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Ovarview

Tha LPL Financial Crisis Conditions Indax
iz a weekly measura of the conditions that
underpin our cutook for the markats and
aconomy in 2009, We will publish this
waekly index over the course of 2000 to

provide raal-ima contaxt and insight into the

trends that shape our recommendad actions
to maraga portfolics. We axpact this index
will become a useful toal to describs the
canditions most ralevant to invastriant
decizion making in 2009,

Thi= weekly index is notintandad to ba

a leading index or pradictive of whara
conditions are haaded, but meraly 2
coincidant measure of where thay are
right nows. W want to track the conditions
in raal-time to aid in investmant decision
making. Thera are thousands of indicators-
some lead the economy, some lag, whila
others maraly offer a lot of statistical

ncise. We chose to craate our own index
tailored to the current anvironment to
provida the dearast and most useful way
to track how conditions ara aligned with tha
expactations embadded in our investment
recommendations.

The Wi is 2 measure of the volatilityimplied in the pricss of optiore

comracts fior the S&P 500, [tis 2 market basad estimate of fulure
volatility. While this is not neces sarily predictive it does measurs
the cument degres of fear present in the shock market.

Tha LPL Firancial Crisis Conditions Index weakened owver the past wesak, the
first confraction in the indax since the start of March. The stock markst rally
has pausad ovar the past waek, parfaps reflecting this break in the trend ovar
tha kst twio manths. The dedine of 0.2 lagvas tha index just below whera it
startad the year—aligried with our base case for the economiy and forecast
for modest gains in stocks and bonds this year, W will b= watching closely
for any mieasurable impact of the Swine Fu and other potantial shocks to the
fragile ecaromic stability reflacted in the CCIL

LPL Research Crisis Conditions Index

3

L BETTER
B
£’ !
R
=
E=l
iE
& =4
- =
z 2
] :
A e 2008 WORSE
Oct Wov Dec Jen Fab Mar Apr May Jun Jul Aug Sep Oct MNov Dec
B TIME Lol

Spurce: LPL Finanzial

Lastwesk's dedine of 0.2 was led by

« & drop in retail sales after recant wesks of gains {parhaps related to the
shift in tha weak of Eastar compared with last vaar),

= A pullback in new mortgage applications aftar waeks of surging
application volumas as mortgage rates droppad balow 5%, and

= Arise in tha VX as stock market volatility ticked up.

Tha two notably improving components (bond cradit spraads and consurner
corfidanca) wara insufficiant to offsat the dacline in the other components.
Iritial joblass clhime have reflectad soma modast improvemant in the past
twi waeks, but remain the weakest companant of the CC1 since the start of

tha yaar.

LPL AESEARCH CRISIS CONDITIONS INDEX CORMPOMNENTS

Ona Four
Component Thig Whaak Wieaks
of CCI Indax Weak Amo Ao
BAN Sprasds oF 04 4.1
WE 04 0.8 13
Initial Jobless Claims -28 2B 28
Commadities -0z 01 4.2
Confidence 0z ol i
fietail Zakes -5 04 03
TED Spread 10 1.0 0
Ehipping Rates o4 04 04
HE::L:"H Supply 04 04 T
Morigage Applications | -0.7 ol 0z
el o1 g 02

Source: LPL Financidl
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