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OUTLINE

= \What Is going to happen next?

= Real interest rates. getting there

B T her Impact on stock sectors



NEW HOME SALES:
SLOWER GDP GROWTH AHEAD

GDP AND NEW HOME SALES
% change, 12 months




PROPRIETARY INDICATOR:
SLOWER GROWTH UNTIL 2007
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REAL INTEREST RATES:
RISING, BUT STILL LOW

REAL SHORT-TERM INTEREST RATES
1 3 week Traasury rates less inflation
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HIGHER REAL INTEREST RATES:
BAD NEWSFOR THISSECTOR

HOME CONSTRUCTION AMD REAL SHORT-TERM INT, RATES
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HIGHER REAL INTEREST RATES:
BAD NEWSFOR THISSECTOR

MARINE TRANSPORTATION
AND
REAL SHORT-TERM INTEREST RATES
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CONCLUSIONS

m THE US ECONOMY IISGOING 1O SL OW
DOV INFUNAHILE 2007

m REAL INTEREST RATES ARE RISING,
BUIF ARE STHICIE OO L OWL S EY NEED
TORISE EURTTHER 1O PIERCE THHE
CONMIMODBINFY BUBBLE.

B RISING REAL SHORT-TERMIINTERESH
RATES ARE BEGINNING TOIMPACT TFTHIE
MIOM ENTFUIVIFOE COMIMIOBINFY-DRINVIEN
SECTORS.
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