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Market Update – March 2011

Employment and Manufacturing

● The positive momentum in job growth continues with broad 
gains across many industries. 

● The recent decline in the unemployment rate to 8.9% is likely to
slow if discouraged workers re-enter the job market. 

Unemployment Rate vs. Nonfarm Payrolls

Source: Bloomberg as of February 28, 2011
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• Manufacturing activity remains at a healthy pace.   

• Tax-related stimulus will likely be supportive of business 
spending and continued strength in the manufacturing 
sector.

Industrial Production 

Source: Bloomberg as of February 28, 2011

-15

-10

-5

0

5

10

15

Fe
b-

89
Fe

b-
90

Fe
b-

91
Fe

b-
92

Fe
b-

93
Fe

b-
94

Fe
b-

95
Fe

b-
96

Fe
b-

97
Fe

b-
98

Fe
b-

99
Fe

b-
00

Fe
b-

01
Fe

b-
02

Fe
b-

03
Fe

b-
04

Fe
b-

05
Fe

b-
06

Fe
b-

07
Fe

b-
08

Fe
b-

09
Fe

b-
10

Fe
b-

11

0

10

20

30

40

50

60

70

Industrial Production NAPM



Page 3

Market Update – March 2011

Inflation and Growth

• The trend in core inflation appears to be bottoming out. 

• With the downturn in housing and home ownership, more 
renters in the market put upward pressure on rents which 
eventually feeds into core inflation.

Inflation

Source: Bloomberg as of February 28, 2011
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• Companies remain well positioned with lots of cash 
liquidity. 

• Corporate profits are also supported by a boost to growth 
with the tax-related stimulus. 

Corporate Profits & GDP Growth

Source: Bloomberg as of February 28, 2011
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Consumer Wealth and Confidence

Confidence and Retail Sales

Source: Bloomberg as of February 28, 2011
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• Tax cuts over the next two years are a boost to 
discretionary income.

• However, the recent rise in oil and gas prices, if sustained, 
will likely reduce discretionary spending. 

• Rising tensions in the Middle East and disruption to oil 
production will likely dampen growth prospects and 
limit the upside to equity prices.

• Housing fundamentals remain weak as inventories are 
high and demand is soft. 

Housing and Equity Prices

Source: Bloomberg as of February 28, 2011
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Government Bond Yields and Global Bond Yields

US Treasury Yields

Source: Bloomberg as of February 28, 2011
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• Treasury yields rose as economic news continues to be 
strong. 

• Given the backup in rates, investors do not appear to be 
overly concerned that geopolitical risks will escalate into a 
flight to Treasuries. 

• Higher interest rates in the weaker peripheral countries 
persist. 

• Rising funding costs and significant refinancing needs are 
driving spreads wider relative to core Europe.

Global Bond Yields

Source: Bloomberg as of February 28, 2011
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Agency/MBS Spreads and 5 Year Muni/US Treasury Ratio

Agency and MBS Spreads

Source: Barclays as of February 28, 2011
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• The combination of very low municipal bond issuance and a 
good demand resulted in a sharp decline in municipal yields 
relative to Treasuries.

• Agencies and mortgages outperformed as investors 
continue to reach for incremental yield over Treasuries.

5 Year Muni/US Treasury Ratio

Source: Bloomberg as of February 28, 2011

LT Average = 87.5%

50%

75%

100%

125%

150%

175%

200%

De
c-0

1

De
c-0

2

De
c-0

3

De
c-0

4

De
c-0

5

De
c-0

6

De
c-0

7

De
c-0

8

De
c-0

9

De
c-1

0

Yi
eld

 to
 M

at
ur

ity
 (%

)



Page 7

Market Update – March 2011

Credit Risk Premiums 

Corporate Bond Spreads

Source: Barclays as of February 28, 2011
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• Against the backdrop of sustained economic growth, 
investment grade and high yield corporate bonds 
outperformed.

• ABS and CMBS outperformed Treasuries. The technical 
conditions remain positive for CMBS given negative net 
supply.

ABS and CMBS Spreads

Source: Barclays as of February 28, 2011
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Sector Returns

Bond Market Returns - Nominal
Feb '11 2011 YTD 2010 Full Yr

US Treasury -0.07% -0.10% 5.87%

US Agency 0.01% 0.16% 4.36%

US MBS - Fixed Rate 0.26% 0.30% 5.50%

CMBS 0.79% 2.69% 20.40%

   AAA 0.29% 1.35% 14.61%

  <AAA 2.03% 6.10% 36.67%

ABS -0.01% 0.63% 5.85%

Investment Grade Credit 0.72% 0.93% 8.47%

   Financials 1.07% 1.61% 9.44%

   Industrials 0.61% 0.64% 8.65%

   Utilities 0.74% 0.70% 9.20%

   Non-corporate 0.45% 0.69% 6.36%

   AAA Credit 0.02% 0.21% 5.13%

   AA Credit 0.62% 0.53% 7.10%

   A Credit 0.92% 1.06% 8.50%

   BBB Credit 0.75% 1.20% 10.03%

High Yield 1.31% 3.55% 15.12%

Emerging Markets 0.48% 0.20% 12.84%

Source: Barclays as of February 28, 2011

Bond Market Returns - Excess Over Treasuries
Feb '11 2011 YTD 2010 Full Yr

US Treasury - - -

US Agency 0.10% 0.10% 0.72%

US MBS - Fixed Rate 0.22% 0.22% 2.30%

CMBS 1.07% 2.60% 15.01%

   AAA 0.53% 1.26% 9.79%

  <AAA 2.37% 6.00% 30.09%

ABS 0.13% 0.56% 1.69%

Investment Grade Credit 0.62% 1.02% 1.92%

   Financials 1.08% 1.60% 3.26%

   Industrials 0.45% 0.76% 1.75%

   Utilities 0.48% 0.92% 1.81%

   Non-corporate 0.37% 0.74% 0.48%

   AAA Credit 0.12% 0.18% 0.64%

   AA Credit 0.52% 0.63% 0.95%

   A Credit 0.80% 1.16% 1.70%

   BBB Credit 0.61% 1.30% 3.05%

High Yield 1.44% 3.46% 9.74%

Emerging Markets 0.55% 0.28% 5.08%

Source: Barclays as of February 28, 2011
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Appendix

Disclosures
This information is not provided as a sales or advertising communication. It does not constitute investment advice. It is not an offer to sell or a solicitation of an offer to buy any security. Many factors affect 
performance including changes in market conditions and interest rates and in response to other economic, political, or financial developments. Past performance is not a guide to or indicative of future results.  Future 
returns are not guaranteed and a loss of principal may occur. This information is not intended to provide specific advice, recommendations or projected returns of any particular Standish Mellon Asset Management 
Company LLC (“Standish”) product. Some information contained herein has been obtained from third party sources and has not been verified by Standish. Standish makes no representations as to the accuracy or 
the completeness of any of the information herein.
The enclosed material is confidential and not to be reproduced or redistributed without the prior written consent of Standish.  Any statements of opinion constitute only current opinions of Standish, which are subject 
to change and which Standish does not undertake to update.  Views expressed are subject to change rapidly as market and economic conditions dictate. Portfolio composition is also subject to change.
As of July 1, 2007, Mellon Financial Corporation and The Bank of New York Company, Inc. merged into a newly created entity, The Bank of New York Mellon Corporation. BNY Mellon Asset Management is the 
umbrella organization for The Bank of New York Mellon Corporation’s affiliated investment management firms and global distribution companies.
To derive Ten Largest Holdings, Characteristics, Economic Sector Weightings, Country Weightings and Portfolio Holdings for presentation purposes, the portfolio manager uses the market value weighted based on 
the total market value of the entire portfolio. 
This portfolio data should not be relied upon as a complete listing of the Portfolio’s holdings (or top holdings) as information on particular holdings may be withheld if it is in the client’s best interest to do so.  Portfolio 
holdings are subject to change without notice and may not represent current or future portfolio composition.  The portfolio date is “as of” the date indicated.
There is no assurance that any securities discussed herein will remain in an account’s portfolio at the time you receive this report or that securities sold have not been repurchased.  The securities discussed do not 
represent an account’s entire portfolio and in the aggregate may represent only a small percentage of an account’s portfolio holdings.
It should not be assumed that any of the securities transactions or holdings discussed were or will prove to be profitable, or that the investment recommendations or decisions we make in the future will be profitable 
or will equal the investment performance of the securities discussed herein.
The allocation distribution and actual percentages may vary from time-to-time.  The types of investments presented in the allocation chart will not always have the same comparable risks and returns. The actual 
performance of the portfolio will depend on the Investment Manager’s ability to identify and access appropriate investments, and balance assets to maximize return while minimizing its risk.  The actual investments in 
the portfolio may or may not be the same or in the same proportion as those shown above.
These benchmarks are broad-based indices which are used for illustrative purposes only and have been selected as they are well known and are easily recognizable by investors.  Comparisons to benchmarks have 
limitations because benchmarks have volatility and other material characteristics that may differ from the portfolio.  For example, investments made for the portfolio may differ significantly in terms of security holdings, 
industry weightings and asset allocation from those of the benchmark.  Accordingly, investment results and volatility of the portfolio may differ from those of the benchmark.  Also, the indices noted in this presentation 
are unmanaged, are not available for direct investment, and are not subject to management fees, transaction costs or other types of expenses that the portfolio may incur.  In addition, the performance of the indices 
reflects reinvestment of dividends and, where applicable, capital gain distributions.  Therefore, investors should carefully consider these limitations and differences when evaluating the comparative benchmark data 
performance.
The information regarding the index is included merely to show the general trends in the periods indicated and is not intended to imply that the portfolio was similar to the index in composition or risk.  




