Market Comment Economic Highlights for the week ended April 1, 2011

Economic Week In Review: Jobs Up, Other Signals Mixed

Vanguard 4/1 — Two closely watched gauges of the labor market—the unemployment rate and nonfarm
payrolls—registered better-than-expected readings for March, indicating the economic recovery is gaining
momentum. By contrast, other reports hinted at signs of weakness. For the week ended April 1, the S&P 500
Index rose 1.4% to 1,332 (for a year-to-date total return of about 6.4%). The yield of the 10-year U.S. Treasury
note decreased 1 basis point to 3.45% (for a year-to-date increase of 15 basis points).

Employment Situation — March: The jobless rate drops to a two-year low

Vanguard 4/1 - The unemployment rate for March dipped to 8.8% from 8.9% in February—a level last seen in
March 2009—while nonfarm payrolls increased in March by 216,000. The job figures were among the latest
indicating that the economic recovery is gaining momentum. The job gains came from the private sector,
especially in the business/professional, healthcare, and leisure/hospitality arenas. The public sector continued to
shed jobs as states and local governments struggled with the financial aftermath of the Great Recession.

Econoday 4/1 - By major sectors, job gains were seen in both goods-producing and service-providing sectors.
Goods-producing jobs advanced 31,000, following a 73,000 boost in February. For the latest month,
manufacturing jobs grew 17,000 after a 32,000 gain in February. However, construction employment dipped
1,000, following a 37,000 boost the prior month. Private service-providing jobs increased 199,000 after a 167,000
rise in February. Government jobs fell 14,000, following a 46,000 drop in February.

Barclays 4/1 — For the second consecutive month, the household survey took a similar tone to the payroll report
with the unemployment rate falling one-tenth to 8.8%. This reflected an increase in household employment of
291k, a decline in unemployment of 131k, and a 160k increase in the civilian labor force. Elsewhere, average
hourly earnings were flat on the month and the work week was revised up to 34.3 in February and held that level
in March.

On a trend basis labor market conditions continue to improve at a moderate pace and the strength in services
payroll growth is an encouraging sign that job creation is becoming firmly entrenched. A second consecutive
month of strong services payroll growth provides further evidence that the weakness in the January report was
mainly due to weather-related effects as opposed to a loss of momentum. Looking beyond labor market
conditions, we also characterize this report as indicating that the softness in incoming data during the first quarter
is likely to be transitory in nature and not reflective of a change in the overall trajectory of the recovery.

Personal Income And Outlays — February: Spending Jumps But Rising Prices Take A Toll

Vanguard 3/28 - Consumer spending accelerated in February, rising 0.7%—more than double the January rate—
the largest increase since October. Spending rose even as the growth in personal income slowed from its sharp
uptick in January, when it got a one-time boost from a program to reduce Social Security taxes in 2011. Real
disposable personal income, which is adjusted for inflation and current taxes, was pinched by rising food and gas
prices and declined 0.1%.
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AFP EconWatch 4/4 - Wage income grew 0.3% for the 3rd consecutive month. Spending jumped 0.7%, its
biggest increase since September. Durable goods spending grew 1.6% while that for non-durable goods was up
1.4% (the latter reflecting higher food and gas prices). The savings rate dropped from 6.1% to 5.8%. Personal
income grew 5.1% year-to-year during which spending increased 4.1%. The core PCE deflator—a measure of
inflation—grew 0.2%.

Barclays 3/28 - On the inflation side, the headline PCE price index was up 0.9% m/m and the core 0.2%. On a
yly basis the latter was up to 0.9%. All in all, despite the stimulus boost to incomes in January and solid gains in
nominal expenditure the rise in consumer prices in recent months mean that real consumer spending has slowed
in the first two months of Q1 relative to Q4.

ADP Employment Change — March: ADP Private Payrolls Up 201k

Barclays 3/30 - ADP private payrolls rose 201k in March, just under February's revised gain of 208k. Small and
medium firm payroll growth remained strong, with increases of 102k and 82k, respectively. Large firms added
17k jobs. While a touch softer than February's, this is a strong report that indicates continued momentum in the
pace of labor market recovery.

Consumer Confidence - March

Vanguard 3/29 - The Conference Board's index of consumer confidence fell sharply in March, to 63.4, after
climbing to a three-year high of 72.0 one month earlier. Driving the decline was a plunge in consumer
expectations about future conditions, especially among younger survey respondents. Consumers' views of future
business conditions deteriorated the most, followed by a more pessimistic outlook about the job market,
incomes, and inflation. By contrast, consumers felt better about current business conditions, although this was
tempered somewhat by their assessment of the current job market. Buying plans fell sharply.
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Pending Home Sales — January

Econoday 3/28 - Up 2.1% to 90.8, the pending home sales index moved higher in February following two prior
months of sizable declines. February's gain would have been higher if not for a steep decline in the Northeast
which the National Association of Realtors says may be weather related.

The NAR sees sales of existing homes, which have gotten off to a slow start this year, picking up steam to an
annual rate of 5.268 million for a solid 7.4% annual gain.

Barclays 3/28 - Looking at the geographical distribution, the increase was broad-based as three of the regions
reported increases. This is the first increase in pending home sales after two months of decline indicates that
some of the recent weakness in existing and new homes sales may be related to temporary weather-related
disturbances. Overall, the level of the seasonally adjusted index at 90.8 remains well above the lows reached
after the expiration of government stimulus in the middle of last year and we continue to read the m/m volatility
as consistent with a stabilization of housing market activity, albeit at depressed levels.
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Case-Shiller 20-city Index - January

Barclays 3/29 - The S&P / Case-Shiller composite 20-city home price index fell 0.2% m/m in January following
the -0.4% decline in December. While this is the seventh consecutive monthly decline in the series, the monthly
declines in November through January are more modest than those between August and October of last year,
suggesting that the weakness in home prices following the expiration of government stimulus last summer is
waning. On a y/y basis, the headline index fell 3.1% in January, down from the -2.4% observed in December,
and the -1.7% in November. We expect the share of distressed properties to gradually decline over the course of
the year and some of the downward pressure on home prices nationally should be offset by increased housing
demand from an improving job market.

Econoday 3/29 - A little more than half of the 20 cities sampled show continuing monthly declines. Year-on-year,
declines for Phoenix, Detroit, Portland, Minneapolis and Chicago are in the high single digits. These data, which
are three-month averages, aren't reason for optimism but shouldn't deepen pessimism.

Chicago PMI — March: Chicago PMI Remains Strong In March

Barclays 3/31 - The Chicago Purchasing Managers Index slipped to 70.6 in March from its 22-year high of 71.2
in February. The employment index jumped to 65.6 from 59.8 (the highest since 1983) and the order backlog
index surged to 69.6 from 61.8 (the highest since 1974). Outside the five weighted components of the headline
index, inventories increased modestly to 60.5 from 60.2, and the prices paid index rose to 83.4 from 81.2.

Despite a modest decline from February's cyclical high in the headline index, this report signals that Chicago-
area businesses continue to grow at a robust pace reminiscent of previous strong recoveries. The new high in
the employment index is particularly encouraging, as it indicates firms' confidence in the durability of the
expansion.

Factory Orders — February: US Factory Orders Disappoint In February

Vanguard 3/31 - New orders for durable and nondurable manufactured goods declined 0.1% in February after
three straight monthly gains and in contrast to the 0.5% growth that was expected. Nondurable orders increased,
but orders for durable goods declined 0.6%. Shipments of durable goods rose, unfilled orders increased, and
inventories rose for the 10th month in a row. Analysts noted that the data, which are often substantially revised,
didn't seem to be in sync with other economic reports that suggested a stronger level of business activity.

Econoday 3/31 - Factory activity couldn't extend the robust pace of January and December, slipping back 0.1%
for new orders and slowing to plus 0.3% for shipments. But inventories continued to build, up 0.8%, as did
backlogs up 0.5%.

New orders for non-durable goods rose 0.3% reflecting a 1.5% boost in petroleum and coal in a gain that reflects
cost pass through from supplier to customer. Durable orders, showing month-to-month weakness through a wide
stretch of categories, were down 0.6% in the month.

The great factory strength in January, up 3.3% for total new orders in a two-tenths upward revision, made for a
tough comparison for February. Still, anecdotal data on February led by the ISM's manufacturing report pointed
to increasing rates of growth in the month, not the dip ultimately reported.

ISM Index — March: Manufacturing growth, still on solid ground, weakens a bit

Vanguard 4/1 — The monthly gauge of manufacturing activity issued by the Institute for Supply Management
(ISM) edged lower in March, to 61.2 from 61.4 a month before. Analysts had expected an increase and noted
that factory production is expected to slow. Nevertheless, ISM also reported that its index has been above 60 for
three straight months (a reading above 50 indicates general manufacturing-sector expansion) and that the
various indexes that compose its gauge "remain at very positive levels and signal strong growth" during the first
quarter of the year. At the same time, manufacturers expressed "significant" concerns about the impact of rising
commodities prices on their profit margins.

Barclays 4/1 - The ISM manufacturing index remains at its highest level since 2004. The five equally weighted
components of the headline index were largely offsetting. Despite the small decline in the headline, we
characterize this as a fairly strong report that corroborates the recent strength in the regional manufacturing
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indices. The employment index, although below its reading in February - which was the highest reading since
1973 - reaffirms the durability of recent strength in manufacturing payrolls.

Construction Spending - February

Econoday 4/1 - The construction sector remains back in contraction. Overall construction outlays declined 1.4%
after falling a revised 1.8% in January. The February drop was led by a 3.7% decline in private residential
outlays, following a 3.6% rise the prior month. Private nonresidential construction spending edged up 0.9%.
Public outlays declined 1.3% after a 0.5% dip the previous month. Atypically severe winter weather likely
weighed on construction activity. On a year-ago basis, overall construction outlays improved to minus 6.8% in
February from down 8.3% in January.

Unemployment Insurance Weekly Claims Report — Week Ended March 26

Press Release 3/31 (excerpt) - In the week ending March 26, the advance figure for seasonally adjusted initial
claims was 388,000, a decrease of 6,000 from the previous week's revised figure of 394,000. The 4-week
moving average was 394,250, a increase of 3,250 from the previous week's revised average of 391,000.

The advance seasonally adjusted insured unemployment rate was 3.0% for the week ending March 19,
unchanged from the prior week's unrevised rate of 3.0%.

The advance number for seasonally adjusted insured unemployment during the week ending March 19 was
3,714,000, a decrease of 51,000 from the preceding week's revised level of 3,765,000. The 4-week moving
average was 3,765,250, a decrease of 32,750 from the preceding week's revised average of 3,798,000.

WEEK ENDING March 26 March 19 Change March 12  Prior Year
Initial Claims (Seasonally Adj)[ 388,000 | 394,000 | -6,000 ][ 390,000 ][ 452,000 |
4-Wk Moving Average (SA)[ 394,250 | 391,000 |[ 3,250 || 388,500 |[ 459,500 ]

Barclays 3/31 — The level of revised initial claims, on average, are about 5k above the previous data on a weekly
basis. We characterize the revisions to initial claims data as minor, and they do not alter our view that labor
market conditions continue to improve at a modest pace.

Fed Watch: Fed To Hold First Regular News Conference April 27

Press Release - Federal Reserve Chairman Ben Bernanke will begin holding quarterly news conferences,
beginning April 27. The Fed said it will hold a news briefing in the afternoon after each two-day meeting of the
Fed’'s monetary policy committee. Those meetings, held four times a year, focus on the Fed’s economic
projections for the coming years.

The Economic Week Ahead: April 4 — April 8, 2011

Vanguard 4/1 - ISM's service-sector index, to be released on Tuesday, will fill out the picture of March business
activity that started with the publication this past week of its manufacturing-sector index. Also on tap: the minutes
of the Federal Open Market Committee's March 15 meeting (Tuesday) and the Fed's latest report on consumer
credit (Thursday).

This Week’s U.S. Economic Calendar Source: Briefing.com

Release Briefing.com Consensus Prior
Apr 05 10:00 ISM Services Mar 59.0 59.5 59.7
Apr 05 14:00 Fed Minutes Mar 15
Apr 07 08:30 Initial Claims 04/02 400K 388K 388K
Apr 07 08:30 Continuing Claims 03/26 3700K 3700K 3714K
Apr 07 15:00 Consumer Credit Feb $2.0B $3.6B $5.0B
Apr 08 10:00 Wholesale Inventories Feb 0.5% 1.0% 1.1%
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