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Despite valid reasons for caution and 
skepticism, the bulls overcame the 
bears during the first quarter as the 

stock market enjoyed its fourth consecutive 
quarter of gains. The fixed income market 
also ignored some fundamental concerns 
and posted another positive quarter.

Equity Markets
From mid-January through early February, 
the stock market sputtered downward 
amid concerns over China’s apparent halt-
ing of its stimulus program, the spread-
ing of Greece’s debt problem to other 
European economies, and uncertainty in 
Washington over the fate of health care 
and bank regulation legislation. The 
market surged back over the balance of 
the quarter as some of these concerns 
subsided and investors focused on con-
tinued stronger US corporate earnings 
and further signs of economic recovery. 
Manufacturing has expanded for eight 
straight months and recent employment 
reports showed mildly encouraging trends. 
                                  
For the quarter, the Wilshire 5000 broad 
market index rose 6.0%. In its best first 
quarter since 1998, the S&P 500 large cap 
index rose 5.4%, although, while up 74% 
from its 2009 low, it is still 25% below its 
October 2007 high. Continuing the trend 
of riskier lower quality stocks outperform-
ing their more established counterparts, 

the Russell 2000 small cap index rose 8.9%. 
The technology-laden NASDAQ Composite 
index rose 5.7%. Value outperformed 
growth by about 2% during the quarter.

Among the S&P 500’s sectors, industri-
als (+12.5%) and financials (+10.8%) per-
formed the best while telecom (-5.7%) and 
utilities (-4.6%) were laggards. Among 
the Dow industrials, Boeing (+34%), 
General Electric (+20%) and Bank of 
America (+19%) led the winners while 
Verizon (-6%), ATT&T (-8%), and Alcoa 
(-12%) were the worst of the losers.

The US was among the best performing 
markets as debt and deficit concerns roiled 
European markets and several fast grow-
ing emerging markets began to rein in 
their economic growth. The MSCI-EAFE 
Index rose 0.9%. Reflecting the effect of 
the US dollar’s strength, the index’s return 
in local currency was 4.3%. The MSCI-
Emerging Markets index rose only 2.4%.

Fixed Income
Reacting to the same concerns that affected 
the stock market, the bond market also 
suffered a brief setback during the quar-
ter as investors stepped back from riskier 
assets but it similarly rebounded and fin-
ished March on a strong note. Issuance 
of both corporate and high yield debt 
was very strong but so was demand. 

Reflecting the government’s huge financial 
needs, Treasury issuance was also heavy. 
Interest rates on the 10-year Treasury 
note, while rising at month-end, were 
still virtually unchanged for the quarter 
at 3.83%. Spreads between investment 
grade and high yield corporate bonds 
both narrowed slightly further versus 
Treasuries over the course of the quarter.

Overhanging all markets was concern over 
whether the US economic recovery would 
continue even with the winding down of 
many of the government’s stimulus pro-
grams and if, when, and to what extent 
US interest rates would rise as a result of 
economic firming and the withdrawal of 
governmental support of the credit market.

Other Asset Classes
Publicly traded real estate investment trusts 
rose about 10% for the quarter while the 
NCREIF index of private property invest-
ment was expected to show its seventh 
consecutive month of quarterly decline. 
Composite hedge fund returns were slightly 
positive as the industry began to see healthy 
asset growth again. The sputtering IPO mar-
ket was continuing to keep a lid on private 
equity returns although actual performance 
will vary according to specific partnerships. 
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TOTAL RETURNS | FIRST QUARTER, 2010

INDEX  FIRST

QUARTER 

2010

TRAILING 

TWELVE 

MONTHS

US EQUITY MARKET

Dow Jones Industrial Avg. + 4.82% + 46.93%

Standard & Poor’s 500 (Large Cap) + 5.39% + 49.77%

NASDAQ Composite + 5.70% + 56.90%

Wilshire 5000 (Broad Market) + 6.04% + 52.12%

Standard & Poor’s Mid-Cap 400 + 9.09% + 64.07%

Russell 2000 (Small Cap.) + 8.85%  + 62.76%

GROWTH VS. VALUE

Russell 1000 (Large Cap) Growth + 4.65% + 50.50%

Russell 1000 (Large Cap) Value + 6.78% + 54.46%

Russell Midcap Growth + 7.67% + 63.00%

Russell Midcap Value + 9.61% + 72.41%

Russell 2000 Growth + 7.61% + 60.32%

Russell 2000 Value + 10.02% + 65.07%

INTERNATIONAL EQUITY

M.S.C.I. - E.A.F.E. + 0.87% + 54.44%

M.S.C.I. - Emerging Markets 
+ 2.40% + 81.08%

FIXED INCOME

Lehman Brothers Aggregate Index + 1.78% + 7.69%

Merrill Lynch High Yield Index + 4.85% + 55.67%

REAL ESTATE

NAREIT - Equity Real Estate Investment Trusts  + 10.02% + 106.68%

HEDGE FUNDS

HFR Fund-Weighted Composite Index  + 2.56% + 22.64%


