lrS at ® Market Review- December 2006

‘ﬂf U.S. Economy

The Federal Reserve Open Market Committee met on December 12 and left the rates unchanged. As
third quarter domestic economic growth became available, the U.S. economy demonstrated a growth
increase of 2% on an annual basis. This slowing pace was considered by economists to be partially due
to increasing imports and a slow down in the housing market. Consumer spending has remained high.
The Fed has maintained a vigilance with regard to inflation and is unlikely to lower rates unless the
market declines and consumer spending subsides.

The domestic equity markets have continued to reward investors in December and for the year as
broad market performance is on the order of one percent for December and 16% for 2006. How-
ever, U.S. domestic equity performance has significantly lagged performance of the European devel-
oped equity markets. Domestic bond markets provided lack luster performance as yields were rising
across the maturity spectrum during 2006.

: U.S. Bond Performance TREASURY YIELDS
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D D ber 2006, the U.S. T
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yield curve continued to flatten with a 47
basis point drop in yield at the 1 month 11-30-06 5.22 5.03 4.94 4.45 4.46 4.66 4.56

maturity level and a 25 basis point rise in ~ §12-29-06 4.75 502 500 470 471 491 481
yields from the 5 year to 30 year maturity ¥ cpanoe (047) (001) 006 025 025 025 025

range.
9-29-06 4.60 4.89 4.91 4,59 4.64 4.84 4,77
Since bond rates rose across the interme- 12-29-06 4.75 5.02 500 4.70 4.71 4.91 4.81

diate to long maturity range, bond prices B Change 015 043 009 011 007 007 004
declined during December for all the ma-

jor indices considered except the Lehman 12-30-06 4.01 4.08 4.38 4.35 4.39 4.61 N.A.
High Yield bond index which posted a 12-29-06 4.75 5.02  5.00 4.70 471 491 4.81
L1 % return in the range of December W Change 074 094 062 035 032 030 NA.
returns for the broad stock market indi-
Ces.

Bond Indices - Total Retutn

The Lehman U.S. Aggregate index out- Index Dec2006  4Q06 2006
performed the Lehman Global Aggregate
for December but underperformed the Lehman Global Aggregate (1.33) 2.05 6.64
global index for the 4t quarter For 2000, Lehman U. S. Aggregate (0.58) 1.24 4.33
the Lehman Global Aggregate outper- Wy oy 0 Municipal Bond (0.35) 111 484
formed the Lehman U.S. Aggregate index
by 2.31% Lehman U. S. Treasury 1-3 Year 0.00 0.91 3.92
Lehman High Yield Bond 1.10 4.19 11.85
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‘f}f U.S. Stock Market

The broad U.S. market indices returned from 1.03 % to 1.20%
during December 2006. The broad index quarterly and year-to-
date performance ranged from 7.12 to 7.47% and 15.70 to 16.0%,

S & P 500 Sector Performance

respectively. Sector Dec | 4Q |,,06
2006 06

In the following three paragraphs, sector price performance is [ Energy (1.90) 1073 2222

provided for the S&P 500. Materials 044 1074 1573
. Industrial 0.82 5.34 11.02

The top three performing sectors for December 2006 are: Tele- e

communication Services 4.56%, Financials 3.74% and Consumer [j Consumer Discretionary 216 282 17.23

Staples 2.19%. The bottom three performing sectors are: Energy [f Consumer Staples 219 294 1176

(1.90%), Information Technology (1.36%) and Materials 0.44%. Health Care 112 099 578
. Fi ial 3.74 6.33 16.16

The top three performing sectors for the fourth quarter of 2006 ancias

were: Materials 10.74%, Energy 10.73% and Consumer Discre- [ Information Technology (1.36) 595 770

tionary 9.82%. The bottom three performers for the quarter J Telecommunications Services 456 7.82 3213

were: Health Care .990/0’ COI’lSumCt Stap].es 2940/0 and InduS— Utilities 0.92 8.28 16.87

trials 5.34%.

The top three performing sectors for 2006 were: Telecommunication Ser-
vices 32.13%, Energy 22.22% and Consumer Discretionary 17.23%. The
bottom three performing sectors for this period were: Health Care 5.78%,
Information Technology 7.70%, and Industrials 11.02%.

S&P 400 (0.49) 6.99  10.32

Morningstar 0.02 8.49 1432

During December 2006, most of Growth (1.10)  7.90  9.63
the domestic equity indices con- ISP Value 121 902 1881

Btoad

sidered had positive perform-
i ) NASDAQ Comp 0.68) 694 951 Cote (0.04) 857 1472

ance. There were declines in
some of the grOWth stock indices MSCI-U.S.Broad 1.15 712 15.72 PPCA 0.20 7.97 16.06
while the strongest performance [ Russell 3000 120 712 1571 Growth 016  7.82 1334
was in large cap value. PPCA Total .03 721 16.00 Value 015 804 17.78
Morningstar 1.15 747 15.70 Core  0.39 8.09  17.39

For the fourth quarter, the per-

formance was strongest in small
cap followed by mid cap and ISR

Large Cap ‘ Dec | 4Q | ,,0¢ Small Cap

2006 06 Stocks
then large cap. Value outpet-
8 p . P S&P 500 1.40 6.70 15.80 S&P 600 (0.01) 7.84 1512
formed growth during the quar-
ter for large and mid-cap issues. Russell 1000 S Russell 2000 020 | 820 | oy
Growth — 0.34 5.93 9.07 Growth (024) 877 1335
For 2000, large cap value led the Value  2.25 800 2225 Value 087  9.03 2348
way across index families with R yiominggtar 155 706 1591 Motningstar 007 914 17.05
performance ranging from 22.25
t0 25.79%. The lowest perform- Growth  (0.47)  6.47 5.68 Growth (0.60) 824  10.04
ance was from the mid cap Value 270 836 2579 Value 097  9.62  20.03
growth indices which had per- Core 208 629 1554 Core (0.12) 954 2116
formance ranging from 9.03 to fppca 141 661 1558 PPCA 0.66 930 17.87
13.34%.
Growth 045 6.73 8.77 Growth 035 1052 13.65
Value  2.16 756 23.66 Value 076 899  20.09
Core 123 445 9.55 Core 086 833 19.11
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‘j{{ Global Markets

For the month of December 2006, EAFE was up 3.14%. All regions posted positive returns with Europe
leading the international market with a 3.21% return. The top three country performers for the month
were: New Zealand 8.28%, Ireland 8.19% and Austria 7.65% . The bottom three country performers
were: Canada (0.70%), Spain 1.65% and Italy 2.04%.

For the fourth quarter of 2006, the EAFE was up 10.35%. Again, all regions posted positive performance
led by Europe 11.46% . The top three country performers for the quarter were: Singapore 23.30%, New
Zealand 21.79% and Sweden 19.87%. The bottom three country performers for the quarter were: Japan
5.01%, Canada 7.01% and Nethetlands 7.14%.

During 2006, EAFE returned 26.34%. All countries posted positive returns. The top three country per-
formers were: Spain 49.36%, Ireland 46.81% and Portugal 47.37%. The bottom three country performers
for the period were: Japan 6.24%, New Zealand 16.56% and Canada 17.81%.

The MSCI Emerging Markets index returned 4.50% during December 2006. The strongest country per-
formance in the month was from the China 14.58%, Venezuela 12.19% and Columbia 11.73%. The lowest
country performance was from Thailand (9.81%), Pakistan (6.49%) and Jordan (1.56%).

During the 4th quarter of 2006, the MSCI Emerging Markets index returned 17.60%. The top three coun-
try performers included: China 35.87%, Argentina 33.65% and Hungary 32.04%. The lowest three coun-
try performers were Jordan (8.89%), Pakistan (5.32%), and Thailand 1.92%.

During 2006, the MSCI Emerging Markets index returned 32.17%. The top country performers were
China 82.87, Venezuela 79.53% and Indonesia 73.78%. The bottom three country performers were Jor-
don (30.88%), Turkey (7.21%) and Israel (5.31%).

Net Total Return of MSCI Indices (U.S. $)

The MSCI G7 index measures the performance of [ Overseas Markets Dec 2006 4Q06 2006
the world’s seven most Weglthy countries ?nd in- Ry World Index 50 437 20,07
cludes the following, along with their respective esti-
mated percentage Weighting: Canada (150/0)’ UsS. The Wotld Index (Ex U.S.) 2.87 10.12 25.71
(30%), Japan (20%), Germany (10%), France (10%), §EAFE 3.14 10.35 26.34
Britain (10%) and Italy (5%). )
Burope 3.21 11.46 33.72
During the month of December 2000, the G7 index [§ Far Fast 2.88 6.22 8.79
returned 1.71%. The top three country performers B g croing Markets 450 17.60 3217
were Germany 4.13%, France 3.53% and Britain
2.54%. The bottom three country performers were TR
Canada (0.70%), the United States 1.17% and Italy S pespare oumHy
o erformance
2.04%. (U.S. $) MSCI Indices
For the 4th quarter of 2006, the G7 returned 7.52%. Index Dec2006  4Q06 2006
The top performers included: Germany 14.38%, G7 Index L 752 1768
Italy 11.95% and France 10.49%. The bottom three Britain 2.54 1028  30.61
performers were Japan 5.01%, U.S. 6.59% and Can- Canada 0.70) =01 1781
ada 7.01%.
France 3.53 10.49 34.48
During 2006, the G7 returned 17.68%. The top Germany 4.13 14.38 35.99
three performing countries include Germany Ttaly 2.04 11.95 32.49
35.99%, France 34.48% and Britain 30.61%. The
. S Japan 2.49 5.01 6.24
bottom three performing countries include Japan .
6.24%, U.S. 14.68% and Canada 17.81%. United States 1.17 6.59 14.68
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Jﬁf Relative Performance Review

The following four tables illustrate how the relative performance of sectors, countries and styled changed
on a monthly basis during 2006.

Table 1 S&P 500 Sector Rankings

Overall, the top 2006
price performance was
from Telecommunica-
tion Services, Energy
and Consumer Discre-
tionary sectors. How-
ever, both Telecom-
munication  Services
and Energy had vola-
tile ranking swings.
Telecommunication
Services was a top 3
performer 5 months
during the year and a
bottom 3 performer
three times. Energy
was a top 3 performer
for 6 months and a
bottom 3 performer
for 4 months.

The bottom perform-
ance was from Health
Care, Information
Technology and In-
dustrials. Health Care
was a top 3 sector per-
former twice and a
bottom 3 sector per-
former for four
months. Information
Technology was a top
3 sector performer for
two months and a bot-
tom 3 performer for 6
months.

S&P 500 Sector Rankings Sector - Price Change (%)
Top 3 Bottom 3 Bottom 3 Bottom 3
(Highest) 1st 2nd 3rd 1st 2nd 3rd (Lowest)
Energy Materials Telecomm Financials Con Stp Industrials
13.85 4.67 3.26 0.73 (0.17) (0.45)
Telecomm | Industrials Financials Info Tech Materials Energy
6.55 2.37 1.78 (1.00) (2.15) (8.14)
Industrials Materials Energy Financials Health Care Utilities
4.53 4.28 3.84 0.07 (1.30) 4.92)
Energy Financials Materials Info Tech Telecom Health Care
5.11 4.06 3.54 (1.15) (2.92) 3.22)
Utilities Con Stp Financials Materials Info Tech
113 0.48 (3.94) 4.32) (7.17)
Telecomm Utilities Energy Industrials Financials Info Tech
4.69 2.12 2.04 (0.66) (0.72) (1.68)
Health Care Energy Utilities Materials Info Tech Industrials
5.40 4.96 4.82 (3.49) 3.77) (5.31)
Info Tech Con Stp Health Care | Telecomm Financials Energy
8.26 3.59 2.68 1.15 0.78 4.07)
Financials Telecomm Con Stp Utilities Energy
4.07 4.00 (0.35) (1.89) (2.80)
Materials Utilities Financials Con Stp Health Care
5.88 5.32 2.27 1.83 0.42
Energy Materials Info Tech Telecomm | Health Care Con Stp
8.06 4.14 3.16 (0.33) (0.54) (1.08)
Telecomm Financials Cons Stp Materials Info Tech Energy
4.56 3.74 2.19 0.44 (1.36) (1.90)
Telecomm Energy Industrials Info Tech Health Care
32.13 22.22 11.02 7.70 5.78
Sector

Telecommunication Services

Energy

Financials

Materials

Consumer Staples

Industrials

Health Care

Information Technology

Utilities

Consumer Discretionary_
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Table 2 Developed Country Rankings

Developed country rank-
ings are also volatile. The
top three performers
were Spain, Ireland and
Portugal.  Spain was a
top 3 performer for four
months and a bottom 3
performer for one
month. Ireland was a top
3 performer for three
months and a bottom
three performer twice.
Portugal was a top 3 per-
former for 3 months and
a bottom 3 performer for
two months.

Two of the bottom 3 per-
forming countries
(Canada and Japan) were
fairly consistent in being
a bottom 3 performer
and never being a top 3
performer. New Zealand
was a bottom 3 per-
former for 2006 and was
a bottom performer for 5
months and a top pet-
former for two months.

MSCI Developed Market Country Performance - 2006
Country/Total Return % (including 21 EAFE countries + Canada)
Top 3 Top 3 Top 3 Bottom 3 Bottom 3 Bottom 3
(Highest) 1st 2nd 3rd 1st 2nd 3rd (Lowest)
Greece Norway Portugal Denmark | New Zealand
10.84 10.54 4.10 4.43 (2.01)
Portugal Greece Canada New Zealand
6.79 5.47 (1.83) (2.91)
Norway Finland Portugal New Zealand Greece
10.92 10.22 9.08 0.36 (1.75)
Norway New Zealand Portugal Japan
8.98 6.50 3.38 2.91
France Greece New Zealand | Singapore
(1.87) (6.99) (7.36) (8.10)
Singapore Portugal Finland Norway New Zealand
2.45 1.05 (2.78) 3.79) (6.20)
Finland Sweden
(0.99) (1.63)
Norway
(1.95)
Finland Canada Norway
(2.46) (3.02) (7.09)

Singapore
8.31

Hong Kong
1.87

Japan
1.74

Singapore Denmark Japan
7.14 6.53 0.71
New Zealand Greece Canada
8.28 2.18 (0.71)
Portugal Canada New Zealand Japan
47.37 17.81 16.56 6.24

Developed Country

Austrial France New Zealand

Belgium Greece Norway|

Britain Hong Kong Portugal

Canada Ireland Singapore

Denmark| Ttaly Spain|

Finland| Japan Sweden
Netherlands
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Table 3 Emerging Country Rankings

Emerging country rank-
ings also have ranking
variability.  The overall
top performer was China
and was only ranked a
top 3 performer in De-
cember and was never a
bottom 3  performer.
Venezuela was a top 3
performer for 3 months
and Indonesia was a top
3 performer only once.
None of these 3 top 2006
performers were ever
bottom 3 monthly per-
formers during the year.

The bottom 3 emerging
country performers were
Jordan, Turkey and Is-
rael. Jordon was a bot-
tom 3 performer for 7
months and a top 3 per-
former for one month.
Turkey was a bottom 3
performer for 4 months
and a top 3 performer for
1 month. Israel was a
bottom 3 performer only
in January and never a
top 3 performer.

MSCI Emerging Market Country Performance - 2006
Country/Total Return % (includes 27 countries)

Bottom 3
27th

Bottom 3
26th

Bottom 3
25th

Malaysia
3.01

Pakistan
15.36

Venezuela
18.30

Venezuela
18.18

Pakistan
(3.44)

Columbia
(2.26)

Philippines
0.24

Columbia
(12.97)

Morocco
(2.31)

Philippines
14.93

India
9.42
Malaysia Turkey
6.11 (4.51)
Morocco
1.04
Malaysia Pakistan Turkey
11.10 (5.02) (6.97)
Columbia
11.73

Morocco
12.98

Philippines India
11.79 7.87

Pakistan
(6.49)

Thailand
(9.81)

Venezuela
12.19

Venezuela
79.53

Turkey
(1.2

Emerging Country
Argentina India Motocco South Africa
Brazil Indonesia| Pakistan Sti Lanka
China Israel Peru Taiwan|
Columbia Jordan Philippines Thailand
Egypt Korea Poland Turkey
Hungary Malaysia Russia Venezuela
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Table 4 Domestic Equity Style Rankings

Domestic Equity Index Relative Performance 2006

Value was more consis- | 550 ) Style Groups (% return)

tently favored than
Growth  throughout
most of 2006 represent-
ing three out of the top
four performing styles:
(1) Large Cap Value,
(2) Small Cap Value,
(3) Small Cap Core
and (4) Mid Cap Value.

Three of the four bot-
tom performing styles in
2006 were growth where
the rankings were:
(1) Large Cap Growth,
(2) Large Cap Core,
(3) Mid Cap Growth and
(4) Small Cap Growth.

Growth Value

LCV
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