














We expect capital investment by businesses to grow at a
solid pace throughout this year. The technology sector,
particularly equipment used to drive the Internet will likely
lead the way. Developing emerging market economies will
be an important source for these large purchases. Capital
spending outside the technology sector is going to recover
more slowly.

We expect inflation to remain in check. The oversupply of
housing is putting downward pressure on rents and helping
restrain core inflation. While housing will still likely be in
oversupply a year from now it will not likely exert as much
of a moderating force on inflation as it does today.

Although we remain generally positive about the course of
the economy and markets today, there are some downside
risks that could change our more positive outlook. One of
these is that money supply growth has been very weak,
consistent with a lack of credit demand and availability.
Another issue of potential concern is the interest rate
picture. Treasury yields remain relatively low across the
curve, but rates have been trending higher. In our opinion,
the recent move to a 4% yield on the 10-year Treasury
represents a confirmation that the economy is recovering,
but a surge significantly higher than that could present
problems for growth as the cost of borrowing increases.
Regarding the Federal Reserve, lingering weakness in credit
markets and the absence of inflationary threats should
prevent the Fed from prematurely raising rates.

Moderate economic growth alone does not solve

several secular imbalances in the economy. For instance,
construction spending is disappointing and for a society
that has put so much emphasis on housing, there is a
disconnect between aspirations and reality. Our expectation
is that housing purchases will not rebound at a pace that
will make many speculative housing starts economically
viable. Also, the pace of growth will not solve the budget
shortfalls in many states or at the national level. Political
promises have outpaced the ability of the economy
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to deliver. For several years entitlement spending has
outpaced the tax base that supports it. Moreover, the
longer-term budget deficits and our dependence on
foreign capital to support them create a delicate balance
of supply and demand that is currently being questioned
regarding the U.S. commitment to long-term deficit control.
Finally, another risk that investors need to be aware of

is the ongoing possibility of protectionist trade actions
being taken by the US government. A serious shift toward
protectionism would be a negative for the economy and
bearish for risk assets.

Stock and bond markets still have some room to run.
That said, the sustainability of corporate earnings growth,
ultimately linked to the need for the private economy to
finally re-engage, is being closely scrutinized by investors.
We believe we have entered a period where “active”
investment approaches may well outpace passive styles
as careful security selection is likely a necessary condition
for outperformance in an economy that is unlikely to have
continuous smooth sailing ahead.

Other Matters — Mintz Levin Financial Advisors, LLC, a finan-
cial planning and investment advisory firm registered with
the U. S. Securities and Exchange Commision, has prepared
the firm's written disclosure statement, form ADV, Part II. If
you would like to receive our current Part Il of Form ADV,
please contact Mintz Levin Financial Advisors, LLC in writing,
or call us at (617)-348-1737.

Also, in accordance with SEC regulations, we request
that you contact us in the event that there have been
any material changes in your financial circumstances
or investment objectives, or if you wish to impose
any reasonable restrictions on the management of
your accounts or modify existing restrictions on the
management of your accounts.

Sincerely,

Mintz Levin Financial Advisors, LLC

One Financial Center | Boston, MA 02111
www.mintzlevinfinancial.com



