Market Commentary - 3rd Quarter 2015
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Market Commentary
e The S&P 500 fell as concerns relating to slow global economic growth outweighed mildly positive U.S. economic data.

e Developed international equity markets were similarly down despite continued quantitative easing in Europe and Japan.
e Emerging markets fell significantly as slowing economic growth in China hampered global demand for commodities.

e The Fed continued to balk at raising rates as stagnating economic conditions abroad risked downward pressure on
domestic inflation.

e Mutual fund investors decreased their holdings in both stocks and bonds. For the quarter, stock and bond funds had net

outflows of $20 billion and $46 billion, respectively. Total money market mutual fund assets increased by $53 billion to
$2.623 trillion.

e The unemployment rate fell from 5.3% to 5.1%, as total employment increased by 501,000 jobs this quarter.

e The price of oil fell from $59 per barrel to $48 during the quarter, a decrease of 18.00%, reflecting the general downward
movement of commodities.
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* The broad fixed income market rose 1.23% and posted a coupon return of 0.77% in the 3rd quarter.
« The short end of the yield curve remained unchanged as the Fed maintained its near-zero interest rate policy.

e The yield curve flattened as the 30-year Treasury yield dropped by 0.24%. Weak inflation data and continued slack in the labor market postponed the Fed's decision to
raise rates.

¢ Long-term government bonds were the best performing domestic sector this quarter, up 4.97%, as investors sought refuge from volatility abroad.

e Long-term investment-grade corporate bonds were up 1.10% due to the downward shift on the long-end of the yield curve outweighing a modest widening of spreads to
Treasuries.

¢ High Yield bonds were the worst performing sector, down 4.86%, as investors generally became more risk averse through the quarter.
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¢ All major domestic equity indices posted a stark loss for the quarter. The small-cap Russell 2000 Growth Index had the worst return, down 13.06%.
¢ In terms of capitalization, large-cap stocks exhibited better downside protection and outperformed small-cap stocks.

¢ In comparing styles, there was no clear market preference for either value or growth stocks.

¢ REITs were up 3.09% as medium to long-term interest rates dropped during the quarter.

o Utilities were the best performing sector, up 4.20%, as investors sought safety from volatility.

¢ Energy was the worst performing sector, falling 19.00%, as global demand for commodities dissipated in general.
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International - Five Years
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International Markets
¢ The dollar was down against the euro and the yen.

¢ For the quarter, the EAFE Index was down 10.23% while Emerging Markets were down 17.90%. Local currency returns for the EAFE Index and
Emerging Markets were down 8.93% and 11.97%, respectively.

e Among the major international regions, Brazilian stocks declined nearly 50% due to investors' concerns regarding recession, collapsing demand for
commodities abroad, and systemic corruption in state-owned firms.

¢ Chinese stocks were also down as multiple economic indicators pointed to slowing growth.

e Small-cap international stocks, down 6.83%, outperformed large-cap international stocks, down 10.23% in the quatrter.
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