Intermediate Fund

Fourth Quarter, 2012 — Market Update

In the fourth quarter the US economy was battered by the winds and waves of Hurricane Sandy and the similarly
chaotic buffeting of political indecisiveness in the wake of the election. Domestic equity markets reflected these
factors with the S&P 500 losing 0.38% during the quarter. However, the central bank guarantee in Europe on
sovereign debt loosed the hounds of speculation for the rest of the world as the MSCI All Capitalization World
Index finished up 3.01% allowing the index to slightly beat the S&P 500 for the year at 16.8% versus 16.0%. A
great year for equities that, in retrospect, seems hard won. Investors are still faced with macro concerns in the US,
Europe and China, but the issues seem slightly more contained now.

The Intermediate Fund’s active fixed income manager delivered all of the outperformance of the fund for the year,
outperforming its benchmark by over 6.1%. It was helped in the allocation to international equities during the
quarter which outperformed its benchmark by 1.5% and domestic equity by 8.5%. The Intermediate Fund has had a
good three year start and has provided appreciation while protecting capital. Unfortunately, the portfolio’s large
allocation to fixed income may prove a significant drag in the coming quarters as the historically low yield baked
into longer lived assets will be realized. Although the portfolio appears to be holding large amounts of cash at year
end, this resulted from significant inflows that came in right at year end. The portfolio has been rebalanced to
appropriate targets with slight tilts to equity & short duration assets.
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Intermediate Fund 1.5 9.5 9.5 6.8 6.4
CPI + 2% -0.28 3.74 3.74 4.06 N/A
MSCI ACWI
(20%)/Barclays 0.8 6.7 6.7 6.7 N/A
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! Effective 1/1/2012 the equity benchmark used by the Fund was switched from the S&P 500 to the MSCI All Cap
World Index to reflect the Fund’s global equity strategy. That benchmark is used in this naive benchmark analysis.
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