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‘CLUNKERS’ DRIVING PRODUCTION INDUSTRIAL PRODUCTION (Y/Y%)

Total industrial production climbed 0.8% in August follow- 10
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ing an upwardly revised 1.0% increase in July. “Clunkers” 5]
these gains as a sign of recovery for the entire economy — / - \

played the primary role. The press continues to interpret

and that just isn’t the case. Large monthly losses in output 51
were registered by furniture & related products, non-metal- -10]
lic mineral products, computer & electronic products, wood 15 | Souee: Board o Govemos Federal Resere \J

products, petroleum & coal products and aerospace and '95 '96 '97 '98 '99 ‘00 ‘01 '02 '03 '04 '05 '06 '07 '08 ‘09
miscellaneous transport equipment.

ECONOMY SLASHES 263,000 JOBS UNEMPLOYMENT RATE (%)

In line with our expectations, the U.S. economy eliminated
263,000 nonfarm payroll jobs in September — considerably
deeper than the consensus call for a loss of 175,000. The
declines were widespread. Total private hours worked fell to
33.01in September from 33.1, a very bad sign of labor market
demand. Here we are some 22-23 months into recession and
the economy is still hemorrhaging jobs at a monthly rate of Source: Buroau of Labor Statstics, Argus Research

a quarter of a million. The unemployment rate, now at 9.8% '0 '92 94 '9%6 98 00 02 04 06 08
and the highest since 1983.

w A O O N O ©

ISM POINTS TO GDP REBOUND REAL GDP (Y/Y%]) VS. ISM PMI
The Institute for Supply Management’s (ISM) PMI slipped
afew notches to 52.6 in September from 52.9 in August. The
essentially unchanged reading was the result of a large drop
in the Production and New Orders indices but some essen-
tially unchanged readings in New Export Orders and Em-
ployment. The Prices Index remained at a lofty 63.5 last
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month. This latest expansionary reading in the PMI is 401 5 | _o—ISM (eft Scale) Source: ISM, Buroay Econornic 14
. K nalysis, Argus Research
encouraging, but unfortunately it doesn’t appear to be sus- 35 -6
. 1987 1991 1995 1999 2003 2007
tainable.
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MONETARY HIGHLIGHTS

FED LEADING INDICATOR DIPS

One of the more-respected measures of U.S. macroeco-
nomic activity, the Chicago Fed’s National Activity
Index (CFNAI), slipped in August — but remained on
an improving trend once averaged over the past three
months. This is a sign that the U.S. economy has indeed
improved compared to the free-fall of a few months
back. During August, the CFNALI fell to a reading of -
0.90 from a revised -0.56 posting in July. The less-
volatile three-month moving average advanced to-1.09
from -1.61. The Chicago Fed reported that 47 of the 85
indicators improved from July to August.

AG PRICES FLAT IN SEPTEMBER

According to the National Agricultural Statistics Ser-
vice (NASS), the preliminary All Farm Products Index
of Prices Received by Farmers was unchanged from
August to September, with a reading of 127. The All
Farm Products Index is down 18% since September
2008. The Prices Paid Index for Commodities and
Services, Interest, Taxes and Farm Wage Rates (PPITW)
was also unchanged in September from August, but
remained 14 points lower (7.4%) than year-ago levels.
The Food Commodities Index rose one point (0.8%)
from last month and decreased 25 points (17.0%) from
ayear ago. We expect agricultural prices to trend higher
in coming months.

TOBIN'S ‘Q' AT 0.78 IN Qll

According to Nobel Laureate James Tobin, the ratio of
total stock market value to the stock market’s net worth
(corporate net worth) is a reliable indicator of market
valuation. When the stock market trades at a ‘discount’
to the replacement cost of its assets, the market is
inexpensive, or cheaper to buy than build. This discount
possesses ‘q’ ratios that are less than 1.0. Conversely,
when “q” exceeds 1.0, the market trades at a premium
to its replacement cost. The run-up from 1996-2000 had
‘q’ approaching the unthinkable value of 2.0. The most
recent (QI12009) level of 0.78 is notably higher than the
0.65 posting in the second quarter, which was the lowest
since QIV 1990.
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FINANCIAL MARKET HIGHLIGHTS

GLOBAL YIELD GAPS INDICATE GROWTH GLOBAL YIELD GAPS (%)
Yield gaps fluctuated a bit across the globe in the past 12

month, but continue to show growth prospects for both 10

Emerging and Industrialized economies over the next

12 months. U.S. long-term rates are currently in the 8

same 3.25%-3.75% range as rates in other industrial- 6

ized nations, such as the Euro area, China and the UK.

Interestingly, interest rates in China moved higher over 4

the summer as the economy awakened and potential 2

inflationary pressures percolated. Butnotall yield curves =

in emerging markets are signaling growth. The yield 0

gaps in Brazil and Russia are low, as governments work -2 [ {=3-Mo =10-Yr =« CurrentGap =Month-Ago Gap (basis points]’>
to bring inflation under control. That said, short-term 4 ‘ ‘ ‘ ‘ ‘ ‘

rates have been coming down in both countries, as they Brazil Russia Japan China Euro UK US India
move into position to benefit from a potential boom in

commodities once global growth takes hold.

EARNINGS POISED FOR GROWTH S&P 500 GROWTH RATE

This quarter, earnings for the S&P 500 are expectedto 100 ——————————
be down 22% from the year-ago quarter and down 30%  gg | | 5 Standard & Poors: Argus Research
excluding Financials. However, after 3Q09, analysts 80 L
expect sharp year-over-year increases in earnings to
commence. Earnings are expected to decline another
14% in 2009, but are expected to rebound by 21% in
2010 — including a nearly 60% surge in earnings from
Financials. Companies large and small have been slash-

70 -

60
50
40

ing payrolls and other expenses for several quarters so 30

margins are set to expand. As aresult, profits are poised 20 —

to surge once demand recovers and revenues begin to 10

grow. That said, there was little evidence of revenue 0

growth in 2Q results. 70 75 '80 '85 90 '95 00 05 "0E
CORPORATE BOND SPREADS OVER TREASURIES CORPORATE BOND SPREADS

The difference between the yields on corporate bonds 7

and the benchmark 10-year U.S. Treasury bond is an
important measure of risk appetite in the credit markets.
When the credit markets seized in the fall of 2008,
yields on corporate bonds surged higher across the
credit risk spectrum — this as buyers went on strike and
rotated funds into relatively safe Treasuries (pushing
those yields lower). As credit markets have healed,
long-dated Treasury yields have stayed pretty steady,
while yields on corporate debt have plunged. However,
investors should note that spreads remain near the peak
levels hit back in 2003 and are still well above the
spreads the prevailed for most of the 1990’s.
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This report is provided to you by Perigon Wealth Management, LLC. The information and material presented in this report are for general information only and do not specifically
address individual investment objectives, financial situations or the particular needs of any specific person who may receive this report. Nothing in this report constitutes individual
investment, legal or tax advice. This report, prepared by Argus Research, is not an offer to sell or a solicitation of an offer to buy any security. Investors should seek financial advice
regarding the suitability of investing in any securities or investment strategies discussed or recommended in this report and should understand that statements regarding future prospects
may not be realized. Investments involve risk and an investor may incur a profit or a loss. Services and products offered through Perigon Wealth Management, LLC are not insured
by FDIC, nota deposit or obligation of, or guaranteed by, the depository institution and are subject to risks including the possible loss of principal amount invested. Past performance
does not guarantee future results. Prices and yields quoted are subject to change. Perigon Wealth Management, LLC, its affiliates and subsidiaries, or its officers and employees may
from time to time acquire, hold or sell securities or other derivatives related to such securities mentioned herein. Argus Research Company is an independent investment research
provider and is not a member of the FINRA or the SIPC. Argus Research is not a registered broker dealer. The Argus trademark, service mark and logo are the intellectual property
of Argus. The information contained in this research is produced and copyrighted by Argus, and any unauthorized use, duplication, redistribution or disclosure is prohibited by law
and can result in prosecution. The content of this report may be derived from Argus research reports, notes, or analyses, and other important disclosures may be obtained on the Argus
web site www.argusresearch.com. Investing in any security or investment strategies discussed may not be suitable for you and it is recommended that you consult an independent
investment advisor. The opinions and information contained herein have been obtained or derived from sources believed to be reliable, but Argus makes no representation as to their
timeliness, accuracy or completeness. Argus may issue or may have issued other reports that are inconsistent with or may reach different conclusions than those represented in this
report, and all opinions are reflective of judgments made on the original date of publication. Argus is under no obligation to ensure that other reports are brought to the attention of
any recipient of this report. Argus shall accept no liability for any loss arising from the use of this report, nor shall Argus treat all recipients of this report as customers simply by virtue
of their receipt of this material. Investments involve risk and an investor may incur either profits or losses. Past performance should not be taken as an indication or guarantee of future
performance. Argus has provided independent research since 1934. Argus officers, employees, agents and/or affiliates may have positions in stocks discussed in this report.




