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August 10, 2009
Dear Valued Investor:

We are starting to see some parts of our economy begin to heal from the big bank meltdown that started
last fall. And after severe declines in U.S. GDP in the fourth quarter of last year and the first quarter of this
year, the second quarter report shows a modest 1% drop in real GDP. However, many areas remain weak—
consumer spending, business investment, residential construction and inventory investment were all down,
while net exports (due to huge declines in imports) and government spending were up.

Looking forward, one silver lining is the big inventory decline. Inventory “corrections” like this one usually set
the stage for economic recoveries as production finally lifts to rebuild depleted supplies. I expect we will see
modest growth in the economy in the second half of the year. However, I do not expect to see rising employment
this year as businesses, small and large, remain cautious. The July report on employment showed continued,

but moderating job losses, with payroll employment down 247,000 compared to the big 600-700 thousand
declines in prior months and the unemployment rate actually fell slightly. Another July report from the Institute
of Supply Management points toward recovery in U.S manufacturing with new orders, production, vendor
deliveries and U.S. exports finally rising, while their employment measure continued to fall. This is typical of a
beginning recovery—turnarounds in business activity, while cost control stays in place for some time.

Second quarter earnings season is more than halfway complete, and so far company earnings reports are
generally better than expected. Viewing reports from the “glass half empty” side, revenues are weak, with
just about everybody cutting back on spending and companies cutting expenses—hence the fall in business
investment and employment. On the “glass half full” view, company earnings have generally been stronger
than expected, though still weak because of all the cost cutting, which may set the stage for a rebound in
earnings if, as [ believe, the economy turns around over the second half of the year. The consensus of analysts’
2010 earnings estimates leaves the forward Price/Earnings ratio for the S&P 500 in the 13 to 14 range,

despite the significant rise in the price side of the equation since March. This looks to me to be a relatively
conservative valuation, not a reflection of an optimistic outlook.

The stock and bond markets have recovered considerably since March reflecting, in my opinion, a better
outlook on the economy. However, big items like the redesign of the financial system and regulatory apparatus
are underway and it will be important to get this right. I will be paying careful attention to these reforms and
will continue to watch the economic and financial marketplace and put your best interests at the heart of our
decision making on your investments. As always, please call your financial professional with any questions or

concerns.
Best Regards,
Lincoln Anderson

Senior Economic Consultant

Member FINRA/SIPC
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The opinions voiced in this material are for general information only and are not intended to provide specific advice or
recommendations for any individual. To determine which investment(s) may be appropriate for you, consult your financial advisor
prior to investing. All performance referenced is historical and is no guarantee of future results. All indices are unmanaged and
cannot be invested into directly.

To the extent you are receiving investment advice from a separately registered independent investment advisor, please note that
LPL Financial is not an affiliate of and make no representation with respect to such entity.

This research material has been prepared by LPL Financial.
The LPL Financial family of affiliated companies includes LPL Financial, UVEST Financial Services
Group, Inc., IFMG Securities, Inc., Mutual Service Corporation, Waterstone Financial Group, Inc.,
and Associated Securities Corp., each of which is a member of FINRA/SIPC.

Not FDIC/NCUA Insured | Not Bank/Credit Union Guaranteed | May Lose Value
Not Guaranteed by any Government Agency | Not a Bank/Credit Union Deposit
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