2009 SECOND QUARTER MARKET REVIEW

The recovery that began in March catapulted equity markets to
sizeable gains in the second quarter. The S&P 500 turned in its first
positive return in seven quarters and its biggest gain since the fourth
quarter of 1998 with a 15.9% result. While the index closed the
quarter 36% above its March low, it remained 41% behind the high
achieved in October, 2007. As investors returned to equities, they
also returned to riskier assets on the fixed income side, shunning the
Treasuries that had benefited from the flight to quality during the
financial crisis. The yield on the 10-Year Treasury note rose from
2.68% at March 31 to 3.52% at the end of the quarter. While
Treasuries declined, the broad Barclays Capital Aggregate Bond
Index was able to produce a 1.8% gain as mortgage and corporate
bonds snapped back to life and spreads to Treasuries tightened.
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Thanks to currency effects, overseas stocks soared even
higher for U.S. investors. The MSCI EAFE Index of
developed countries advanced 25.4% (US$), and
emerging markets, as measured by the MSCI Emerging
Markets Index, shot up 34.8% (US$). Emerging markets
are the only equity asset class to boast positive returns
for three and five year periods ended June 30—despite
the recent turmoil, the index sports an impressive 15.1%
annualized return for the five years ended June 30.
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