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Second quarter equities performance by industry sector was led by energy, materials, technology,
and utilities. Materials include chemical, fertilizer, and mining com panies, which generally have
performed well during this difficult period. The financial, consumer, and industrial sectors moved

sharply lower during the second quarter, and were the primary cause of declines in the major

indexes.
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Investors in most  non -U.S. equities earned excellent returns over the last five years, however most
markets in 2008 have declined much more steeply than U.S. equities. China, Hong Kong, and
Korea , for example, are down over 20% year  -to-date, in sharp contrast to performanc e in recent
years. Brazilis the only major equity market in positive territory in 2008, largely due to the
C 0 u nt rekatbesabu ndance of basic commodities such as crude oil, coal, and iron ore.
Best Performing Foreign Equity Markets
Last 5 -years annua lized returns Year-to-date return s
Single Country Single Country
MSCI Brazil Index(SM) +54.14% MSCI Brazil Index{SM) +2.15% &
FTSE/Xinhua China 25 Index +30.58% MSCI Canada Index ¥ -2.58%
MSCI Turkey Investable Market Index +30.12% MSCI Israel Capped Investable Market Index m -3.50%
MSCI Mexico Investable Market Index +29.16% MSCI Mexico Investable Market Index m -6.37%
MSCI Chile Investable Market Index +26.32% MSCI Chile Investable Market Index - -0.23%
MSCI South Africa Index +24.26% MSCI Japan Index(SM) - -9.00%
MSCI Austria Investable Market Index +23.08% MSCI Japan Small Cap Index mm -9.53%
MSCI Canada Index +93.86% MSCI Singapore Index m -10.78%
MSCI Australia Index +22.399% MSCI Switzerland Index m -11.96%
MSCI Singapore Index +22.05% MSCI Australia Index  -13.77%
MSCI Spain Index +20.74% MSCI Taiwan Index(SM) — -15.04%
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July 2008 Outlook

U.S. economic growth and stock market performance should remainchallenged unti |l therebs
greater clarity on where the bottom lies o n home prices , and order returns to the banking system.

Home prices are the key to a turnaround, andmay habesto st i | |
fall. The national median home price from 2000 to the peak in June 2006 rose 127% , an

unsustainable 16% annual rate . This brief and overly  euphoric period, fueled by an abundance of

cheap mortgage debt,  stands in sharp contrast tothe much lower 4% long -term growth rate  in

median home prices , which is not too different from the annual inflation  rate .

Home prices nationally have declined 19% since hitting their peakin mid -2006. If one believes in

mean reversion, and we most certainly do, then how much further do home prices have to

fall?  Our estimation is that nationally , assuming a 4% long -term gro wth rate, home prices would
have to decline another 11% ,and 17% inthe metro NY region. This seems entirely  possible
given the banks return to more traditional mortgage underwriting practices and substantial excess
housing inventory that has to be worked through . The bottom appear s to be about a year in the

of fing, but this in itself provides a glimmer of cl

potential rebound from unprecedented lows in bank stock prices.
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