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INVESTMENT REVIEW

Market Review
2019 proved to be the
best year since 2013,
capping the best 10-year
period since 1999.

What a great year! Returns for 2019 were very strong
across most asset classes. The total return on the S&P 500
was 31.5%, the MSCI EAFE Index was up 22% and even
bonds got in the act with the Barclays High Yield and
Municipal Bond Indices up 14.3% and 7.5%, respectively.
After a softening in the economy during the year, global
Central Banks came to the rescue, cutting rates and
injecting liquidity, which helped revive markets with close
to 10% equity returns in the fourth quarter.
2019 also capped the strongest 10 year period since 1999.
Interestingly, returns for the 10 years ending 2019 versus
those of the prior 10 year period ending in 2009 offer
some nice insights into volatility of returns, diversification
and expected returns based upon valuations.
Asset Class

2000 – 2009* 2010 – 2019* 2000 – 2019*

S&P 500 Index

-1.0

13.6

6.1

MSCI EAFE Index

1.6

5.5

3.5

MSCI Emerging Markets (IMI)

9.1

3.6

6.3

High Yield Bonds

6.3

7.6

7.0

Municipal Bonds

5.8

4.3

5.0
* annualized %

First, by breaking the last 20 year returns into separate
decades, it is easy to see how volatile equity returns are
compared to bonds. You may have earned about the same
return in equities as bonds, but the path travelled was
more harrowing. Investors had to have the nerve to stick
with their asset allocation and rebalance back into equities
after basically zero returns for a decade in order to capture
the significant performance of the next decade. Secondly,

the uncorrelated returns between stocks and bonds noted
above is the essence of the theory of diversification. Longterm, one invests sizeable allocations to equities for capital
appreciation purposes, but you also want a decent helping
of bonds when markets get tough. The combination of
both (an investors mix will be determined by their longterm goals, liquidity needs and risk tolerance) provides a
better opportunity to achieve objectives with less
volatility. Lastly, the twenty year period from 2000 to 2019
is an abject lesson in the importance of valuation. As you
may recall, 1999 was the top of the tech bubble, with
equities sporting some of the highest valuations metrics
(P/E, P/S, etc.) in history. If the price you pay for
something is higher than normal, then the long-term
return you can expect will probably be below normal. This
was the primary reason annual stock returns for the period
were well below the 80-year historical average of 10%.
The converse is what happened with bonds: prices for
bonds in 1999 were relatively attractive (6% yields!),
enabling an investor to achieve decent long-term returns.
OK, so what does the previous history lesson have to do
with today and the future? If we apply what we have
learned we would expect to stay diversified and be
rewarded by an allocation to non-U.S. equities, which have
been the recent underperformer. They also seem to be
starting the year with better valuations. Conversely, bonds
are pricey, with lower yields, so we may be entering a
period of below average returns in the space. This
presents a bit of a conundrum, given bonds usually provide
the safe haven and steady (low volatility) performance
(Continued next page …)
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Market Review
that anchors portfolios. We discuss these issues and
impact on client asset allocation in the following
pages, but in a nutshell, long-term strategic targets
seem to be the right targets, but the returns
available to portfolios from the markets may be
lower than normal.
In general, the economic expansion that has been in
place for over 10 years looks to continue. This will
most likely lead to a rebound in earnings, which in
2019 were somewhat recessionary in nature. The
consumer remains strong, trade risk has stabilized,
BREXIT uncertainty has waned, and interest rates
and inflation remain low. This outlook, in our
opinion, is currently priced into the market, and
probably influenced the strong fourth quarter
returns. Therefore, it would take an extraordinary
surprise in the data to achieve another year of
outsized returns. We are starting 2020 with lower
interest rates and higher valuations than in 2019.
Given multiple expansion (prices went higher and
earnings stayed flat so the price to earnings multiple
expanded) drove recent equity returns, a contraction
of that multiple even as earnings rise is not out of
the question. This would lead to below normal
returns in equities. With bond yields starting near
2%, we are likely to see low-single digit returns in
this space too.

Market Returns %
Q1

Q2

Q3

Q4

YTD

S&P 500

13.6

4.3

1.7

9.1

31.5

Russell 1000

14.0

4.2

1.4

9.0

31.4

Russell Midcap

16.5

4.1

0.5

7.0

30.5

Russell 2000

14.6

2.1

-2.4

9.9

25.5

MSCI EAFE

10.2

3.9

-1.0

8.2

22.8

MSCI ACWI ex US IMI

10.5

2.9

-1.6

9.2

22.2

MSCI Emerging Markets

9.9

0.7

-4.1

11.7

18.6

MSCI Japan

7.5

1.0

3.4

7.5

20.6

Barclays Municipal 1-10Y Index

2.2

1.6

0.8

0.9

5.6

Barclays High Yield Municipal Index

3.8

2.7

2.8

0.9

10.7

Barclays U.S. Corporate High Yield

7.3

2.5

1.3

2.6

14.3

JPM EMBI Global

6.6

3.8

1.3

2.1

14.4

32.4

-2.8

-7.5

12.9

34.5

-14.4

-11.4

-2.1

-11.8

-34.4

U.S. REITs

15.9

1.0

7.4

-1.1

24.3

MLPs

16.8

0.1

-5.1

-4.2

6.3

U.S. Equity Markets

International Equity Markets

Fixed Income Markets

Commodities
Oil
Natural Gas
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U.S. Equities
Best Year Since 2013!

Highlights

Thanks to a mix of favorable economic data and easing trade tensions, the
S&P 500 finished off the quarter up
9.1%, having broken 3,200 for the
first time; a fitting end to the strongest year markets have seen since
2013 – the S&P 500 Index rallied
31.5% during the year.

•

Though President Trump’s impeachment dominated
headlines in the fourth quarter, the event left
almost no lasting impression on markets. The
potential for President Trump’s articles of
impeachment passing in the Senate is considered to
be almost nonexistent with the current Republican
majority.

•

The Federal Reserve acted in line with expectations
and cut rates for the third time in 2019. The
economy currently shows no need for further
stimulus and it was no surprise to investors when
Federal Reserve Chairman Powell indicated that this
would likely be the last rate cut for the foreseeable
future.

•

Markets reacted favorably toward the end of this
quarter as trade tensions eased, with reports of

Source: Bloomberg
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•

Technology and Healthcare were the top two
sectors this quarter, each returning 14.4%;
Technology stocks reaped the benefit of easing
trade tensions. Real Estate posted the only negative
return, at -0.5%.

•

Growth edged out value across the capitalization
spectrum once again this quarter, with small-cap
growth being the top performer, returning 11.4%,
while small-cap value returned 8.5%. Large-cap
growth returned 10.6%, while its value counterpart
returned 7.4%. Mid-caps were the weakest
performers, with growth and value returning 8.2%
and 6.3%, respectively.

U.S. Sector Returns

Return (%)

Return (%)

Returns by Market Capitalization

President Trump and President Xi of China reaching
a Phase One trade deal to be signed January 15th.

Source: Bloomberg
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International Equities
Brexit news boosts international
returns!

•

In the United Kingdom, Prime Minister Boris
Johnson has found the backing he needed, with
December’s general election resulting in the
appointment of a Conservative majority. Without
the constraints of Parliamentary deadlock
regarding Brexit, the chances of Johnson being
able to meet his January 31st deadline are all but
assured (although the exit transition will go

through the end of 2020). Markets reacted in
tune, with the FTSE 100 up 10.8% this quarter.
•

Sweden gained 14.0% in the fourth quarter as its
Central Bank, the Riksbank, wavered on its
hawkish stance toward economic policy and
opted to not increase rates to 0% as they had
originally intended. Germany’s DAX Index was up
9.6% after narrowly missing a technical recession
in the third quarter.

•

From a sector perspective, Information
Technology and Healthcare were the leading two
sectors, at 15.4% and 12.5%, respectively. As less
headline sensitive sectors lagged behind this
quarter, Consumer Staples was the worst
performing, returning 3.5%.

International Ex US Sector Returns

Country Index returns

Return (%)

•

November 1st was a momentous day for the ECB
as it marked both the day that Mario Draghi
finished his term as President, to be succeeded by
Christine Lagarde, as well as the beginning of the
next round of quantitative easing, at a rate of 20
billion euros per month. The ECB is expected to
continue to hold its current policies steady as
inflationary pressures have abated for now.

Return (%)

International markets ended the
fourth quarter on a high note, with
the MSCI EAFE up 8.2%, boosted by
the political change in the UK and the
resounding effects of the ECB’s massive stimulus package announced in
September.

Highlights

Source: Bloomberg
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Emerging Market Equities
Trade war resolution reverberates throughout emerging
markets
Emerging markets closed out 2019
with their strongest quarter of the
year, up 11.7%, beating out both international and U.S. equities as falling
trade tensions and widespread economic policy shifts reverberated
throughout the emerging markets.

Source: Bloomberg

6

(in USD)

•

•

President Trump and President Xi of China reached
a Phase One trade deal in December, with an
immediate impact being seen in China’s stock
market, which rallied 7.8% in the fourth quarter
while Hong Kong’s Hang Seng Index responded in
kind, up 9.1%. Despite fierce protest continuing to
plague Hong Kong, the region’s economic success
remains heavily tied to the state of China’s trade
relations with the U.S.
The top performer by far was Argentina, with the
MERVAL Index up 37.8% on the back of investor
hope that fresh leadership in the form of newly
elected populist President Alberto Fernandez
would be able to get the Argentinian debt crisis
under control. Fernandez took the reins from
former President Macri as his continuing inability

to make headway with the country’s debt resulted
in mounting dissention amongst supporters.
•

Rate cuts influenced returns across emerging
markets, with Russia decreasing its interest rate 75
basis points and its markets consequently gaining
18.1%. Brazil saw a similar impact upon slashing
interest rates 100 basis points during the fourth
quarter, moving stock prices higher by 14.5%.

•

Strong returns were shown across multiple sectors,
with Technology (+18.7%), Real Estate (+17.7%),
and Consumer Discretionary (+16.6%) leading the
charge. As sectors more sensitive to trade and rate
cuts bounded forward, more defensive sectors,
such as Consumer Staples, up just 2.4%, were left
behind.

Emerging Markets Sector Returns

Return (%)

Return (%)

Country Returns

Highlights

Source: Bloomberg
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Fixed Income
U.S. Treasury Yield Curve
The U.S. yield curve was inverted going into the fourth quarter, reflecting increasing recessionary fears. However, yields rose significantly as economic data stabilized, the Fed cut rates and recessionary fears abated.
Yield (%)

Highlights
•

Source: Bloomberg

Global Aggregated
Negative Yield Debt

Market Value (Trillions)

•

•

The U.S. 10-year Treasury had a whirlwind
fourth quarter, starting the quarter at 1.68%,
0.2% below the 3-month yield. By quarter end,
the U.S. 10-year Treasury finished at 1.88% while
the 3-month yield declined to 1.57%. Most of
these moves were thanks to back-to-back rate
cuts by the Federal reserve, which impact
shorter-duration bonds, and the stabilization of
growth, which impacts long-duration bonds like
10-year Treasuries. By the end of the quarter,
the curve had steepened by over 0.51%. Despite
the moves, U.S. Treasuries only declined 0.8% in
the fourth quarter and returned a solid 6.9% for
the year.
Dollar denominated emerging market debt
returned 2.1% in the fourth quarter and 14.4% in
2019. A weaker U.S. dollar in the fourth quarter
proved to be a tailwind as did risk-on sentiment
following easing of trade tensions and an easing
Federal Reserve.
The market value of bonds with negative yields
peaked at $17 trillion in August and declined to
$11.6 trillion as weakness in global economic
data subsided and monetary policies remained

easy. If growth improves globally, yields should
move higher, reducing the amount of negative
yielding debt and making fixed income markets
slightly more attractive .
•

Municipal debt rallied throughout 2019 as
limited supply, high demand and solid
fundamentals continued to push prices higher.
However, taxable municipal debt returned
11.5% in 2019, outpacing the 7.5% tax-exempt
return. Given low rates and tax rules on prerefunded bonds, some municipalities have found
the taxable market a cheaper way to obtain
financing. High-yield municipal debt also
participated in the rally with a 10.7% return in
2019 as higher yields and almost non-existent
defaults attract investors.

•

U.S. high-yield corporate debt returned 2.6% in
the fourth quarter and 14.3% in 2019 as easy
monetary policy and reach for yield added to
demand tailwinds. Most of the return was
concentrated in BB (highest quality high yield
bonds) and B-rated bonds, as CCC rated bonds
saw credit deterioration through out the year.

Source: Bloomberg
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Commodities
Commodity Returns

Strong commodity returns were difficult to capture through the public
equity markets

Return (%)

Despite oil prices rallying 36%, energy stocks and MLP returns were much more
muted. The S&P Energy Index gained just 12% in 2019 while MLPs only provided
a 6% return to investors.

Highlights
•

Source: Bloomberg

Shale Natural Gas Production

•
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Oil prices rallied into year-end on a planned cut
in OPEC (Organization of the Petroleum
Exporting Countries) production as well as
improved hopes of a trade deal between the
U.S. and China. Oil gained 13% during the fourth
quarter to end 2019 at $61.10/barrel, a 35% gain
for the year. Despite rising tensions in the
Middle East at the start of 2020, the price of oil
is expected to remain range-bound due to
increased U.S. production. The influence of the
OPEC-member countries is now much
diminished given the rising output of the U.S.;
September marked the first month since records
began in 1949 that the U.S. exported more oil
than it imported. The U.S. Energy Information
Administration (EIA) continues to forecast softer
oil prices in 2020, with an average price of $55
predicted.
Natural gas prices remained weak and averaged
$2.57 during 2019, down $0.60 from the
previous year. Natural gas pricing fell to a 3-year
low on the back of record U.S. production;
production was so great in the West Texas

Permian shale basin during the summer that
producers were forced to pay shippers to take
the gas! The chart to the left illustrates the
massive increase in natural gas from shale
production over the past decade.
•

MLPs (U.S. energy infrastructure) lost 4.2%
during the recent quarter to end the year up
6.3%, a disappointing return relative to broader
equity markets. We believe a positive rerating of
this asset class could be forthcoming. See
Refocusing Real Assets on page 11 for a more indepth commentary on MLPs.

•

Global real estate market returns advanced
during the fourth quarter, with only one
exception: U.S. REITs returned –1.1%. However,
during the calendar year, U.S. REITs posted a
return of 24.3%. The FTSE Developed Asia Index
rebounded from losses in the previous quarter
posting a positive return of 2.0%, and the FTSE
Developed Europe Index posted a strong return
of 12.2% for the quarter.
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U.S. Economy
Highlights
Recession fears faded as the U.S. economy remained
resilient.
•

•

Despite recession fears throughout the year, the
U.S. economy remains well on its way to another
year of over 2% growth. Third quarter growth was
reported as 2.1% while the Atlanta Fed is
estimating fourth quarter growth at 2.3%.
Stabilization in manufacturing and strong
consumer data continue to make the U.S. economy
the prized economy of developed markets.
Manufacturing struggled in 2019, which drove
concerns of an impending U.S. recession. However,
with the U.S. economy is being 70% service driven,
a weaker manufacturing environment no longer
presages a recession. Regardless, manufacturing

data looks to have bottomed out and is now ticking
up as trade uncertainty abates and as inventories
are drawn down.
•

We mentioned last quarter that the consumer is
the catalyst for growth and it warrants repeating.
Easy monetary policy and fiscal stimulus will
provide a floor for economic growth. Consumer
spending rose 4.7% in 2019, in-line with its longterm average, but has been below average since
the Global Financial Crisis. High consumer
confidence and easy financial conditions are
tailwinds that can support above average spending,
keeping growth on solid footing.

•

The housing market bears watching as weaker data
drove concerns throughout the year. However,

•

The Federal Reserve (Fed) cut rates for the third
time (in October) in 2019, following a spate of
weaker economic data. Since the rate cut,
economic data has stabilized and markets have
rallied. The Fed has made clear they will do what it
takes to keep the economic expansion going, thus
the U.S. economy will have the tailwind of easy
monetary policy for the foreseeable future.

Housing Remains Stable

Percentage

Consumer Spending Has Room to Improve

over the past five years as the economy has
improved, housing has remained within long-term
trends (and still does today).

Source: Bloomberg
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International Economy
Highlights
The global economy is improving but investors need
to carefully select the best opportunities; active
management should be rewarded.
•

International economies continue to present a
mixed opportunity set. While economic growth in
the world ex. US is expected to exceed the U.S. in
2020, there is a high degree of dispersion; Europe
remains in a manufacturing recession, Japan’s
economy is suffering from higher tax rates, and the
U.K will continue to be mired in BREXIT uncertainty
for yet another year. The brightest spot in global
growth remains Emerging Asia with both China and
India likely to generate economic growth
exceeding 5% this year.

•

After a trade-impacted 2019, the Emerging
Markets are set to benefit from tailwinds in 2020.
The group will gain from the easier monetary and
fiscal policies that have been implemented across
the globe over the past year, and further fiscal and
monetary policy easing is possible in many
emerging market countries due to their low
inflation rates. Additionally, it appears likely that
trade war fears will diminish in this U.S. election
year; this will provide a boost to global trade and,
in particular, emerging market exports. The growth
of the emerging market middle class consumer
provides a structural tailwind to those economies
(see chart).

•

International equities continue to trade at a
discount to U.S. We have previously discussed that
there are some solid reasons for this discount to
continue, the primary one being that the U.S.
market has a higher share of leading technology
companies. Goldman Sachs* estimates that, based
on fundamentals, European markets should trade
at a 28-37% discount to U.S. market valuations;
thus, the current 42% valuation discount is not
wildly attractive. Offering greater attraction are
Emerging Market equities which trade at a
discount to European valuations and offer greater
upside potential should the trade war détente
continue.
* Room to Grow, ISG, January 2020

Growth of the Middle Class

Emerging Markets: P/E Discount vs Europe

Percent of total population

MSCI EM P/E discount/premium vs Stoxx 600 based on fwd earnings

Source: J.P. Morgan Asset Management: Brookings Institute, Middle Class is defined as $3,600-$36,000 annual per capita income in purchasing
power parity terms. Historical and forecast figures come from the Brookings Development. Aid and Governance Indicators—Guide to the
Markets, U.S. Data are as of December 31, 2019.
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Source: Eye on the Market Outlook 2020, J.P. Morgan Private Bank, Datastream, IBES, J.P. Morgan Asset Management. Dec 27, 2019.
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Refocusing Real Assets
Our Thoughts
Positioning to benefit from a recovery in MLP
valuations.

MLPs have returned -6.1% per annum compared to
the S&P 500’s 11.7% annual return.

During the second half of 2019, we sold out of
natural resources and global real estate positions in
the Real Assets Fund, concentrating the Fund’s
investment solely into MLPs (Master Limited
Partnerships). MLPs are mid-stream energy
infrastructure companies that build and operate
pipelines and storage facilities. As we progress
through 2020, we expect that MLPs will provide an
attractive capital and income return; the benchmark
Alerian MLP Index currently offers a tax-advantaged
yield of 8.8% with MLPs generating distributable cash
-flows of 11-13%.

The energy renaissance in the U.S. is resulting in
strong production growth and an increased demand
for mid-stream infrastructure – getting the oil and
natural gas from the well-head to the consumer. The
U.S. Energy Information Agency (EIA) reports that
natural gas production increased by 10% to hit a
record in 2019, driven in part by LNG exports.
Natural gas production in 2020 is expected to grow
by at least 3%. while oil production is expected to
increase nearly 8%.

MLPs lost 4.2% during the recent quarter to end the
year up 6.3%, a disappointing return relative to
broader equity markets. Over the past five years,

The poor relative performance in recent years comes
despite 80% of MLPs in the Alerian MLP Index either
growing or maintaining their distribution yields. MLP
fundamentals are now much stronger with improved
leverage ratios, less reliance on equity market
funding, as well as stronger distribution coverage
ratios. As the chart below (right) shows, MLPs appear
to be significantly mispriced based on the income
yield that they offer relative to other asset classes.

The MLP industry has seen increased interest from
private equity buyers, and these buyers are paying
significant premiums to public equity market
valuations. The chart below (left) illustrates the
valuation gap between public and private equity MLP

Midstream EV/EBITDA
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valuations. Higher private equity valuations should
eventually have a positive impact on public market
valuations.

Source: Midstream Dislocation, Blackstone Harvest, 11/2019; “Public EV/EBITDA” – Wells Fargo “Midstream Monthly” MLP EV/EBITDA multiple;
“Private Buy Multiples” – transactions where $100 MM+ and complete interest were exchanged, multiples based on sell side research notes and
company disclosure; “Public-Entity Build Multiples” - company disclosures of project build multiples; “Private Buy Multiples” and “Public-Entity Build
Multiples” shown for the last eight quarters. Please note that certain exceptions may be made to the criteria noted herein, or as to whether to
include or exclude a particular transaction from the graphic above based on, among other factors, whether a transaction is considered to be an
outlier or material. Thus, this graphic could be viewed as selective with respect to the transactions presented. As of 9/30/2019.

MLP Equity Yield is Attractive

Source: Midstream Dislocation, Blackstone Harvest, 11/2019; Bloomberg as of 11/12/2019. Notes: MLP debt yield based on selection of investment-grade bonds to best approximate maturity nearest to, but not exceeding, ten years; REIT/Utility debt yields are based on Bloomberg
sector 10-year yield curves; equity yields and DCF yields are based on the market-capitalization-weighted investment-grade MLP universe, the
NAREIT equity REIT constituents, and the Dow Jones Utilities average.
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Emerging Market Tailwinds
Our Thoughts
Emerging markets had a strong 2019 by most
measures with a 18.6% return but significantly
underperformed U.S. markets by 13% and
international developed markets by 4%. Emerging
markets faced numerous headwinds in 2019 with a
stronger U.S. dollar, trade concerns, currency
deterioration and under-investment. However, even
though emerging markets have trailed U.S. markets
by 9% over the last 10 years, fundamentals and
technicals paint a different picture.
Emerging markets have been under-invested since
the great financial crisis and even just the past three
years show a dismal allocation picture (chart).
Investors concerns about a slowdown in China’s
growth rate has had a contagion effect with general
under-allocations to emerging markets. China is a

major trading partner to emerging nations but
domestic fundamentals now play a bigger role than
even five years ago.
Growth expectations for developed markets is 2% or
below matching the theme of “slow, stable growth”
while emerging market nations have expectations for
4-6%. Many emerging market countries have made
reforms to lessen their dependency on U.S. dollar
funding, build financial reserves, modernize their
economies and diversify away from a reliance on
commodities. The rising middle class consumer is
leading to attractive domestic opportunities.
With generally low inflation rates, emerging market
central banks have more room to cut rates to
support growth if it slows.

Overall, emerging markets should benefit from
technical and fundamental tailwinds. High trade
uncertainty has calmed amid the U.S.-China trade
détente and weaker economic data seems to have
found its bottom globally. These advantages warrant
an investment allocation to take advantage of the
benefits of an under-invested, higher growth story.

Growth Expectations

Billions

Under Allocation to Emerging Markets

Stronger domestic growth can also lead to greater
profit margins. U.S. companies have been at peak
margins for years and continuation of maintaining
peak margins relies on cost cutting, right when U.S.
companies need to spend to maintain these margins.
Going forward, U.S. equity returns will rely heavily on
margin expansion to justify the elevated valuations
while emerging market equities have ample room to
improve margins and multiples.

Source: Bloomberg
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Tactical Asset Allocation
Market Street Growth Strategy
ASSET CLASS
CASH
INVESTMENT GRADE BONDS
Municipal Bonds
HIGH YIELD DEBT
High Yield Municipal Bonds
High Yield Corporate Bonds
Emerging Market Debt
HEDGED ASSETS
Long/Short Equity
Distressed Credit

NEGATIVE

Fourth Quarter 2019

NEUTRAL

POSITIVE
Allocations to cash and to high quality municipal bonds are broadly neutral.
Municipal bonds continue to be supported by favorable supply and demand
dynamics but returns will be dependent on both the direction of yields and the
continued inflow of money by investors; a rotation into equities this year could
dampen demand for municipals bonds.
Portfolios are neutrally allocated to high yield credit. While high yield municipal
bonds are unlikely to repeat 2019’s solid performance, their underlying
fundamentals and investor demand remain supportive. We are also maintaining
tactical allocations to Emerging Market Debt and Closed End investment grade
bond funds.
Having added exposure last year, portfolios remain at neutral allocations. Hedge
funds provide access to diversifying and less correlated strategies and can also
provide some protection if markets sell-off. Additionally, their flexible mandates
allow them to move quickly to undervalued sectors if dislocations occur.

EQUITIES
U.S. Equities - Large Cap
U.S. Equities - Small Cap
Developed Market Equities
Emerging Market Equities

The likely resolution (at least temporarily) of the US-China trade war, coupled with
a more positive outlook for global growth amid renewed monetary and fiscal policy
stimulus, leaves us more constructive on equities. Having reduced exposure last
spring, we added back to international equity allocations during the fourth quarter.
Within International Equities, our focus is on gaining additional emerging market
exposure, particularly to the Emerging Asia consumer theme. Market Street’s
private equity program provides attractive exposures that cannot be obtained in
the public markets.

Private Equity
REAL ASSETS

MLPs
Global Real Estate/REITs

We have reduced exposure to Real Assets. We remain proponents of MLPs (U.S.
energy infrastructure) as we believe they offer compelling valuations but have sold
out of natural resource stocks and real estate; the Real Assets Fund is solely
positioned to benefit from a potential re-rating of the MLP market.

Natural Resources/Energy
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Robert J. White, CFA, CFP®
Director of Investments
Ross Miller, CFA
Senior Investment Analyst
Amy R. Sydlansky
Project Manager

This presentation has been prepared by Market Street Trust Company. The
views expressed herein represent opinions of Market Street and are presented
for informational purposes only. They are not intended to be a recommendation
or investment advice and do not take into account the individual financial
circumstances or objectives of the investor who receives it.
Certain statements included in this presentation constitute forward looking
statements. Forward looking statements are not facts but reflect current
thinking regarding future events or results. These forward statements are
subject to risks that may result in actual results being materially different from
current expectations.

Past performance (before and after taxes) does not guarantee future
performance. There is no assurance that Market Street Trust Company funds
will achieve their investment objectives, or that they will or are likely to achieve
results comparable to those shown herein, or will make any profit, or will be
able to avoid incurring losses. Exposure to foreign currencies may cause

additional fluctuation in the value of any investment. Each investor must assess
the suitability of an investment, one’s tolerance for risk and the impact on one’s
diversification strategy. This presentation does not constitute an invitation to
buy or an offer to sell securities, or any other products or services.
This is intended as general information only. Investors in these funds may be
required to meet certain criteria under the securities laws in order to qualify.
Any discussion of U.S. tax matters is not intended and cannot be used or relied
upon for the purpose of avoiding U.S. tax-related penalties.
Please visit our website for additional information on the funds and any
investment fund updates. As always, please feel free to contact us if you would
like to learn more about our investment program.

Jim Talalas
Investment Specialist

MARKET STREET TRUST COMPANY:
Main Office:
2 International Drive, Suite 301
Portsmouth, NH 03801
800.962.6876 phone
Representative Office:
499 Park Avenue, 26th Floor
New York, New York 10022
212.400.9070 phone
www.marketstreettrust.com
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