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The stock market posted solid gains on Friday August 27, but still closed lower for the third week in a row.
Economic data was generally disappointing, especially housing.

Weekly Economic Commentary | Week of August 30, 2010
The week before the Labor Day holiday is traditionally a slow week for financial markets, which is not likely to
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participants' minds off their vacations.
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September Message from Feiertag Financial Services

 

As we very slowly embark on a path toward economic and financial market recovery, we believe it is crucial to continue
focusing on the goals and strategies that will help you meet your objectives. That is why we encourage you to contact us
at any time to discuss changes in your life or finances that may impact your investment strategy. Additionally, we
encourage you to contact us to set up a date and time convenient for you for us to review your account holdings. This
should be done no less than once per year.

 

Many investors want to know how they can best prepare to take advantage of potential opportunities this period of
gradual recovery might offer. I believe the answer is maintaining the course determined by your comprehensive plan that
is based on your unique objectives and situation.

 

My status as an independent advisor is what allows me to focus on your goals in a conflict-free manner. It enables me to
offer objective financial guidance based on what you seek to achieve, your investment time horizon and your personal
level of risk tolerance. You can be sure that when you call with a question, I'll take the time to understand your concerns,
consider them thoroughly, and provide an informed response, based on my knowledge and experience as a seasoned
financial professional.

 

As we work together to pursue your goals, I thank you for the confidence you have placed in me. I would be pleased to
help other family members, friends or colleagues of yours who may not have a plan in place today navigate through
today's ever-changing financial terrain. Please do not hesitate to call me if I can be of assistance in any way.

 

Eileen and I hope to have our website completed by the end of September. However, in the meantime, please enjoy our
e-Newsletter. Please feel free to suggest topics to be included in future monthly e-Newsletters.

 

If for whatever reason you do not want to receive these via e-mail, please use the " " function near the bottom ofremove
the email page.

 

Steven I. Feiertag, CFP®

Registered Representative, LPL Financial

2107 Reston Circle

Royal Palm Beach, FL 33411

800-252-4276

 

Securities offered through LPL Financial. Member FINRA/SIPC.

 

 

 

This article was prepared by Steven Feiertag. LPL Tracking Number 664199.
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Weekly Market Commentary | Week of August 30, 2010

Highlights

•We continue to believe a late-year rally for stocks will fulfill our long held outlook for modest single-digit gains on the
year for the S&P 500.

•Unfortunately, all of the potential catalysts are a month or more away while the economic data continues to disappoint.

•In the meantime, we continue to find yield-producing investments attractive, including High-Yield Bonds, which offer
investors a return while waiting out the volatility in the stock market.

Catalysts on the Horizon

The stock market posted solid gains on Friday August 27, but still closed lower for the third week in a row. Economic
data was generally disappointing, especially housing. This week brings the most important data of the month, including
the Institute for Supply Management (ISM) gauge of conditions in the manufacturing sector and the employment report.
Outside of consumer spending, the majority of these indicators are likely to show sequential declines.

We continue to believe a late-year rally for stocks will fulfill our long-held outlook for modest single-digit gains on the
year for the S&P 500. However, over the next month or two, the risk that the soft spot lingers and pulls the market back
to the lows of the year is significant. Seasonal factors also favor caution given the historically weak performance in
September and October. Since 1950, the month of September has more often led to a decline than a gain in the S&P 500
index. However, November and December have provided some of the best returns of the year, on average.
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There are a number of potential catalysts for a fourth quarter rally:

•At the Federal Reserve (Fed) Meeting on September 21, the Fed may announce additional stimulus measures to
 On Friday of last week, in his speech from the Fed's Jackson Hole symposium, Fed chairman Benstimulate growth.

Bernanke seemed to pave the way for another round of monetary stimulus. Although he noted that the Fed needs to see
more evidence of a slowing economy or further disinflation to act. Friday's profit warning from a large Technology
company is potentially significant in tilting the Fed towards easing should it be followed by a number of other companies
in the coming weeks. The unemployment rate ticking up in the August employment report due to be released this Friday
would move the Fed in the direction of more stimulus, as well. It may be unlikely the Fed will move as soon as a few
weeks from now, there will be plenty of data released before the September 21 FOMC meeting that could show further
softening of the economy, raising investor expectations for Fed action.

•Positive pre-election policy discussions in Washington as incumbents seek to alter the tide of the popular vote -
 In the weeks ahead of the November 2 mid-term elections, incumbents inoften termed an "October surprise".

Washington may take positive stances on issues that are market friendly. Incumbents are in trouble according to state and
regional polling data. In seeking to turn the tide of voter sentiment they may talk about tax cuts or other issues favorable
to stock market investors.

•  The balance of power is likely to shift between politicalPost-election clarity in Washington may begin to emerge.
parties following the elections. This may lead to more of a political balance in Washington and slow the pace of
legislative change resulting in the "gridlock" the market has historically favored.

•  Based on comments in recentFollowing the election, the potential for tax cut extensions may become more visible.
weeks, the party consensus among congressional Democrats on taxes seems to be eroding with some members
increasingly in favor of extending the Bush tax cuts. After the election, it is possible PAYGO rules that require budget
offsets to any tax cuts are waived allowing the extension of many, if not all, of the Bush tax cuts into 2011.

•  The market's reaction toThe fourth quarter of mid-term election years is almost always favorable for stocks.
mid-term elections, as uncertainty fades, has almost always been positive, with fourth quarter gains averaging 8% in
mid-term election years. So far, the stock market performance in 2010 has tracked the typical pattern for U.S. stocks in
mid-term election years, albeit with a bit more than the usual volatility.
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•If history is any guide, the disappointingly soft economic data over the past few months may soon begin to firm.
Looking back over the past 60 years, about one year after the start of every recovery a soft spot emerges. Some closely
watched indicators of growth are likely to be near the bottom of their typical soft spot-driven decline and poised for a
rebound. As the data begins to firm later this year, the typical pattern of recovery may continue to unfold as it did in the
post-recession recovery years of 2003 and 2004 when a late year rally in 2004 resulted in gains for the year.

 

Unfortunately, all of these potential catalysts are a month or more away while the economic data continues to disappoint.

The volatility that has defined this year is likely to continue with ongoing losses to be recouped by a late-year rally. In the
meantime, we continue to find yield-producing investments attractive, including High-Yield Bonds, which offer investors
a return while waiting out the volatility in the stock market.

IMPORTANT DISCLOSURES

This research material has been prepared by LPL Financial.
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The ISM index is based on surveys of more than 300 manufacturing firms by the Institute of Supply Management. The
ISM Manufacturing Index monitors employment, production inventories, new orders, and supplier deliveries. A
composite diffusion index is created that monitors conditions in national manufacturing based on the data from these
surveys.

High-Yield/Junk Bonds are not investment-grade securities, involve substantial risks, and generally should be part of the
diversified portfolio of sophisticated investors.

Bonds are subject to market and interest rate risk if sold prior to maturity. Bond values will decline as interest rates rise,
are subject to availability, and change in price.

This research material has been prepared by LPL Financial.

The LPL Financial family of affiliated companies includes LPL Financial and UVEST Financial Services Group, Inc.,
each of which is a member of FINRA/SIPC.

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.

Not FDIC or NCUA/NCUSIF Insured | No Bank or Credit Union Guarantee | May Lose Value | Not Guaranteed by any
Government Agency | Not a Bank/Credit Union Deposit

Tracking# 663712 | Exp. 08/11
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Weekly Economic Commentary | Week of August 30, 2010

Highlights

• A busy week for data capped off by the August employment report.

• While temperatures have been well above normal this summer, the economic data has been downright chilly, raising the
odds of more policy action from the Federal Reserve later this year.

 

It Has Been a Long, Cold Summer

The week before the Labor Day holiday is traditionally a slow week for financial markets, which is not likely to be the
case this week, as there are plenty of key reports on the economy for July and August to keep market participants' minds
off their vacations. Markets are still buzzing about what Fed Chairman Ben Bernanke did or did not say at a speech in
Wyoming on Friday, August 27, and while Bernanke is in vacation mode this week, several of his colleagues on the
Federal Open Market Committee (FOMC), the Fed's monetary policymaking arm, are on the docket. Data on both the
manufacturing and service sectors in August are due out in China, as policymakers in Beijing debate whether the Chinese
economy needs another dose of stimulus. In Europe this week, the economic data calendar remains busy, as market
participants try to gauge whether or not the recent series of better-than-expected economic data was a head fake prior to
the onset of the fiscal tightening that is just now taking place.
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In the United States, the week kicks off with data on spending and incomes in July, and by mid-week, the market will be
focusing on the Institute of Supply Management's (ISM) manufacturing index for August. The economic reports over the
final two days of the week are dominated by the labor market, with the August employment report due out on Friday,
September 3. Because temporary workers hired to conduct the 2010 Census are still being laid off as the Census-taking
process winds down, the market will again be focused on employment in the private sector, where more than 600,000
jobs have been created since the start of the year. The economist consensus expectation is that the private sector added
about 50,000 jobs in August, a slightly slower pace of job growth than the 71,000 jobs added in July. As of Monday,
August 30, the highest economist estimate for job creation in August is 120,000. The lowest estimate is -17,000. A
change in private sector payrolls in August within that range is not likely to move markets. The unemployment rate is
expected to tick up to 9.6% in August from 9.5% in July.

Is Another Round of Quantitative Easing in the Cards?

The economic data released last week was once again on the wrong side of consensus, and continued to show that the
recovery in the U.S. economy that began in mid-2009 had slowed noticeably by mid-2010. For most of the late spring and
summer of 2010, a significant portion of the U.S. economic data released last week (August 23-27) fell short of
expectations, and represented a downshift in activity from the prior month. As we detailed in the Weekly Economic
Commentary of August 16, our view remains that economic growth in the second half of 2010 will be slower than growth
in the first half. While the odds of a double-dip recession have risen (to around 20% in our view), the main preconditions
for a double dip are not in place now. 

 

In a much-anticipated speech last week at the Fed's annual summer symposium in Jackson Hole, Wyoming, Fed
Chairman Bernanke agreed with our assessment of the economic outlook: no double dip. However, the Fed remains far
more optimistic about the economy in 2011 than most private forecasters, ourselves included. The Fed's forecast of 3.5%
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to 4.2% for Gross Domestic Product (GDP) in 2011 is well above the 2.8% consensus of private sector economic
forecasters. In his Jackson Hole speech, Bernanke stated that the preconditions for a pickup in growth in 2011 "appear to
be in place", citing a variety of factors that we note often in this and other publications, including:

• Monetary policy remains very accommodative.

• Financial conditions have become more supportive of growth.

• Banks are improving their balance sheets and appear more willing to lend.

• Consumers are reducing their debt and building savings, returning household wealth-to-income ratios near to
longer-term historical norms.

• Stronger household finances, rising incomes, and some easing of credit conditions will provide the basis for more-rapid
growth in household spending next year.

• Business investing in equipment and software should continue to grow at a healthy pace in the coming year, driven by
rising demand for products and services, the continuing need to replace or update existing equipment, strong corporate
balance sheets, and the low cost of financing, at least for those firms with access to public capital markets.

• On the fiscal front, state and local governments continue to be under pressure; but with tax receipts showing signs of
recovery, their spending should decline less rapidly than it has in the past few years.

• Federal fiscal stimulus seems set to continue to fade but likely not so quickly as to derail growth in coming quarters.

However, Bernanke also hinted that if the economic outlook were to "deteriorate further" (i.e. the daily, weekly, and
monthly drumbeat of economic data continues to come in on the weak side of expectations), the Fed stands ready to
embark on another round of stimulus, which could includes:

• Additional Quantitative Easing (QE): large scale purchases by the Fed of agency debt, agency Mortgage-Backed
Securities (MBS), and longer-term Treasury securities

• Modifying communication to suggest "extended period" means the Fed is on hold for an even longer period of time than
currently believed

• Reducing the interest rate paid on excess reserves held by banks at the Federal Reserve.

Of the three, Bernanke's speech suggested that the Fed would prefer to use QE to stimulate the economy. The Fed's first
foray into quantitative easing began in March 2009, and saw the Fed purchase $1.25 trillion of MBS, $175 billion of
agency debt and $300 billion in Treasuries by the end of March 2010. The result was lower borrowing costs for
businesses, and importantly, homeowners and households looking to repair their balance sheets.

Market participants are likely to have several questions about the next round of QE, including:

• When will it occur?

• How much additional agency, MBS, and Treasury debt will the Fed buy?

• Will it be effective in keeping the economy out of a double-dip recession?

As to when QE might commence, the next FOMC meeting is September 21, and the market will focus on that date in the
near term. In our view, there is probably not enough data on the economy due out between now and then to force the
Fed's hand. November 3, the day after the 2010-midterm elections, is the next FOMC meeting, and by then the Fed will
have digested two more jobs reports, two more months of retail sales and inflation data, and perhaps another Senior Loan
Officers survey.

As to the size of the action, the market seems to be focused on the $1 trillion mark, smaller than the first round of QE, but
enough to be felt in the targeted markets and in the economy.

The real debate among market participants will be around the effectiveness of any additional QE. Some will argue that
the Fed is merely "pushing on a string", by pushing rates on mortgages and bank loans even lower, because the issue is
not the cost of the financing for businesses and households, it is the availability of financing. Our view is that credit is
becoming more readily available in the system, and that lower rates will help eligible businesses to continue to lower
their borrowing costs, and that lower consumer financing rates will further hasten the repair of consumer balance sheets,
which has progressed nicely over the past 18 months, but may have another 12 to 18 months to go.

 

 

IMPORTANT DISCLOSURES

This research material has been prepared by LPL Financial.

Investing in international and emerging markets may entail additional risks such as currency fluctuation and political
instability. Investing in small-cap stocks includes specific risks such as greater volatility and potentially less liquidity.

Stock investing involves risk including loss of principal Past performance is not a guarantee of future results.

The ISM index is based on surveys of more than 300 manufacturing firms by the Institute of Supply Management. The
ISM Manufacturing Index monitors employment, production inventories, new orders, and supplier deliveries. A
composite diffusion index is created that monitors conditions in national manufacturing based on the data from these
surveys.

Bonds are subject to market and interest rate risk if sold prior to maturity. Bond values will decline as interest rates rise
and are subject to availability and change in price.

Government bonds and Treasury Bills are guaranteed by the U.S. government as to the timely payment of principal and
interest and, if held to maturity, offer a fixed rate of return and fixed principal value. However, the value of a fund shares
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is not guaranteed and will fluctuate.

Mortgage Backed Securities are subject to credit, default risk, prepayment risk that acts much like call risk when you get
your principal back sooner than the stated maturity, extension risk, the opposite of prepayment risk, and interest rate
risk.

Bank Loans are loans issued by below investment-grade companies for short-term funding purposes with higher yield
than short-term debt and involve risk.

Tracking #663766
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The advantage of
maintaining tax-deferred
investments for as long as
possible is their ability to
compound on a pre-tax basis
and thus offer greater
earning potential than their
taxable counterparts.

Nearing Retirement? Prepare for the Next Financial Phase

If you plan to retire sometime soon, congratulations! But before kicking back, you'll need to address a few financial
matters. Decisions made now could make the difference between your money outlasting you or vice versa.

Calculating Your Retirement Needs

When retirement was years away, calculating how much income you may need may have involved a lot of estimates.
Now you can be more accurate. Consider the following factors:

The length of your retirement. The average 65-year-old man can expect to live about 17 more years; the
average 65-year-old woman, 20 more years, according to the National Center for Health Statistics. Have you
accounted for a retirement of 20 years or more?

Earned income. Working during retirement, even on a part-time basis, can reduce your need to tap retirement
assets for ongoing living expenses.

Your retirement lifestyle. Your lifestyle will help determine how much income you'll need to support yourself.
A typical guideline is 60% to 80% of your final working year's salary, but if you want to take luxury cruises or
start a business, you may need 100% or more.

Health care costs and insurance. Most Americans are not eligible for Medicare until age 65, and even then,
Medicare doesn't cover everything. You can purchase Medigap supplemental insurance to cover some of the
extras, but even Medigap does not pay for long-term custodial care, eyeglasses, hearing aids, and other ongoing
essentials. For more on Medicare and health insurance, visit .www.medicare.gov

Inflation. Because the rate of inflation can vary over time, it's a good idea to tack on an additional 4% each year
to help compensate for increases in the cost of living.

Running the Numbers

The next step is to identify potential income sources, including Social Security, pensions, and personal investments. Also
review your asset allocation -- namely, how you divide your portfolio among stocks, bonds, and cash.  Are you tempted1

to convert all of your assets to low-risk securities? Such a move may place your assets at risk of losing purchasing power
due to inflation. You may live in retirement for a long time, so try to keep your portfolio working for you both now and in
the future.

A New Phase of Planning

Once you've assessed your needs and income sources, it's time to look at tapping your nest egg. First, determine a prudent
withdrawal rate. A common approach is to liquidate a maximum of 5% of your principal each year in retirement;
however, your income needs may differ.

Next, you'll need to decide when and how much to withdraw from your tax-deferred and taxable investments. Investors
are required to take annual withdrawals from employer-sponsored retirement plans and traditional IRAs after age 70 1/2.
Be aware that these withdrawals are subject to federal income tax.2

The advantage of maintaining tax-deferred investments for as long as possible is their ability to compound on a pre-tax
basis and thus offer greater earning potential than their taxable counterparts. In contrast, long-term capital gains from the
sale of taxable investments are currently taxed at a maximum of 15%.

Your financial professional can help you determine a strategy that may help maximize your annual income while
minimizing the impact to your overall portfolio.

Asset allocation does not assure a profit or protect against a loss in a declining market.1

Withdrawals from tax-deferred accounts made prior to age 59 1/2 may be subject to an additional 10% penalty. In the2

case of employer-sponsored plans, there are special rules that apply to plan participants aged 55 and older who separate
from service.

© 2010 Standard & Poor's Financial Communications. All rights reserved.
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