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Overview

Had you been marooned on a desert island for the last year and unaware of all the gyrations that have occurred
in the markets you would be unimpressed by the level of liquidity that has found its way back into the bond
market. Corporate spreads have come back with a vengeance. As an example, AT&T 5.50% due 2/1/18 trade at
approximately +174 bps over 10yr treasuries as of 6/30/09 in from +180 bps over 10yr treasuries as of 6/30/08 (the
same bonds traded at a approximately +536bps over 10yr treasuries on 11/21/08). In addition, State Level
General Obligation municipal bonds that traded at 99% of Treasury yields in 10yrs back on 6/30/08 now trade at
98% as of 6/30/09 (keep in mind this debt traded at 121% of 10yr treasury yields in mid October 2008). The
question is: Have we come to far too fast? What is different now versus June 2008 is the overall state of the
economy. One only has to pick up the paper to realize that the factors that are impacting our economy and
markets - joblessness, deficit spending, the housing market, consumer debt, etc., are not going away anytime
soon. While it is encouraging to see an improvement in credit conditions, the environment in which we now
find ourselves is concerning.

Taxable Market Diagram 1: Selected Key Rates
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debt created by the Obama administration’s stimulus package. Build America Bonds (BAB’s) let states and cities
sell taxable debt and receive a subsidy from the Federal Government equal to 35% of the interest cost of that
debt. The program, introduced in late 2008, began to pick up steam in early 2009 and continues to be an
important issuance mechanism for states and cities. One of the major advantages to issuers, aside from interest
cost savings, is the ability to attract a large class of taxable buyers to their debt (pension plans, life insurers etc).
The advantage to the buyer, aside from the yield, is the ability to invest with a new taxable issuer. While yields in
general have come down for corporate bonds, they still offer a substantial pick up versus money market
alternatives (See Diagram 1).

Fidelity Cash Reserves Fund (FDRXX) 0.48%

Municipal Market
Municipal yields continued to grind tighter during the quarter relative to treasuries. As noted in Diagram 2 the
spread relative to treasuries for 10yr State Level General Obligation paper has compressed back to June 2008
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Municipal Market Continued

levels. Part of the tightening relates to the overall improvement in the bond market but part of it also can be
attributed to a lack of overall supply. As noted above, issuers that may have typically issued tax exempt debt to
the market are now finding it more cost efficient to issue Build America Bonds in taxable form. The result of the
lack of issuance in tax exempts has created, to some extent, a scarcity value in these bonds.

Diagram 2: Selected Municipal Key Rates
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2yr General Obligation due 2010 0.97% 2.57% 90.86% 100.74%
5yr General Obligation due 2013 2.18% 3.37% 85.67% 101.63%
10yr General Obligation due 2018 3.52% 4.00% 98.36% 99.51%

All yields sourced from Bloomberg.

Our Portfolios

On the taxable side, we maintain our focus on high quality names. Names we have been active in include Pepsi
Bottling Group, Cisco, Pfizer, IBM, Emerson Electric to name a few. Overall our taxable portfolio consist of
certificates of deposit (mainly for short term needs), agencies and high grade corporates. On the municipal side,
we continue to compare municipal yields (primarily on the shorter end) with their fully taxable (corporate)
counterparts to determine the highest taxable equivalent yield for the client. As of right now I am sure of three
things: death, taxes, and our government’s need to issue a substantial amount of debt over the next few years.
We feel interest rates will move higher as a result of supply and continue to keep our portfolios short.

Centerpoint Advisors are Investment Advisor Representatives with National Asset Management, Inc., a registered investment advisor with
the Securities Exchange Commission. The views expressed contain certain forward-looking statements. Centerpoint Advisors believe these
forward-looking statements to be reasonable, although they are forecasts and actual results may be meaningfully different. Actual events
may cause adjustments in portfolio management strategies from those currently expected to be employed. This material represents an
assessment of the market at a particular time and is not a guarantee of future results. This information should not be relied upon by the
reader as research or investment advice regarding any security in particular. The performance data quoted represents past performance.
Past performance does not guarantee future results. Current performance may be lower or higher than the performance quoted. By
investing in high yield bonds you may be subjected to greater price volatility based on fluctuations in issuer and credit quality. When
investing in bonds, you are subject, but not limited to, the interest rate, inflation and credit risks associated with the underlying bonds.
Bonds may be worth less than original cost upon redemption or maturity. An investment in the money market fund is not insured or
guaranteed by the by the Federal Deposit Insurance Corporation or any other government agency. Although the money market fund seeks
to preserve the value of your investment at $1.00 per share, it is possible to lose money by investing in the money market fund. All security
yields and prices sourced from Bloomberg. All graphs sourced from Bloomberg. Securities offered through National Securities
Corporation, member FINRA/SIPC. Accounts are carried by National Financial Services LLC, Member NYSE/SIPC, a Fidelity Investments ®
company. Investment Advisory Services offered through National Asset Management, Inc., a Registered Investment Advisor and affiliate of
National Securities Corporation. Member FINRA/SIPC.
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