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The Economy

The Blue Chip Economic Indicators survey in April called for GDP in the U.S. to decline by 2.6% in ‘09, no change from last month. The good news is
economists are predicting positive growth in Q3’09 (+0.4%) and Q4’09 (+1.6%). The survey is forecasting the following annualized growth rates for
2010: 2.3% (Q1); 2.7% (Q2); 2.9% (Q3); and 3.1% (Q4). Despite the fact that economists see more job losses moving forward (over 5 million jobs lost
since start of recession) 86% of the economists polled (52) believe the recession will end at some point in the second half of ‘09, according to Reuters.

TALKING POINTS

Consumer Crude Oil Personal ISM ISM Non-
Confidence (Mo.-End) Spending Manufacturing Manufacturing
39.2 (Apr) $51.12 (Apr) -0.2% (Mar) 40.1 (Apr) 43.7 (Apr)
26.0 (Mar) $49.66 (Mar) 0.2% (Feb) 36.3 (Mar) 40.8 (Mar)
(Mgf[l; d) N(%g.ri.’nci;s Factory Orders New Home Sales Ex:stgr;%el;lome
$891.20 (Apr) $3.37 (Apn) 0-9% (Man) 356,000 (Man) 4.57M (Mar)
$922.60 (Mar) $3.78 (Mar) 1.8% (Feb) 337,000 (Feb) 4.72M (Feb)
The Stock Market
Indices (Source: Bloomberg) Apr. 12-mo. One hundred and twenty-one out of the 134 subsectors that comprise the S&P 500 posted a gain
S&P 500 9.6% -35.3% in April, up from 114 last month. In April, the dividend-payers (362) in the S&P 500 (equal weight)
DJIA 7.6% -342% posted a total return of 17.87%, vs. 20.21% for the non-payers (138), according to Standard & Poor's.
Nasdaq 100 12.8% -26.8%  year-to-date, the payers are down 7.08%, vs.a gain of 15.87% for the non-payers. For the 12-month
S&P 400 14.9%  -31.9% period ended April '09, payers fell 41.20%, vs.a decline of 33.41% for the non-payers.The number of
Russell 2000 15.5% -30.8% dividend i far in 2009 totaled 68.That significantly lagged the 114 increases registered
MSCI World (ex U.S.) (USD) 13.0% -42.49% O'videndincreases sofarin -'hat signiticantly fagged the 114 1 9!
MSCI Emerging Markets (USD) 16.6% -43.2% at this point in 2.098.The number of companies that decreased their dividend totaled 50., up from
12 a year ago. Dividend-paying stocks have outperformed the non-payers throughout this decade
Growth/Value (Source:Bloomberg) ~ ApE: 12-MO. | iip, o106 notable exception - 2003. Remember, the last bear market in stocks ended on October 9,
S&P 500 Citigroup Growth 83% -30.7% . o
S&P 500 Citigroup Value 11.0%  -40.0% 2002,and .2003 was the start of the next btfll. In 2093,the non-payers in the S&P 500 were up §1 7%
S&P Midcap 400/Citigroup Growth 14.1%  -31.3% (equal weight), while the payers (equal weight) gained 33.5%. Investors had a stronger appetite for
S&P Midcap 400/CitigroupValue ~ 15.7% -32.4% beaten-down growth stocks than for value stocks. IMS Health expects pharmaceutical sales to be
Russell 2000 Growth 15.1% -30.4% $750-760 billion in 2009. Sales totaled $773 billion in 2008. If this forecast proves correct it would
Russell 2000 Value 15.9% -31.4% be thefirst time in 25 years that sales (measured in dollars) failed to grow on a year-over-year basis.
U.S. Dollar CBOE Total Equity Options VIX Volatility Index
(U.S.Trade-Weighted Basket) (#of contrac?s in)r/'nilﬁons) Assfqg”:t:r;ﬁ ((.I\:{;);SZ ) (S&P 5(%))
-2.2% (Apr) Apr:64.3 (+10.7%) Mar 13: 16.28 ( £14.1% | 36.50 (4/30)
2.0% (Y-T-D) Mar:58.1 (+33.0%) T ’ 44.1 (3/31)
$ was up 7.8% in ‘08 Record 7/08:67.2 million Record 7/08: 18.61 billion shares Record 11/20/08: 80.86

The Bond Market

Index (Source: Barclays) Apr. 12-mo. Yield Theyield onthe 10-Yr.T-Bond jumped 45 basis points in April closing at 3.12% - 61 basis points
U.S.Treasury:Intermediate -1.10%  6.80% 1.69% below its close (3.73%) on 4/08. The numbers at the bottom of this page (The Investment
GNMA 30 Year 0.26%  7.82% 4.06% Climate) indicate that retail investors are still moving billions into bond funds despite the
Municipal Bond (22+) 3.63% -3.95% 5.70% strong showing by stocks since their bottom on 3/9/09. The returns for April show that
U.S. Aggregate 048%  3.84% 4.06% investors were willing to accept additional credit risk as corporate debt, both investment grade
Intermediate Corporate  3.38%  -291% 6.75% and speculative-grade, dominated the other groups.The global speculative-grade default rate
U.S. Corporate High Yield 12.10% -13.28% 15.13% stood at 7.00% in March, up from 5.28% in February, according to Moody's. There were 35
Global Aggregate 0.90% -220% 3.42% defaults in March and a total of 79 in ‘09 (thru 4/7). There were just 16 defaults in Q1'08.The
Global Emerging Markets  5.57%  -9.81% 9.18% pext big hurdle is the upcoming release of the findings from the stress tests on the 19 banks.
Key Rates as of April 30 Key Yield Spread 2009 Debt Issuance thru 3/09
Fed Funds  0-0.25% The spread between the Merrill Lynch (Source: Thomson Financial)
: 02';( r-_IT'BNOtS g?ggjo High Yield Master Il Index and the 10-Yr. —g—lggfgoﬁgzz or $i$§1r?301ugitllion % change over ‘08 1eogzer’08
-Yr.T-Bon 12% . . . .
30-Yr.Mortgage  4.94% T-Bond was 1,251 basis points onf o ertiple $2.6 Billion -67.4%
Bond Buyer40  5.44% 4/30/09, down from 1,596 on 3/31/09.1t| | Asset-Backed $14.7 Billion -71.3%
(Source: Bloomberg) was 637 on 4/30/08. (Source: Bloomberg) Municipal $85.0 Billion -0.4%

The Investment Climate

Net cash outflows from equity funds totaled $27.5 billion in 3/09, vs. outflows totaling $24.9 billion in 2/09, according to the Investment Company
Institute. Bond funds had inflows totaling $21.0 billion, vs. inflows totaling $17.0 billion in 2/09. Money Market funds had outflows totaling $77.0 billion,
vs.outflows totaling $6.3 billion in 2/09.Y-T-D thru March, equity fund outflows totaled $43.5B, vs. $54.6B in bond fund inflows & $23.9B in MMF outflows.
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