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Economy

GDP Revised Up, Economy Continues to Improve
Recent Economic Indicators
Thomson Reuters/Univ. of Michigan Consumer Sentiment

82.5

Consumer Confidence

70.4

Existing Home Sales, Monthly Change
New Home Sales, SAAR*
Personal Income, Monthly Change
Personal Consumption Expenditures, Mo Chg
Non-farm Payroll Increase/Decrease

-3.2%
444,000
-0.1%
0.3%
203,000

Unemployment Rate

7.0%

ISM Non-Manufacturing Index

53.9

ISM Manufacturing Index (PMI)

57.3

New Durable Good Orders, Monthly Change

-2.0%

Industrial Production, Monthly Change

-0.1%

Capacity Utilization
Retail Sales, Monthly Change
CPI, Monthly Change, NSA
CPI Core, Monthly Change, NSA
PPI, Monthly Change, NSA
PPI Core, Monthly Change, NSA
U.S. Trade Deficit

78.1
0.4%
-0.3%
0.2%
-0.2%
0.2%
$40.6 Bil

Q3 2013 Non-farm Productivity, Qtrly Chg

1.9%

Q3 2013 Real GDP, Quarterly Change, SAAR*

3.6%

*Seasonally Adjusted Annual Rate
Values reflect most recent data available at the time of publication.
Source: Bureau of Economic Analysis of the U.S. Department of Commerce, U.S.
Department of Labor, Federal Reserve, Thompson-Reuters University of Michigan,
Institute for Supply Management, National Association of Realtors, The Conference
Board, U.S. Census Bureau, Bloomberg.
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Overview
Third quarter GDP revision came in better than expected, pointing to
ongoing improvement in the U.S. economy. The initial GDP reading
for the quarter came in at 2.8% and was subsequently revised up to
3.6% after a second quarter figure of 2.5%. The revised 3.6% was
significantly higher than analyst’s consensus of 3.1%, but this was
mostly due to an upward revision in inventory growth estimates.
Exports, government purchases, consumer expenditures, and the
other primary elements of the GDP were not changed by more than a
few tenths of a percent.
U.S. consumer net worth increased $1.75 trillion in the third quarter to
a record level of $77.5 trillion, helped by strong stock markets and
home price appreciation. In real terms, this level exceeds a previous
peak set in 2007. Over the past year, real consumer net worth is up
9.8% which should normally provide further support for consumer
spending. However, unlike in prior recoveries, higher net worth
increases have had less of an effect on consumer spending as
consumers have become reluctant to borrow against their homes,
according to Cornerstone Macro. Any additional pick-up in consumer
spending will be positive for the economy. At the same time, the
budget deal should lift business sentiment which, coupled with recordhigh cash corporate balances, suggests that business spending will
continue to advance.
The leaders of the FOMC reaffirmed the extended low-rate policy but
made no hints to an imminent QE tapering, merely confirming that
Fed action is data dependent and any tapering will likely be
announced in the next few months.

Unemployment Rate
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Employment
The overall employment report looked strong in November with the
economy gaining 203,000 jobs, ahead of Bloomberg’s consensus of
180,000. The net revisions for the prior two months were also 8,000
higher. Moreover, private sector payrolls rose by 196,000 compared
to the forecast of 173,000. Education and health services (+40,000),
professional and business services (+35,000) and manufacturing
(+27,000) were the biggest contributors, while the finance, insurance
and real estate sector lost 3,000 jobs for the month. The
unemployment rate dropped to 7.0% from October’s 7.3% reading,
the lowest level in five years, but as has been the case during most of
the recovery this drop is partially due to a lower participation rate.
Regardless, the November jobs report is very positive and will bring
the Fed taper discussion back into investors’ focus.
Similarly, initial jobless claims declined on a weekly basis and closed
the month at 298,000, the second lowest level of the recovery.
Some outstanding factors, such as a late Thanksgiving holiday and
the reversal of skewed data during the government shutdown in
October, likely had some influence on these numbers. Excluding
seasonal factors, unemployment claims have generally been on a
clear declining path for the past 12 months, which should be
encouraging for the overall labor market and upcoming retail sales.
Housing
Both the September and October new home sales reports were
released in November due to delays stemming from the government
shutdown. New home sales dropped 6.6% in September but October
followed with a surprising 25.4% jump to a 444,000 annual rate.
Tight supply has been a major headwind for home sales and the last
month’s pick up in purchases will tighten the supply further. To the
contrary, existing home sales slipped in October by 3.2% to a 5.12
million annual rate, but are still up 6% from a year ago. Both reports
suffered from the government shutdown that delayed many closing
dates because the IRS could not perform income verification. As a
result, existing home sales will likely bounce-back in November,
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but a lack of inventory is still a large reason for recent weakness.
Meanwhile home prices continue to advance steadily this year. The
S&P Case-Shiller home price index, which measures home prices in 20
major metro areas, grew 1% in September to bring the index up
13.3% over the past year. Finally, the National Association of
Realtors reported that the pending home sales index, which consists
of contracts on existing homes, declined 0.6% in October. Higher
mortgage rates and rising home prices appear to be key factors
affecting the housing market. Nevertheless, increases in housing
permits and lumber orders indicate that housing starts are likely to
pick up in the following months.
Inflation
US consumers have seen fewer inflationary pressures in October due
to a significant decline in gasoline prices, down 2.9%. After a slight
rise in September, the seasonally adjusted headline level Consumer
Price Index (CPI) dropped 0.1%, pulled down by a 1.7% dip in the
energy index. Some elements in the CPI basket did increase but by a
very marginal amount. Year-over-year inflation is just 0.9% now,
dropping from 1.2% year-over-year in September. The Producer Price
Index (PPI), which measures price change at the producer level,
declined 0.2% at the headline level but just like the CPI increased by
the same percentage at the core level. In our opinion both CPI and
PPI trends give the Fed the flexibility to continue the monthly bond
purchase program to stimulate the economy.
Consumer Confidence and Spending
Retail sales moved up 0.4% in October after no change in September,
significantly outpacing the expected 0.1% gain. The year-over-year
number increased 3.9% from this time last year. It seems that the
government shutdown did not affect the consumer as much as many
analysts had suggested as consumers continued to spend in a healthy
manner. Auto sales were a major factor, up 1.3%. Excluding autos,
sales still gained 0.2% and the previous months were revised as well.
Strength was seen from different retail establishments while declines
came from building materials and garden equipment.
[Premier Bank Market Review
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ISM Report on Business Activity

S&P/Case-Shiller Home Price Index

Index Levels from January 2008 - November 2013
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The Conference Board’s consumer confidence index for November fell
below expectations to 70.4 from a previously revised 72.4 level.
Weaker outlook for the job market was the central reason for the
unimpressive report. Just the opposite, the Thomson
Reuters/University of Michigan consumer sentiment index moved
higher to 75.1 from a prior 72.0 level, suggesting that consumer
confidence began improving after the government shutdown ended
last month.
Business Activity
The Commerce Department reported that new orders for U.S. durable
goods dropped 2% in October. The transportation sector, led by
civilian and defense aircraft orders, accounted for almost all the
decline in October. Excluding a more volatile transportation sector,
durable goods orders hardly changed (-0.1%) from the previous
month. As indicated earlier, the anticipated recovery in home
construction is expected to boost demand for big-ticket consumer
purchases in the following months.
Industrial production contracted slightly (-0.1%) in October after a
large September increase. The manufacturing element increased 0.3%
despite the motor vehicle numbers falling 1.3%. This indicates
strength in the manufacturing sector after positive new orders reports
in the past few months. The ISM Manufacturing Index advanced
strongly to 57.3, beating an already strong 56.4 level reported in
October and consensus forecast of 55.5. The index currently stands at
its 2.5 year high, suggesting that manufacturing activity remains
exceptionally strong. As was the case last month, new orders and
export orders were main factors of the report as both came in
stronger than expected, pointing to forthcoming gains in production
activity.
Consumer Debt
Reports from the Federal Reserve in New York show that student loan
debt increased $33 billion in the third quarter of 2013, auto loans
increased $31 billion, and the consumer debt-to-GDP ratio in the U.S.
[page 4
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remained unchanged at 66.9%. Despite auto loan debt reaching a
record high in Q3, credit card debt still remains well below the peak
figures seen during the recession. This is likely a result of low interest
rates for auto loans (4.4%) and generally level rates and at times
rising rates for credit card debt (12%). Student loan debt continues to
be a major issue in the U.S. and could create headwinds for
consumers in the future. Because student loans are typically backed
by the U.S. Government there is little worry about direct effects on
the banking system. However, the impact on consumers could be
more significant if it affects their ability to save and spend. It is
difficult to see if this factor has played into consumer spending
numbers at this time, but as the problem worsens we could see ill
effects on that data.

Fixed Income

Most Major Fixed Income Markets Post Losses for the Month
Fixed Income Current Yields

11/30/2013

3 Month U.S. T-bill

0.06%

2 Year U.S. Treasury

0.28%

5 Year U.S. Treasury

1.37%

10 Year U.S. Treasury

2.75%

30 Year U.S. Treasury

3.82%

Total Returns

1 Month

YTD

Barclays U.S. Aggregate

-0.37%

-1.47%

Barclays U.S. Govt./Credit

0.00%

-0.21%

Barclays U.S. Municipal Bond

-0.21%

-2.30%

Barclays U.S. Corp. High Yield

0.53%

7.01%

Barclays U.S. Long Credit A

-1.11%

-6.81%

Barclays U.S. Treasury 20+ Year

-2.66%

-12.14%

Barclays Global Aggregate

-0.82%

-2.01%

Barclays Emerging Markets

-1.25%

-4.42%

1 Month and YTD data as of: 11/30/2013
Values reflect most recent data available at the time of publication.
Source: Morningstar, Inc., U.S. Department of the Treasury, Barclays Capital

Overview
Largely attributable to concerns regarding a tapering in the Fed’s
bond purchase program and an unexpected increase in short-term
interest rates in China, most sectors in the bond market fell for the
month, as technicals (supply versus demand) overwhelmed the
markets. The yield on the 10-year Treasury note rose as high as
2.79%, up from this year’s low of 1.63% reached on May 2.
Separately, Fed Chairman Bernanke said the labor market has shown
“meaningful improvement” since the start of the central bank’s
quantitative easing program, but also suggested short-term interest
rates will likely remain low well after their bond-buying program
ends. Even if the unemployment rate falls below the Fed’s threshold
of 6.5%, the central bank would need a “preponderance of data”
suggesting sustainable economic growth before increasing rates. At
the same time, Federal Reserve Chair nominee Janet Yellen said she
backs the central bank’s stimulus program as long as the economy is
sluggish. At the Senate Banking Committee’s hearing on Yellen’s
nomination to become the next Fed chair, she signaled no significant
changes would come about under her leadership if she were
confirmed. “It’s important not to remove support, especially when
the recovery is fragile and the tools available to monetary policy,
should the economy falter, are limited given that short-term interest
rates are at zero,” she said.
Reflecting continued concerns about U.S. economic growth, volatility
in the bond markets remain elevated. Strong price swings after the
most recent jobs report suggest investors are still undecided as to
when the Federal Reserve will begin to taper their bond-buying
program. Looking forward, market participants will also need to
factor into bond market expectations the central bank’s short-term
interest rate policy.
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High Yield Bond Spreads

10-Year Government Bond Yields

In % Points, January 2008 -November 2013

Latest Yield as of 11/31/2013
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Corporate
The investment grade corporate sector finished lower, dropping
0.20% and bringing year-to-date returns to -1.37%. With rate
volatility likely to remain elevated, managing duration exposure will
be critical in this sector going forward. Strategists are starting to
suggest that 2014 will look similar to this year for U.S. investment
grade corporate bonds, which would represent the first consecutive
annual losses for this asset class on record. These securities, on pace
to lose approximately 2.0% this year, may fall in 2014 as the threat
of rising interest rates continues to weigh on investor sentiment in
this area of the bond market. Because this is a coupon paying asset
class starting from a low yield base, many strategists feel investment
grade corporate bonds will provide little cushion against a rise in
rates. At the same time, spreads, or the difference in yields between
corporates and U.S. Treasuries, have tightened to 1.55%, down from
this year’s high of 1.83% reached in June. Against this backdrop, we
continue to recommend investors move to shorter duration bonds
and bond funds to lessen the adverse impact of rising rates.
Once again, high-yield bonds gained for the month, rising 0.53% and
bringing year-to-date returns to 7.01%. From a conceptual
perspective, many strategists feel the primary markets for high yield
and leveraged loans have become more intertwined. From 2009 to
2012, a spike in bond issuance to repay LBO era loans drove
significant increases in gross high-yield supply, leading to record
setting high-yield issuance during this period. However, recently
strong demand for loans driven by an aversion to duration risk has
caused this trend to wane. While the high yield market continues to
grow, many market participants expect an increase in leveraged loan
volumes to be a significant drag on overall high yield issuance.
Changes in guidance from regulators on leveraged lending could be a
risk to this view, but it is too early to determine the extent to which
the guidelines will lead to a change in the financing mix between
loans and secured bonds for highly leveraged credits.
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Municipals
After a rally last month, the Barclays Municipal Bond index fell
modestly in November dropping 0.21%, as market volatility remains
higher than historical norms in this sector of the market as rating
agencies have started to revise their evaluation methodologies again.
On a positive note, Illinois lawmakers recently approved a reform to
the state’s severely underfunded pension system after months of
negotiations. The plan aims to fully fund the state’s $100 billion
pension shortfall by 2044 while saving Illinois an estimated $160
billion in interest payments over 30 years. However, unions will
challenge the legislation, arguing government workers should not be
punished for decades of mismanagement and corruption by state
officials. Despite this opposition from organized labor, the proposed
legislation is an important step toward placing the state and its
pension systems, among the worst funded in the country, on a more
stable financial footing. Although the reform package passed the
legislature, final changes to pension benefits are expected to be
determined in the Supreme Court of Illinois. Strategists feel this
represents an important breakthrough in the markets, expecting the
legislation to trigger other underfunded municipalities to fast track
their reform efforts.
International
The Barclay’s Global Treasury ex-US index fell by 1.50% on an
unhedged basis, but returned 0.70% on a local currency basis,
consistent with a stronger U.S. dollar against other major currencies.
Most major country government bonds posted losses including
Canada, Germany, the United Kingdom and Australia as investors
transitioned back into safe-haven securities. However, Italian and
Spanish securities rallied significantly for the month, gaining 7.17%
and 10.79% respectively amid better than expected economic growth
in these areas.
Meanwhile, the People’s Bank of China injected a sizable sum into the
country’s money markets in an attempt to lower short-term rates
after yields surged amid comments from the central bank suggesting

Performance by Country

U.S. Treasury Yields

Unhedged Total Returns, November 2013

In % Points as of 11/31/2013
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they will continue to focus on pressuring banks and other financial
services companies to reduce leverage. Reflecting continued
concerns of systemic defaults in the Chinese financial system, yields
on 10-year treasury yields had climbed to their highest levels in nine
years, forcing even quasi-government lenders like the China
Development Bank to cancel new issuance plans and delay
investment projects. Although the PBOC failed to force deleveraging
during their last attempt in June, most strategists feel the central
bank needs to stay the course to prevent a widespread financial
system crisis.

3 MO
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From a supply perspective, tight municipality budgets combined with
onerous pension and health care obligations have led to a low level of
new supply coming to the market, despite historically low interest
rates. At the same time, demand remains robust, particularly from
retail investors who typically hold securities for long periods, which
reduces volatility. Looking forward, strategists feel current
supply/demand metrics will favorably influence the muni space over
the course of at least the next year. For investors seeking tax-free
income, we believe municipal bonds continue to offer attractive
risk/return characteristics.

Separately, the European Central Bank surprised market participants
by cutting short-term interest rates this month. ECB president Draghi
announced the main refinancing rate would drop to 0.25% from
0.50%, while, at the same time, reaffirming the central bank’s
commitment to keep interest rates at or below current levels for an
extended period of time and emphasized the bias to monetary policy
remains on the accommodative side. Draghi also said that bankfunding operations would continue to be conducted at a low fixed
rate until at least the end of the second quarter of 2015. Against this
backdrop, many strategists feel the ECB will likely pursue further
policy loosening over the coming months, which should continue to
weigh on the euro. All else equal, a weaker euro should benefit
eurozone corporate bonds going forward, particularly companies with
significant revenues derived outside of Europe.
Supply/Demand Dynamics in the Municipal Bond Market
While the basic tenet of supply and demand affects all financial
markets to some degree, it is particularly influential in the municipal
bond market, as supply can become uneven and demand relies on a
relatively narrow band of buyers. Since the muni market correction in
late 2010 and early 2011, demand for bonds in this space has been
very strong, while supply has been low to moderate. This trend, along
with an overall decline in U.S. Treasury yields, has pushed muni prices
higher and interest rates lower.
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Equities

Equity Markets Strong at Home, Weaker Overseas
1 Month

YTD

Dow Jones Industrial Average

Total Returns

3.82%

25.65%

S&P 500

3.05%

29.12%

NASDAQ Composite

3.79%

36.11%

S&P 100

3.21%

27.44%

S&P 400 MidCap

1.32%

29.50%

S&P 600 SmallCap

4.50%

39.30%

Russell 2000

4.01%

36.14%

MSCI EAFE

0.78%

21.46%

MSCI EAFE Small Cap

0.45%

26.70%

MSCI Emerging Markets

-1.45%

-0.84%

Overview
After strong returns in October, U.S. equity markets continued on an
upward path in November, setting all-time records along the way.
Investors cheered continued positive third quarter earnings reports
and the lack of news that might trigger Fed tapering before year-end.
Data from Bloomberg showed 4% earnings growth for S&P 500
companies in the third quarter of 2013, with 74% of companies
reporting earnings ahead of analysts’ consensus expectations. Over
85% of companies within the Health Care and Information
Technology sectors exceeded estimates. Utilities and
Telecommunications companies posted the lowest percentage of
earnings surprises. Growth rates by sector ranged from positive 11%
for Consumer Discretionary to a decline of 9% for the Energy sector.
Fourth quarter earnings are now projected to increase 6.7%.

1 Month and YTD data as of: 11/30/2013
Values reflect most recent data available at the time of publication.
Source: Morningstar, Inc.

The total return in November for both the Dow Jones Industrial
Average and the NASDAQ composite index was 3.8%. The Dow index
closed out the month at 16,086.41, the first time above the 16,000
level. The NASDAQ Composite Index ended November at 4,059.89,
its highest level in thirteen years, finishing the month at 1,805.81. The
S&P 500 Index was 3.1% higher compared to the end of October.
Year to date through the end of November, the indices returned
25.6%, 36.1 %, and 29.1%, respectively.
The holiday shopping season started even earlier than usual as many
more stores chose to open their doors on Thanksgiving Day.
ShopperTrak reported only a 2.3% increase in Thursday and Friday
sales, the weakest since 2009, but online e-commerce sales were said
to be very strong, up 15-20% over last year.

[page 8 Premier Bank Market Review]

S&P 500 Sector Breakdown

S&P 500 Sector Performance by Market Capitalization

Month-End Percentages

One Month Return As of 11/30/2013
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Domestic Equity
The strongest S&P sectors in November were Health Care (+4.7%),
Financials (+4.6%) and Information Technology (+4.0%). Biogen Idec
(+19.2%) won protection for its multiple sclerosis drug in Europe,
while several positive analyst reports helped propel Cigna up 13.6%
last month. Within Financials, Bank of America (+13.2%) and JP
Morgan (+11.0%) were both strong. CME Group (+10.4%) announced
it will raise transaction fees in 2014, its first significant fee increase
since 2009. Both Telecom Services (-2.6%) and Utilities (-1.9%)
posted negative returns, while the Energy sector was up only 0.9%.
Investors took profits in telecom stocks after 9% returns in October.
Through the first eleven months of the year, Health Care (+40.3%),
Consumer Discretionary (+39.8%), and Industrials (+34.9%) were the
top performers. Trailing far behind, but still posting positive returns,
were Telecomm Services (+11.7%), Utilities (+12.2%) and Materials
(+19.8%). Stocks that hit all-time highs at the end of November
included US Bancorp, American Express, Macy's and Express Scripts.

International Equity
International equity indices were mixed in November. The MSCI EAFE
Index of developed markets was slightly positive, returning 0.8% in
U.S. dollar terms. The country index in Germany (+4.3%) led all major
developed markets, while Japan posted a 1.5% return and the UK was
up 1.0%. Data from Germany showed consumer confidence rose to
the highest level in more than six years, aided by a robust jobs market
and solid income expectations. Germany’s forward-looking GfK
consumer confidence indicator for December came in at 7.4, up from
7.1 in November and beating expectations, indicating the possibility
of a strong holiday season in Germany. Through the first eleven
months of 2013, the developed markets index posted a positive
return of 21.5%. Returns were highest through November month end
in Finland (+45.9%) and Ireland (+42.8%). Of the major stock market
indices, Germany (+28.8%) has been the strongest, followed by Japan
(+26.3%) and France (+25.5%). The UK (+17.5%) has continued to lag
the index.

According to Standard & Poor’s, small cap equities outperformed
both large cap and mid cap equities last month. The Small Cap 600
Index had a return of 4.5%, better than the S&P 500 Index return of
3.1% and significantly better than both the S&P MidCap 400 Index
return of only 1.3%. Year to date through the end of November, small
cap equities (+40.9%) continued to outperform both mid cap
(+29.5%) and large cap (+29.1%).

The MSCI Index for Emerging Markets declined 1.5% in November
after two strong months. China's 4.9% return was not enough to
offset negative returns in the country indices in Brazil (-6.6%), Russia
(-5.1%), and India (-3.4%). China announced economic reforms last
month that are projected to pave the way for sweeping changes in
the world's second-biggest economy as it attempts to move away
from investment-led growth to a consumption-driven economy.
Stocks in Brazil were weak on concern the country’s economy remains
stalled and amid speculation government deficits will lead to a
reduced credit rating. News at the end of November that the Indian
economy grew faster than expected in the third quarter was not
enough to offset declines earlier in the month. Slowing growth,
coupled with a recovery in developed markets, has made India a less
attractive option for foreign investors.

Growth stocks outperformed value stocks across the market
capitalization spectrum last month, likely due to the higher
allocations to Health Care and IT in growth indices. Small cap growth
stocks posted the strongest returns year to date (+40.9%) through
the end of October, while large cap growth equities lagged (+29.0%).
The S&P 600 Small Cap Growth Index has a very small percentage of
energy, telecomm services, and utilities stocks compared to the other
indices.
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Alternative Investments

REITs & Commodities Slip in November; Hedge Funds Continue Rising
1 Month

YTD

Dow Jones UBS Commodity Index

Price Change

-0.38%

-9.72%

Oil

-3.88%

0.78%

Copper

-2.66%

-10.92%

Gold

-5.54%

-25.38%

Total Return
NAREIT-All Equity REITs

-4.87%

2.26%

NAREIT-Industrial/Office

-5.38%

5.20%

NAREIT-Residential

-5.58%

-6.50%

S&P Global Property Ex-US

-2.44%

5.13%

HFRI Fund Wtd Comp. Index

1.03%

8.31%

HFRI Equity Market Neutral

0.87%

12.94%

HFRI Merger Arbitrage

0.23%

4.16%

HFRI Short Bias

-1.34%

-15.87%

1 Month and YTD data as of: 11/30/2013
Values reflect most recent data available at the time of publication.
Source: Morningstar, Inc.

Commodities
The DJ UBS Commodity Index fell a modest 0.80% in November to
mark a -10.63% return year-to-date. This is the third consecutive
losing month for the total return index and the spot price index,
which did not fare much better at -0.38% on the month. Positive U.S.
economic data contributed to weakness in the commodity market as
a whole, especially as tapering discussions resurfaced in the headlines.
The disconnect between the total return index and the spot index
represents a roll yield loss, meaning futures contracts are trading
higher than current contracts even as commodity base prices as a
whole declined. This does indicate higher expected prices, albeit
minimally, which is something we have not seen in a meaningful way
this year.
WTI crude prices fell for the third consecutive month as tensions in
the Middle East have subsided from American headlines. Conflicts in
Syria, Libya, Egypt, and Iran have all been less of an influence on oil
prices as major events in these countries have become less of a
talking point for news outlets, and therefore less of a supposed
influence on supply around the world. Furthermore, American
economic data has been strong, U.S. production is at its highest level
in nearly 25 years, and stockpiles have risen each of the past 10
weeks. These effects have given the oil market no significant shock
over the past few months and no clear reason to move upward.
Gold prices fell over 5% in November, marking the eighth monthly
decline in 2013. Gold is now down 25.80% and silver down 33.72%
on the year. Strong U.S. economic news and a stronger U.S. dollar
continue to put downward pressure on precious metals prices.
Despite some slight setbacks in economic data, the trend has
certainly been positive, which likely will further depreciate gold and
silver markets. Industrial metals fell nearly 5% in November as well,
pushing that subsector of the commodity index down 17.66% so far
this year.
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REIT Sector Performance As of 11/30/2013

Commodity Sector Returns as of 11/30/2013
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Hedge Funds
Hedge funds extended their gains on the year last month, with
positive contributions across all strategy areas, led by Equity Hedge,
as the HFRI Fund Weighted Composite Index posted its 11th gain in
the past 13 months. According to Hedge Fund Research (HFR), the
HFRI Fund Weighted Composite Index gained 1.0% in November, the
third consecutive monthly gain, bringing year-to-date performance to
8.3%. Equity Hedge funds led industry gains for November, as the
HFRI Equity Hedge Index rose 1.2%, bringing gains to 12.9% this year.
Equity Hedge strategies are on pace for their best calendar year since
climbing nearly 25% in 2009. The HFRI Emerging Markets Index
posted mixed performance, dropping 0.2% for November, with gains
in Emerging Asia and the Middle East partially offsetting declines in
Russia and Latin America. Event Driven funds also had a strong
November, as shareholder activism continued to drive performance
across the strategy. The HFRI Event Driven Index gained 0.9% last
month and is now up 11% year to date.
Almost six years after the financial crisis, the world’s hedge funds
have finally recovered their lost assets. Hedge fund industry assets hit
a new record last month, totaling $1.97 trillion, according to
Eurekahedge. That figure surpasses the previous record of $1.95
trillion set in June 2008, as the crisis really began to hit the industry.
Hedge funds would go on to lose an average of 20% that year, but
have since posted steady returns.
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REITs
November was a disappointing month for real estate investment
trusts, as the industry saw all its gains from the previous month
disappear. The total returns of the FTSE NAREIT All REIT Index
dropped by 4.41% last month, bringing year-to-date performance to
2.35%. The FTSE NAREIT All Equity REIT Index also lost almost 5% in
November, while the S&P 500 gained around 3%. It was much of the
same when breaking it down by property sector and subsector, with
every sector losing ground in November. Retail REITs, composed of
Shopping Centers and Regional Malls, lost 3.31% last month.
Residential REITs, made up of Apartments and Manufactured Homes,
fell 5.58% in November. The hardest hit sector was Health Care
REITs, which lost 10.26% last month, bringing year-to-date
performance to -5.01%. Self Storage REITs weren’t far behind, falling
9.09% in November, but still up 9.92% on the year. This market
behavior was largely out of step with trends seen the rest of the year
for these REITs, as the health care and self storage sectors haven
been, respectively, one of the weakest performing sectors and one of
the strongest performing sectors. Lodging/Resort REITs managed to
withstand the blow of November, only losing 0.36%, by far the best
performing sector so far this year, up 23.14%.
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