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The global financial markets faced 
some formidable headwinds during 
the first quarter, including political 

turmoil in northern Africa and the Middle 
East and the devastating earthquake and 
tsunami in Japan. The European debt 
crisis continued to simmer as Portugal 
became the latest country in crisis. The US 
housing market showed signs of renewed 
weakness, the gaping US budget deficit 
became an increasing concern, and rising 
oil prices were a new burden on consum-
ers. The impending end of the Fed’s quan-
titative easing program created additional 
uncertainty. Nevertheless, equity markets 
withstood all these challenges and rose 
amid growing optimism that a sustained 
economic recovery is finally underway. 

For some equity indexes, it was the best 
first quarter percentage gain in twelve 
years, enabling stock prices to reach 

their highest levels in nearly three years. 
The Wilshire 5000 Broad Market Index 
was up 6.3% for the quarter. As seen 
in the accompanying table, small caps 
continued to outperform large caps. 
At quarter-end, the Russell 2000 (small 
cap) Index was only 1.6% off its 2007 
record high while the S&P 500 (large cap) 
Index, despite nearly doubling its March 
2009 low, remained about 15% below 
its peak. Among small caps, growth 
performed better than value although 
style comparisons were more even in 
large caps. Reflecting higher oil prices, 
energy stocks were the best perform-
ing sector while utility stocks lagged.

The US was able to withstand the geo-
political turmoil, natural disasters, 
and sovereign debt concerns better 
than most overseas equity markets. 
The MSCI-EAFE Index (+3.4%) and 

Emerging Markets Index (+2.1%) both 
lagged the US market. Although the 
dollar is often sought as a haven of 
safety during times of crisis, it actually 
declined about 4% amid expectations 
that US interest rates will remain low.

Interest rates remained near historic lows 
as the Fed kept short-term rates near 
zero and also kept a lid on long-term 
rates through its massive purchasing of 
Treasury debt.  The yield on the 10-year 
Treasury note rose 15 basis points to 
3.42% over the quarter. Treasury rates 
faced upward pressure as the Fed’s flood-
ing of money into the system raised fears 
of inflation but they also faced downward 
pressure as US government bonds have 
been perceived as a haven of safety dur-
ing times of geopolitical turmoil. While 
investment grade bonds generally had 
flat to slightly positive performance 
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TOTAL RETURNS | FIRST QUARTER, 2011

INDEX FIRST QUARTER  
2011

TRAILING TWELVE 
MONTHS

 US EQUITY MARKET

Dow Jones Industrial Avg. + 7.10% + 16.50%

Standard & Poor’s 500 (Large Cap) + 5.92% + 15.65%

NASDAQ Composite + 4.80% + 16.00%

Wilshire 5000 (Broad Market) + 6.27% + 17.43%

Standard & Poor’s Mid-Cap 400 + 9.36% + 26.95%

Russell 2000 (Small Cap.) + 7.94% + 25.79%

 GROWTH VS. VALUE

Russell 1000 (Large Cap) Growth + 6.03% + 18.26%

Russell 1000 (Large Cap) Value + 6.46% + 15.15%

Russell Midcap Growth + 7.85% + 26.60%

Russell Midcap Value + 7.42% + 22.26%

Russell 2000 Growth + 9.24% + 31.04% 

Russell 2000 Value + 6.60% + 20.63%

 INTERNATIONAL EQUITY

M.S.C.I. - E.A.F.E. + 3.36% + 10.42%

M.S.C.I. - Emerging Markets  + 2.05% + 18.46%

 FIXED INCOME

Barclays Capital US Aggregate Index  + 0.42% + 5.12%

Merrill Lynch High Yield Index +  3.85% + 14.14%

 REAL ESTATE

NAREIT - Equity Real Estate Investment Trusts   + 7.50% + 25.02%

 HEDGE FUNDS

        HFRI Fund-Weighted Composite + 1.44% + 9.24%

for the quarter, high yield bonds had 
an impressive return of nearly 4% as 
investors continued to seek yield under 
expectations of an improving economy. 

If the economy does continue to 
improve, stocks---which are generally 
seen as being fairly valued relative to 
earnings--- are likely to do better than 
bonds---which are fully valued in the 
context of today’s low interest rates. 

With commercial real estate continu-
ing to recover across the country, both 

publicly-traded and private real estate 
had another good quarter. Hedge funds 
continued to enjoy healthy cash inflows 
even though aggregate performance was 
only slightly positive for the quarter. 
Although the IPO market is still strug-
gling to regain its healthy pace of past 
years, the steady rise of equity prices 
should result in healthy returns for most 
private equity and venture partnerships. 

While the fighting in Libya spurred 
oil prices to rise nearly 17% during 
the quarter, other commodities were 

mixed. Gold ended the quarter at 
another record high although it rose 
only 1.3% over the three months.

On April 1, an encouraging employ-
ment report for March, indicating the 
lowest unemployment rate in two years, 
appeared to give validation to the mar-
kets’ more optimistic tone. Although 
there was no shortage of uncertainty 
ahead, including the possibility of a 
federal government shutdown, the sec-
ond quarter began on a hopeful note. 


