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Advisor Confidence Bounces Back in December, Still in Negative Territory
Advisors anticipate Fed will continue to decrease interest rates in 2008

December 31, 2007…Rockville, MD… According to Rydex AdvisorBenchmarking, an affiliate of Rydex Investments, advisor confidence bounced back after reaching its lowest level in November. The Advisor Confidence Index (ACI)—a benchmark that gauges advisors’ views on the U.S. economy and stock market—increased nearly 3% since November. 
This month, advisors were also surveyed on their outlook on interest rate movements, the housing situation and clients’ exposure to international investments for the next year. 

· 71% of advisors surveyed believe that the Federal Reserve will continue to change the interest rates and that the general trend will be downward. 

· Almost half (48%) of advisors surveyed intend to increase their clients’ exposure to international investments to 25%. 

· The majority (69%) of advisors surveyed expect slight changes in the housing market. About 40% expect the housing market to be slightly worse and 29% expect the housing market to improve slightly. 

Economic and stock market outlook is negative
Advisor confidence improved in December, bouncing back after its deepest drop ever in November. The ACI increased 3% in December to 98.87, from 95.96. Advisors feel more optimistic because recent Fed easing has helped the markets rally since the end of November. Overall market sentiment has also improved due to continuing productivity gains and steady employment. However, while lower interest rates do provide some stimulus, they believe the biggest problem remains housing.
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Two of the four economic elements used to calculate the ACI increased in December. Advisors were most optimistic about the 12-month economic outlook, which was up 8.37%. A closer look at the components reveals the following: 

	Current economic outlook
	-0.70%

	Six-month economic outlook
	5.05%

	12-month economic outlook
	 8.37%

	Stock market outlook
	-0.13%
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Advisor vs. consumer confidence 

The Conference Board Consumer Confidence Index, which has been declining since August, declined further in November. The Consumer Confidence Index stood at 87.3, down 8.68%, compared to a 8.72% decrease for the advisor index. 
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Notable comments from participating advisors
Most of the advisors who participate in the survey elect 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 pickle continues. While lower interest rates do provide some stimulus, the biggest problem is housing. We peaked at near 100% loan to market value for the marginal buyers and we're headed back down to a more rational historic ratio—I would guess somewhere around 85%. In the meantime, that creates increasing inventory and downward pressure on housing prices, which leads to further losses on mortgages, which leads to further reluctance to lend. It will take a while to work out, and while the public has passed the denial phase, we're probably not past anger yet, and we still have to get through bargaining, depression and acceptance. If we can get through those, we can probably get a stabilization package (a more acceptable word than bailout). I suspect we'll get through those phases during the upcoming election cycle.”
-- Bill Ramsay, Financial Symmetry, Inc.
“More uncertainty than I ever recall!”

-- Steven Brill, Spielberger Dampf Brill & Levine LLC

“I expect the overall economy to have very rough sailing for the next 12 - 18 months because of the credit and housing problems. I don't expect Paulson's plan to have much effect on the sub-prime mortgage problems because the percentage of sub-prime mortgages with problems won't qualify for the rate freeze. My biggest worry is directed toward the bond market because of the unknown subprime holdings and what those unknown holdings can do to the current bond ratings.”

-- David Cramer, Cramer Financial Services

“Recent Fed easing, and further anticipated easing in December, has helped the markets rally since the end of November. Overall market sentiment has also improved due to continuing productivity gains and steady employment.”
-- Frederick Wright, Smith & Howard

“It appears that the only major investment market which is in denial as to the realities of what is occurring in the economy and the financial markets is the stock market. As Bill Gross of Pimco has rightly stated, the shadow banking system is imploding and the $650 trillion+ of derivatives in the global market dwarfs anything global central banks control. Those praying at the Bernanke alter are likely to be just as disappointed as those who prayed at the Greenspan alter in 2001. Return of capital remains paramount.”
-- James Dailey, TEAM Financial Managers

“The credit markets have been spooked by the subprime mortgage issues, but that is just a precursor to larger and less collateralized credit concerns … begin(ning) to rise to the visible surface. The Fed will likely face some of the biggest challenges in decades over the next 18+ months.”                                              -- Ken Graves, Capital Research

“While most of the major indexes are showing gains for the year, most of those gains have occurred with the last three weeks after getting wiped out by late November 2007.  Investors have had a “super-sized” helping of volatility over the last six months. With the recent 25 basis point cut by the Fed in December (12/11) and the Global Liquidity Plan (a.k.a. “Let’s Bail out the Banks) announced 12/12 with four other major central banks, the Fed gets an “A” for creativity. Given that, the Fed gets an “F” for communication and an “F” for timely delivery in terms of communicating with the market. Everyone is scratching their heads (as to) why they didn’t include some pre-announcement when releasing their FOMC statement on Tuesday–that could have saved the markets a lot of turmoil. Overall, that gives the Fed a “C-“ from Wall Street’s perspective. Clearly, the Fed is taking an academic approach which does not always translate well to the real world and at times seem out of touch with the reality of the situation as they were in August of 2007 and again here in December. At a time when they should be taking the lead and instilling confidence to the market and business owners, they appear to be throwing out various plans trying to get something to work. Obviously, there is a problem with LIBOR rate (some loan provisions tied to LIBOR) and the Global Liquidity Plan is an attempt to address this on a global level. It will help to have our friends around the world provide support for the credit and banking crisis. At the end of the day, the markets are still up for 2007 and analysts are still pretty bullish for earnings in 2008.  

-- Kenny Landgraf, Kenjol Capital Management LLC

“The housing market typically bottoms 6-12 months after the homebuilding stocks bottom. That would lead to a housing turnaround no sooner than late 2008, which is being optimistic that the homebuilding stocks have bottomed. An uptick in unemployment would exponentially damage the housing market.”  

-- Michael Sadoff, Sadoff Investment Management LLC

“When I look at city, state and federal government, I see too much. Too much spending, taxing, and control of our community through laws, regulations and commissions made up of "power brokers" working the system, while the average person works and tries to figure out the maze being built. Government has run amok and it starts with our home towns. The municipal bond market might be the next trouble spot, as we mortgage our future with continued spending to get what we want now and pay for it for years later.  Sound familiar all you credit card users? It's time for fiscal discipline. It's time to remove government programs and unleash Americans from the shackles of government control. The market would love it.”
-- James Donald, Veremuellen Capital 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 in nature, 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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