Stock market returns for the first two months of 2009 were uninspiring and

seemed quite similar to that of October and November of 2008. The market as

measured by the S&P 500 was off about 11.7% for the first quarter. The silver
Market Performance lining was a 19.6% rebound over the final 16 trading days of the quarter. This

. , illustrates the volatility that still exists for both positive and negative returns.
Understanding Economic

Indicators

Probabilities of Stock
Market Success

In recent months, the media has devoted significant resources to reporting
various economic statistics. Many of these indicators are important gauges of
economic activity. Economic indicators can be classified into three categories:
leading, coincident or lagging. Understanding these categories is a key part of
interpreting the impact of each indicator on the economy.

: Investopedia.com
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Below is a current list of these indicators and where they fall in the economic cycle.
You have heard, and will no doubt continue to hear, a great deal about rising
unemployment. As you can see, unemployment (nonagricultural payrolls) is a
coincident indicator and is not foretelling of future economic events. Although rising
unemployment is an easy statistic to relate to, and can be tragic if it happens to those
we know (or worse still, happens to us), it is not predictive in nature. The leading
economic indicators are factors that might indicate a future trend in the economy.

Legend
Positive Neutral [ Negative B

Leading Economic Indicators
1. Real Money Supply T

2. Interest rate spread T

3. Index of consumer expectations T

4. Manufacturers' new orders for consumer goods and materials T

5. Building permits &

6. Stock prices B

7. Manufacturers' new orders for nondefense capital goods 8

8. Average weekly initial claims for unemployment insurance J

9. Average weekly manufacturing hours &

10. Index of supplier deliveries - negative J

Coincident Economic Indicators
1. Personal income less transfer payments T
2. Manufacturing and trade sales
3. Employees on nonagricultural payrolls &
4. Industrial production - negative J}

Lagging Economic Indicators
1. Ratio of consumer installment credit to personal income T
Average prime rate charged by banks 3
Change in labor cost per unit or output &
Commercial and industrial loans outstanding &
Average duration of unemployment §
Ratio of manufacturing and trade inventories to sales 8
Change in CPI for services §
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The Conference Board Leading Economic Indicators for the U.S. remains on a general downtrend that
began in July 2007, with widespread weaknesses among its components. However, its rate of decline has
moderated somewhat this year. The Conference Board Ceincident Economic Indicators for the U.S. has
been on a declining trend since November 2007, although it has also decreased at a modestly slower
pace in recent months. All in all, the behavior of the composite economic indexes suggests that the
economic recession that started in December 2007 will continue in the near term, but that the contraction
in activity could become less severe in upcoming months.

Source: The Conference Board, www.conference-board.org. Data as of Aprif 20, 2009.

Going forward, we hope this will assist you in sorting through the myriad of information
and numbers that bombard us all. Hopefully, as you see one or more of these
indicators reported, you will have a greater understanding of their impact to the current
economic cycle. We will try to keep you apprised of any changes in the future.
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Adapted from the February 2009 Sound Mind Investing Newsletter
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* This is a model strategy of how a 100% globally diversified equity portfolio performed historically. The model includes a deduction of .0833% per month to
simulate our fee. The model also includes the deduction of the internal mutual fund fees and contains reinvested dividends. The model is rebalanced annually.
The model is an approximation of Austin Asset Management's current weighting to various asset classes. The weightings are how Austin Asset Management would
allocate a portfolio today, not necessarily how it would be allocated in the past. Your portfolio could differ materially from these results and past performance is no
guarantee of future results. A description of the currently recommended portfolio is available upon request.
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We intend to be retained for life, and to that end, we work to earn our
clients’ trust.




