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Unemployment rate {seasonally adjusted) Broad Markets - Five Years
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Market Commentary

® The U.S. stock market rebounded in the 4" quarter on strong corporate earnings, improved U.S. economic data, and optimism
surrounding the European debt crisis.

® The international equity markets were mixed on concerns about slowing global economic growth and the potential impact of the
European debt crisis.

® The Federal Reserve Bank continued to sell shorter-term U.S. Treasuries and buy longer-term bonds, with the goal of pushing down
long-term interest rates to stimulate borrowing and spending.

® As the quarter ended, investors increased their holdings in bonds and decreased their holdings in stocks. For the quarter, bond funds
had net inflows of $43.7 billion, while stock funds had net outflows of $62.9 billion. Total money market mutual fund assets
increased by $60.8 billion to $2.695 trillion.

® The unemployment rate fell from 9.1% to 8.5%, as total employment increased by 412,000 jobs.

® The price of oil increased from $86 per barrel to $99 during the quarter, an increase of 15.1%.

® For the three months ending December 31, 2011, annualized seasonally adjusted CPI — U was -0.4%. Seasonally adjusted gasoline
prices drove the decrease.
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US Fixed Income - Five Years

U.S. Treasury Yield Curve Dec-06 - Dec-11
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US Bond Market
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® Most fixed income markets rose in the 4th quarter, as investors sought bonds with longer duration and once again embraced risk.
® The short end of the yield curve remained unchanged as the Fed maintained its near-zero interest rate policy.
® Interest rates declined slightly in the 10- and 30-year Treasury rates.
® High-yield bonds were the best performing sector this quarter, up 6.46%, as investors sought securities with higher yields.
® Asset-backed securities were the worst performing sector this quarter, up 0.23%, on an increase in auto loan delinquencies and a
shorter duration than the broad market.
® 91-Day T-Bill returned 0.00% in the fourth quarter as compared with 0.02% in the third quarter.
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US Stock Market

Most major domestic equity indices posted a gain for the quarter. The small-cap Russell 2000 Value Index had the best return, up 16.0%.
The S&P 500 Index was flat for the year (not including dividends).
Small-cap stocks outperformed large-caps, up 15.5% versus 11.8%.
In comparing styles, value stocks did better than growth stocks.

In a reversal from last quarter, REITs had a strong quarter, up 15.36%, on expectations that the economy will improve and help the
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recovery in real estate. The best performing sectors were self- storage and industrials.
Energy was the best performing sector, up 18.55%, as the price of oil rose on lower supply and geopolitical tension in the Middle East.

Telecommunication services were the worst performing sector, up 7.62%, as defensive companies lagged the broad market.
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International - Five Years

Currency Exchange Rates Dec-06 - Dec-11
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International Markets

® The dollar was up against the euro and pound, but down against the yen.
® For the quarter, the EAFE Index was up 3.3% and Emerging Markets were up 4.4%. Local currency returns for the EAFE Index and
Emerging Markets were 4.1% and 4.8%, respectively.

® Among the major international regions, Brazilian stocks had the highest return (+8.5%) as oil and bank stocks posted significant gains.

® Stocks in India had the lowest return (-15.2%) on concerns about corruption, political gridlock, and expectations for weaker corporate
earnings.

® Small-cap stocks, down 0.6%, underperformed large-cap stocks.
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