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investments investments

EQuITY STRATEGY / 2009

fiscal year 2009 in terms of the equity market could aptly be de-
scribed as Jekyll and hyde.  the market seemed to have a split per-
sonality, with mr. hyde ruling the first six months of the fiscal year, 
and dr. Jekyll luckily taking over to finish out.  the credit crises that 
began in earnest the prior year finally peaked in the december quarter 
as the bailout package was crafted and Wall street as we knew it 
was dismantled. the flight to quality was extreme during the first two 
quarters of the fiscal year, and the flight to risk assets in the second 
half of the year was exceptional as well.  as has been demonstrated 
through time, equity market sentiment was most dour at the bottom.  
market pundits who paraded through the cnBc studios preached the 
end was nigh upon us, right at the bottom.  luckily, most of them have 
stuck to their guns.  the market likes to climb a wall of worry, and the 
worries in the market are limitless at the moment.  the inflection point 
in march could well have been that things got “less worse.”  

not that “less worse” is a great investment theme, but you have 
to start somewhere.  surprisingly, quarterly earnings started coming 
in ahead of the ratcheted down expectations of the street.  corporate 
america, with all the transparency available in the internet age, cut 
costs to the core, which enabled what revenues that did come in to 
more easily drop to the bottom line.  it is hard to say if earnings are a 
leading or coincidental indicator, but both the market and earnings 
revisions began to rise at a rapid clip. By the end of the fiscal year, 
the market as measured by the s&p 500 had rallied over 58% from 
the march low.

the rsa came into the fiscal year with a large quality, large cap 
tilt on the portfolio.  on a relative basis, this strategy worked well.  as 
the market rallied into late summer, we began to hedge part of the 
performance gains seen off the march lows.  We will continue to look 
to hedge a portion of our index exposure, considering the macroeco-
nomic situation is rather tenuous.

in review, the rsa equity allocation began the year at roughly 56%, 
and closed out fiscal year 2009 at 58% on average across the three 
funds.  domestic equities accounted for 43% of the fund, and inter-
national equities are now 15% of the total.  in a reversal of last year’s 
performance order, international stocks as measured by the msci 
eafe index led with a total return of 3.23%.  large cap again took over 
leadership vs. small cap, with the s&p 500 index losing (6.91%) and 
the s & p smallcap 600 down (10.62%).  the s&p 400 midcap index 
outperformed both large and small cap with a return of (3.11%).

for the year, the rsa domestic equity portfolios decreased (6.96%), 
(6.86%), and (6.43%) for the trs, ers, and Jrf funds, respectively. 
international equity returns were in the black for the year, posting 
returns of 4.14% for trs, 4.18% for ers, and 5.07% for Jrf.  the 
combined total return for the overall equity portfolios were (4.29%), 
(4.33%), and (5.09%) for the trs, ers, and Jrf, respectively.  three-, 
five-, and ten-year annualized global equity returns were (4.23%), 
2.89%, and 2.47% for trs, (4.21%), 2.89%, and 2.43% for ers, and 
(4.41%), 1.80%, and 0.78% for Jrf, respectively.   

“People that work for one of the 
companies that came to Alabama, 
that person has no idea that the 
Trail  directly affected their lives  

and their jobs,  and that ’s f ine. 
That ’s what makes it  worthwhile, 
knowing that a lot of  neat ,  great  
Alabamians might be at a much 

lower income level  had it  not  
been for the Trail .”

~ david G. Bronner

INVESTMENT RETuRNS / 2009
 for the period ended septemBer 30, 2009   (percent) 

  

   1-year 3-years 5-years 10-years 

TOTAL EQuITY 
  TRS -4.29 -4.23 2.89 2.47
  ERS -4.33 -4.21 2.89 2.43
  JRF -5.09 -4.41 1.80 0.78

TOTAL FIXED INCOME  
AND ALTERNATIVES
  TRS -12.12 -0.70 1.20 3.74
  ERS -15.91 -1.94 0.43 3.21
  JRF 10.42 5.76 5.92 5.18

TOTAL RSA RETuRNS
  TRS -7.94 -2.91 2.07 3.09
  ERS -10.03 -3.47 1.59 2.67
  JRF 0.69 -0.57 3.34 2.87

BENCHMARKS 
 S&P 500 -6.91 -5.43  1.02 -0.15
 DJIA -7.37 -3.33 1.85 1.63 
 MIDCAP 400 -3.11 -1.39 4.53 7.48
 SMALLCAP 600 -10.62 -3.98 2.83 7.07
 MSCI EAFE 3.23 -3.60 6.07 2.55
 CITIGROuP BIG 10.98 6.86 5.43 6.45
 BARCLAYS 10.56 6.41 5.13 6.30

uS TREASuRY 2-YEAR NOTE 
(yield)

uS TREASuRY 30-YEAR BOND 
(yield)

SPREAD DIFFERENCE BETWEEN  
2-YEAR & 30-YEAR TREASuRIES

DOW JONES  
INDuSTRIAL AVERAGE
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