
UNDERSTANDING A ROAD TO RECOVERY

The LPL Financial Crisis Conditions Index improved over the past week 
extending the trend of improvement since the start of March. The 
improvement in conditions has been mirrored in the stock and bond market. 
The CCI is now inline with where it started the year – aligned with our base 
case for the economy and forecast for modest gains in stocks and bonds 
this year.

Last week’s improving components of the CCI included:

Narrowing credit spreads - generally better than expected fi rst quarter  

earnings results bolstered the confi dence of bond investors.

Decline in the VIX - the outlook for stock market volatility has moderated. 

Resilient retail sales - chain store sales tracked by the International  

Council of Shopping Centers were down only -0.1% from a year ago.

Surging mortgage applications - conforming mortgage rates are below  

5% and at all time lows. 

Consumer confi dence – consumer sentiment improved along with an  

outlook for rising infl ation suggesting consumers may no longer be 
willing to delay purchases in anticipation of lower prices for durable 
goods purchases such as homes and autos.

Initial jobless claims have refl ected some modest improvement in the past 
two weeks, but remain the weakest component of the CCI since the start of 
the year.

Overview
The LPL Financial Crisis Conditions Index 
is a weekly measure of the conditions that 
underpin our outlook for the markets and 
economy in 2009.  We will publish this 
weekly index over the course of 2009 to 
provide real-time context and insight into the 
trends that shape our recommended actions 
to manage portfolios.  We expect this index 
will become a useful tool to describe the 
conditions most relevant to investment 
decision making in 2009.

This weekly index is not intended to be 
a leading index or predictive of where 
conditions are headed, but merely a 
coincident measure of where they are 
right now.  We want to track the conditions 
in real-time to aid in investment decision 
making.  There are thousands of indicators-
some lead the economy, some lag, while 
others merely offer a lot of statistical 
noise.  We chose to create our own index 
tailored to the current environment to 
provide the clearest and most useful way 
to track how conditions are aligned with the 
expectations embedded in our investment 
recommendations.
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