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Textbook September as Economy Passes Test

September 13,2010

The first few days of September have revealed much of what the economy did with its
summer vacation. The economic data for the summer months through the end of
August provided a report card that argues not for a return to recession, but instead
for the return of slower—but stable—growth that often comes one year after the
start of a recovery. The U.S. economy created 235,000 private jobs this summer (June
through August), bringing the total to 763,000 jobs created through August of this year. As
the time came to go back to school, it was also time for more people to go back to work.

Students of market history know that September is typically a tough month for investors. In
more than half of the years since 1950, the month of September has resulted in losses for
the S&P 500 Index. This has taken place despite gains, on average, in the first few trading
days of the month when key economic data is usually released. In fact, over the same
period of time, when the first three trading days of September resulted in gains for the
stock market, those gains were followed by losses over the rest of the month 60% of the
time.* Of course, history does not always repeat itself.

The stock market remains close to where it began the year. 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 this soft spot
lingers and weighs on the markets still remains—especially given the historically weak
market performance in September and October. Looking closer to the end of the year, the
months of November and December have historically provided some of the best returns of
the year*, on average, and this year’s seasonal bounce may be helped by clarity around the



legislative environment with the outcome of the mid-term elections on November 2. This
may lead to more of a political balance in Washington and slow the pace of legislative
change due to the “gridlock” the market has historically favored. The market’s reaction to
mid-term elections, as the uncertainty begins to fade, has almost always been
positive, with fourth quarter gains averaging 8% in mid-term election years since
1950.

With it shaping up to be a textbook September, investors should brace for the price
volatility that has defined 2010 to continue. In the meantime, we continue to give high
marks to yield-producing investments which offer investors a return while offsetting the
price volatility in the stock market. As always, we encourage you to contact me if you have
any questions.

Sincerely,
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This research material has been prepared by ClearBridge Wealth Management. The opinions voiced in this material are
for general information only and are not intended to provide specific advice or recommendations for any individual. To
determine which investment(s) may be appropriate for you, consult your financial advisor prior to investing. All
performance referenced is historical and is no guarantee of future results. All indices are unmanaged and cannot be
invested into directly. Investments may decrease in value.

The Five Star Wealth manager is an award based on client satisfaction. Respondents evaluate criteria such as customer
service, expertise, value for fee charged and overall satisfaction. The overall evaluation score is based on an average of all
respondents and may not be representative of any one client’s evaluation.

IMPORTANT DISCLOSURES

The economic forecasts set forth in the presentation may not develop as predicted and there can be no guarantee that
strategies promoted will be successful.

This research material has been prepared by LPL Financial. The opinions voiced in this material are for general information
only and are not intended to provide or be construed as providing specific investment advice or recommendations for any



individual. To determine which investments may be appropriate for you, consult me prior to investing. All performance
referenced is historical and is no guarantee of future results. All indices are unmanaged and cannot be invested into
directly.

The Standard & Poor’s 500 Index is a capitalization-weighted index of 500 stocks designed to measure performance of the
broad domestic economy through changes in the aggregate market value of 500 stocks representing all major industries.



