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Disclaimer 
 
The content and materials contained herein were prepared by VTL Associates, LLC (“VTL”) 
and are directed only to the client for whom they were produced. This report was created by 
utilizing and relying upon data, charts, news content, and information from various sources 
which may include Bloomberg Professional service, Wilshire® Cooperative, Ryan Labs, and 
Zephyr StyleADVISOR. VTL assumes no responsibility, financial or otherwise, for the 
accuracy and completeness of such data, charts, news content, and information contained in 
this report, or for the accuracy and reliability of the software utilized in creating the report. 
   
Evaluations, observations, opinions, strategies, estimates, projections, graphic illustrations, 
and commentaries are for informational purposes only and are not intended to be an offer, 
solicitation or recommendation with respect to the purchase or sale of any security or any 
class of securities, nor do they represent recommendations or advice for any particular client 
or client portfolio or fund.  Past results are not indicative of future performance.   
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Disclosures & Disclaimers  
 
The VTL Revenue-Weighted Large-Cap Index™ (“RWLCI™”), VTL Revenue-Weighted Mid-Cap 
Index™ (“RWMCI™”), and VTL Revenue-Weighted Small-Cap Index™ (“RWSCI™”) (collectively, 
“RW Indices™” or “TIGERS”) are hypothetical equity indices developed by VTL Associates, LLC 
(“VTL”). The historical returns contained in this report for the RW Indices™ are hypothetical 
and do not represent actual returns for any client account or portfolio.  
 
The hypothetical performance studies contained in this report were conducted for the periods ranging 
from January 3, 1995 through September 23, 2005 for the RWLCI™, and from January 2, 1998 
through September 30, 2005 for the RWMCI™ and RWSCI™.   
 
The RWLCI™, RWMCI™, and RWSCI™ are comprised of the constituent securities underlying the 
S&P 500® (“S&P 500®”), S&P MidCap 400TM (“S&P 400 TM”), and S&P SmallCap 600TM (“S&P 
600 TM”), respectively, (collectively, “S&P Indices”).  Each underlying security of the RW Indices™ 
is assigned a percentage weighting according to each corresponding company’s annualized revenue. 
The constituent securities underlying the RW Indices™ for each calendar year throughout the study 
periods are based upon those securities underlying the corresponding S&P Index as of December 31st 
of each preceding calendar year.  
 
VTL utilized Bloomberg Professional® service (“Bloomberg”) to gather all revenue data. VTL 
retained the services of Standard & Poor’s®, which was responsible for calculating daily valuations of 
the RW Indices™, with daily re-investment of dividends, throughout the study periods. VTL utilized 
Wilshire® Cooperative Service to prepare hypothetical performance measurement reports from the 
daily valuations calculated by Standard & Poor’s®.  Zephyr StyleADVISOR® was utilized to perform 
various risk-return and relative return analyses.  
 
During each calendar year throughout the study periods, the constituent securities underlying the RW 
Indices™ were adjusted by Standard & Poor’s® to reflect corporate activity among member 
companies underlying the respective S&P® indices. At the end of each calendar year, the RW 
Indices™ were reconstituted to reflect the then-current membership of each respective S&P® index 
and rebalanced to reflect changes to each corresponding company’s annualized revenues.   
 
An average of more than 97% of the securities underlying the S&P 500® were included in the 
RWLCI™ throughout the study period. An average of 98.8% of the securities underlying the S&P 
400™ were included in the RWMCI™ throughout the study period. An average of more than 98.5% 
of the securities underlying the S&P 600™ were included in the RWSCI™ index throughout the study 
period.  
 
The hypothetical historical returns contained in this report are for informational purposes only and are 
not intended to be an offer, solicitation, or recommendation with respect to the purchase or sale of any 
security or portfolio of securities, or a recommendation of the services supplied by any money 
management organization or other financial institutions.   
 
Although all underlying data, information, and software used by VTL to create the studies herein are 
believed to be reliable or derived from sources considered to be reliable, their accuracy and 
completeness cannot be assured. Therefore, VTL disclaims responsibility, financial or otherwise, 
regarding the accuracy and completeness of all underlying data, information, and software used in  
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Disclosures & Disclaimers (Continued) 
 
performing this study. However, reasonable care has been taken by VTL to ensure that the data and 
information conveyed by the studies are accurate and complete. 
 
The hypothetical historical returns depicted herein do not reflect any management fees, transaction 
costs or other expenses.  Performance for periods greater than one year is reported on an annualized 
basis. Past results are not indicative of future performance.   
 
The RWLCI™, RWMCI™, and RWSCI™ are trademarks owned by, the exclusive property of, and 
proprietary to VTL Associates, LLC. S&P shall have no liability for any errors or omissions in 
calculating the RW Indices™. 
   
“Standard & Poor’s®”, “S&P®”, “S&P 500®”, “S&P MidCap 400TM”, and “S&P SmallCap 600TM” 
are trademarks of the McGraw-Hill Companies, Inc., and have been licensed for use by VTL 
Associates, LLC in connection with the construction, maintenance, and management of VTL’s RW 
Indices™.   
 
VTL’s RW Indices™ are not sponsored, endorsed, sold or promoted by Standard & Poor’s®. Standard 
& Poor’s® makes no representation regarding the advisability of investing in VTL’s RW Indices™.  
 
© VTL Associates, LLC, 2006 All Rights Reserved. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 5



Capital Markets Overview 
 

THE U.S. ECONOMY  
                                                              3rd Qtr 2007 

 
¾ Oct. 28 (Bloomberg) -- Smaller employment gains and slower growth signal the two-

year U.S. housing slump is reverberating through the economy, economists said before 
reports this week. 

 
¾ Employers added 80,000 workers to payrolls this month following an increase of 

110,000 in September, based on the median forecast in a Bloomberg News survey of 
economists before a Nov. 2 government report. Figures two days earlier may show the 
economy expanded at a slower pace in the third quarter. 

 
¾ Manufacturers fired workers for a 16th consecutive month in October, while declines 

in subprime-mortgage lending and homebuilding led to job losses at construction 
companies and financial institutions.  

 
¾ Gains in wages and hours worked at service industries, such as health care and 

education, are giving the majority of employed Americans the means to keep 
spending, helping to prevent the economy from succumbing to the housing slump, 
economists said. 

 
¾ Gross domestic product rose at an annual rate of 3.1 percent from July through 

September,   compared with a 3.8 percent growth rate the prior quarter, according to 
economists surveyed. Consumer spending, which accounts for more than two-thirds of 
the economy, expanded at a 3.2 percent pace, more than double the second quarter's 
growth rate. 

 
¾  U.S. inventories of distillate fuel, a category that includes heating oil and diesel, fell 

as demand from wholesalers and retailers increased before the winter months, a 
Bloomberg News survey indicated. 
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Capital Markets Overview 
 

THE U.S. BOND MARKET   
    
 

                                                                                                               3rd Qtr 2007 
  

¾ A quick flight to quality was investors’ reaction to the recent credit crunch, which 
resulted in plummeting yields on U.S. Treasuries. 

 
¾ Subprime concerns caused havoc in the asset-backed commercial paper market, as 

banks and investors shied away from short-term commercial paper and sought the 
safety of Treasuries. 

 
¾ Given the challenging market environment for fixed income investors, the Fed’s 

interest rate cuts were a welcome relief. 
 
¾ The Lehman Aggregate Index returned 2.84% in the quarter; Treasuries 3.81%; 

corporates 1.82% and mortgages 2.64%. 
 
¾ The Lehman High Yield Index returned .33%, BBBs were 1.66%. 

 
¾ U.S. TIPS posted a return of 4.54% 

 
¾ Cash (3-month T-Bill) returned 1.38%. 

 
¾ Yields fell sharply during the quarter as the economy weakened, the Fed eased and the 

curve steepened. 
 
¾ Global Treasuries were the best performers as the US dollar weakened to all time 

lows. 
 
¾ An immediate side effect of the Fed’s actions was seen in the US Treasury Yield 

curve, which assumed a more positive slope by the end of the third quarter – a signal 
that investors do not see recession as an imminent threat. 
 

¾ While Treasuries were able to hold their ground, higher risk bonds (i.e. junk bonds) 
faced a sell off as fixed income investors shunned higher risk issues. 
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Capital Markets Overview 
 

THE U.S. STOCK MARKET 
                        

                                                                                                          3rd Qtr 2007 
 

¾ Domestically, large-cap growth was the winner for the quarter. 
 
¾ Growth beat value and large cap beat small cap. 

 
¾ Emerging markets once again led both domestic and developed international markets. 

 
¾ The worst sectors were consumer discretionary (-6.28%), financials (-4.17%) and 

healthcare (+1.05%). 
 
¾ The best performing sectors were energy (+9.81%), information technology (+6.30%) 

and industrials (+5.86%) 
 
¾ The S&P 500, the Dow Jones Industrial Average and the Russell 1000 all had record 

closes on July 19th. 
 

¾ Despite the turbulence investors had to ride out over the third quarter, the overall US 
stock market ended up with moderate gains once the dust had settled. 
 

¾ Despite the intra-quarter decline that took many indices down nearly 10%, the broader 
market averages closed the quarter slightly higher 
 

¾ While July and August were rough months for many stocks, the historically 
foreboding month of September provided immediate relief. 
 

¾ Small company stocks and dividend based indices (i.e. value stocks) proved laggards 
thanks in part to the weakness in financial stocks. 
 

¾ Continuing the theme we have seen for most of this year, international stock markets 
posted impressive returns. 
 

¾ Despite strength in the global market, Japan continued to struggle against other foreign 
markets. 

 
 

 


	3rd Quarter 2007
	Presented by
	Table of Contents
	
	
	
	
	U.S. Economy Overview
	Disclaimer





	Disclosures & Disclaimers
	The hypothetical historical returns contained in this report are for informational purposes only and are not intended to be an offer, solicitation, or recommendation with respect to the purchase or sale of any security or portfolio of securities, or a re

	Capital Markets Overview
	THE U.S. ECONOMY

	Capital Markets Overview
	Capital Markets Overview
	
	
	THE U.S. STOCK MARKET




