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Capital Markets Summary
For the Month Ended April 30, 2010

The calm before the storm? Sailor folklore says there is an eerie feeling of peace just before bad weather
commences. The relentless rise from the February lows continued into mid-April until, calmly marching
upwards. US equities weathered the European debt storm for months until credit rating agencies finally
cut debt ratings on Greece and Portugal in late April. Previous commentaries mentioned the
differentiation markets continue making between the fiscally strong sovereign debt and currencies (selected
developed and many emerging markets), and those that are weak (such as the PIIGS - Portugal, Ireland,
Italy, Greece, and Spain). This is an ongoing theme with global implications. Despite this, April proved a
positive month, especially for small caps. Value outperformed growth across market capitalizations during
the month and year-to-date. Cyclical sectors performed well, led by energy and consumer discretionary, up
4% and 6%, respectively. Healthcare and consumer staples were laggards, down 4% and 1%.

Emerging market equities continued a third straight month of outperformance against developed markets.
Much of the outperformance was due to currency effects as EM currencies rallied agianst the US dollar,
while the Yen, Euro, & Pound (among others) fell against it. Making headlines was China's policy
tightening, including hikes on minimum down-payments and restrictions on mortgage applications to cool

its real estate market. Australia increased taxes on mining companies, taking advantage of the rapid rise in

gold.

Commodities were up broadly, led by gains in coal and silver. REITs continued the advance from the
previous twelve months. Hedge funds posted gains across strategies, led by event driven, distressed, and
long/short equities.

Worries about a rapid rise in yield at the beginning of the month was all for naught as safe haven flows went into US
Treasuries due to worries abroad. The ten-year Treasury traded in the low 4% range before ending the month at
3.69%. The front end of the curve also rallied with the two-year moving from 1.02% to 0.97%. High yield rallied to
the tightest spread in two years, even with record debt issuance. Global bonds sold off in the flight to quality. Even
with concerns about state and local deficits, municipals performed well.

IMSCI indices returns are in US dollars. Hedge Fund of Funds is the HFRI Fund of Funds Composite *Morgan Stanley Research
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