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Highlights

Equities continued their strong rebound as the S&P 500 Index returned +3.6% in August and is now up 40.5% over the
last six months.! Recent economic reports have been better than expected, including manufacturing, pending home
sales and residential construction.? As a result, economists now believe that the recession, which gripped the economy
over the last year, is ending. According to Bloomberg, economists now anticipate second half 2009 GDP growth of 2.1%
in the U.S. The fixed income market also reported positive returns in August, led by corporate and high yield bonds.
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Market Update Bottom Line

Equities: Recent economic data and companies’ earnings have ratified the
The momentum in the stock market was broad based in August gtrong stock market rally since March. Effectively, equities have
with most equity indices showing solid returns. International peen forecasting the end of the recession and economic news flow
developed markets led global equities with the MSCI EAFE jndicate a global recovery. Continued government stimulus and
Index +5.5%. Small caps were a slight laggard with the Russell inventory restocking may lead to better than expected growth in the
2000 Index up 2.9% in August. A major reason for the upward ghort-term. Key questions relate to the sustainability of any
momentum was the second quarter earnings. According to ISI, recovery. In particular, will the recovery be sustainable in the
around 73% of companies in the S&P 500 exceeded earnings ghsence of accommodative fiscal and monetary stimulus? Given poor
expectations. Although strong earnings were primarily a result Jahor markets and high unemployment, will U.S. consumer spending
of cost cutting and productivity improvements, sentiment yecover? Lastly, credit remains tight in financial institutions, in part
improved as companies beat estimates. Of the ten sectors that que to credit and capitalization issues of small and regional banks.
comprise the S&P 500, financials experienced the strongest Wil the lack of financing for small businesses impede the economy?

performance, up 12.9% Financials were followed by industrials,
consumer discretionary and technology. Telecom and utilities i e Alasrin
continued their recent performance of lagging the stock markets, e = e

with the telecom sector the only industry reporting negative
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yvell. On the taxable side, corporate bonds again led the fixed Chuck Lauber, CFA* Portfolio Manager

income market. In August, corporate bonds were up 1.8% and K Kield d Portfolio M

have returned +15.1% so far in 2009. U.S. government bond arfsn Jjeldgaar ort. olo .anager

returns were also positive this month, +0.8%. Year-to-date Geri Wandrey, CFA* Senior Equity Analyst
returns are still negative for government bonds, -1.9% in 2009. Celeste Blackburn, CFA* Chief Compliance Officer
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municipal bond returns were muted this month. Longer
maturities performed better than short maturities as the yield

curve flattened. Low supply and liquidity continued to be a part  «These individuals make up Tributary Capital Management. Tributary Capital
of the municipal bond market. Management, a subsidiary of First National Bank in Fort Collins, provides sub-investment
Source of Data: Barclay’s Capital advisory services to Investment Management & Trust clients.
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