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Advisor Confidence Rebounds in Conjunction 

With Three-Year Anniversary of Index

Advisors Correctly Forecast Market Movements 80% of the Time
June 25, 2007…Rockville, MD…Advisor confidence bounced back in June, according to Rydex AdvisorBenchmarking, Inc., an affiliate of Rydex Investments. The Advisor Confidence Index (ACI) is a benchmark that gauges advisors’ views on the U.S. economy and stock market. Since its inception three years ago, the ACI has been a useful tool for advisors to assess how their market outlooks align with their peers. 
Comparing the ACI to stock market movements reveals that advisors correctly predict future market movement trends about 80% of the time. The chart below displays advisors’ six-month economic outlooks (shifted out six months) against the S&P 500. The six-month outlook (ACI-6) shares the same pattern as the S&P 500 Index, revealing that advisors’ financial outlooks were correct most of the time when looking ahead at how the stock market might perform over the next six-month interval.
[image: image2.emf]Advisor Six-Month Economic Outlook vs. S&P 500

-15%

-10%

-5%

0%

5%

10%

09/200410/200411/200412/200401/200502/200503/200504/200505/200506/200507/200508/200509/200510/200511/200512/200501/200602/200603/200604/200605/200606/200607/200608/200609/200610/200611/200612/200601/200702/200703/200704/2007

Change, percentage

S&P 500 ACI-6


Overall, the ACI has dropped 8% to 113.42 since the index was first created in April 2004. During the last three years, advisors have consistently been pessimistic about the six-month outlook for the economy. In fact, the six-month economic outlook sentiment has dropped 12% since April 2004. 
Economic outlook is more optimistic 
The ACI increased 1.68% in June to 113.42, up from 111.55 in May. Advisors have a positive assessment of future trends in the economy. “Strong corporate earnings, good productivity and reasonable valuations will propel the market higher,” commented one of the survey participants. Also, advisors think that “the U.S. economy continues to grow based on continued cost cutting and labor savings due to [such] factors as offshoring, outsourcing and advancements in technology.”
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Three out of four elements used to calculate the ACI increased in June. Advisors were most positive about the six-month economic outlook, which was up 5.9%, although the stock market outlook fell 3.45%. A closer look at the components reveals the following: 
	Current economic outlook
	+1.3%

	Six-month economic outlook
	+5.9%

	12-month economic outlook
	+3.02%

	Stock market outlook
	-3.45%
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Advisor vs. consumer confidence 
The Conference Board Consumer Confidence Index, which significantly decreased in March, dropped further in April. The Consumer Confidence Index stood at 104, down 2.99% compared to a 3.21% increase 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. 
“The yield curve has almost normalized, so that could indicate a second wind for the economy. Or the higher interest rates may exacerbate the housing problems and/or cause the private equity bubble to begin to deflate as well. Regardless, stock prices look to be at least 15% above our long-term fair value model, so with the potential risks we are not keeping a fully invested stock allocation. The higher bond rates are beginning to raise our interest for them.”                            --Bill Ramsay, Financial Symmetry, Inc.
“Strong corporate earnings, good productivity and reasonable valuations propel the market higher!”                    --Steven Brill, Spielberger, Dampf, Brill & Levine, LLC
“The U.S. economy, from the standpoint of corporations and the investor, may be in a bit softer position than it was six or even 12 months ago. However, it continues to grow based on further cost cutting and labor savings due to several factors (i.e. offshoring, outsourcing and advancements in technology). We should see continued growth in corporate earnings, [though] on a more subdued level than in the recent past. We should continue to see strong corporate spending, as well as continued corporate consolidation especially from the private equity firms as heavier regulatory issues continue to make ‘going private’ even more attractive. The real question mark will be the consumer and how they react to higher fuel costs, higher credit card payments and other costs. This coupled with negative growth in real incomes could quickly turn into economic problems for the future. By any accounting, 157,000 in new job growth per month does little more than keep our heads above water. If these issues start to put a significant damper on consumer spending going into the last half of the year, look for calls for a Fed rate cut to get louder and louder, especially from the halls of Congress going into an election year.”
-- George Cheatham, American Financial Consultants, Inc.
“Important market leadership is changing and narrowing. REITs and utilities appear to have entered bear markets, which is important since they were two leading sectors for the post 2002 bull market. We suspect that the speculative environment is not quite exhausted yet but that the subsequent phases are likely to include narrow leadership and increasing divergences.”                                 -- James Dailey, TEAM Financial Managers
“From a historical cycle perspective, RE has already hit its peak and is reverting back to its norm. We purposely left it out of our sector rotation in 2007 for that very reason.”
-- Ken Graves, Capital Research
“We are advising that clients hold a slightly more conservative position until there is more clarity with economic and investment indicators.”
-- Rob Siegmann, Financial Management Group

“Slowly rising intermediate- and long-term rates continue to make most fixed-income investments unattractive. Look for negative real rate of returns for 2007 bond investors and pressure to seek a higher allocation towards stocks. This could be dangerous for investors chasing returns if a strong stock market pullback develops.”

-- James Donald, Veremuellen Capital Management
“Global GDP growth continues at a very strong pace, which for now may be enough to sustain reasonable domestic profit growth for U.S.-based global companies.  The domestic consumer is running out of ‘gas’ due to higher borrowing rates and energy prices.  Foreign central banks are stepping on the brakes with higher rates, which may be enough to allow the Fed to hold steady.  We expect another volatile summer in the equity markets.”                                               -- Gregory Horn, Persimmon Capital Management
“During the past few weeks of pull-back in the market, investors have been brought back to reality.  I am concerned that this is a precursor to a full-fledged bear.”
-- Paul
Bennett, C5 Wealth Management
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 of 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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