartments and industrial.
Established: 2003  
Benchmark: NAREIT

3%
REITs

15%
International

Stocks

82%
U.S. Stocks

Equity Income

Designed to: provide a total return
strategy that employs stocks with a
high nominal yield and the ability to
increase dividends at above-average
rates and/or pay a significant
special dividend. 
Established: 2004
Benchmark: Russell 1000 Value

7492

7494

5425

7493

5435

30%
Global Macro

34%
Special Situations

36%
Spinoffs

Strategic Opportunities

Designed to: offer a more aggressive
approach, with excess returns relative to
other asset classes, and provide exposure
to commodities, emerging markets, mid
caps, spinoffs, etc. To reach these goals,
three strategies are blended in one
portfolio. 
Established: 2006 
Benchmark: S&P 500 + 2%



Our goal is to build lifelong relationships with each of our clients. This is true whether
the client is a multi-generational family, a young or retired couple, or the board members
of an institution or trust. We help our clients understand their portfolios, the capital
markets landscape, and the planning necessary to reach their goals. Each client’s portfolio
manager is a shareholder and a member of the investment team that works together
daily to apply our best thinking on behalf of our clients. 

Many of our clients have been with us for more than two decades. The trust evidenced
by these long relationships is our proudest accomplishment. We earn it over time, as our
clients meet with their familiar portfolio managers year after year. Ferguson Wellman
clients can count on working with people they know. With the exception of  retirement,
no portfolio manager has left the firm in 19 years. 

Earning Trust

Customized, Tailored
Portfolio Reports
Our specialized portfolio reports
provide easy-to-understand
information on cash flow,
contributions and withdrawals,
income and expenses, interest
and dividend income, realized
gains and losses, dates of
security purchases, cost basis
analysis, performance relative
to industry benchmarks and
proxy voting.

Educational Programs
Investing 101 provides
introductory investment
education for our clients,
including foundation board
and finance committee
members, retirement plan
participants and families. 
We also offer our Family
Foundation Forums and
Philanthropy Forums.
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Mark Kralj, Helena Lankton 
and Steve Holwerda 

Tax and IRA Impacts on 
Major Purchases
Our proprietary analytical
model details the financial
impact of using proceeds from
your taxable portfolio or IRA,
versus taking a loan, for a
major purchase where interest
could be deductible.

Financial Forecasting
Model — Horizon™
Horizon™ is Ferguson
Wellman’s proprietary
financial planning tool that
analyzes real-world factors to
estimate the long-term cash
flow and value of client
portfolios.

Electronic Safe Deposit Box
This essential tool provides 
our clients with a secure,
convenient way to quickly
access critical legal and
financial documents in the
event of a family emergency 
or death.



Growth keeps our firm strong and stable. It’s also proof that the quality of our
strategies and services satisfies our clients’ needs and expectations. As our assets under
management increase, we have judiciously added staff to ensure that we continue to
provide the top-quality service we’ve delivered to clients for the past 32 years. When we
hire a new Ferguson Wellman professional, we make sure he or she augments our team’s
cumulative expertise and expands or improves our ability to serve clients. 

When new clients entrust us with their assets, we encourage them to also share their
unique needs and concerns — to which we pay the utmost attention. Over the years we
have seen some of our best new client support services arise in response to conversations
about a client’s particular issue or desire. 

At Ferguson Wellman, we understand that our clients are not interested in dealing with
a new person each time we speak or meet. That’s why, in contrast to common practice
among investment managers today, we do not pursue growth through mergers,
acquisitions or asset purchases. We’re an independently-owned, privately held firm that
innovates from within. By continually inviting new client relationships, adding staff as
needed to serve them, hiring professionals with an eye to the talents they add to our
collective expertise, listening to our clients’ needs and developing new solutions in
response to them, we ensure that Ferguson Wellman maintains stability and 
continuity for our clients. 

Creating Stability 

Institutional Clients
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Don Rainer, Mary Miller  and  Jim Coats

7492

7494

5425

7493

5435

32%
Individuals 

39%
Trusts 17%

IRAs 

12 %
Joint 

Accounts

7492

7494

5425

7493

5435

12%
Corporate 

Retirement Plans  24%
Foundations and 

Endowments 
17%

Corporate 
Reserves 

47% 
Union

Retirement
Accounts  

Individual and Family
Clients 

7492

7494

5425

7493

5435

31%
Accountants

and 
Attorneys 

27%
Ferguson Wellman

Clients

42 %
Financial

Consultants

Client Referrals 



Financial Highlights 
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12% Municipal Bonds

2% Mortgage/Asset-Backed Bonds

12% Government/Agency Bonds

7% Corporate Bonds

54%
Domestic Equity

5% Cash
8% International Equity
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Clients

Ferguson Wellman had another year of strong growth,
with assets under management up $198 million over 
the prior year. 

We were pleased to add new clients in all our business
segments; meanwhile, to maintain our excellent service
to all clients and our low ratio of 13 clients 
per employee, we added two new positions. 

We now serve clients in 34 states, the District of
Columbia and Puerto Rico.

7492

7494

5425

7493

5435

Alabama

Arizona

California
Colorado

Georgia

Idaho

Kentucky

Minnesota

Missouri

Montana

Nevada

Oklahoma

Oregon

South
Dakota

Tennessee

Washington

Hawaii

Alaska

Florida

Maine

New York

North Carolina

Virginia

Ohio

Connecticut
Massachusetts

Washington, D.C.
Delaware

Texas

Illinois

Vermont

Arkansas

Louisiana

Pennsylvania

South Carolina

Assets

Assets by Class Assets Under Management
In millions

Assets by Client Type Ferguson Wellman Clients

Individual Clients

Institutional Clients



Ferguson Wellman Team
In order of tenure 

More Than 20 Years 

Robin L. Freeman *

Vice President of Personnel

Kathi C. Kimes *

Administrative Assistant

James H. Rudd *

Chief Executive Officer

Kerrie D. Young *

Chief Compliance Officer

Ten to 19 Years

Dean M. Dordevic *

Principal

Warren H. Foltz *

Audit Administrator

Marc F. Fovinci, CFA *

Principal

Steven J. Holwerda, CFA *

Chief Operating Officer

George W. Hosfield, CFA *

Chief Investment Officer

Mark J. Kralj *

Principal

Ginny E. Marsh *

Executive Assistant

Shawn W. Swagerty *

Director of Information Systems

Patricia J. Van Dyke *

Audit Administrator

Amy L. Wallner *

Executive Assistant

Five to Nine Years

Ralph W. Cole IV, CFA *

Senior Vice President

Lori B. Flexer, CFA *

Senior Vice President

Luz Garcia *

Executive Assistant

Mickael C. Knebel, CFA *

Senior Vice President

Verity D. Larsen *

Assistant Director of Information 
Systems

Jason D. Norris, CFA *

Senior Vice President

Donald L. Rainer *

Senior Vice President  

Jeanene M. Wine *

Audit Administrator

Fewer Than Five Years

Jean Bae
Assistant Trader

Alan S. Bloch, CPA
Controller

Joseph O. Brooks
Assistant Trader

Timothy D. Carkin
Trader

James A. Coats
Vice President of Business
Development

Sandy Fendall 
Executive Assistant

Lori A. Ferraro
Executive Assistant

Deidra M. Krys-Rusoff
Fixed Income Analyst

Helena B. Lankton *

Senior Vice President

Tracie L. Maslan
Executive Assistant

Mary A. Miller
Vice President of Marketing

Natalie E. Miller
Sales and Marketing Assistant

Lynelle I. Tarter
Audit Administrator

* Shareholder of the firm

Industry Benchmarks

Equity Composite: The S&P 500 Index covers 500 industrial, utility,
transportation, and financial companies in the U.S. markets (mostly NYSE
issues). The index represents about 75 percent of NYSE market capitalization
and 30 percent of NYSE issues. It is a capitalization-weighted index
calculated on a total return basis with dividends reinvested. 

Equity Income Composite: The Russell 1000 Value Index measures the
performance of those Russell 1000 companies with lower price-to-book
ratios and lower forecasted growth values. The index measures the
performance of the 1,000 largest companies in the Russell 3000 Index,
which represents approximately 92 percent of the total market
capitalization of the Russell 3000 Index.

International Composite: Morgan Stanley Capital International Europe,
Australasia and Far East Index (MSCI EAFE) is a market capitalization weighted
index composed of companies representative of the market structure of 20
developed-market countries in Europe, Australia and the Far East. The index
is calculated with gross dividends reinvested with U.S. dollars. 

REIT Composite: The NAREIT Real-Time Index includes all REITs currently
trading on the New York Stock Exchange, the NASDAQ National Market
System and the American Stock Exchange. 

Strategic Opportunities Composite: The S&P 500 Index covers 500 industrial,
utility, transportation, and financial companies of the U.S. markets (mostly
NYSE issues). The index represents about 75 percent of NYSE market
capitalization and 30 percent of NYSE issues. It is a capitalization-weighted
index calculated on a total return basis with dividends reinvested. 

Fixed Income Composite: The Lehman Brothers U.S. Aggregate Index is
composed of securities from Lehman Brothers Government/Credit Bond
Index, Mortgage-Backed Securities Index and the Asset-Backed Securities
Index. Total return comprises price appreciation/depreciation and income
as a percentage of the original investment. Indexes are rebalanced monthly
by market capitalization. The Lehman Brothers Government/Credit Bond
Index is offered here for informational purposes only.

Fixed Intermediate Composite: The Lehman Brothers U.S. Intermediate
Government/ Credit Index tracks the performance of U.S. dollar-denominated
fixed-rate Treasury, agency and investment-grade rated sovereign and
corporate debt securities having at least one, but no greater than 10 years
remaining to maturity.

Municipal Bond Composite: The Lehman Municipal Short/Intermediate Index
tracks the performance of investment-grade rated U.S. municipal bonds
having at least one, but no greater than 10 years remaining to maturity.

Balanced Composite: The index is a blend based on 50 percent of the S&P
500 Index and 50 percent of the Lehman Brothers U.S. Government/Credit
Bond Index, rebalanced on a monthly basis. The S&P 500 Index covers 500
industrial, utility, transportation, and financial companies of the U.S. markets
(mostly NYSE issues). The index represents about 75 percent of NYSE
market capitalization and 30 percent of NYSE issues. It is a capitalization-
weighted index calculated on a total return basis with dividends reinvested.
The Lehman Brothers U.S. Government/Credit Index is the non-securitized
component of the Lehman Brothers U.S. Aggregate Index and includes
Treasuries, government-related issues and USD Corporates.

How to contact us

Ferguson Wellman
Capital Management

888 Southwest Fifth Avenue

Suite 1200

Portland, Oregon 97204

Tel 503 226 1444

800 327 5765

Fax 503 226 3647

www.fergusonwellman.com 2007 annual report creative team: George Hosfield, Mark Kralj, Mary Miller, Jim Rudd
(Ferguson Wellman) and Martha Gannett, Bija Gutoff, Rick Rappaport (consultants)
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