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Looking Towards 2012 For Opportunities

As this year begins to wind down, let’s recap what we experienced in 2011 and turn our attention
to 2012. Growth in the United States was disappointing in 2011. The consensus among
economists surveyed by the Philadelphia Federal Reserve in early 2011 was that real Gross
Domestic Product (GDP), which measures the output of the economy, would grow by 3.2%.
Instead, the economy expanded at a disappointing annualized rate of just 1.2% in the first three
guarters of 2011. The unemployment rate remains stuck at the eight to nine percent range. Debt
issues on both sides of the Atlantic continue to plague the financial markets. Despite record
corporate profits and very low interest rates, the combination of mixed economic news, political
uncertainty, and ongoing European debt concerns has left the S&P 500 essentially flat for the
year. More importantly, the year has been extraordinarily volatile as evidenced by the nearly 200-
point daily swings in the Dow Jones Industrial Average.

Looking to 2012, we expect these aforementioned questions and concerns to continue to affect
the markets as they have for the past couple years. For the 2012, we anticipate the following:

e Economy: Our outlook for growth in 2012 is mixed. Most economic indicators in recent
weeks have been positive. They do not add up to a robust economic recovery, but they
also do not point to the recession that some feared this past summer. The most likely
outcome, in our view, is moderate growth—trend-like at best—for the coming year.

e U.S. Equities: We expect the S&P 500 to generate a mid-single digit return for 2012. We
believe moderate economic growth and macroeconomic factors will keep a lid on gains.
On the other hand, low market valuations and continued strength in corporate profits will
offer a support level. According to Thomson Reuters, earnings growth for the S&P 500 is
estimated to be an attractive 10.1% in 2012.

e U.S. Fixed Income: We expect the combination of the Federal Reserve’s efforts to
stimulate the economy and growing concerns about the U.S. debt load to push the
benchmark 10-year U.S. Treasury yield higher. A recent survey of Federal Reserve’s
primary dealers suggests a 2.4% year-end level, which we also feel makes sense.

For more insight regarding the five developments likely to be critical in driving investment returns
in 2012, please see the 2012 Outlook publication. This publication discusses what transpired in
2011, five themes likely to impact investor returns in 2012, and how to navigate the volatile
markets that we expect to continue for another year.

Over the long-term, we believe a strategically diversified approach works well regardless of
market environment. However, with 2012 and beyond looking like a volatile market environment
characterized by weak economic data and increased uncertainty, the question for investors is
what to do. We remain focused on investments and investment strategies that may mitigate
some of the anticipated volatility and take advantage of opportunities. To mitigate volatility, we
find alternative strategies, dividend paying equities, defensive sectors, and larger capitalization
companies attractive. From an opportunistic standpoint, we continue to favor fixed income
spread product (i.e. non-Treasuries). Case in point, yields on corporate bonds rated Baa by
Moody’s are trading at a spread of about 329 basis points over yields on 10-year Treasury bonds.
This is much less than the 600 basis point spread at the height of the financial crisis in late 2008,
but well above the 196 basis point average spread since 1962.

We believe a combination of all of these investment opportunities offer the ability to both protect
and profit in the 2012 financial markets.
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This information is compiled by Cetera Financial Group from source material obtained or provided
by US federal and state departmental websites, equity index sponsors Standard & Poor’s, Dow
Jones, and NASDAQ, credit ratings agencies Standard & Poor’s, Moody’s Ratings, & Fitch
Ratings, domestic and foreign corporate issued newswires and press statements, and from
referenced compilations and index readings by Bloomberg Professional. The information is
believed to be from reliable sources; however, we make no representation as to its completeness
or accuracy. The information has been selected to objectively convey the key drivers and
catalysts standing behind current market direction and sentiment.

No independent analysis has been performed and the material should not be construed as
investment advice. Investment decisions should not be based on this material since the
information contained here is a singular news update, and prudent investment decisions require
the analysis of a much broader collection of facts and context. All economic and performance
information is historical and not indicative of future results. Investors cannot invest directly in
indices. This is not an offer, recommendation or solicitation of an offer to buy or sell any security
and investment in any security covered in this material may not be advisable or suitable. Please
consult your financial professional for more information.

While diversification may help reduce volatility and risk, it does not guarantee future performance.
Additional risks are associated with international investing, such as currency fluctuations, political
and economic instability, and differences in accounting standards.

Securities offered through Financial Network Investment Corporation, a registered broker/dealer.
Member SIPC.

Affiliates and subsidiaries and/or officers and employees of Cetera Financial Group or Financial
Network Investment Corporation may from time to time acquire, hold or sell a position in the
securities mentioned herein.
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*Securities and advisory services offered through Financial Network Investment Corporation, a registered broker/dealer and member
SIPC. Financial Network is not an affiliate of Mars National Bank or Mars National Advisors.

Mutual Funds, annuities and other investments available through Financial Network Investment Corporation are not insured by the
FDIC, NCUSIF or any federal government agency, are not deposits, or obligations of nor guaranteed by Mars National Bank or Mars
National Advisors, or any other affiliated entity. Investments are subject to investment risks including loss of principal invested.
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