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Capital Markets
Lasting Scars? 
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As we reflect on the events of the past few years, it’s safe to say that the experience of 
living through periods of extreme uncertainty and volatility can also leave deep wounds.    
While those wounds may be healing along with the economy, there will undoubtedly be 
scars that remain.  We expect that investors may find themselves scarred after 
experiencing the pain of a severe bear market, the second in just the last 10 years.  For 
some, these scars may take the form of increased risk aversion.  Within the business
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Domestic equities rallied in Febru
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Fixed income markets generally performed positively 
the exception of Treasury 
rities (TIPS).  Real yields rose 
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Risk assets in general w
alternatives were no ex

ere positive for the month, and 
ception.  Commodities 

rebounded from January’s decline but remain down for 
the year by nearly 4%.  Solid returns in precious metals 
contributed to February’s gain, as inflation and longer-
term U.S. Dollar worries persisted.  REITs nearly 
recovered their January losses with a return of over 
5%.  REIT valuations have been supported along with 
other risk assets for some time now on the back of an 
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improvement in the credit markets and appealing 
yields.  We believe that the potential for further 
disruptions within commercial real estate remains 
elevated in the near term.  Therefore, we continue to 
maintain a cautious outlook for this asset class.  
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While GDP grew strongly in the fourth quarter, 
consumer spending growth slowed to a 1.7% 
annualized pace.  Consumer confidence reached a 10-
month low in February, as evidenced by The 
Conference Board’s Consumer Confidence Survey®.  
Until the employment situation transitions from 
comparative stability to meaningful job creation, 

pessimism among consumers is expected to persist, 
also keeping spending levels constrained.   

Source: PMFA, BEA, The Conference Board 

Headline inflation indicators were up during the month 
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 Period Ending January 2010

Index  
 One-Month %  One-Year % 

Change  Change  
 All Items  

 CPI  0.3% 2.6% 
 PPI  1.4% 5.0% 
 PCE   0.2% 2.1% 

 All Items Excluding Food and Energy  
 Core CPI 0.0% 1.6% 
 Core PPI 0.3% 1.0% 
 Core PCE 0.0% 1.4% 

Source: PMFA, BEA, Bureau o

In the near term, we c
remain muted assiste
U.S. Dollar.  H

f Labor Statistics (BLS) 

ontinue to expect inflation to 
d by the recent strength in the 

igh unemployment continues to constrain 
wage-driven price increases; productivity gains and 
limited job creation suggest that a meaningful pickup in 
wage rates is unlikely in the near term.  We expect the 
excessive slack that remains in the economy should 
keep inflation at bay until we see substantial 
improvement in labor market conditions and much 
tighter production capacity constraints.  
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Source: PMFA, BEA, BLS 
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The Treasury
as a result of

 yield curve flattened slightly in February 
 generally rising short-term yields and 

onth Treasury 
 ending the month at 

0.13%.  The 10-year Treasury yield slipped further in 
February, ending the month down two basis points at 
3.6%.

EMPLOYMENT 
February unemployment beat expectations, remaining 
unchanged at 9.7% in February.  While many 

forecasters predicted the harsh winter weather to have 
a negative impact on the unemployment rate, that 
prediction was not realized.  Nonfarm payrolls fell by 
36,000 in February, well below the decline of 68,000 
predicted by economists.  While evidence continues to 

s are stabilizing, there is 
 job creation is 

seem to be a necessary step to 
f confidence and spur both 

 a sustained increase in 
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Source: PMFA, BLS 
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Gratuitously Unnecessary Perspective of the 
Month 

hips  

chips are America’s number one snack food, so 
eir own national holiday on 

 14. How much do American’s love potato chips?   

l, Americans were projected to 
sp  million on potato chips for Super 
Bowl Sunday 2010. That’s one day! 

Looks like the old slogan “Betcha can’t eat just one” was 
a masterpiece of understatement. 

Sources:  www.comcast.net & 
www.holidayinsights.com 
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Past performance does not guarantee future results. All investments include risk and have the potential for loss as 
well as gain.  

Data sources for peer group comparisons, returns, and standard statistical data are provided by the sources 
referenced and are based on data obtained from recognized statistical services or other sources believed to be 
reliable. However, some or all information has not been verified prior to the analysis, and we do not make any 
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