After a rough first quarter, not to mention an extremely difficult 2008, the stock market recovered with a nice rally in the second
quarter of 2009. Double-digit gains were posted across the board, and small- and mid-cap stocks led the way with returns of
approximately 20% for the quarter. Large cap stocks, as measured by the S&P 500 Index, returned more than 16%, the best calendar
quarter return since 1998. In April, investors seized the opportunity to snap up stocks that were selling at depressed levels and appeared
to be bargains. With record levels of cash on the sidelines, and with interest rates at historically low levels, capital was re-deployed into
equities. The rally continued through May and into mid-June, bringing the S&P500 into positive territory on a year-to-date basis, but
some profit-taking before quarter-end caused the index to fall back into the red on a year to date basis before climbing back at the very
end of June. Only one major market index posted a loss for the second quarter: Barclays U.S. Treasury Long Index declined by 7.2%.

Two of the *big three” automakers filed for bankruptcy protection during the second quarter, as Chrysler and General Motors had
become mere shadows of their former selves. These and other very large and well-known companies continued to experience large
declines in sales, as consumers hoarded cash and were very reluctant to make major expenditures on durable goods, especially
automobiles. Despite this bad news, already
discounted by the market, stocks rallied on
expectations of a recovery back to positive
economic growth at the end of 2009 and into
2010.

As the chart to the right shows, the
NASDAQ composite has recovered more
quickly than the S&P 500. At June 30, 2009
the S&P 500 was up slightly for the year and
the NASDAQ had clearly moved into positive
ground for the year, posting a double-digit gain
for the first half of 2009.
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About HES

Heffernan Financial Services is a
comprehensive financial advisory
firm offering investment advice
and consulting to corporations,
foundations and individuals. Pri-
vately held, the firm today ranks
among the top independent finan-
cial advisory practices in California
with over $600 million in assets
under management. Founded in
1991, we specialize in integrated
investment advice and offer a full
array of in-house services that
include; investment advisory, cor-
porate and not-for-profit retire-
ment plan design & implementa-
tion, estate & trust planning, phi-
lanthropy and cash manage-
ment. Our success is measured in
terms of our clients reaching their
objectives.  For more information
about HFS, please visit our web-
site: www.heffgroupfs.com

About NRP

National Retirement Partners is
dedicated solely to supporting
advisors who service the retire-
ment plan market. Our promise is
to create services and resources so
that advisors may deliver employ-
ers and employees exceptional
experiences and the highest quality
program by providing services that
save time, reduce exposure to fidu-
ciary liability, and address both
Internal Revenue Service and De-
partment of Labor requirements.
NRP’s comprehensive analysis of
retirement plans and plan design
establishes a strong foundation.
Our structured service and em-
ployee communication model en-
sures ongoing excellence. More
information regarding NRP and its
services can be found on our web-
site: www.n-r-p.com
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Stock Market Sector Performance
From a sector performance standpoint, All

S&P Sector Performance at 6/30/09

(Source: Reuters)

10 of the S&P stock market sectors posted
gains in the second quarter. The Financial

sector was the second quarter’s best per-

forming sector, up more than 35% for Q2. formation Technoloy
However, this sector had been crushed over
the prior few quarters and still was in nega-
tive territory, down 4.8% on a year-to-date

basis at June 30, 2009.

Consumer Discretionary

Materials
The Technology sector has led the recovery
on a YTD basis, up 19% in the second
quarter and is up 24.1% year-to-date. In-
vestors were attracted to technology com-

panies’ understandable business models,

reasonable valuations, and the perception
percep m YTD %Return

of vastly greater earnings visibility and bal- @ Q2 %Return

Tel

ance sheet transparency. The only other
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two market sectors with positive YTD per-

formance are the materials sector, posting a
gain of 12.3 %, and consumer discretionary, up 7.5% through June 30, 2009. The three worst performing sectors on a YTD basis were industrials, down
7.5%, telecommunications, down 6.7% and the aforementioned financial sector, down 4.8%. Although seven of the 10 sectors are in negative territory

for the year, the losses are in the single digit range, and two of the three positive sectors are each up more than 10% for the year.
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Domestic Economy and Unemployment

Activity in the U.S. economy continued be sluggish in the second quarter of 2009. Unemployment continued to increase, as with June’s monthly job re-
port showing a dismal 467,000 jobs lost, on top of about 900,000 jobs lost in April and May. Since September 2008, the national rate of unemployment has bal-
looned from 6.1% to 9.5%. Many economists forecast the national unemployment rate to approach, or even exceed, 10%. In many places, it’s already there: ac-
cording to the U.S. Department of Labor’s published statistics for May 2009, thirteen states and the District of Columbia each had more than 10% unemployment.
Michigan had the highest reported rate, with 14.1% unemployment, or about one in seven people. The western states were also notable, as Oregon (12.4% unem-
ployment), California (11.5%) and Nevada (11.3%) were among the states with double-digit unemployment rates. States with relatively lower unemployment
rates of 6% or lower were Wyoming, Nebraska, lowa, The Dakotas and Utah.

U.S. Fixed Income Markets

Yields in the U.S. Treasury fixed income market increased across intermediate- and long-term maturities during the second quarter of 2009. The yield on
the two-year Treasury note increased slightly from 0.80% to 1.11%, while the yield on the 10-year Treasury increased from 2.73% to 3.53% in the second quarter
as fear of inflation outweighed deflationary expectations. The yield curve steepened during the quarter, giving banks a better opportunity to profit by borrowing
at lower rates and lending at relatively higher rates. The “long” end of the yield curve was down 7.2% in the quarter, based on performance of the Barclays U.S.
Treasury Long Index, its second consecutive quarterly loss of more than five percent.

The U.S. high yield market demonstrated very strong performance in the second quarter, sprinting ahead 22.6%. This is the best performing segment of
the fixed income market on a year-to-date basis as well, up 29.0%. Capital continued to flow into this area of the fixed income market, as investors perceived
bargains in high yield debt because spreads are still well above their historical long-term average.

The Federal Reserve Board voted to keep the target Fed Funds Rate at zero to 1/4% and also stated its intent to keep rates there “for an extended period”
of time to help spur the economy into recovery and because of its view that inflation will be “subdued for some time.”

Russell Index Performance Q2 Russell U.S. Equity Returns (%)
In the second quarter, the difference in performance along the Value/Growth axis was

most pronounced in the small cap area, as small growth stocks outperformed their value counter- Value Blend Growth

parts by more than 500 basis points. One feasible explanation is that technology companies, Large Cap 16.7 16.5 16.3

among the top performing sectors in the quarter, reside mostly in the growth-based indices,

whereas many of the poor-performing financial companies are found in the value indices. Mid Cap 20.9 20.8 20.7
On a year-to-date basis the difference in performance of growth vs. value indices is much

more evident, as there is nearly a 1,600 basis point difference between the performance of The Small Cap 18.0 20.7 23.4

Russell 2000 Value Index vs. The Russell 2000 Growth Index. The same YTD pattern holds for

mid cap as well as large cap stocks, although the difference is less pronounced. (source: Russell Investments)
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International Stock Markets

The rally in equities in the second quarter was definitely not limited to the United States, as the MSCI EAFE Index jumped by 25.6% in the second quar-
ter, and the MSCI Emerging Markets Index sprinted ahead 34.8% in the quarter. Investors snapped up bargains overseas and U.S. dollar-based investors reaped
the benefit of a generally weaker U.S. dollar. The strongest performance among European nations was exhibited in Denmark, Greece and Spain, each gaining
more than 33% in the second quarter. Hong Kong and Singapore were the strongest gainers in the Asian region, up 34% and 43%, respectively, in U.S. dollar
terms. On the other hand, Ireland was the only developed market showing a gain of less than 10% for the quarter, up 6.5% in the last three months.

Residential Real Estate S&P/Case-Shiller® Home Price Indices
The U.S. real estate market continued to be challenged in the 2% T 2%
second quarter, although the rate of decline appears to be abating. The T 20%
S&P/Case-Shiller 20-City Index of April 2009 home prices, released at 1 1ew
the end of June, declined 18.1% from one year earlier, but this was be- § -
low the consensus forecast of a decline of 18.6%. Eight of the 20 cities
showed an increase from March 2009, led by a gain of 1.7% for Dallas. |§ T g
In the aggregate, the 20-city index is at levels last seen in mid-2003. ! ™ &
Inventories remain high and foreclosures a keeping pressure on the 5‘ L g
level of prices. i 14% §
On a year-over-year basis, the weakest three cities were Phoe- E e £
nix (down 35.3%), Las Vegas (-32.2%) and San Francisco (-28.0%). — |
On the other hand, the three strongest cities were Denver, Dallas, and
Boston, each down approximately six to seven percent over the last 12 ™ 17
months. LAl Freshy
-24% T r r T T T T T v -24%
Oil and Commaodities Somce: sm&;ﬁsmrﬁ e e oO% TR M W™ W

Crude oil prices gained ground in the second quarter, beginning
the quarter at approximately $52 per barrel and finishing near $70. The price peaked in early June near $75 per barrel before settling near $70 and the end of
June. At the pump, the national average gasoline price was close to $3.00 per gallon at the end of the second quarter, up from the $2.00 level seen early in 2009.
However, gasoline prices remain well below the high levels seen last summer, when a gallon of gas exceeded $4.00.

The price of gold briefly dipped below the $900 level early in the second quarter, then climbed above $950 in early June and finished the quarter rela-
tively unchanged, as the likelihood of rampant inflation had diminished. General commodity prices, based on The CRB Index of 19 commodities, gained 8.1%
during the second quarter and is now positive for the year, after losing 6.3% in first quarter. Still, the index is down nearly 50% from last summer.
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This report was prepared by
NRP Financial, Inc., a wholly-
owned subsidiary of National
Retirement Partners, Member of
FINRA/SIPC. Views expressed
in this document are as of June
30, 2009 and are subject to
change at any time without
notice. The represented data is
un-audited and has been obtained
by sources believed to be reliable.
This report is not an offer to sell
or buy securities. The
performance data quoted
represents past performance.
Current performance may be
higher or lower than the
performance data quoted. The
performance data that is shown is
represented by appropriate
indices and does not include the
subtraction of fees and charges.
Index returns assume a
reinvestment of dividends and
income. Omne cannot
directly in an index. The indices
do not represent any one fund
nor is NRP or NRP Financial,
Inc. predicting future returns.
Past performance is no guarantee
of future results.
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Index Returns Since 2000, Sorted From Best to Worst

INDEX e 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007
Russell 1000 Value Large Value 22.8%(14.0%|10.3% | 48.5% 06 14.0% 26.9% EMKLZ
N 8.4% | 1.7% |47.3%(22.3% il 23.5% 6%
Russell 1000 Growth 11.6% | 251 L0 46.0% WAL 70 11.4%
Growth : : ’
Russell Midcap Value Mid Value 4.1% [-9.2% |42.7% IPRLZY 20.7% 9.6%
OVl 2.5% [EeRG% 18.3% WEOROLZWZAVZLLN 7.1%
Russell Midcap Growth Mid Growth 6.0% % RNRLZ. 39.2% 16.5% i 18.4% | 7.0%
Russell 2000 Value Small Value -1.2% | -3.7% apete i) 15.5% 6.1%
Russell 2000 Small Blend -3.0% 6% % 8% i 5.3%
Russell 2000 Growth Small - O 14.3% | 4.7% | 13.4%
Growth 0 0 5 0 o 0 o 0
Global - -
MSCI World Index Equity -9.2% 0 4.5% S0 4.7%
MSCI EAFE Index Int'l Equity -11.8% -20.5%)| 29.8% [Lo}elal 4.2% [11.2% %%
Barclays Aggregate Bond Index Intg(r)r:gd. 9% -16.5% S0 8.3% | 3.9% |10.7% SR
Merrill Lynch High Yield Index  "'9f! Veld IRVTY-20.2%|-27.4%| 19.3% | 6.3% | 3.0% | 9.1% [Ealis:
Balanced (60/40)-Rebal. Annually | Balanced -22.4%|-20.4%|-27.9%| 4.1% | 4.3% 0 4.8% |-1.6%
Citigroup 3-month T-bill Cash Equiv. -22.4% 7-30.3%| 1.1% | 1.2% | 2.4% | 4.3% | -9.8%

2008
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-28.9%
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-33.8%

Vsl 3.7%
-38.4% %
-38.5%| 2.6%
1.9%
0.1%

Vi l. .0‘

-44.3%| -5.2%

Returns assume reinvestment of dividends and income. This material is for informational purposes only. Not for
public distribution. YTD (Year-To-Date) data as of 6/30/2009. Data source: Zephyr Associates. NRP Financial
makes no guarantee as to the accuracy of third party information.
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