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=l Performance as of 08/31/2013

The Metropolitan Water District of Southern California Snapshot
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Benchmark: Merrill Lynch CG1T5 8/31/2013
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Bond yields and mortgage rates have already discounted not only
tapering but a reversal of QE 2 and QE 3
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Ml Treasuries are Oversold

U.S. Treasury Indicators
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Weak Loan and Weak GDP Reinforcing One Another

Nomin

al GDP in 3Q will probably be up just +3.1% yl/y, close

to July’'s +3.1% increase in nominal consumer spending.
Both are highly correlated with the +2.5% growth in bank

loans

in Aug. Weak loan growth is restraining GDP, and

weak GDP is restraining loan growth.
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Nominal GDP Growth is the Weakest Outside of a Recession
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HWOTE: SHADED AREAS REPRESENT NEER-DESIGNATED FERIODE OF RECESSHIM.
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il Fed’s Preferred Inflation Measure Well Below Target

The core PCE deflator increased just +0.1%
m/m in July and just +1.4% y/y (3 Mo.Avg.
+1.2%), well below the Fed’'s implied target o
+2.0%. Basically, core inflation hasn’t been
materially above +2.0% for two decades.
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Month/Month Change in US Manufacturers’ New Orders
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mll A Short History of QE and the Stock Market

S&P 500 And QE
November 25, 2008 to August 27, 2013
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