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Real Estate continued to
rally as risk appetites
persisted and the Case
Shiller Index rose for the first
time in four years.
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Equity Performance
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3.4% While not as robust as the
double digit returns from the
previous two quarters, equity
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T developed markets around

09% the world.
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. Wide dispersion among fixed
0.4% income sectors netted a slightly
positive return. Spread sectors
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0.2% posted negative returns.
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- fourth quarter, but market
0.0% participants are keeping a
keen eye on headline inflation
readings.
2.2% !
-10% 0% 10% 20% 30% 40%

SLOCUM

1YR ®m5YRS 10 YRS
. . . 78.5%
Despite the impressive 2009 rally,
the S&P 500 posted its worst
return for any decade. 46.8%
26.5% 27.2% 31.8%
15.5%9 o
0.4% 0.5% 35% 3.5% 1% 3.5% /3% T
-0.9%
S&P 500 Russell 2000 MSCI EAFE Infl Small Cap Emg. Mkfs.
Fixed Income Performance
1TYR m5YRS ®m10YRS
Fixed income markets continued fo
outperform developed equity
markets over five and ten years.
6.3% 6.6%
5:9% 5.0% 4.4% 4.5%
2.7% 2.6% 2.5% 2.9%2.8%
0.2%
Barclays Aggregate Citi World BIG CPI 91-Day T-Bills
(unhedged)
Alternative Investments
1YR 5 YRS 10 YRS
25.1% 28.0%
18.9%
] . (=]
" 3.5% 46% 547 o 7%
1.6% 9% A% 0.4% 2.0%
HFRI Funds of Hedge  HFRI Equity Hedge NAREIT DJ UBS Commodities

Funds (Conservative)

Hedge funds and long/short managers positioned more
conservatively early in the year did not keep pace with
the surging equity markets. Longer-term, risk adjusted
returns remain well above long-only equities.
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Economic Environment

GDP and CPI

Source: BEA
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S ’ GDP turned positive in the third quarter, though the initial
B 40 - reading of 3.5% annualized was revised downward to 2.2%. Is
this an inflection point or did “Cash for Clunkers" and other
-6.0 1 government stimuli cause a temporary unsustainable blip?
-8.0 J | Preliminary fourth quarter GDP reports were also strong.
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Personal savings have increased signficantly since mid-
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Unemployment Rate
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U.S. Dollar vs. Euro
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Global Equity

Value versus Growth / Large versus Small
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10 A Price/Earnings Ratios have returned to pre-crisis levels
following the large run-up in 2009. The U.S. stock

S market is not cheap.
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Quarterly S&P 500 Earnings
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S LO CUM second half of 2009 and raising interest rates.
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mS&P = MSCI EAFE
S&P 500 ¢ Sector Returns - One Quarter Ended 12/31/2009
] ] ] ] ] o Decent holiday internet sales helped
Financial companies lagged, as the focus on higher Healthcare companies rallied in the quarter, as Information Technology returns remain solid
quality companies, combined with the continued the potential effects of government healthcare despite continued corporate tightening '
uncertainty of recovery and future regulations, reform appeared less dire than earlier feared. :
weighed on the sector. 13.2%
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Despite a challenging first quarter of 2009, all sectors posted impressive 1-year returns and rebounded considerably from lows.
Sector Returns - One Year Ended 12/31/2009 58P 500
The most beaten down sectors in 2008 were the leaders
U.S. dollar weakness = MSCI EAFE

during 2009, including Information Technology, Consumer

Discretfionary, and Materials. during 2009 boosted
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Globally, commodity-based Austrailia has recovered
faster than any other nation by adding jobs during the

Source: FactSet
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Emerging Markets led the way in both the fourth quarter
and in 2009, as demand from the developed world for
products and commaodities returned.
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Fixed Income

Spread Sector Perfformance vs. Treasuries
Plots above the red line indicate spread sectors outperformed Treasuries

5.0 while below the red line indicate underperformance.
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Real Assets / Private Equity

Commodities
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Hedge Funds

Hedge Fund Index Performance
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Funds of hedge funds posted positive gains in the fourth quarter,
bringing '09 performance to near double digits. Performance for
many managers was held back by higher than average cash levels,
and overall defensive positioning. It paid to take directional bets in
2009, as evidenced by the performance differential between the
Equity Hedge and Equity Market Neutral Indices.
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Distressed managers delivered impressive results, benefiting from
certain restructuring events and a notable increase in liquidity
and investor appetite, which enabled many companies fo

HFRI FOF Cons. HFRI Equity Distressed Merger Arb. Convert. Arb.

Hedge

Voldtility Index (VIX)

1| Voldtility has dropped below “pre-Lehman’ levels,
making trading strategies less effective than earlier in
the year.
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Not surprisingly, short bias managers have
strugaled during the market rally. 23.5%
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Hedge Fund Net Flows
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4 After severe outlflows in 2008, the hedge fund market
has rebounded to the average historical inflow levels.
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*Annualized Fourth Quarter One Year Two Years* Three Years* Five Years* Ten Years*
U.S. Markets
CPI 0.0 2.7 1.4 2.3 2.6 2.5
Dow Jones Industrial Average 8.1 22.7 -8.6 -3.1 1.9 1.3
Russell 3000 Index 5.9 28.3 -10.3 -5.4 0.8 -0.2
NASDAQ Index 6.9 43.9 -7.5 -2.0 0.9 -5.7
S&P 500 Index 6.0 26.5 -10.7 -5.6 0.4 -0.9
Russell 1000 Index 6.1 28.4 -10.5 -5.4 0.8 -0.5
Russell 1000 Value Index 4.2 19.7 -13.1 -9.0 -0.3 2.5
Russell 1000 Growth Index 7.9 37.2 -8.1 -1.9 1.6 -4.0
Russell Mid Cap Index 59 40.5 -9.3 -4.6 2.4 5.0
Russell Mid Cap Value Index 52 34.2 -9.1 -6.6 2.0 7.6
Russell Mid Cap Growth Index 6.7 46.3 -9.7 -3.2 2.4 -0.5
Russell 2000 Index 3.9 27.2 -8.2 -6.1 0.5 3.5
Russell 2000 Value Index 3.6 20.6 -7.4 -8.2 0.0 8.3
Russell 2000 Growth Index 4.1 34.5 -9.1 -4.0 0.9 -1.4
91-Day T-Bills Index 0.0 0.2 1.0 2.2 2.9 2.8
Barclays Aggregate Bond Index 0.2 5.9 5.6 6.0 5.0 6.3
Barclays Intermediate Aggregate Bond Index 0.5 6.5 5.7 6.1 5.0 6.1
Barclays Gov't/Credit Index -0.2 4.5 5.1 5.8 4.7 6.3
Barclays Intermediate Gov't/Credit Index 0.3 5.2 5.2 5.9 4.7 5.9
ML 1-3 year Treasury Index 0.0 0.8 3.7 4.9 4.0 4.5
Dow Jones UBS Commodity Index 9.0 18.9 -12.5 -3.8 2.0 7.1
HFR Fund of Funds Conservative Index 0.9 9.4 -6.4 -1.9 1.6 4.0
HFR Equity Hedge Index 3.4 25.1 -4.2 0.5 4.6 54
NAREIT Equity Index 9.4 28.0 -10.7 -12.4 0.4 10.6
Non-U.S. Markets
MSCI EAFE Index 2.2 31.8 -13.6 -6.0 3.5 1.2
MSCI EAFE Growth Index 4.2 294 -13.9 -4.8 3.6 -1.3
MSCI EAFE Value Index 0.3 34.2 -13.4 -7.4 3.4 3.5
S&P/Citigroup EMI World ex-U.S. Index 0.4 45.1 -12.9 -6.6 5.2 6.0
MSCI Emerging Markets Index 8.5 78.5 -8.7 5.1 15.5 9.9
S&P/Citigroup -World Broad Investment Grade
Bond ex-U.S. Index (unhedged) 21 44 72 8.6 4.5 6:6
S&P/Citigroup -World Broad Investment Grade
Bond ex-U.S. Index (hedged) 01 24 52 > 48 >3
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