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2003 Market Results
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Percent of Managers Beating Their Index
in 2003
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2003 S&P 500 Price Chart




2003 S&P 500 Price Chart

with Operating Earnings
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FED Model Implied Fair Value Table

S&P 10 Year Treasury Yields
Operating
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Market Breadth

Percentage of Stocks in the S&P 500 that Outperformed the Index
(Based on Annual Perfermance 1986 to 2003)
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Leadership Within Sectors

Percentage of Stocks by Economic Sector that Outperformed the S&P 500 in 2003
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2003 S&P Quality Ratings
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2003 S&P 500 Performance

Capitalization Quintiles

Capitalization Index 2003 Price
$ Billions Weight Performance
0.9to4.1 2.6% 59.9%
4.1t07.1 5.4% 39.9%
7.1t011.4 8.8% 33.5%
11.5t022.1 15.0% 31.4%

22.51t0311.1 68.1% 22.5%

Source: Merrill Lynch Quantitative Strategy



2003 S&P 500 Price Performance

(by Dividend Yield Quintiles)

Yield Index 2003 Price
Quintile (%) Weight Performance
No Dividend 15.5% 49.3%
0.03 to 0.68 18.9% 28.8%
0.68 t0 1.61 18.0% 32.9%
1.61 to 2.57 23.2% 18.1%

2.58 10 6.98 24.5% 14.7%

Source: Merrill Lynch Quantitative Strategy



S&P 500 Sector Performance

Total
RIS Earnings Growth
Sector 2003 2003E 2004E
Technology 47.2% 88% 33%
Materials 38.2% 12% 50%
Consumer Cyclicals 37.4% 9% 16%
ndustrials 32.2% 0% 13%

Einancials 31.0% 18% 11%
28.7% (% 13%
26.3% (6%) 496

Energy 25.6% 990 (14%)

IHealthcare 15.1% 10% 155

Constumer Staples 11.6% 60 11590

Telecom Senvices 7.1% 0%, (£20) I ’ ‘
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2004 Sector Outlook
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Small Cap Outperformance
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Historical Small Cap Performance

Russell 2000 Annual Returns
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Historical Performance of
Growth vs Value
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2003 Predicted Wildcards
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Potential Wildcards Next Year







Stronger Economic Growth Expected
in 2003

Prediction
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2004 SWIB Estimates
Key U.S. Economic Factors

Real GDP consumer
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2004 SWIB Estimates

2004 Return Operating Earnings
Benchmark Estimate Growth Estimate




2004 SWIB Forecast

€ 2004 Up But Not as Much as 2003
& Interest Rates Will Be Higher at Year End

& U.S. Small Caps Continue to Outperform Near Term

00y, Healthcare

Pollar Wills Continuerto FallrUntil Greenspan Rals
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