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2009 FOURTH QUARTER MARKET REVIEW

The markets ended 2009 on a high note, as the rally in equities
and other risk assets continued through year-end. The S&P 500
chalked up a 6.0% gain for the quarter, bringing 2009’s advance
to 26.5%, a remarkable recovery given the index’s YTD 25% loss
at the March 9 market bottom. Treasuries lost ground as the

yield on the 10-Year Treasury Note backed up from 3.31% on The gains for the year were even bigger overseas,

September 30 to 3.84% at December 31 and prices, which move where the MSCI EAFE Index of developed countries

inversely to yields, fell. But other bond sectors rose enough to ended up 31.8% (US$) after rising 2.2% in the fourth
give the Barclays Capital Aggregate Bond Index a positive return

uarter. Emerging Markets, as measured by the
for the quarter, 0.2%. For the year, the index had a 5.9% gain. ] sns g

MSCI Emerging Markets Index, climbed another
8.6% to finish the year an astonishing 79.0% ahead (in
US$). Despite a rally in the dollar against the euro at
the end of the year, the weak dollar in 2009 boosted
returns for U.S. investors overseas.

In non-core fixed income, high yield bonds continued
to advance along with investors” appetites for riskier
assets. The benchmark Merrill Lynch High Yield
BB/B Constrained index added 4.7% in the quarter to
finish the year with a 46.0% gain. Unhedged
international fixed income lost some ground in the
fourth quarter as the Barclays Capital Global
Aggregate Index ex US (UH) retreated 1.6% but
posted a solid 7.5% return for the year. Emerging
markets local debt, as measured by the JP Morgan
GBI-Emerging Markets Diversified USD, did even
better, rising 2.8% in the fourth quarter and 22.0% for

GROWTH LEADS IN QUARTER AND YEAR the year.

FOURTH QUARTER 2009 RETURNS (Oct 1-Dec 31, 2009)

2009 was a powerful reminder of the importance of
VALUE GROWTH . cpe e I .
diversification and maintaining a strategic asset
Large Cap 42% 7.9% allocation over the long term. Much had been made
Small Cap 3.6% 4.1% of the “failure of diversification” following the
financial crisis of the past two years. While it is true
YTD 2009 RETURNS (Jan 1-Dec 31, 2009) that the S&P 500 is negative for the past 10-year
VALUE GROWTH period, all other major asset classes, including small
Large Cap 19.7% 37.2% cap,
Small Cap 20.6% 34.5%
Russell 1000 Value and Growth indices used for Large Cap returns.
Russell 2000 Value and Growth indices used for Small Cap returns.
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