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The markets had a fairly non-event ending to the quarter, though there was liveliness during these three months.  Typical stock market swings saw the S&P 500 
briefly fall below its 2010 closing level before recovering to finish about flat for the quarter.  Emerging market and commodity indices had negative quarterly 

performance, while REITs, bonds and international markets posted positive returns.
 

The situations in Japan and North Africa/Middle East that were headline news in the first quarter faded, and were replaced in the second quarter by the Greek/

Euro-zone stress, rising oil prices, and questions about our domestic economic strength, as well as the U.S. budget deficit.  Some of this seemed resolved, and the 
markets had started out nicely in July, but have stumbled recently due to the same second-quarter issues. 

 
Oil prices dropped during the end of the second quarter, reducing stresses there, but a resolution of our debt ceiling and budget deficit control are still critical 

here at home.  Similar to what is happening in Western Europe, we also see a situational "resolution by crisis" occurring here shortly, because all parties know what 

the potential consequences would otherwise be (like Greece)—failure is not an option.  We are taking our domestic situation seriously with regard to our investment 
positions, but we are not attempting short-term trading for what likely will be a resolution that will be acceptable by the domestic and global markets. 

 
Regarding our domestic economic strength, we see the current situation as a soft patch within our slow recovery, and do not foresee a fall-back to a new, true 

recession.  Corporate earnings and GDP should continue to show modest gains going forward.  As a result, we continue to see stocks as reasonably priced, and 

remain aware of future rising interest rates.
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