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About
The SPADE Defense IndexAMEX:

for companies involved with defens
homeland security, and space.

The Index value is available through fin

*DXSe with historical data and charti

back to December 30, 1997. Some si
may require a character (eg. ~ on Yahoo
identify it as an Index.

Licensed Products

ExchangeTraded Fund (ETF)

The Powershares Aerospace & Defe
Portfolio ETF (AMEX: PPA) is designel]
to track the performance of the SPA
Defense Index

Options
ETF options are traded by the Americ

bol.

Rules

The Index was designed to be R

ant for the purpose of enabling financ
products. Full details can be found
www.spadeindex.com

* Market Cap: Minimum $100M
* Share Price: Minimum $5.00
* Liquidity: 50,000 avg daily trading

Contact Information
SPADE Indexes

1725 <l Street, NW, Suite 300
Washington, DC 20006

Tel: (202) 349-3917
info@spadeindex.com
http://www.spadeindex.com
Scott Sacknoff: Index Manager

Legal & Disclaimers

© 2007 ISBC

SPADE & the SPADE Defense Index are regis-
tered trademarks of the ISBC. The ISBC is the
owner of the trademark, service marks, and copy-
rights related to its indices.

This newsletter does not constitute an offer of an
investment product. The ISBC makes no repre-
sentation regarding the advisability of investing in
vehicles based on the SPADE Defense Index.

All information is provided ‘as is’ for informational
purposes only and is not intended for trading pur-
poses or advice. Neither the ISBC nor any related
party is liable for any informational error, incom-
pleteness or for any actions taken based on infor-
mation contained herein.
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Analyst Corner
What the analysts and the financial
media are saying...

CNBC

Defense - One of their “Seven
Investments for ‘07”

SACKNOFF: DOD FUNDING HELPS
STRENGTHEN THE DEFENSE SECTOR

(Scott Sacknoff, Manger, SPADE Defense
Index is on the upper left)

NY Times (26 Dec 06)

*Defense Stocks Likely to Outperform in
20077

....these are very good times for military con-

tractors. Few in the military industry are wor{nvestor’s Business Daily
ried by the recent Democratic Congress victory; . global tensions high...where else wold
The Pentagones 2007 budget is expected to

exceed $560b, and in the spring, President Budh
has indicated that he will ask for another $100b
No one expects the
Democrats to make major changes in the last
two years of the Bush Administration, especial-
ly with the war continuing: Democrats are sen-
sitive to being seen as *softZ on defense, and are
more likely to use the term to establish their mil-
itary qualifications in advance of t he 2008 pres-

for Irag and Afghanistan.

idential electionsZ
«.Exactly what we told SPADE Investor
readers in November nearly two months ago

Merrill Lynch

“10 Themes Appropriate for the Next 10
months”

A global arms buildup appears to be under W
as defense spending continues to rise aroun
the world, fueled by economic and political

tensions and the increased threat of terrorist.

As we see it, those tensions and the related
buildup in military spending arenst going to
fade any time soon.

At the same time, many developed nations,
including the U.S., are rebuilding their tradi-
tional defensive capabilities in order to respd
to a variety of emerging threats. Solid econd
ic growth and the surge in global commodity]

prices not only have exacerbated those tens’ljms

but also have provided the liquidity necessa
for a number of countries to fund arms
buildups of their own. In the past five years

alone, global military spending has surged by

25%, led by US and its efforts in Iraq &
Afghanistan. While the pace may not acceld
ate meaningfully during the next ten years, &

indications suggest that spending will continge

to grow.
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U.S.Homeland Security Missions
and Market Opportunities, 2006-10

Department of Homeland Security
2007 - Top Six Priorities

1. Control of U.S. borders (includes initiatives such as
Secure Border Initiative, US-VISIT, biometric technolo-
gy, and improving internal enforcement of immigration

laws.

2. Defending the country against weapons of mass
destruction and new detection technologies

3. Strengthen screening of travelers and workers

4. Securing critical infrastructure systems (including

rail and chemicals)

5. Build a nimble, efficient, and effective emergency

response system

6. Encourage national culture of preparedness

Intelligence 21%

Law Enforcement &

0,
Counterterrorism 7%

Aviation Security 7%

Port Security 6%

Ground Transportation

0,
Security 2%

Border Security 6%

Physical Security 8%

Cyber Security 8%

Emergency Preparedness

0,
& Response 10%

Bioterrorism & Chemical

0,
Agent Prevention 12%

Nuclear, Radiological

0,
Prevention 2%

source: Civitas]




December 2006 Close SPADE Defense Index Market Forward Price/ | Price/

Company Ticker Float % Price |Price Price % Ch % Ch Cap P/E Sales | Book Div Yid
approx. 31-Dec-06 [30-Nov06 CL  [29Dec CL YTD MTD intraday | (ttm, intraday) ttm mrq forward %

United Technologies UTX 6.77% 55.91 64.53 62.52 11.82% -3.11% 62.75 15.03 1.36 3.25 1.70%
Boeing Co BA 6.59% 70.24 88.53 88.84 26.48% 0.35% 70.25 18.74 1.19 6.39 1.60%
Lockheed Martin LMT 6.56% 63.63 90.45 92.07| 44.70% 1.79% 39.03 15.71 1.00 4.82 1.50%
Honeywell Intl HON 5.98% 37.25 42.98 45.24 21.45% 5.26% 36.94 15.44 1.22 3.28 2.00%
Genl Dynamics GD* 5.21% 114.05 74.84 74.35 30.38% -0.65% 30.09 15.65 1.28 3.20 1.20%
Directv Group DTV 4.76% 14.12 22.75 24.94 76.63% 9.63% 30.52 18.61 2.15 4.89
Northrop Gr NOC 4.49% 60.11 66.93 67.70 12.63% 1.15% 23.38 13.99 0.78 1.36 1.80%
Raytheon Co RTN 4.25% 40.15 51.04 52.80 31.51% 3.45% 23.48 17.78 1.04 2.08 1.80%
Echostar Communications'a’ DISH 4.14% 27.18 36.01 38.03 39.92% 5.61% 16.92 19.70 1.80
Rockwell Collins COL 4.11% 46.47 60.33 63.29 36.20% 4.91% 10.58 17.88 2.76 8.85 1.00%
Itt Indus ITT* 4.10% 102.82 53.95 56.82 10.52% 5.32% 10.49 16.81 1.31 3.32 0.80%
Precision Castparts PCP 4.01% 51.81 75.46 78.28 51.09% 3.74% 10.62 16.24 2.54 4.39 0.20%
L-3 Communications Hldgs LLL 3.97% 74.35 82.25 81.78 9.99% -0.57% 10.22 14.60 0.85 2.02 0.90%
Garmin Ltd GRMN* 3.72% 66.35 50.89 55.66 67.78% 9.37% 12.01 23.49 8.19 9.01 0.90%
Computer Sciences CSC 3.48% 50.64 52.20 53.37 5.39% 2.24% 9.18 12.65 0.63 1.52
Harris Corp HRS 2.71% 43.01 4211 45.86 6.63% 8.91% 6.15 14.89 1.71 3.57 1.00%
Goodrich Corp GR 2.30% 41.10 45.00 45.55 10.83% 1.22% 5.68 14.89 0.99 2.72 1.80%
Sirius Satellite Radio SIRI 2.28% 6.70 4.26 3.54| -47.16%| -16.90% 4.98 9.53
Ball Corp BLL 1.87% 39.72 42.76 43.60 9.77% 1.96% 4.54 13.33 0.72 4.06 0.90%
Xm Satellite Radio Holdings'a' XMSR 1.82% 27.28 14.44 14.45| -47.03% 0.07% 3.88 4.57
Oshkosh Truck OSK 1.45% 44.59 48.01 48.42 8.59% 0.85% 3.57 10.60 1.04 3.35 0.80%
Trimble Navigation Ltd TRMB 1.21% 35.49 47.97 50.73| 42.94% 5.75% 2.82 22.15 3.24 4.07
Alliant Techsystems ATK 1.05% 76.17 77.31 78.19 2.65% 1.14% 2.57 13.37 0.77 5.10
Drs Technologies DRS 0.88% 51.42 49.69 52.68 2.45% 6.02% 212 15.96 0.89 1.50 0.20%
URS Corporation URS 0.85% 37.61 4416 42.85 13.93% -2.97% 2.22 16.80 0.53 1.52
Armor Holdings AH 0.85% 42.65 56.55 54.85 28.60% -3.01% 1.95 10.82 0.97 2.40
Flir Systems FLIR 0.84% 22.33 32.21 31.83| 42.54% -1.18% 2.09 21.08 3.89 6.07
Caci Intl CAI 0.68% 57.38 59.84 56.50 -1.53% -5.58% 1.73 16.77 0.97 2.26
Moog Inc. MOGA 0.63% 28.38 36.58 38.19 34.57% 4.40% 1.62 14.86 1.25 2.13
Sra International'a’ SRX 0.62% 30.54 29.18 26.74| -12.44% -8.36% 1.5 19.10 1.24 2.69
SAIC (Added Dec 06) SAlI 0.61% 17.79 7.28 20.64 0.91 5.1
Ceradyne Inc CRDN 0.58% 43.8 52.77 56.50 29.00% 7.07% 1.53 11.82 2.60 4.35
Teledyne Technologies TDY 0.55% 29.1 40.20 40.13 37.90% -0.17% 1.39 17.00 1.03 3.38
Mantech International'a’ MANT 0.50% 27.86 36.28 36.83 32.20% 1.52% 1.24 20.24 1.14 2.92
L-1 Identify Solutions ID 0.46% 17.61 16.76 15.13| -14.08% -9.73% 1.09 137.55[ 10.66 0.70
Orbital Sciences Corp ORB 0.43% 12.84 18.12 18.44| 43.61% 1.77% 1.13 23.95 1.44 2.64
Cogent Inc. COGT 0.41% 22.68 11.33 11.01| -51.46% -2.82% 1.04 22.47( 10.00 2.21
Esterline Technologies ESL 0.40% 37.19 38.94 40.23 8.17% 3.31% 1.02 13.15 1.06 1.45
DynCorp* (YTD from IPO 10July06) DCP 0.37% 15 13.10 15.87 5.80% 21.15% 0.91 13.92 0.44 2.67
Viasat Inc VSAT 0.35% 26.73 26.63 29.81 11.52% 11.94% 0.85 19.87 1.75 2.86
Gencorp GY 0.31% 17.75 13.81 14.02| -21.01% 1.52% 0.78 1.19
SafeNet Inc. SFNT 0.27% 32.22 23.31 23.94| -25.70% 2.70% 0.51 18.14 1.80 0.96
Cubic Corp CUB 0.22% 19.96 22.20 21.70 8.72% -2.25% 0.58 16.95 0.72 1.83 0.80%
United Industrial UIC 0.22% 41.37 48.89 50.75 22.67% 3.80% 0.57 16.53 0.97| 11.67 0.80%
American Science & Engineering ASEI 0.21% 62.37 63.44 59.51 -4.59% -6.19% 0.54 21.03 4.01 3.76
Essex Corp. KEYW 0.21% 17.05 23.81 23.91 40.23% 0.42% 0.52 33.68 2.22 3.38
TASER International Inc. TASR 0.20% 6.96 8.48 7.61 9.34%| -10.26% 0.47 29.27 7.92 5.00
Ladish Co LDSH 0.20% 22.35 33.74 37.08 65.91% 9.90% 0.53 15.07 1.49 3.57
Edo Corp EDO 0.20% 27.06 21.93 23.74| -12.27% 8.25% 0.5 14.56 0.76 1.91 0.50%
Argon St STST 0.19% 30.98 22.67 21.54| -30.47% -4.98% 0.48 18.10 1.84 1.79
Si International SINT 0.17% 30.57 34.43 32.42 6.05% -5.84% 0.42 17.62 0.92 1.82
MTC Technologies Inc. MTCT 0.14% 27.38 26.08 23.55| -13.99% -9.70% 0.36 17.07 0.91 2.05
Osi Systems OSIS 0.14% 18.39 18.99 20.93 13.81% 10.22% 0.35 34.31 0.75 1.44
Stanley (Added Dec 06) SXE 0.13% 16.91 0.34 18.47 0.97 4.74
Mercury Computer Sys MRCY 0.11% 20.63 13.08 13.36| -35.24% 2.14% 0.29 16.49 1.35 1.53
Herley Industries HRLY 0.09% 16.51 16.14 16.19 -1.94% 0.31% 0.22 17.99 1.33 1.17
Applied Signal Technology APSG 0.07% 22.7 15.84 14.06| -38.06%| -11.24% 0.17 22.32 1.03 1.59 3.60%
Kvh Industries KVHI 0.06% 9.79 11.50 10.61 8.38% -7.74% 0.16 21.65 2.03 2.09




