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Commentary on Significant Economic Data This Month

In response to deteriorating financial conditions and stress in credit markets, the Federal Open Markets Committee issued an inter-meeting cut of 75
basis points on the federal funds rate on January 21, followed by a further cut of 50 basis points cut at its scheduled meeting on January 30. A “deepening
of the housing contraction” and a “softening in labor markets” were also cited as reasons to lower its target rate. The Federal Reserve stated that “down-
side risks to growth remain,” leaving open the possibility for further rate cuts if conditions do not improve.

The advance estimate for fourth-quarter GDP growth was 0.6% annualized, half the consensus expectation of 1.3%. For all of 2007, GDP growth was
2.2%, making 2007 the weakest year of growth since 2002. Housing has been cited as a major drag on growth, as residential investment fell 24% in the
fourth quarter, the eighth straight quarter of decline. Private business inventories fell by $3.4 billion in the fourth quarter, after a $30.6 billion increase in
the third quarter, taking 1.25 percentage points off overall growth.

The housing market continued to struggle in December: New home sales were down 4.7% month over month and 40.7% year over year, the largest
decline since 1981. Median new home prices were also down 11.82% month over month, making 2007 the first year this figure has declined since 1991.
Housing starts declined 14.2% month over month, down 38.2% on a year-over-year basis.

The information herein was obtained from various sources believed to be accurate; however, Forté Capital does not guarantee its accuracy or completeness. This report was prepared for
general information purposes only. Neither the information nor any opinion expressed constitutes an offer to buy or sell any securities, options, or futures contracts. Forté Capital's
Proprietary Market Risk Barometer is a summary of 30 indicators and is copyrighted by Forté Capital LLC. See www.forte-capital.com for further information.
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