
June 29, 2012

Dear Valued Investor,

At the end of last year finding a middle ground, or Meeting in the Middle, was key for growth in the markets 
and economy. So far, this has been reflected in economic and market data. Notably, at this year’s midpoint, 
the gap between consumer confidence and leading economic indicators has narrowed about halfway.
However, when divergent rational facts and emotional feelings attempt to converge, it usually comes 
with some ups and downs. We have experienced this in the first half of 2012, with large upswings and 
dramatic downdrafts in market performance. We do anticipate that this volatility will persist for the rest of 
2012 — though it hopefully mellows a bit as we get some clarity around the November elections. 

We continue to believe that: 
 � The U.S. economy will grow about 2%, supported by soft sentiment and hard data continuing to converge. 
 � The U.S. stock market will likely post high single-digit to low double-digit gains, backed by mid-to-high 

single-digit earnings growth. 
 � Corporate bonds will post modest single-digit gains and outperform government bonds. 
 � Policy-driven events will hold major consequences for investors.*

In our 2012 Outlook, we stated that the party that emerges in control following the November 2012 elections 
will forge the decisions that represent one of the biggest shifts in the federal budget policy since World War II. 
During the next several months, the elections will likely become an increasingly potent driver of the overall 
markets and particular investments as well as determine whether our expectations for the year come to fruition. 

In our Mid-Year Outlook, we explore the potential investment impacts of policy and legislative changes 
resulting from the election. Our outlook over the second half of 2012 for the economy, the stock market, and 
the bond market are on track based on our 2012 Outlook forecasts. However, financial markets will react 
in anticipation of potential election impacts and influence stock and bond market performance. In the stock 
market, we continue to focus on sectors that derive more of their growth from more rapidly growing emerging 
markets and business spending. In the bond market, we continue to focus on higher yielding sectors that may 
outperform in a low-yield environment resulting from political uncertainty, sluggish economic growth, and 
ongoing risks from Europe. 
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This election can be broken down into many issues for analysis. We can think of these issues as campaign 
stops on our journey across the current political landscape. As we explore these issues, we will be making 
stops at the White House, Congress at the Capitol Building, and the Federal Reserve. We will head down 
Main Street to discuss the budget, move on to talk taxes in the town square, and then make a pit stop to 
talk about the sector impacts of policy changes on Wall Street. Finally, we will move on to Europe for the 
impact of the numerous elections on the second half of 2012.

As always, if you have questions, I encourage you to contact your advisor.

Sincerely,

Jeffrey Kleintop, CFA
Chief Market Strategist 
LPL Financial
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The opinions voiced in this material are for general information only and are not intended to provide specific advice or recommendations for any 
individual. To determine which investment(s) may be appropriate for you, consult me prior to investing. All performance referenced is historical and is no 
guarantee of future results. All indexes are unmanaged and cannot be invested into directly.

The economic forecasts set forth in the presentation may not develop as predicted and there can be no guarantee that strategies promoted will be successful.

* Please reference the Mid-Year Outlook 2012 and Outlook 2012 for additional perspective on our beliefs mentioned within this letter.

Past performance is no guarantee of future results.

This research material has been prepared by LPL Financial.

To the extent you are receiving investment advice from a separately registered independent investment advisor, please note that LPL Financial is not an 
affiliate of and makes no representation with respect to such entity.
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