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	% Return as of 6/30/09

	Equity Indexes
	2nd Q
	1 Yr
	3 Yrs

	S&P 500
	15.9
	-26.2
	-8.2

	Russell 2500
	20.3
	-26.7
	-9.3

	MSCI EAFE
	25.9
	-31.0
	-7.5

	Emerging Market
	34.8
	-27.8
	3.3

	DJ Wilshire REIT
	31.5
	-45.4
	-19.7

	Bond Indexes
	
	
	

	TIPS
	0.7
	-1.1
	5.8

	Aggregate
	1.8
	6.1
	6.4

	Governments
	-2.2
	6.6
	7.3

	Mortgages
	0.7
	9.4
	7.9

	Investment  Corporate
	10.5
	3.8
	4.5

	Long Corporate
	14.8
	4.0
	4.2

	High Yield
	23.1
	-2.4
	2.1

	Municipals
	2.1
	3.8
	3.9

	Cash Equivalents
	
	
	

	3-Month T-Bill
	0.05
	0.6
	3.0

	Consumer Price Index
	0.7
	-2.2
	1.8


As 2009 began, world markets continued to be embroiled in the lingering effects of the financial shock. As a result of ever-rising unemployment rates consumers were reluctant to spend. Investors were unwilling to hold anything but the safest of Treasury securities due to an extreme aversion to risk. Markdowns of many assets, from home values to stocks, continued. Some extreme market pundits predicted a return to the Great Depression and stressed the need for maximum safety. Governments, businesses and investors all struggled with the loss of liquidity, credit and confidence, all vital elements to a healthy economy.

As the year wore on, it appeared that governmental actions to inject liquidity into the system were beginning to have at least some of the desired effects. Slowly, credit markets began to thaw. Corporations were able to access capital markets to shore up their balance sheets. Consumers, while still cautious, became more confident and began to increase spending. As companies began to report earnings, they were generally better than overly gloomy expectations. While things were still difficult they were finally showing signs of stability.

These positive signs set the stage for the broad rally, which began late in the first quarter, to continue. Almost all asset classes participated. U.S. equities rose strongly for the quarter, the largest gain since 2003. Corporate, high-yield and asset-backed securities also rebounded significantly. One notable exception was U.S. Treasuries, the star performers of 2008. Treasuries lost roughly 4.5% for the first half of the year as measured by the Treasury Master index. This marked their worst six-month performance since the inception of the index in 1977. This demonstrates the high price of the often 

ill-timed pursuit of “safety.”

Domestic Equities: Stocks rose strongly against the backdrop of potential recovery. The S&P 500 climbed 15.9% for the quarter but was still down a disappointing 26.2% for the trailing year. Smaller stocks performed even better. The Russell 2500 rose 20.3% for the quarter but was down 26.7% for the trailing 12 months.

International Equities: Foreign stocks did not miss the upside action. International equities, as represented by the MSCI EAFE index, vaulted to a 25.9% gain though still down 31.0% during the past year. Emerging markets, securities of companies operating in less developed countries, also surged back from depressed levels soaring 34.8% for the quarter. The performance still failed to erase the loss for the trailing year of 27.8%.

Fixed-Income: Bond returns were widely dispersed as investors reversed the “flight to quality” rush of last year. The Barclay’s Aggregate Index, a broad measure of bonds in various sectors, was up 1.8% for the quarter and up 6.1% for the trailing year. As noted above, as fears eased, some believed that Treasury securities were overvalued and prices fell. The Treasury Master Index fell 3.1% for the quarter and 4.5% for 2009 year to date. The trailing 12 month return was still up 6.5%. Other bond categories benefited as fears subsided. Investment grade corporate bonds, as measured by the Barclay’s Corporate Index, rose 10.5% for the quarter and 3.8% for the 12 month period. High-yield bonds rose a powerful 23.1% for the quarter yet failed to overcome a 2.4% loss for the trailing year. Treasury Inflation-Protected Securities rose a modest 0.7% for the quarter and posted a modest 1.1% loss over the past year. The recent outperformance of corporates and high-yield credits are at least one indication that credit spreads are normalizing. This is a real positive as the current difficulties all markets are experiencing are credit related.
Real Estate:  Commercial real estate is dependent on financing as is residential property. As credit markets froze, credit availability was severely restricted and values fell. As with equities and fixed-income, the move toward normalizing credit markets provided a powerful catalyst. Publicly traded REITs, as measured by the DJW REIT index, surged 31.5% for the quarter but still were unable to overcome a bruising loss for the trailing year of 45.4%.

It is encouraging to see emerging signs of stability and strength after the difficult markets of the past year. It is also good to again see patience and discipline amply rewarded. It is, however, not likely we are out of the woods quite yet. Recoveries do not usually proceed in a straight line and significant challenges remain. It will be as important as ever for us to track your goals and be vigilant in helping to protect your future.

As always, thank you for your trust and confidence in me. I look forward to talking with you soon to discuss your situation and any adjustments that might be made. In the meantime, please feel free to contact me with any questions or concerns you may have.

The content of this material was provided to you by Lincoln Financial Network for its representatives and their clients. Lincoln Financial Network is the marketing name for Lincoln Financial Advisors Corp. and Lincoln Financial Securities Corp.

Source of data – – *U.S. Department of Commerce; Bureau of Economic Analysis. Wall Street Journal, SEI, Rothschild Market Review, Bureau of Economic Analysis, Lehman, Bloomberg,  mpi Stylus,  Markit ABX indexes. The performance of an unmanaged index is not indicative of the performance of any particular investment.  It is not possible to invest directly in any index.  Past performance is no guarantee of future results.  This material represents an assessment of the market environment at a specific point in time and is not intended to be a forecast of future events, or a guarantee of future results.  Treasury Inflation Protected Securities (TIPS) have principal values that grow with inflation if held to maturity. High yield bonds (lower rated or junk bonds) experience higher volatility and increased credit risk when compared to other fixed income investments.  REITs are subject to real estate risks associated with operating and leasing properties.  Additional risks include changes in economic conditions, interest rates, property values, and supply and demand, as well as possible environmental liabilities, zoning issues and natural disasters.  There can be no assurance that the investment objectives will be met. Stocks can have fluctuating principal and returns based on changing market conditions.  The prices of small company stocks generally are more volatile than those of large company stocks.  International investing involves special risks not found in domestic investing, including political and social differences and currency fluctuations due to economic decisions.  Investing in emerging markets can be riskier than investing in well-established foreign markets. 
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Associates of Bridgeworth Financial, LLC are registered representatives of Lincoln Financial Advisors Corp. Securities and investment advisory services offered through Lincoln Financial Advisors Corp., a broker-dealer and registered investment advisor. Insurance offered through Lincoln affiliates and other fine companies.





telephone: (205) 909-5000
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201 office park drive, suite 300


birmingham, alabama 35223
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