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Economic Recovery

As I mentioned last week, we think that there is underlying strength building in the United States
economy as well as other parts of the World. It is important that the United States come out of
recession because our economy makes up the largest component world Gross Domestic Product.
As the chart below by the Philadelphia Federal Reserve Bank illustrates the General Business
outlook has turned up in their part of the country. These positive signals have showed up in other
regions of the United States over the last thirty days. We view these changes as positive for the
equity markets.
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* Percentage of respondents indicating an increase minus percentage indicating a decrease.

Markets generally received this week’s increase in durable goods orders and the no change policy
of the United States Federal Reserve very well. Valuation remains very fair, not too cheap and not
too rich so we would expect any increase in earnings estimates after this next quarter to move the
markets higher. Most investors are still on the sidelines and do not trust the increase in the Dow
Jones averages. The markets tend to climb a wall of worry and this time seems to be no different.
We continue to favor the cyclical investments where there is good valuation and the potential for
earnings upgrades going into the next few years.

Interest Rates

The yield on the 10 year United States treasury is now 3.55% down from two weeks ago of 3.81%
signally confidence in the Unites States.
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