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Market Summ aly (32007)

Subprime mortgage issues cause financial turmoil

Fed takes aggressive action, adds liquidity, lowers rates
Credit markets stablilize and markets rebound

US economic growth slows due to housing issues

Global economic growth remains strong despite US
Dollar continues to weaken, driving export growth

Oil prices climb driven by global demand, weak dollar
Inflation under control despite oil prices, weak dollar
Equity valuations continue at reasonable levels

Risk factors: housing, oil prices, inflation, earnings



Markets Rebound After Turmoil

Stocks resilient despite risks

SE&P 500 Index

MSCI EAFE (US%) - Developed Inmternational
------ MSCI Emerging Markets (US%)
Lehman US bond aggregate
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Federal Reserve Lowers Funds Rate

Federal Reserve cuts the fed funds rate

Fed Funds Target Rate
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Employment/Spending Growth Slows

Employment and consumer spending both softening

Personal consumption expeditures - vy % change, 3 mos awvqg (left)

US non-farm payrolls - vy % change (right)
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Dollar Weakness Helps Exports

Dollar weakness heginning to support exports

U.5. Dollar Broad Index
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Inflation Remains Moderate

Low inflation allows Fed to cut interest rates

Consumer Price Index {CPI) yvear-over-year change
Core CPl {ex-food & energy) yvear-over-year change
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US Equity Valuations Reasonable

Earmnings yield relative to Treasury yield reflects
decent value for U.5. stocks

Earmnings Yield”* of S&P 500 less 10-Yr Treasury Yield
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Market Index Returns zozoo7
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