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July 2009 Market Commentary  
 
U.S. and overseas equity markets rallied sharply on hopes of a global economic recovery. 
Commodities and commodity-related currencies also moved higher. 
 
For the month, the S&P 500 and the technology-heavy NASDAQ Composite each advanced 8%, while the Dow Jones 
Industrial Average rose 9%. Meanwhile, the Russell 2000 Index advanced 10%. Materials, industrials and consumer 
discretionary were among the top performing sectors, while energy, utilities and telecommunications services 
underperformed. Across market capitalizations, mid- and small-cap companies generally outperformed larger 
companies while value stocks outperformed their growth counterparts. 
 
U.S. fixed income markets posted positive results as yields ended the month slightly lower as rates remain volatile.  
Lower quality, higher yielding corporate securities outperformed as risk assets performed strongly. Investment grade 
corporate securities also posted gains with the lower the quality, the higher the return. Treasuries ended with slight 
gains as the government continued its record setting borrowing. The mortgage-backed securities sector also ended 
the month with muted gains. 
 
International markets moved higher, with the MSCI EAFE ending up 9%. Among the largest European markets, 
France and Germany advanced 11% and 12%, respectively. Within the Pacific region, Hong Kong rose 14%, while 
Singapore gained 16%. Meanwhile, Japan advanced 4% amid mixed political and economic news.  In the emerging 
markets, the MSCI EM rose 11% on strength from select Emerging Asian, Latin American and EMEA countries. 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

World Market Recap 
 

Economy 
• Second quarter GDP declined 1% according to advance estimates. The decrease primarily reflected negative 

contributions from exports, private inventory investment, nonresidential fixed investment, personal 
consumption expenditures and residential fixed investment that were partly offset by positive contributions 
from federal, state and local government spending. 

 
• Data released in July showed new home sales soared in June from the previous month, the third increase in 

a row. Cheaper prices and historically low mortgage rates are offsetting tight credit and a high unemployment 
rate. Another lure, for first time buyers, is a government tax credit. 

 
• As the debate on healthcare reform heats up on Capitol Hill, it has become clear just how difficult and 

complex it will be to pass legislation. Among the hot topics is whether to create a government-run health 
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insurance plan to compete with private insurers – something Democrats mostly want and Republicans 
generally oppose. 

 
U.S. Equity 

• Within the financial services sector, Goldman Sachs saw its second quarter profit surge as the financial giant 
delivered record results in trading and stock underwriting. Despite a continued difficult economic environment, 
JP Morgan was able to report $2.7 billion in earnings and record revenue of almost $28 billion.  

 
• Within the industrials and materials sectors, paper & forest products and chemical producers were leading 

advancers during the month. International Paper posted a smaller-than-expected loss and said it appears the 
worst is behind them. While the company has not seen any signs of sustainable progress in North America, it 
appears demand has stabilized at lower levels. International Paper is seeing improvement in Latin American 
paper markets and solid packaging demand growth in China.  

 
• The consumer discretionary sector benefited from improved risk appetites along with signs consumers may 

be opening their wallets. Within the auto industry, the federal government's new “Cash for Clunkers” program 
got off to a rousing start, with some dealers reporting dozens of deals completed in just the first few days of 
the program. 

 
• Energy stocks were weak as oil sold off early in the month, but rallied somewhat in the second half of the 

month as investors chased riskier assets.  

 
Fixed Income 

• Lower quality, higher yielding corporate securities outperformed as riskier assets performed strongly. CCC-
rated issues surged 10%, which was far better than the 5% gains for BB-rated issues. 

 
• Investment grade corporate securities also posted gains with the lower the quality, the higher the return. The 

BBB Index recorded a total return of 5% versus 1% for the AAA Index. 
 

• Better-than-expected second quarter earnings have given investors in both investment grade corporate 
securities and high yield corporate securities encouragement that corporate borrowers will be able to meet 
their loan commitments. 

 
• Treasuries ended with slight gains as the government continued its record-setting borrowing. Year-to-date the 

government has raised $1 trillion from its debt sales to finance a growing fiscal deficit. 
 
 

Currency Markets 
• The U.S. dollar lost ground against most currencies during July. Of the major currencies, the Euro, British 

pound and Swiss franc moved higher against the U.S. dollar. In the emerging markets, the South Korean 
won, Brazilian real, Turkish lira and the Polish zloty moved sharply higher against the U.S. dollar. 

 
 

International Developed Markets 
• Canada gained 12% as the Bank of Canada (BOC) left interest rates at 0.25% and reiterated its conditional 

commitment to hold the current policy rate until the end of the second quarter of 2010 as the central bank 
attempts to get the economy moving. The BOC said household spending is strengthening, helping to push up 
domestic demand, but the higher Canadian dollar is still playing a role in moderating the pace of growth.  

 
• The United Kingdom advanced 9% as the Bank of England (BOE) left interest rates unchanged at a historic 

low of 0.5%. Following month end, the BOE boosted its quantitative easing program by an unexpectedly large 
50 billion pounds, as worries about the fragility of the economic outlook overshadowed evidence that the pace 
of the recession is beginning to ease. 
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• The European Central Bank (ECB) left interest rates unchanged at 1% as it waits to see the impact of efforts 
so far to revive the economy and credit flows. Europe’s unemployment rate increased to 9.5%, the highest 
level since 1999. 

 
• In the Pacific region, Singapore rose 16% on an improving economy. Gains in Japan were limited to 4% amid 

mixed political and economic news. On the economic front, data showed improvement. However, inflationary 
concerns surfaced. On the political front, Prime Minister Aso dissolved parliament to make way for an August 
election which is likely to bring to an end more than half a century of his party's near unbroken rule.  

 
 

International Emerging Markets 
• In Emerging Asia, China rose 11% on huge demand for IPO China State Construction Engineering. The stock 

jumped 56% on its first trading day in Shanghai as confidence in the nation’s economic recovery stoked 
demand for the world’s largest lPO since Visa in March 2008. Indonesia’s stock market soared 25% on hopes 
the re-election of President Susilo Yudhoyono would further economic reform. India gained 9% amid strong 
corporate earnings. 

 
• Within Latin America, Mexico gained 11%. Mexican President Felipe Calderon's ruling party paid the price for 

a weak economy in midterm elections as the opposition Revolutionary Institutional Party (PRI) was victorious. 
The PRI ruled Mexico for 71 years before losing the presidency in 2000. Brazil’s stock market gained 9% on 
strength in consumer-related stocks.  

 
• Among the EMEA countries, Russia rose 8% on strength in industrial materials stocks. The Turkish stock 

market rallied 21% on strength in financial services stocks. Gains in the South African market were limited to 
5% amid ongoing labor strikes of workers demanding higher wages. Intensifying pressure is on President 
Jacob Zuma, who came to power promising to make reducing poverty the cornerstone of his administration.  

 
 
 
 
 
 
 

 
 
 
*All indices are unmanaged and investors can not actually invest directly into an index. Past performance is not indicative of future results. 
 
The S&P 500 Index is based on the average performance of the 500 industrial stocks monitored by Standard & Poor’s. 
 
The Dow Jones Industrial Average is based on the average performance of the 30 blue-chip stocks monitored. 
 
Russell 2000 Index measures the performance of the small-cap stocks. 
 
The NASDAQ Composite measures all domestic and non-U.S. based common stocks listed on The NASDAQ Stock Market. 
 
MSCI EAFE is a market-cap weighted index representing 20 of the developed markets outside North America. These 20 countries include 14 
European countries and 6 Pacific countries. 
 
MSCI Emerging Markets is a market-cap weighted index representing 26 of the emerging countries in the world. 
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JULY YTD
Beginning Value $7,280,068 $6,642,220
Net Flows ($250,025) ($250,025)
Investment Return (Net of Fees) $496,093 $1,133,941 
Portfolio Value on 7/31/09 $7,526,136 $7,526,136

7/31/09 MARKET 
VALUE

JULY RETURN (%) YTD RETURN (%)

COMPOSITE PERFORMANCE

TOTAL PORTFOLIO (NET OF FEES) 7,526,136$              6.98 17.13

LARGE CAP US EQUITY

VANGUARD 500 INDEX 844,996$                 7.57 11.07

BENCHMARK:  S&P 500 7.56 10.97

DODGE & COX STOCK 445,855$                 9.39 14.64

BENCHMARK:  RUSSELL 1000 VALUE 8.19 5.08

GROWTH FUND OF AMERICA 438,094$                 6.40 19.32

BENCHMARK:  RUSSELL 1000 GROWTH 7.10 19.45

SMALL CAP US EQUITY

AMERICAN BEACON SMALL CAP VALUE 449,502$                 12.30 16.40

BENCHMARK:  RUSSELL 2000 VALUE 11.56 5.79

VANGUARD SMALL CAP GROWTH INDEX 439,635$                 8.66 23.39

BENCHMARK:  RUSSELL 2000 GROWTH 8.17 23.27

INTERNATIONAL EQUITY

DODGE & COX INTERNATIONAL STOCK 677,333$                 11.76 29.73

ARTIO INTERNATIONAL EQUITY (JULIUS BAER) 660,970$                 9.66 11.36

BENCHMARK:  MSCI EAFE 9.14 18.33

EMERGING MARKETS EQUITY

LAZARD EMERGING MARKETS 455,718$                 10.93 45.50

BENCHMARK:  MSCI EM 11.32 51.64

GLOBAL REITS

DWS RREEF REAL ESTATE SECURITIES 255,747$                 9.28 (1.82)

BENCHMARK:  NAREIT EQUITY REIT 10.47 (3.02)

COHEN & STEERS INTERNATIONAL REALTY 194,069$                 11.21 25.11

BENCHMARK:  CITIGROUP PROPERTY BMI WORLD xUS 8.98 26.62

COMMODITIES

PIMCO COMMODITY REAL RETURN 339,602$                 4.62 19.81

BENCHMARK:  DJ UBS COMMODITY INDEX 3.23 8.00

HIGH YIELD FIXED INCOME

PIMCO HIGH YIELD 433,099$                 7.30 26.14

BENCHMARK:  CITIGROUP HIGH YIELD MARKET 6.13 36.63

INTERNATIONAL FIXED INCOME

PIMCO FOREIGN BOND (HEDGED) 249,120$                 3.16 10.86

BENCHMARK:  CITIGROUP CURRENCY HEDGED NON-US WGBI 0.79 0.99

AMERICAN CENTURY INTERNATIONAL BOND (UNHEDGED) 229,910$                 2.99 4.96

BENCHMARK:  CITIGROUP NON-US WGBI 2.17 1.55

CORE US FIXED INCOME

DODGE & COX INCOME 417,721$                 2.92 10.90

BENCHMARK:  BARCLAYS AGGREGATE BOND 1.61 3.55

TREASURY INFLATION PROTECTED SECURITIES (TIPS)

PIMCO REAL RETURN 694,014$                 1.24 11.74

BENCHMARK:  CITIGROUP INFLATION-LINKED SECURITIES 0.22 4.95

American Academy of Periodontology Foundation
Preliminary Performance Summary*

Periods Ending July 31, 2009
AAP Foundation Board of Directors

September 11, 2009
Tab 2.b1.



American Academy of Periodontology Foundation
Asset Allocation
August 14, 2009

TICKER Invested Balance
Cash 

Equivalents TIPS

Core 
Domestic 

Bonds
Foreign 
Bonds

High Yield 
Bonds

U.S. Large-
Cap Value 

Stocks

U.S. Large-
Cap Growth 

Stocks

U.S. Small-
Cap Value 

Stocks
U.S. Small-Cap 
Growth Stocks

International 
Stocks

Emerging 
Market Stocks Global REITs Commodities

American Academy of Periodontology Foundation (#7102-4661)
Vanguard S&P 500 Index VIFSX $860,372 $0 $0 $0 $0 $0 $430,186 $430,186 $0 $0 $0 $0 $0 $0

Dodge & Cox Stock DODGX $457,006 $0 $0 $0 $0 $0 $457,006 $0 $0 $0 $0 $0 $0 $0
American Growth Fund of America GFAFX $443,870 $0 $0 $0 $0 $0 $0 $443,870 $0 $0 $0 $0 $0 $0
American Beacon Small Cap Value AVFIX $461,314 $0 $0 $0 $0 $0 $0 $0 $461,314 $0 $0 $0 $0 $0

Vanguard Small Cap Growth VISGX $444,127 $0 $0 $0 $0 $0 $0 $0 $0 $444,127 $0 $0 $0 $0
Dodge & Cox Int'l Stock DODFX $687,347 $0 $0 $0 $0 $0 $0 $0 $0 $0 $687,347 $0 $0 $0

Artio Int'l Equity JIEIX $678,122 $0 $0 $0 $0 $0 $0 $0 $0 $0 $678,122 $0 $0 $0
Lazard Emerging Markets LZEMX $455,430 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $455,430 $0 $0
DWS RREEF Real Estate RRRRX $282,228 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $282,228 $0

Cohen & Steers Int'l Realty IRFIX $197,049 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $197,049 $0
PIMCO Commodity Real Return Strategy PCRIX $342,330 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $342,330

PIMCO High Yield Bond PHIYX $438,513 $0 $0 $0 $0 $438,513 $0 $0 $0 $0 $0 $0 $0 $0
PIMCO Foreign Bond PFORX $253,179 $0 $0 $0 $253,179 $0 $0 $0 $0 $0 $0 $0 $0 $0

American Century Int'l Bond BEGBX $229,445 $0 $0 $0 $229,445 $0 $0 $0 $0 $0 $0 $0 $0 $0
Dodge & Cox Income DODIX $419,367 $0 $0 $419,367 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

PIMCO Real Return PRRIX $692,014 $0 $692,014 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Money Market (-$300.0k for Spending) N/A $751 $751 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Total Assets $7,342,462 $751 $692,014 $419,367 $482,623 $438,513 $887,191 $874,056 $461,314 $444,127 $1,365,469 $455,430 $479,277 $342,330
Total Allocation 0.0% 9.4% 5.7% 6.6% 6.0% 12.1% 11.9% 6.3% 6.0% 18.6% 6.2% 6.5% 4.7%

Strategic Policy Asset Allocation 0.0% 10.0% 6.0% 7.0% 6.0% 12.0% 12.0% 6.0% 6.0% 18.0% 6.0% 6.0% 5.0%

FIXED INCOME & CASH EQUITIES, REAL ESTATE & COMMODITIES

Asset Allocation:  AAPF
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Constraint Radius
0.400%

Cash
Inflation 
Indexed 
Bonds

Investment 
Grade US 

Bonds

Foreign 
Bonds

High 
Yield 

Bonds

Large 
Cap 
US

Small 
Cap 
US

REITs Foreign 
Stocks

Emerging 
Markets 
Stocks

Commodity 
Futures E (Return) E(Risk) Distance From 

Target Rebalance

Target 0% 10% 6% 7% 6% 24% 12% 6% 18% 6% 5% 8.05% 12.61% N.A. N.A.

Date Cash
Inflation 
Indexed 
Bonds

Investment 
Grade US 

Bonds

Foreign 
Bonds

High 
Yield 

Bonds

Large 
Cap 
US

Small 
Cap 
US

REITs Foreign 
Stocks

Emerging 
Markets 
Stocks

Commodity 
Futures E (Return) E(Risk) Distance From 

Target Rebalance

8/14/09 0% 9% 6% 7% 6% 24% 12% 7% 19% 6% 5% 8.11% 12.82% 0.22% No

7/30/09 0% 10% 6% 7% 6% 24% 12% 6% 18% 6% 5% 8.09% 12.79% 0.19% No

4/30/09 0% 10% 6% 7% 7% 24% 12% 6% 17% 7% 5% 8.08% 12.66% 0.06% No

4/16/09 0% 10% 6% 7% 7% 24% 12% 6% 17% 7% 5% 8.06% 12.58% 0.03% No

3/16/09 0% 11% 7% 8% 7% 23% 11% 5% 17% 6% 5% 7.91% 12.13% 0.49% Yes

2/28/09 0% 11% 7% 8% 7% 23% 11% 5% 16% 6% 5% 7.87% 12.02% 0.61% Yes

2/5/09 0% 11% 7% 7% 7% 23% 12% 5% 17% 6% 5% 7.91% 12.21% 0.42% Yes

1/12/09 0% 10% 6% 7% 7% 24% 12% 5% 18% 6% 5% 7.99% 12.40% 0.21% No

12/9/08 0% 14% 9% 10% 6% 22% 11% 5% 15% 5% 3% 7.54% 11.38% 1.33% Yes

11/5/08 1% 13% 8% 9% 7% 22% 11% 6% 16% 5% 3% 7.65% 11.59% 1.09% Yes

8/8/08 0% 11% 6% 7% 6% 24% 12% 6% 17% 6% 4% 7.96% 12.45% 0.18% No

3/7/08 0% 11% 6% 8% 6% 22% 11% 6% 18% 6% 6% 7.94% 12.19% 0.43% Yes

American Academy of Periodontology Foundation
Portfolio Engineer Radius Calculator
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American Academy of Periodontology Foundation
Estimated Annual Fee Analysis

August 14, 2009

Current Investment Managers
Composite $ 
Allocation

Composite % 
Allocation

Current Manager 
Annual Fee / Expense 

Ratio

Morningstar 
Category Average 

Expense Ratios

Vanguard S&P 500 Index 860,372$                     11.7% 0.07% 0.29%
Dodge & Cox Stock 457,006$                     6.2% 0.52% 1.27%
American Growth Fund of America 443,870$                     6.0% 0.61% 1.32%
American Beacon Small Cap Value 461,314$                     6.3% 0.81% 1.51%
Vanguard Small Cap Growth 444,127$                     6.0% 0.23% 1.58%
Dodge & Cox Int'l Stock 687,347$                     9.4% 0.64% 1.36%
Artio Int'l Equity 678,122$                     9.2% 0.89% 1.39%
Lazard Emerging Markets 455,430$                     6.2% 1.17% 1.72%
DWS RREEF Real Estate 282,228$                     3.8% 0.63% 1.43%
Cohen & Steers Int'l Realty 197,049$                     2.7% 1.19% 1.43%
PIMCO Commodity Real Return Strategy 342,330$                     4.7% 0.74% 1.49%
PIMCO High Yield Bond 438,513$                     6.0% 0.52% 1.20%
PIMCO Foreign Bond 253,179$                     3.4% 0.50% 1.12%
American Century Int'l Bond 229,445$                     3.1% 0.82% 1.12%
Dodge & Cox Income 419,367$                     5.7% 0.43% 0.92%
PIMCO Real Return 692,014$                     9.4% 0.45% 0.96%
Money Market (-$300.0k for Spending) 751$                            0.0% 0.00% 0.00%

Totals 7,342,462$                  100.0% 0.59% 1.20%
7,342,462$                  

Current (AAPF) Average Cost Savings
Weighted Average Annual Manager Fees (1) 0.59% 1.20% 0.61%
Annual Custodial Fees (2) 0.00% 0.03% 0.03%
Annual DiMeo Schneider Fees (3) 0.40% NA NA
Total Annual Fees 0.99% NA NA

Notes:
(1) Average reflects weighted average fees using Morningstar Category Averages for each asset class.

(2) Schwab Institutional has no annual custody fee.  Average is estimated based on current clients who maintain assets with various custodians other than Schwab.

(3) Fees of 0.40% per year (0.10% per quarter).
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