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The Markets

“It takes a licking and keeps on ticking” was a noeable jingle for Timex watches and it seems
like an apt description of the U.S. financial mask¢oo.

Despite absorbing numerous “licks” over the pasipt® years; the financial markets have been
remarkably resilient. Here are a few of the blolesytve been able to withstand:

Rebellion in the Middle East and North Africa

Oil prices above $100 per barrel

Woeful housing market

Banks sitting on billions in underperforming loans
European sovereign debt mess

Projected U.S. budget deficit of $1.5 trillion
Unemployment rate at 8.9%

On top of all those concerns, the devastating Jegemearthquake will reverberate emotionally and
economically for a long time. And, just like an thguake, you never quite know what will trigger
a selloff in the financial markets. The headwind=tioned above have not prevented the S&P
500 index from nearly doubling off its March 9, 20€losing low, according to Reuters. However,
at some point, it's possible that investors wiltidie that these headwindse matter and that could
trigger a correction in the markets.

For now, the financial markets keep on ticking aredkeep on monitoring and managing your
investments as best we can.

Data as of 3/11/11 1-Week Y-T-D| 1-Year 3-Year 5-Yea| 10-Year
Standard & Poor's 500 (Domestic Stocks) -1.3% 3.7% 13.4% -0.4% 0.39 1.0%
DJ Global ex US (Foreign Stocks) -3.2 0.2 11,0 -312 1.5 4.8
10-year Treasury Note (Yield Only) 3.4 N/A 3.7 3.6 438 4.9
Gold (per ounce) -11 0.1 27.9 13.38 21.0 17.9
DJ-UBS Commodity Index -35 0.6 23.1 -8.9 0.3 4.0
DJ Equity All REIT TR Index 0.2 4.8 25.6 3.1 1.9 31

Notes: S&P 500, DJ Global ex US, Gold, DJ-UBS Comlitydndex returns exclude reinvested dividendddgimes not pay a dividend)
and the three-, five-, and 10-year returns are aiwad; the DJ Equity All REIT TR Index does inctutkinvested dividends and the three-,
five-, and 10-year returns are annualized; and.@hgear Treasury Note is simply the yield at treselof the day on each of the historical

time periods.

Sources: Yahoo! Finance, Barron’s, djindexes.coomdon Bullion Market Association.

Past performance is no guarantee of future resiritlices are unmanaged and cannot be investediirgctly. N/A means not applicable

or not available.

HUMANS ARE NOT RATIONAL DECISION MAKERS and that’s one reason why financial
markets don’t always behave the way we’d expechttee For example, you could put together a
well-researched, well-reasoned analysis of why ®sjould happen in the financial markets. Yet,
frequently, “xyz” doesn’t happen as expected. WOy reason is that the financial markets are
full of “uncertainty” and, as Jonah Lehrer wrotesimeceniVall Sreet Journal piece, “the mere



whiff of uncertainty can dramatically skew our dgan-making,” and turn us into non-rational
decision makers.

Lehrer points to a 2006 study by economists Urié€zgeJohn List, and George Wu that asked
people how much they would pay for various itemghk first test, people were asked how much
they would pay for a $50 and $100 Barnes & Nobfedgirtificate. The study showed people
would pay, on average, $26.10 for the $50 certiéiead $45 for the $100 one.

Things got interesting, though, when the econoneisésiged the offer and injected some
“uncertainty” into it. Here’s how Lehrer describigd

Everything changed, however, when the economistsodaced a little
uncertainty into the marketplace. Instead of biddion guaranteed gift
certificates, the subjects were offered lotteriesvhich they were sure to win
one of the options, but didn't know which one. Apée lottery, for instance,
gave the subjects a 50% chance of winning the HaMes & Noble gift
certificate and a 50% chance of winning the $50. dhpeople were rational
agents, they should have offered to pay betweerl®2d $45 for a chance to
win. Instead, the subjects were willing to pay o#l6. This is the curse of
uncertainty. It makes every possibility seem lggzealing.

The example above shows how even a little unceytaina simple gift certificate situation can
cause humans to make non-optimal decisions. Claatyseame behavior over to the complex and
uncertain nature of the financial markets and yau understand why the markets don’t always
perform as one may expect.

Unless human behavior changes, we won't suddenhyitiio rational human beings.
Consequently, we should expect financial marketsctiasionally confound the best laid plans.

Weekly Focus — Thinking About Our Friends in Japan

"Frightening beyond belief. | have no wordsJapanese earthquake survivor

* The Standard & Poor's 500 (S&P 500) is an unmadagoup of securities considered to be
representative of the stock market in general.

* The DJ Global ex US is an unmanaged group of dd-securities designed to reflect the performance
of the global equity securities that have readilgilable prices.

* Gold represents the London afternoon gold priee$ reported by the London Bullion Market
Association.

* The DJ Commodity Index is designed to be a hidigyid and diversified benchmark for the commodity
futures market. The Index is composed of futuregrects on 19 physical commodities and was launched
on July 14, 1998.



* The 10-year Treasury Note represents debt owetidynited States Treasury to the public. Sinee th
U.S. Government is seen as a risk-free borroweesitors use the 10-year Treasury Note as a benkhmar
for the long-term bond market.

* The DJ Equity All REIT TR Index measures the tatturn performance of the equity subcategoryhef t
Real Estate Investment Trust (REIT) industry aswudated by Dow Jones.

* The Dow Jones Industrial Average is a price-wiaghindex of 30 actively traded blue-chip stocks.

* The NASDAQ Composite Index is an unmanaged, maneighted index of all over-the-counter
common stocks traded on the National AssociaticdBemfurities Dealers Automated Quotation System.

*Yahoo! Finance is the source for any referencthéoperformance of an index between two specific
periods.

* Opinions expressed are subject to change withotite and are not intended as investment advite or
predict future performance.

* Consult your financial professional before makany investment decision.
* You cannot invest directly in an index.

* Past performance does not guarantee future ee:s it
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