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Advisor Confidence Improves in January
Advisors' view of economic conditions improves, while stock market outlook wanes
January 31, 2007…Rockville, Md… The Rydex Advisor Confidence Index (ACI), which declined two months in a row, improved in January, according to Rydex AdvisorBenchmarking, Inc., an affiliate of Rydex Investments. The increase was largely attributed to advisors’ improved assessment of the economy, especially the long-term outlook. In contrast, advisors are less enthusiastic about the stock market outlook, citing stock overvaluations and a potential slowdown in housing.
Promising expectations for economy lead to increased confidence 
The ACI—a benchmark that gauges advisors’ views on the U.S. economy and stock markets—stabilized in January to 118.11, up from 113.54 in December. The moderately better pace of economic activity and some turnaround in the housing market reflect an improved advisors’ confidence.
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The three economic outlook elements used to calculate the ACI increased in January, while the stock market outlook was not as rosy. Advisors seem to be most positive about the longer-term economic outlook, as reflected by the 12 month outlook improving the most, up 8.39%. A closer look at the components reveals the following: 

	Current economic outlook
	4.36%

	Six-month economic outlook
	6.28%

	12-month economic outlook
	8.39%

	Stock market outlook
	-2.60%
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Advisor vs. Consumer Confidence 

The Conference Board Consumer Confidence Index, which edged down in November, increased in December. The Consumer Confidence Index stood at 109, up 5.93% compared to a 1.08% decrease for the advisor index. 
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Notable comments from participating advisors
Most of the advisors who participated in the survey have elected to have their names made available to reporters who would like to interview them about their economic sentiments. AdvisorBenchmarking can facilitate such interviews for reporters. 

“While the recent revival of growth is nice, unless we've entered a new economy which allows public corporations' profits to expand more quickly than the post-Depression 7% average, we are at or near cyclical peak earnings. While we're not at bubble prices for stocks overall, we are above our fair value model. We're backing off stocks a bit and holding more cash in case we get better buying opportunities later in '07.”

-- Bill Ramsay, Financial Symmetry, Inc.
“Earnings will slow but remain relatively strong. Behavioral forces will favor some give-back in markets short term.”

-- Steven Brill, Spielberger Dampf Brill & Levine, LLC
“I think the economy will cool off at least for the near term because of the Democrat's sweep of both houses of Congress. Once it is seen that the Democrats do or don't try to pass legislation that can damage the economy then I think the markets will start to heat up and end 2007 very positively.”
-- David Cramer, Cramer Financial Services
“We are more concerned about a slowing economy due to the effects of the slowdown in housing than we are about inflation becoming a problem. Despite the possibility of a minor correction in the U.S. and world stock markets, it is our opinion that the U.S. stock market will experience double digit gain by year end.”  

-- Frederick Wright, Smith & Howard

“The U.S. economy will continue to be under fire from various market and international forces. That will continue to force consumer spending to be anemic and force the economy to rely on business spending and increased productivity to grow. The Federal Reserve will be forced to lower rates by year end in order to jump start consumer spending. As usual, their efforts will be three to six months late. The one positive for consumers will be the strength of the job market; however incomes will continue to lag for the majority. The story in the job market will be the lack of highly skilled individuals needed to fill job openings and the need to import these people from around the world. Look for opportunity in the international markets, mid-sized growth companies as well as the utility and energy sectors.”
-- George Cheatham, American Financial Consultants, Inc.
“Massive global liquidity continues to drive what is now global speculative excess. The recent moves by Thailand and liquidity drains by the Chinese and Indians could be redux of the Japanese liquidity drain in the Spring of 2006 that resulted in the sharp May-July correction. Those areas most vulnerable are those that include the least liquidity— emerging markets and small caps.” 

-- James Dailey, TEAM Financial Managers
“The market is wrestling with the timing of the first rate cut. Typically the economy and stock market will see some pain prior to the Fed's first rate cut. Don't expect the Fed to cut as long as the economy and stock market are moving along nicely.”
-- Michael Sadoff, Sadoff Investment Management, LLC
“This year is pivotal. Geopolitical pressure, threat of a conclusive inverse yield curve, inflation and problems with the housing market could create trouble for the market later this year. I could be wrong, of course.”
-- Ian Naismith, Naismith Capital Strategies
“With the media focusing their attention on only the good aspects of the economy (employment, stock growth, etc.), our firm has found it successful to be contrarian and defensive. Taking profits to stay on (or be tactically underweighted to equities) your long-term targets is deemed appropriate.”

-- Rob Siegmann, Financial Management Group

“Will housing bloom in the spring? This is clearly the primary uncertainty out there affecting all decisions on the strength of the economy and the movement of equity prices. Retail sales were disappointing. So the consumer needs to read their home equity is protected so they can continue to feel confident they can buy cars, new furniture and expand. If housing is more depressed than it presently seems, we could be in for big trouble.”  

-- Terry Siman, Executive Financial Services Inc
About Rydex AdvisorBenchmarking, Inc., an Affiliate of Rydex Investments

Rydex AdvisorBenchmarking is a research and analysis center focused on the registered investment advisor (RIA) marketplace. Every year through its survey web site, www.AdvisorBenchmarking.com, the firm conducts multiple surveys on advisors, covering a host of business management and investment management practices. The findings and analysis of the data are then released to the marketplace as annual studies, quarterly research notes and monthly newsletters. The service is aimed at helping advisors grow and enhance their firms by comparing how their businesses fare against other advisors. Advisors also learn best practices of the most successful advisors in the business. AdvisorBenchmarking is an affiliate of Rydex Investments.

The analysis on Rydex AdvisorBenchmarking.com is based on the number of completed surveys and reflects only information from those surveys. This information is intended to be general, and these overviews are no substitute for professional, legal or consulting advice. This information should not be construed as advice from Rydex Investments or any of its affiliates. 
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