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Economy and Market Review 

• Global equity markets capped a volatile and disappointing year with highly divergent results 
in the fourth quarter of 2011 

• In the U.S., the S&P 500 Index gained 11.8% in the fourth quarter to finish the year up 2.1% 

• International markets (as measured by the MSCI All Country World (ex-U.S.) Index) gained 
3.7% for the fourth quarter and finished down 13.7% for the year   

– International developed markets (as measured by the MSCI EAFE Index) gained 3.3% 
for the quarter and finished down 12.1% for the year 

– International emerging markets (as measured by the MSCI Emerging Markets Index) 
gained 4.4% for the quarter and finished down 18.4% for the year 

• The U.S. Treasury bond market emerged as the primary flight-to-safety refuge despite the 
Standard & Poor’s downgrade of Treasury bonds from AAA 

– The 10-year Treasury yield finished at 1.88%, down 4 basis points for the quarter and down 142 basis 
points for the year  

– The 2-year Treasury yield finished at 0.24%, unchanged for the quarter and down 36 basis points for 
the year 

Recap 4th Quarter 2011  



Economy and Market Review 

• U.S. growth accelerated in the fourth quarter 

 

•  Consumer confidence is well up off recent lows 

 

• Retail sales (reported by the International Council of Shopping Centers) were up 

 

• Railcar loadings were strong 

 

• Regional Fed purchasing manager surveys showed strength at year end 

 

• Home sales and starts are improving and house prices are bottoming 

 

• Jobless claims are the lowest since June 2008, and confidence surveys suggest 
consumers are the most positive about the jobs climate since December 2008 

 
 

Recap 4th Quarter 2011  



• In our opinion, Treasuries will have safe haven status, keeping yields low for longer; 
however, by the second half of 2012, growth should accelerate enough to allow yields 
to rise.  Our interest rates forecast for the the end of calendar year 2012 is:  

– A Federal Funds Rate target of 0.00% to 0.25% 

– A 10-year Treasury Rate of 2.75% 

– A 2-year Treasury Rate of 0.65%  
 

• Core inflation will finish 2011 around 1.7%.  Our projection for year-end 2012 remains 
at 1.8%. 
 

• Economic growth will finish 2011 around 1.8% and we expect it to tick up in 2012 to 
finish around 2.1%. 

Outlook for the Future  

Economy and Market Review 



• Volatility may stay high in the first part of 2012 

• Job growth will improve and work higher by the second half of 2012 providing the 
wherewithal for moderate consumer spending growth 

• Profit growth is spectacular and business cash is high so we expect capital spending 
to continue at robust levels 

• U.S. growth will be strong relative to Europe and the dollar will gain further against 
the euro in 2012 

• While policy risks are very high, the Eurozone will most likely not break up and the 
euro will remain a viable currency 

• As growth improves in the second half, interest rates should rise 

• The Fed will maintain its ultra-easy monetary policy stance and keep its zero interest 
rate policy through much of 2013 

 

 

 

Economy and Market Review 
Outlook for the Future  



©2012 Principal Financial Services, Inc.  
 
No part of this presentation may be reproduced or used in any form or by any means, electronic or mechanical, including photocopying or 
recording, or by any information storage and retrieval system, without prior written permission from the Principal Financial Group®. 
 
Information provided by Principal Global Investors, a member of the Principal Financial Group. 

 
The information in this document has been derived from sources believed to be accurate as of December 2011. Information derived from 
sources other than Principal Global Investors or its affiliates is believed to be reliable; however, we do not independently verify or guarantee its 
accuracy or validity.  
 
The information in this document contains general information only on investment matters and should not be considered as a comprehensive 
statement on any matter and should not be relied upon as such. The general information it contains does not take account of any investor's 
investment objectives, particular needs or financial situation, nor should it be relied upon in any way as forecast or guarantee of future events 
regarding a particular investment or the markets in general. All expressions of opinion and predictions in this document are subject to change 
without notice.  
 
Subject to any contrary provisions of applicable law, no company in the Principal Financial Group nor any of their employees or directors gives 
any warranty of reliability or accuracy nor accepts any responsibility arising in any other way (including by reason of negligence) for errors or 
omissions in this document. 
 
All figures shown in this document are in U.S. dollars unless otherwise noted.  

Disclosures  

Economy and Market Review 



Standard & Poor's 500 Index is a market capitalization-weighted index of 500 widely held stocks often used as a proxy for the stock market. 
 
The MSCI ACWI (All Country World (ex.U.S.) Index) Index is a free float-adjusted market capitalization weighted index that is designed to 
measure the equity market performance of developed and emerging markets.  
  
MSCI - EAFE Index NDTR D is listed for foreign stock funds (EAFE refers to Europe, Australia, and Far East). Widely accepted as a benchmark 
for International stock performance, the EAFE Index is an aggregate of 21 individual country indexes. 
  
MSCI - Emerging Markets NDTR D Index measures equity market performance in the global emerging markets. It consists of 26 emerging 
market countries in Europe, Latin America and the Pacific Basin. 
 
Indices are unmanaged and do not take into account fees, expenses and transaction costs. Indices are not available for direct investment. 
 
Insurance products and plan administrative services are provided by Principal Life Insurance Company. Principal Life and Principal Global 
Investors are members of the Principal Financial Group, Des Moines, IA 50392. 
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General Employee Plan –  
Target Allocation By Asset Class 
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General Employee Plan –  
Target Allocation By Investment Option 
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General Employee Plan –  
Target Allocation By Investment Option 

 

 



General Employee Plan –  
Asset Allocation By Asset Class 
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General Employee Plan –  
Asset Allocation By Investment Option 
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General Employee Plan –  
Asset Allocation By Investment Option 
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General Employee Plan  
International Exposure 
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Investment Option by Style Box 
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Investment Option by Style Box 
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General Employee Plan  
Performance – 12/31/2011 



Professional/Management Plan –  
Target Allocation By Asset Class 
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Professional/Management Plan –  
Target Allocation By Investment Option 
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Professional/Management Plan –  
Target Allocation By Investment Option 

 

 



Professional/Management Plan –  
Asset Allocation By Asset Class 
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Professional/Management Plan –  
Asset Allocation By Investment Option 
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Professional/Management Plan –  
Asset Allocation By Investment Option 

 

 



25 

Professional/Management Plan 
International Exposure 
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Investment Option by Style Box 
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Investment Option by Style Box 
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Professional/Management Plan  
Performance – 12/31/2011 
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