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With the Dow Jones Industrial Average posting 500 point swings on a regular basis lately, it's
Nno surprise investors are uneasy. The markets have been extremely volatile in August due to
uncertainty surrounding the ability to contain Europe’s debt crisis, a slowdown in U.S. and
global economic growth, stubbornly high inflation in emerging economies and the threat of
additional downgrades in several developed economies. Investors have responded by reversing
the risk trade, sending equities into correction territory, Treasury yields to record lows and gold
prices to all-time nominal highs. Although some would argue that much of the information
disseminated in the last two weeks was already known, the markets are now trading on fear
and emotion, exacerbated by shaky confidence among corporations, consumers and investors.
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Are there any silver linings?
Although most of the headlines have been negative, there are some positive signs that we've
seen lately:

= Recent economic reports on employment, manufacturing, industrial production and
consumer spending show a sluggish economy, but do not point to a recession.
Specifically, weekly jobless claims are now under the key 400,000 level, payrolls are
still growing, manufacturing activity continues to expand and July retail sales were
relatively strong.

= Although fiscal policy will most likely be a drag on economic growth over the next two
years, monetary policy will not, with the Fed stating exceptionally low rates likely will be
in place through mid-2013.

= Inflation is likely peaking around the world with aggressive tightening measures in
emerging economies and slower growth pushing commodity prices lower. This should be
a positive for consumer confidence and spending.

= Corporate profits are at record highs and reached those levels with anemic economic
growth in the first half of the year. Soaring growth rates may be curtailed, but overall
earnings should remain fairly strong, while balance sheets are in pristine condition.

= Equity market valuations are extremely attractive even if earnings do contract modestly
(which is not our expectation). The 10-year U.S. Treasury yield is now at 2.25 percent
compared to a dividend yield of 2.35 percent on the S&P 500 and 2.92 percent on the
Dow Jones Industrial Average.

Is this 2008 all over again?

The short answer is no. In our view, the 2008 financial crisis was a combination of irrational
exuberance in the housing market, too much leverage at the consumer and corporate level and
a liquidity crisis that culminated in the elimination or absorption of multiple high profile financial
institutions. Today, consumer and corporate balance sheets are in much better shape; however,
sovereign debt is now at the heart of crisis.

Governments, corporations and consumers all rely on the free flow of credit to make
investments. When credit becomes scarce, such as during the 2008 financial crisis, confidence
sinks and the economy grinds to a halt. With this in mind, there are certain “indicators” that tell
us whether or not financial markets are stressed and if banks are increasingly unwilling to lend
to one another. Some examples include LIBOR (London Interbank Offering Rate), the TED
(Treasury-Eurodollar) spread and corporate bond spreads. The Fed has also created its own
Financial Stress Index, which incorporates a total of 18 variables into its analysis. What these
and other credit metrics are telling us today is financial conditions have weakened modestly,
but are nowhere near levels reached during the 2008 financial crisis or even the initial European
debt crisis in 2010.
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Financial Stress Index
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Is this volatility unprecedented?

Although recent market gyrations sting, especially with 2008 still fresh in our memories, the
current correction is not out of the ordinary and was somewhat expected. We know from
history that ten percent equity market corrections have occurred at least on an annual basis
and in some cases more frequently. It had been well over a year since our last correction and
we were calling for market consolidation for much of the year. Nonetheless, the recent
downdraft was swift and understandably caused angst among investors.

In 2010, the stock market dropped 17 percent between late April and early July. At that time,
investors were worried about the European debt crisis and a double-dip recession in the U.S.
Thanks in part to QE2 and improvement in the U.S. economy; markets rallied and ended the
year higher by 13 percent. Similar headwinds exist today and have caused an 18 percent
correction more recently; however, history shows it may not be a lost year.

Below is a chart that illustrates historical calendar year returns and intra-year market declines.
We have averaged a 14 percent correction each calendar year over the last 30 years, while
markets have finished the year higher 77 percent of the time.
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Market Corrections and Annual Returns
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What should investors do?

We suggest that investors should employ a globally diversified portfolio with exposure to fixed
income, equities, and real assets, in accordance with their risk tolerance levels and investment
objectives. With equity prices on a roller coaster ride lately, it reminds investors how critical it
is to have a balanced approach to investing. Although stock prices have fallen in August, high
quality bond prices have risen and commodities have only posted modest losses.

Tactically, we believe our portfolios are well-positioned to take advantage of the current market
environment. For investors with a long-term time horizon, we see a significant buying
opportunity in large-cap equities. Corporate earnings remain strong and the recent sell-off has
driven valuations down to levels not seen since the market bottom in early 2009. Likewise, we
see tremendous opportunity in emerging market equities with cheap valuations and
expectations for solid economic and earnings growth. With developed sovereign rates at or near
record lows, we continue to underweight U.S. Treasurys and developed international bonds in
favor of spread products such as corporate bonds and emerging markets debt.

CAR 0811-3006A



Now is not the time for investors to be overly aggressive in their portfolios. Volatility could
linger for a while as the European debt crisis and global economic slowdown unfold. This is a
good time, however, to rebalance allocations back to strategic weights, to buy underperforming
assets at a discount and sell outperforming assets at a premium. Investors who are
overexposed to cash may want to consider averaging back into the markets to take advantage
of equity prices that just went on sale.

Disclosures
Wells Fargo Wealth Management provides products and services through Wells Fargo Bank, N.A. and its various
affiliates and subsidiaries.

The information and opinions in this report were prepared by the investment management division within Wells Fargo
Wealth Management. Information and opinions have been obtained or derived from sources we consider reliable, but
we cannot guarantee their accuracy or completeness. Opinions represent Wells Fargo Wealth Management’s opinion as
of the date of this report and are for general information purposes only. Wells Fargo Wealth Management does not
undertake to advise you of any change in its opinions or the information contained in this report. Wells Fargo &
Company affiliates may issue reports or have opinions that are inconsistent with, and reach different conclusions from,
this report.

Asset allocation and diversification do not assure or guarantee better performance and cannot eliminate the risk of
investment losses.

Past performance does not indicate future results. The value or income associated with a security may fluctuate. There
is always the potential for loss as well as gain. Investments discussed in this presentation are not insured by the
Federal Deposit Insurance Corporation and may be unsuitable for some investors depending on their specific
investment objectives and financial position.

This report is not an offer to buy or sell, or a solicitation of an offer to buy or sell the securities or strategies mentioned.
The investments discussed or recommended in the presentation may be unsuitable for some investors depending on
their specific investment objectives and financial position.

Some alternative investments and complementary strategies may be available to pre-qualified investors only.
Some real assets may be available to pre-qualified investors only.

Fixed income securities are subject to availability and market fluctuation. These securities may be worth less than the
original cost upon redemption. Certain high-yield/high-risk bonds carry particular market risks and may experience
greater volatility in market value than investment grade corporate bonds. Government bonds and Treasury bills are
guaranteed by the U.S. government and, if held to maturity, offer a fixed rate of return and fixed principal value.
Interest from certain municipal bonds may be subject to state and/or local taxes and in some instances, the alternative
minimum tax.

Investing in foreign securities presents certain risks that may not be present in domestic securities. For example,
investments in foreign and emerging markets present special risks, including currency fluctuation, the potential for
diplomatic and potential instability, regulatory and liquidity risks, foreign taxation and differences in auditing and other
financial standards.

Indexes represent securities widely held by investors. You cannot invest directly in an index. S&P 500 Index is a
capitalization-weighted index calculated on a total-return basis with dividends reinvested. The index includes 500 widely
held U.S. market industrial, utility, transportation and financial companies.

The S&P 500 Index consists of 500 stocks chosen for market size, liquidity, and industry group representation. It is a
market value weighted index with each stock's weight in the Index proportionate to its market value.

The HFRX Global Hedge Fund Index is designed to be representative of the overall composition of the hedge fund
universe. It is comprised of eight strategies; convertible arbitrage, distressed securities, equity hedge, equity market
neutral, event driven, macro, merger arbitrage, and relative value arbitrage. The strategies are asset weighted based
on the distribution of assets in the hedge fund industry.

CAR 0811-3006A



Wells Fargo and Company and its affiliates do not provide Legal advice. Please consult your legal advisors to determine
how this information may apply to your own situation. Whether any planned tax result is realized by you depends on
the specific facts of your own situation at the time your taxes are prepared.

Wells Fargo affiliates may be paid a referral fee in relation to clients referred to Wells Fargo Bank, N.A.

Wells Fargo Bank, N.A. offers various advisory and fiduciary products and services. Financial Advisors of Wells Fargo
Advisors, LLC, a separate non-bank affiliate, may refer clients to the bank for an ongoing or one-time fee. The role of
the Financial Advisor with respect to bank products and services is limited to referral and relationship management
services. The Bank if responsible for the day-to-day management of the account and for providing investment advice,
investment management services and wealth management services to clients. The Financial Advisor does not provide
investment advice or brokerage services to Bank Accounts.

© 2011 Wells Fargo Bank, N.A. All rights reserved.

Investment Products: » NOT FDIC Insured » NO Bank Guarantee » MAY Lose Value

Securities offered through H.D. Vest Investment Services®, Member SIPC
Advisory services offered through H.D. Vest Advisory Services®",
6333 N. State Hwy. 161, Suite 400, Irving, TX 75038
(972) 870-6000.

The views and opinions presented in this article are those of Chris Haverland and Ron Florance at Wells
Fargo and not of H.D. Vest Financial Services® or its subsidiaries.
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