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OVERVIEW 
 

• Equity markets entered 2009 on a negative note. In early January (& YTD 2009) the S&P 500 declined –6.6%, the DJIA –6.4%, NASDAQ –
4.1%, Russell 2000 –7.4%, NAREIT -14.4%, & the MK Equity Universe –3.8%. 

• Economic data reported over the period 1/5 – 1/15/09, once again, were predominantly negative with weak trends in labor markets, 
retail sales, & the manufacturing sectors. The positive aspect continues to be the drop in the inflation outlook. In light of current global Central 
Banker commitment to promote economic growth, our consulting economist indicates that bond markets are currently discounting more serious 
default rates & ratings downgrades. This suggests that longer-term/lower rated corporate bonds provide the most upside in early 2009, 
followed by equities in the second half of 2009. 

• The MK Equity Universe had better relative performance in early January and 18/28 monitored sectors (6 sectors had positive 
performance) beat the S&P 500. All 4 sectors with positive analyst ratings – Energy MLPs, Healthcare Services, Semiconductors, & System 
Area Networks – beat the index. 

 
ECONOMIC TRENDS & OUTLOOK 
 
Trends: Economic reports/news over the period 1/5/09 – 1/15/09 were once again predominantly negative. Weak trends in labor markets, retail 
sales, & the manufacturing sector outlook was offset some by very benign inflation data & more global interest rate cuts. This suggests continued 
aggressive steps by Central Bankers to stimulate economic growth. 
 
December Import Prices (1/14) declined -4.2%, with petroleum import prices down -21.4% & Core-Import Prices -1.1%. December Export Prices 
were down -2.3%, agricultural prices -6.5%, & Core-Export Prices -1.9%. Prices were especially weak for industrial supplies & metals, supporting the 
weak outlook for the global manufacturing sectors. Both Import & Export prices are now down for the 5th consecutive month. The price declines in the 
trade sector in 2008 were more severe than during the last recession in 2001, indicating a more severe downturn in the current cycle. The December PPI 
Index (1/15) declined -1.9% (=). Prices declined for both food & energy, however the Core-PPI Index inched up +0.2% (+). In the pipeline, Crude & 
Intermediate Prices declined, especially for energy & food, and declines at the core level suggest further downwards pressure for the Core-PPI Index. 
While it indicates ongoing economic weakness, the benign trend in inflation will allow the Fed to pursue its planned aggressive policies to stimulate the 
economy. Reflecting a weak economic outlook the S&P 500 declined in early January; however, the Energy & Materials group had smaller declines. 
 
December Nonfarm Payrolls (1/9) dropped by -524K (+) and November Nonfarm Payroll losses were revised down to -584K (from -533K). The 
December Unemployment Rate surged to 7.2% (+) from a revised 6.8% in November. Job losses were widespread and reported in construction, 
manufacturing, retail trade, professional/business services, & leisure/hospitality with modest gains reported for educational/health services & 
government. The report indicated that over the last 4 months, payroll employment declined by 1.9 million (2.6 million job losses in 2008), indicating the 
marked impact of financial market strains (since late 2007) finally flowing into the real economy. The trend in sectors of interest were as follows: oil/gas 
extraction +1.4k, construction -101k, machinery manufacturing -6.9k, computer/electronic products -8.2k, motor vehicles/parts manufacturing -21.4k, 
motor vehicles/parts dealers -25k, gasoline stations -1.3k, clothing stores –4k, sporting goods -6.3k, transportation/warehousing -23.9k, telecom-3.5k, 
finance/insurance -9.6k, computer systems design –2.9k, health care +31.6k, leisure/hospitality – 22k, and restaurants -20.4k. The Average 
Workweek edged lower to 33.3 hours (-), however Average Hourly Earnings gained +0.3% (+) to $18.36, indicating a weak environment for 
personal income growth. The outlook for personal consumption is weak in early 2009, and is reflected in weak December sales at retailers, including 
discounters. The Healthcare Group had a smaller decline than Consumer Discretionary & the S&P 500 did in early January. Performance was negative 
in all MK Transportation sectors, Restaurants, with stronger relative performance in Healthcare Services.     
 
The December ISM NMI Index (1/6) edged up to 40.6 (+), modestly reversing the downtrend in the index over October & November. The December 
report indicates that relative to the manufacturing sector (the ISM PMI Index has declined for five consecutive months), the services sector showed a modest 
uptick at year-end. In December, only 1/18 monitored industries (Retail Trade) reported activity growth, and the other 17 industries contracted. All 18 
industries reported declines in employment and the only positive in the report was a continuing downtick in prices. The report indicated that lack of 
funding, budget cuts, & lower employment continue to be a headwind for service sector growth in early 2009. The MK Specialty Retail & Consumer 
Special Situations sectors declined at a lower rate than the S&P 500 in early January. 
 
December Retail Sales (1/14) declined -2.7% (-), and November & October were revised to show greater declines. The weakest segments were 
gasoline stations (-15.9%) & building materials/garden equipment (-2.9%) and declines were reported by grocery stores, restaurants, & online 
retailing. The only segments reporting growth was health/personal care. In December, despite declining gas prices, rising unemployment-affected key 
discretionary spending categories, even online purchases. In 2008 Retail Sales declined -0.1%. Trends in sectors of interest were as follows: autos/parts 
-11.9%, furniture -8%, electronics/appliances +0.1%, building materials/garden equipment -3.6%, food/beverage +5.1%, gasoline stations +9.9%, 
health care +4%, sporting goods +1.1%, online retail +3.6%, & restaurants +3.7%. Clearly, spending on consumer staples exceeded discretionary 
spending and in early January, the Consumer Staples Group declined less than Consumer Discretionary.  
 
November Factory Orders (1/6) declined -4.6% (-), with Durable Goods down -1.5% % (revised from -1%) & Nondurable Goods -7.4%. November 
Factory Shipments declined -5.3%, with Durable Goods down -3.1% & Nondurable Goods -7.4% (shipment declined -21% for petroleum/coal 
products reflecting weakness in energy prices). YTD 2008 Factory Shipments were up +3.4% with Durable Goods down -2.1% & Nondurable Goods 
+9%. Shipments trends in sectors of interest were as follows: farm machinery +25.6%, construction machinery +9.5%, oil/gas field machinery 
+11.3%, computers -11.1%, computer storage devices -3.8%, nondefense communications -2%, semiconductors -8.8%, electronic components -3.6%, 
heavy duty trucks -12.8%, petroleum/coal products +26.8%, & pesticides/fertilizers +29.7%. In 2008, basic machinery trends were stronger than 
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technology and inflation had a positive impact on energy & energy related sectors. However, in early January the Technology Group (high beta) has 
better relative declines than Industrials. November Business Inventories (1/14) declined -0.7% (+), however a sharp decline in sales resulted in the 
inventory/sales ratio gaining to 1.41 (+). While sales declined across the pipeline, the inventory/sales gained across the pipeline. At the Retail Level, 
inventory ratios declined for auto dealers, furniture stores, & department stores. At the Wholesale Level (1/9), inventory ratios gained across most 
reporting segments, especially for durable such as autos, lumber, metals, electrical goods, & machinery and petroleum. The outlook remains weak for 
the manufacturing outlook as wholesalers & manufacturers bring down “bloated” inventories.  
 
The November Trade Balance (1/13) shrank to -$40.44 billion (-), with imports shrinking at a much faster pace than exports. Net imports were down 
sharply for industrial supplies (primarily petroleum products & crude oil), capital goods (increase noted for oil field equipment), & consumer goods 
(pharmaceuticals & home electronics). The YTD data reflected net import declines for industrial supplies & consumer goods, in line with the sharper relative 
slowdown of the domestic economy in 2008. The current outlook (Economist 1/10 issue) is for the domestic economy to have less negative growth than 
other key advanced economies in 2009, but under perform growth projected for key Asian & Latin American markets. November Construction 
Spending (1/5) declined -0.6% (+) with Residential Construction declining -4.1% and Nonresidential Construction gaining +1.0% (strong growth in 
lodging, office, educational, power, & manufacturing segments and declines in commercial & communications). YTD 2008 Construction Spending was 
down -5.3%, with Residential down -27.2% & Nonresidential up +12.2% (strong gains in lodging, office, commercial, power, & manufacturing). While 
Nonresidential Construction grew in 2008, the outlook is for a slowdown with the outlook calling for declines in capital spending & rising unemployment. 
The November NAR Pending Home Sales Index (1/6) declined -4% to 82.3 (-), with mounting job losses & declining consumer confidence having a 
negative impact. The updated forecast is for Existing Home Sales of 4.90 million (was 4.96 million) in 2008 & 5.22 million (was 5.19 million) in 2009, 
with Median Home Prices projected at $197K (was $198.5K) in 2008 & $198.1K (was $199.2K) in 2009. All 4 regions reported declining sequential 
activity in November; however, the West region reported a Y/Y gain. Declining interest rates & increasing affordability could have a positive impact on 
housing in 2009 (tail half). The MK Residential Building Products sector lagged the S&P 500 & Nonresidential/Industrial. 
 
Weekly Initial Claims for 1/3 (1/8) & 1/10 (1/15) were 467K (-) & 524K (+). The 4-week moving average was 518.5K (-) and Continuing Claims 
was 4.497 million (-). While holiday period seasonal adjustments have increased volatility in the weekly data, the outlook is expected to remain weak near-
term for labor markets. November Consumer Credit (1/8) declined by $8 billion or at a -3.75% rate (+), further supporting the trend of increased 
savings at the consumer level. While Nonrevolving Credit continued to decline (reflecting tightening credit standards), Revolving Credit declined 
sharply (suggesting a stressed consumer & declining credit lines). Weak trends in labor markets & the two sequential monthly declines in Consumer Credit 
suggest very weak personal consumption in Q4:08. The MK Transaction Processing sector had a smaller decline than the S&P 500 in early January.  
 
Outlook: The December 15-16 FOMC Policy Meeting Minutes (1/6) revealed the significant concern over the sharp economic contraction taking place 
in Q4:08 at the Fed in the decision to lower the Fed Funds Rate to the 0% - 0.25% range, with increasing focus on using the Fed balance sheet to 
stimulate economic growth. The plan calls for the Open Market Desk (FRB of New York) to purchase up to $100 billion housing-related GSE debt & up 
to $500 billion on agency guaranteed MBS by end of Q2:09. These steps and the expected operation of the Term Asset-Backed Securities Loan 
Facility to support markets for asset-backed securities collateralized by student loans, auto loans, credit card loans, & SBA guaranteed loans is 
expected to be operational by February 2009. In a presentation on January 13th, Fed Chairman Bernanke highlighted the various steps being taken 
to ease credit stresses, indicating that in addition to fiscal stimulus, the key to long-term growth would be stabilization/strengthening of the financial 
system. Hence, while the near-term economic outlook is bleak, steps have been taken to allow for a domestic recovery in H2:09. Reflecting the Q3:08 
economic contraction in the UK & continuing deterioration since, the BOE (1/8) cut its key rate by 50bp to 1.5% (down from 5% in 10/08). As 
expected the ECB (1/15) cut its key rate by 50bp to 2% (rate was 4.25% in 10/08). The weaker than expected Euro Zone economic trend is leading 
to expectations for a cut to the 1% - 1.5% range.  
 
MK SECTOR / MARKET PERFORMANCE 
 

SECTOR PERFORMANCE – LEADERS & LAGGARDS 
For the Period 31-DEC-08 thru 15-JAN-09 Year to Date as of 15-JAN-09 

LEADERS LAGGARDS LEADERS LAGGARDS 
Communications Components Regional Banks Communications Components Regional Banks 

Energy MLPs Health Care REITS Energy MLPs Health Care REITS 
Specialty Finance Railroads Specialty Finance Railroads 

Communications Technology Transportation Leasing Communications Technology Transportation Leasing 
Semiconductors Restaurants Semiconductors Restaurants 

 
Equity markets started the New Year on a very negative tone, as incoming data continue to reflect a very weak near-term economy. Especially 
negatively impacted was the Financial Group as investors anticipate ongoing pressure from ongoing deterioration in residential housing and now 
commercial real estate & other related consumer loan categories. In early January (and YTD 2009) the S&P 500 declined –6.6%, the DJIA –6.4%, 
NASDAQ –4.1%, Russell 2000 –7.4%, NAREIT -14.4%, & the MK Equity Universe –3.8%. The 10-year Treasury Yield edged down from 2.24% 
at year-end to 2.20% in mid-January and the 30-year Treasury Yield edged up from 2.69% to 2.80%. Oil prices declined further from $44.60/bbl 
at year-end 2008 to $35.36/bbl at mid-month. Among the major Groups, 7 beat the S&P 500 however all 10 Groups had negative performance. 
The strongest groups on a relative basis were Materials & Healthcare and the weakest were Financials & Telecom. The SECTOR PERFORMANCE 
TABLE on page 4 has details for both market indexes & MK research sector performance for early January (& YTD 2009). The summary LEADERS & 
LAGGARDS TABLE above identifies the Top 5 & Bottom 5 sectors in the MK sector universe in early January 
 
MARKET / SECTOR HIGHLIGHTS 
 
The Fed Beige Book Survey (1/14), which will provide economic input for the 1/27 – 1/28 FOMC Meeting points to continuing economic weakness in 
early 2009 in all reporting districts. Manufacturing (other than aerospace, medical devices, & food processing) continues to weaken, joined in this 
reporting period by even the mining/energy production industries. The outlook remained weak for real estate/construction, with weakness now 
spreading into commercial markets. In the banks/finance sectors lending activity was reported as declining/weak (except Philadelphia) and credit 
availability/standards remained tight with increase seen in commercial loan default rates. With respect to natural resource industries, oil & gas 
exploration firms were reported to be cutting capex budgets in response to lower prices & tighter credit. The outlook was seen as weak for labor, with 
layoffs increasing in the energy & financial sectors. Very clearly, the Fed & the Administration will need to implement both the asset buyback & stimulus 
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programs to stabilize the financial system & jump start economic growth. A lead indicator for manufacturing, the January Philly Fed Index (1/15) was 
reported at -24.3 (+), however following 3-months of decline, the Six-Month Indicators increased to +7.4 (from -10.4 in December). This suggests a 
potential pickup in manufacturing later in 2009, following inventory liquidation 
 
Our consulting economist Dr. Donald Ratajczak has provided updates on economic & financial reports / trends in his publication “Dr. Ratajczak’s 
Weekly Commentary” dated January 5th (the next updates are expected around January 20th). The trend in agricultural prices continues to indicate 
moderation in food price inflation. This along with weak trends in commodity prices (due to weak global economic trends) supports expectations for 
declines in headline inflation in December. With respect to oil prices, which declined sharply in 2008 (from $95.98/bbl to $44.60/bbl, with a few 
days of sub-$40/bbl readings), the expectation is for a potential firming into the $70-80/bl range in the summer driving season as demand improves 
& excess capacity is reduced. While recently reported Initial Claims data have been better than expected, Continuing Claims continue to increase and 
the outlook was for December Payroll losses of (578K) – the reported loss was (524K) with downward November revisions of (51K). There is however 
growing potential that December will represent the cyclical peak in job losses, as increased liquidity, government stimulus, and a deceleration in the 
decay in consumer activity flows through the economy (current projections indicate a trough in GDP in Q4:08). The flight to safety & massive injections 
of liquidity in 2008 resulted in Treasury yields exiting the year at much lower levels than projected: 10-year Treasury Yield 2.24% & 30-year 
Treasury Yield 2.69% - the estimated average for the year was 4.2% & 4.6%. Clearly, the Treasury markets provided superior returns in 2008 & 
conversely equities, significantly under performed. The current expectation is for the Fed to preserve a “near zero” target Fed Funds Rate over the 
course of 2009. Reflecting this expectation, there has recently been some improvements in financial markets and yield spreads have started to narrow. 
Analysis suggests that the bond markets are currently discounting more serious default rates & ratings downgrades.  This would suggest a further 
narrowing of spreads as we progress through 2009, indicating longer-term & lower rated corporate bonds could provide better returns in early 2009. This 
should be followed by an uptrend in equities (especially small cap sectors) in the latter part of 2009.   Most recent models (as of January 5th) indicate 
that from January 15th closing levels of 843.74 for the S&P 500 and 8212.49 for the DJIA, the estimated upside valuation potential is in the 
+17% - +30% (for the S&P 500) & +18% - +30% (for the DJIA) ranges over the next 6 (Q2:09) – 12 (Q4:09) month period. Clearly, for equities 
to perform, the panic discount of “15% - 20%” will first need to narrow from current levels. 
 
SUMMARY / OUTLOOK 
 
The MK Equity Universe with a decline of –3.8% outperformed the –6.6% decline in the S&P 500. Among covered sectors 18/28 beat the S&P 500 
and 6 sectors had positive performance in early January – Communications Components, Energy MLPs, Specialty Finance, Communications Technology, 
Semiconductors, & Secure Information Management. The weakest sectors (double-digit declines) in early January were Regional Banks, Healthcare 
REITs, Railroads, Transportation Leasing, & Restaurants. All four sectors with positive analyst ratings for January – Energy MLPs, Semiconductors, 
Healthcare Services, & System Area Networks – beat the S&P 500. Details on sector ratings (with changes in January) are in the SECTOR OUTLOOK 
TABLE on page 5. For details on individual securities & sectors please contact the Equity Strategy Group. 
 
Ramkrishna Kasargod, CFA   
901-579-4246     
 
 

ADDITIONAL INFORMATION AVAILABLE UPON REQUEST 
 
IMPORTANT DISCLOSURE STATEMENT AND ANALYST CERTIFICATION 
A member of the household of the research analyst responsible for the preparation of this report owns shares of HBAN. The research analyst 
responsible for the preparation of this report does not serve as an officer, director, or advisory board member of this company and receives no 
compensation from it. The research analyst responsible for the preparation of this report is compensated in part on the firm's investment banking 
revenue but not based upon specific investment banking services transactions. 
ANALYST CERTIFICATION 
The research analyst responsible for the preparation for this research report certifies that: 

(a) the views expressed in this research report accurately reflect the research analyst's personal views about any and all of 
the subject security(ies) and issuer(s), and 

(b) no part of the research analyst's compensation was, is, or will be directly or indirectly related to the specific 
recommendations or views contained in this research report.  

ADDITIONAL DISCLOSURES 
The information contained in this report is based on sources considered to be reliable but is not represented to be complete and its accuracy is not 
guaranteed.  The opinions expressed reflect the judgment of the author as of the date of publication and are subject to change without notice.  This 
report does not constitute an offer to sell or a solicitation of an offer to buy any securities.  Morgan Keegan & Co., Inc., a subsidiary of Regions 
Financial Corporation, and its officers, directors, shareholders and employees, other than the research analyst responsible for the preparation of this 
report, and affiliates and members of their families may have positions in these securities and may, as principal or agent, buy and sell such securities 
before, after or concurrently with the publication of this report. Morgan Keegan & Co., Inc., member NYSE, NASD and SIPC is a registered broker-
dealer subsidiary of Regions Financial Corporation. Investments are NOT FDIC INSURED, NOT BANK GUARANTEED and MAY LOSE VALUE. 
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SECTOR

MORGAN KEEGAN SECTOR COVERAGE WEIGHT

YTD PERIOD * 2008 2007 2006 2005 2004 MK Universe

CONSUMER SERVICES

     RESTAURANTS  (15) ‐11.4% ‐11.4% ‐32.0% ‐14.3% 0.4 1.0 12.0 1.0%

     SPECIALTY RETAIL  (12) ‐3.4% ‐3.4% ‐11.1% ‐10.1% ‐0.4 7.0 16.0 19.8%

     CONSUMER SPECIAL SITUATIONS (4) ‐3.2% ‐3.2% ‐49.8% 27.1% 11.2 34.0 5.0 0.2%

ENERGY

     EXPLORATION & PRODUCTION  (10) ‐0.6% ‐0.6% ‐52.1% 26.4% 2.1 51.0 85.0 3.7%

     MLPs/ENERGY INFRASTRUCTURE (14) 14.3% 14.3% ‐53.8% 8.8% NA NA NA 4.6%

     OILFIELD SERVICES (20) ‐4.9% ‐4.9% ‐54.1% 7..4% ‐2.6 69.0 32.0 4.1%

FINANCIAL SERVICES

     REGIONAL BANKS (13) ‐26.7% ‐26.7% ‐50.3% ‐27.0% 8.7 ‐1.0 12.0 3.7%

     SPECIALTY FINANCE (5) 6.5% 6.5% ‐33.7% ‐16.5% NA NA NA 0.1%

HEALTHCARE

     HEALTHCARE INFO TECHNOLOGY (4) ‐2.6% ‐2.6% ‐24.2% ‐3.6% NA NA NA 0.4%

     HEALTHCARE REITS (5) ‐15.7% ‐15.7% ‐13.5% ‐3.6% NA NA NA 1.5%

     HEALTHCARE SERVICES  (11) ‐0.5% ‐0.5% ‐44.0% 23.8% NA NA NA 0.6%

SAFETY & SECURITY TECHNOLOGY  (16) ‐8.7% ‐8.7% ‐34.3% ‐2.0% ‐7.3 ‐8.0 78.0 0.9%

INDUSTRIAL / CONSTRUCTION

     RESIDENTIAL BUILDING PRODUCTS (7) ‐8.4% ‐8.4% 18.6% ‐44.2% 6.8 3.0 NA 0.5%

     NON‐RESIDENTIAL/INDUSTRIAL (10) ‐6.3% ‐6.3% ‐33.2% 3.8% 9.1 25.0 38.0 1.6%

REAL ESTATE INVESTMENT TRUSTS (12) ‐6.8% ‐6.8% ‐47.3% ‐29.3% 18.2 ‐8.0 12.0 0.8%

TECHNOLOGY & TELECOMM

     COMMUNICATIONS COMPONENTS (5) 18.0% 18.0% ‐81.7% NA NA NA NA 0.1%

     COMMUNICATIONS EQUIPMENT (13) ‐3.4% ‐3.4% ‐40.2% ‐3.9% 5.8 25.0 ‐6.0 10.4%

     COMMUNICATIONS TECHNOLOGY (17) 6.4% 6.4% ‐55.5% 7.8% 45.3 ‐13.0 ‐2.0 16.0%

     SECURE INFORMATION MGMT (9) 1.1% 1.1% ‐36.5% 18.8% 13.1 ‐9.0 17.0 4.2%

     SEMICONDUCTORS  (12) 3.3% 3.3% ‐55.3% 11.8% ‐1.0 5.0 ‐3.0 1.3%

     SYSTEM AREA NETWORKS  (3) ‐4.4% ‐4.4% ‐28.6% ‐27.6% 19.3 ‐9.0 ‐18.0 0.3%

     TRANSACTION PROCESSING  (13) ‐1.5% ‐1.5% ‐27.4% 6.7% 35.6 1.0 21.0 7.7%

TRANSPORTATION

     AIR FREIGHT/NON‐ASSET BASED (6) ‐10.1% ‐10.1% ‐25.5% ‐15.2% ‐0.9 18.0 54.0 6.9%

     RAILROADS  (9) ‐13.6% ‐13.6% ‐22.6% 1.1% 25.3 6.0 26.0 6.9%

     LESS‐THAN‐TRUCKLOAD CARRIERS (6) ‐6.0% ‐6.0% ‐22.2% ‐27.4% ‐11.3 ‐10.0 ‐3.0 0.3%

      MARITIME SHIPPING / TRANS. EQUIP. (5) ‐6.0% ‐6.0% ‐60.9% 23.0% 33.1 20.0 23.0 0.3%

     TRANSPORTATION LEASING  (4) ‐12.1% ‐12.1% ‐23.7% ‐12.7% NA NA NA 0.3%

     TRUCKLOAD CARRIERS  (11) ‐7.1% ‐7.1% ‐10.2% ‐15.3% ‐1.9 4.0 25.0 1.6%

SPECIAL SITUATIONS  (2) 3.9% 3.9% ‐72.0% ‐16.4% 15.9 15.0 26.0 0.1%

MK EQUITY RESEARCH AVG ^  (274) ‐3.8% ‐3.8% ‐37.8% ‐4.3% 9.5% 9.6% 22.0%

S&P 500 INDEX ‐6.6% ‐6.6% ‐38.5% 3.5% 13.6% 3.0% 9.0%

(Source:  MK Equity Research Overview, Reuters Ltd., and Standard & Poors) NA = Not Applicable

^ ‐ Avg excludes stocks trading below $2.00/share at beginning of 2008

SECTOR

S&P 500 INDUSTRY BREAKDOWN WEIGHT

YTD PERIOD * 2008 2007 2006 2005 2004 S&P 500

CONSUMER DISCRETIONARY ‐5.2% ‐5.2% ‐34.9% ‐14% 17% ‐7% 12% 8.0%

CONSUMER STAPLES ‐4.8% ‐4.8% ‐17.7% 12% 12% 1% 6% 13.1%

ENERGY ‐4.0% ‐4.0% ‐35.9% 32% 22% 29% 29% 14.3%

FINANCIALS ‐21.0% ‐21.0% ‐56.9% ‐21% 16% 4% 8% 13.4%

HEALTHCARE ‐2.3% ‐2.3% ‐24.5% 13% 2% 5% 0% 14.0%

INDUSTRIALS ‐6.8% ‐6.8% ‐41.5% 13% 12% 10% 16% 11.0%

INFORMATION TECHNOLOGY ‐2.8% ‐2.8% ‐43.7% 18% 8% 0% 2% 15.1%

MATERIALS ‐2.1% ‐2.1% ‐47.0% 20% 16% 2% 11% 3.0%

TELECOMMUNICATION SERVICES ‐10.3% ‐10.3% ‐33.6% 8% 32% ‐9% 16% 3.8%

UTILITIES ‐2.6% ‐2.6% ‐31.5% 16% 17% 13% 20% 4.3%

S&P 500 Index ‐6.6% ‐6.6% ‐38.5% 4% 14% 3% 9%

DOW JONES INDUSTRIAL AVERAGE ‐6.4% ‐6.4% ‐33.8% 6% 16% ‐1% 3%

NASDAQ ‐4.1% ‐4.1% ‐40.5% 10% 10% 1% 9%

RUSSELL 2000 ‐7.4% ‐7.4% ‐34.8% ‐3% 17% 3% 17%

NAREIT Equity Index ‐14.4% ‐14.4% ‐41.1% ‐20% 30% 7% 28%

MORGAN KEEGAN EQUITY RESEARCH ‐3.8% ‐3.8% ‐37.8% ‐4% 10% 10% 22%

(Source:  Thomson Financial/Baseline, Bloomberg LP, Reuters Ltd., NAREIT, and Standard & Poor's)    

* NOTE:  PERIOD REPRESENTS  12/31/2008 to 1/15/2009

HISTORIC ANNUAL PERFORMANCE

MORGAN KEEGAN SECTOR PERFORMANCE   (1/15/2009)
PERFORMANCE

15‐Jan‐09

PERFORMANCE THRU

15‐Jan‐09

HISTORIC ANNUAL PERFORMANCE
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MORGAN KEEGAN COMPANIES
SECTOR COVERAGE COVERED

CONSUMER SERVICES
RESTAURANTS 16 - +  ↓ = 7
SPECIALTY RETAIL 11 = + = 10
CONSUMER SPECIAL SITUATIONS 5 = + + 3

ENERGY
EXPLORATION & PRODUCTION 11 = = = 5
MLPs/ENERGY INFRASTRUCTURE 14 + + = 10
OILFIELD SERVICES 19 = =  ↓ = 4

FINANCIAL SERVICES
REGIONAL BANKS 14 = = -  ↓ 7
SPECIALTY FINANCE 5 = + = 5

HEALTHCARE
HEALTHCARE INFO. TECHNOLOGY 4  ↓ = = = 2
HEALTHCARE REITS 5 + =  ↓ = 0
HEALTHCARE SERVICES 11 +  ↑ + =  ↓ 7

SAFETY & SECURITY TECHNOLOGY 17 = +  ↓ = 6
INDUSTRIAL / CONSTRUCTION

RESIDENTIAL BUILDING PRODUCTS 7 - =  ↓ = 2
NON-RESIDENTIAL/INDUSTRIAL 10 - +  ↓ =  ↑ 6

REAL ESTATE INVESTMENT TRUSTS 12 - + = 2
TECHNOLOGY & TELECOMM.

COMMUNICATIONS COMPONENTS  ↑ 7 = +  ↓ = 2
COMMUNICATIONS EQUIPMENT 13 = + = 5
COMMUNICATIONS TECHNOLOGY 16 - +  ↓ =  ↓ 7
SECURE INFORMATION MANAGEMENT 12 = ++ = 7
SEMICONDUCTORS 12 + +  ↓ = 8
SYSTEM AREA NETWORKS 3 + +  ↓ = 3
TRANSACTION PROCESSING 13 = +  ↓ = 8

TRANSPORTATION
AIR FREIGHT/NON-ASSET BASED 6 = = = 2
RAILROADS 10 = = + 3
LESS-THAN-TRUCKLOAD CARRIERS 6 - +  ↓ + 2
MARINE TRANS. / TRANS. EQUIP. 5 = =  ↓ + 3
TRANSPORTATION LEASING 3 =  ↑ +  ↓ + 3
TRUCKLOAD CARRIERS 12 = =  ↓ + 5

DEFINITIONS:
Fundamental / Valuation Outlooks: Technical Outlook:

 ++     Positive for both short term & long term ++    Overall technicals are very Positive
    +    Positive long term / undervalued        +   Overall technicals are turning positive

       =     Neutral / in-line with market        =   Overall technicals are neutral
        -      Negative / over-valued        -    Overall technicals are turning negative

  NR    Not Rated       - -   Overall technicals are very negative
Information provided by Morgan Keegan Senior Analysts Technical Outlook provided by Equity Strategy Group
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