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Overview: Global equity markets extended their gains during the first quarter of 2011, with all major equity indices except
Japan posting positive returns. Markets were supported by healthy corporate earnings and continued improvement in
economic conditions. Volatility briefly surged triggered by conflicts in the Middle East and North Africa, as well as a devastating
earthquake and tsunami in Japan. Although long-term market outlook indicates improving economic fundamentals, downside
risks and volatility remain. Concerns over inflationary pressure driven by rising commaodity prices, a lingering debt crisis in
Europe, political unrest in the Middle East and North Africa, and uncertainty over Japan’s recovery continue to represent
headwinds for the global economy and markets.
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The U.S. economy gained 444,000 jobs in the quarter.
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Except for the 3- and 6-month T-bills, the U.S. Treasury Yield Curve Changes
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Fixed Income

e The bond markets rebounded from last quarter and posted returns mostly in the positive territory. The Federal Reserve is paying
close attention to inflationary pressure after two rounds of quantitative easing. However, the Fed has not decided to raise interest
rates even though some central banks are beginning to implement monetary tightening.

e High Yield continued to outperform other sectors during both the current quarter and trailing 1-year period. Investment credit and
CMBS also generated strong returns during the same periods.

Fixed Income Returns U.S. Fixed Income Sector Performance
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U.S. Equities

e The U.S. stock market generated solid gains, with the Russell 3000 returning 6.4% over the quarter and 17.4% over the latest one
year, underpinned by strong corporate earnings and improving job data. However, housing market data remains weak.

e Major U.S. equity indices outperformed major international equity indices for the most part during the current quarter and trailing
1-year period. Growth indices trumped value except in large cap, while small stocks excelled over large stocks.

e Within sectors, cyclical sectors generated the strongest performance during the current quarter and trailing 1-year period,
benefiting from surging energy prices and economic expansion.

U.S. Equity Returns U.S. Equity Sector Performance
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International Equities

e The international equity markets, with the exception of Japan which was affected by the destruction caused by the earthquake and

tsunami, advanced as investors focused on strong corporate earnings and improving economic outlook.

e Emerging markets lagged developed markets (except Japan) during the quarter as inflationary worries and their central banks’
monetary tightening dampened valuations.

International Equity Returns (in USD)
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Market Summary — Long-term Performance*
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* Performance is annualized for periods greater than one year.



