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Dear Friends & Investors,

Winter has turned to spring, recession has turned to recovery and the markets are responding
positively. Whether it is sustainable or not, remains to be seen, though there is no denying optimism
and investor sentiment is on the rise. The first quarter of 2010 was another solid stretch for Johnson
Institutional Management as well.

Fixed income continued to produce consistent results with our “no surprises” philosophy. Core had a
gross return of 2.13% compared to 1.78% for the Barclays Aggregate Index. For the last five years, Core
is now beating the benchmark by 132 bps on an annualized basis. Intermediate has been equally
impressive with a gross quarterly return of 2.14% vs. 1.54% for the Barclays Intermediate Government /
Credit Index. Over the same five year period, Intermediate is beating the index by 116 bps. We are
grateful for all the opportunities and inquiries this quarter regarding bond management and look
forward to an exciting year.

Enhanced Index had another solid quarter and continues to add incremental return. For the first three
months it posted a gross return of 6.38% compared to 5.38% for the S&P 500 Index. lIts five year
annualized performance is 109 bps ahead of the benchmark. We believe strongly that the market
environment remains favorable for this strategy .

Our three quantitative equity strategies continued their rapid climb back from the market bottom of
2009. MidCap now has an eye popping one year return of 98.26% compared to 67.11% for the Russell
MidCap Index. Large Cap returned 67.34% gross for the one year period compared to 49.75% for the
Index. SmallCap is gaining ground as well with an impressive one year return of 66.04% compared to
62.76% for the Russell 2000 Index.

We appreciate your continued interest in Johnson Institutional Management and look forward to seeing
you soon. In the interim, if you have any questions or desire additional information, please don’t
hesitate to contact me.

Yours truly,

Kurt Terrien
Director of Sales & Consultant Relations

3777 West Fork Road
Cincinnati, OH 45247
248-608-5099
248-840-6268 - Mobile

kterrien@johnsoninstl.com
¥JOHNSON

am INSTITUTIONAL MANAGEMENT


mailto:kterrien@johnsoninstl.com
http://www.johnsoninstl.com/

Fixed Income Composites

Yield spread compression continued to drive performance during the first quarter with the Barclay’s Aggregate Index up
1.78% despite little change in interest rates. Our emphasis on corporate bonds allowed us to outpace the benchmark
again in the first quarter and has been a strong contributor to relative performance over the past year. We feel that
corporate bonds have additional room to tighten in 2010, though the pace of this tightening should diminish somewhat.
We were quite active in the portfolio during the quarter with regard to both sector and maturity restructuring. We reduced
exposure to mortgage-backed securities during the quarter as we believe the end of the Fed’s $1.25 trillion buying
program will present a headwind for the sector. With the proceeds, we added exposure to both high quality corporate
bonds and taxable municipal bonds, which offering compelling relative value. The yield curve steepened further during
the quarter and the 30 year to 2 year curve differential now stands at a record. To take advantage of the historical
steepness, we further barbelled the maturity structure of the portfolio - reducing exposure in 6 to 10 year maturities and
increasing exposure in the 2 to 5 year and the 20 to 30 year portions of the yield curve. Our expectation is that further
yield spread compression, particularly in corporate bonds and taxable municipals, and the beginning of yield curve
flattening will drive relative outperformance in 2010.

Strategy - as of 3/31/2010 Qtr YTD 1 Year 2 Year 3 Year 5 Year
Intermediate Composite 214 2.14 9.74 6.71 7.54 6.32

Net-of-fees 2.08 2.08 9.49 6.46 7.29 6.07
BC Intermediate Govt / Credit Index 1.54 1.54 6.91 4.41 5.89 5.16
Core Composite 213 2.13 10.08 7.60 8.09 6.76

Net-of-fees 2.07 2.07 9.83 7.35 7.84 6.51
BC Aggregate Index 1.78 1.78 7.70 5.39 6.14 5.44

Domestic Equity Composites

Following a mild correction during the first weeks of the year, the market resumed its upward climb and finished the
quarter with strong gains once again. Whereas stocks rose in 2009 initially due to good valuation and then in anticipation
of strong earnings gains, the rally has continued on the back of rapidly improving profitability. We are now transitioning
from a period of low to high expectations regarding earnings, but the majority of companies continue to positively surprise
investors. In this environment we have observed the growth factors to stock selection begin to fade in effectiveness and
the momentum factors improve. Value remains generally neutral, with the exception of smallcap where deep value is
additive, reflecting the continuation of a low quality rally in that capitalization segment. The shift we anticipate in the
market’s focus toward companies with greater consistency of growth is more apparent in mid and largecap than it is in
smallcap thus far in 2010.

Outperformance by the short duration bond portfolio compared to the cost of carry on equity futures contracts led to
positive alpha from the Enhanced Index strategy during the first quarter. Our fixed approach within this synthetic portfolio
continues to provide superior income and therefore outperformance to the S&P 500. The majority of the bond portion
remains committed to high quality corporate securities and we continue to “roll down” the steep yield curve to add value.
We anticipate maintaining this approach until we get closer to a shift in the Fed’s rate policy later this year.

Strategy - as of 3/31/2010 Qtr YTD 1 Year 2 Year 3 Year 5 Year
Smallcap Quantitative Composite 4.74 4.74 66.04 -8.66 -13.03 -2.31

Net-of-fees 4.59 4.59 65.44 -9.26 -13.63 -2.91
Russell 2000 8.85 8.85 62.76 0.86 -3.99 3.36
Midcap Quantitative Composite 11.95 11.95 98.26 -0.95 -3.27 3.89

Net-of-fees 11.80 11.80 97.66 -1.55 -3.87 3.29
Russell MidCap Index 8.67 8.67 67.71 -0.37 -3.30 4.20
Largecap Quantitative Composite 10.11 10.11 67.34 413 -4.76 3.77

Net-of-fees 9.99 9.99 66.84 -4.63 -5.26 3.27



S&P 500 5.38 5.38 49.75 -3.71 -4.16 1.92

Enhanced Index Composite 6.38 6.38 55.45 -1.74 -2.46 3.01
Net-of-fees 6.31 6.31 55.03 -2.02 2.75 2.68
S&P 500 5.38 5.38 49.75 -3.71 -4.16 1.92

Johnson Institutional Management is a division of Johnson Investment Counsel Inc., an independent and privately owned Cincinnati based
investment advisory firm specializing in wealth management for families, endowments and foundations, corporations and retirement plans.
Johnson Institutional Management, claims compliance with the Global Investment Performance Standards (GIPS). The CFA Institute has not
been involved with or reviewed Johnson Institutional Management’s claim of compliance. Each composite return is derived from all
discretionary fee paying accounts managed in that style and includes the reinvestment of dividends, interest and other earnings. These
composites do not include any non-fee paying accounts. No leverage was used in any of the composite portfolios and the U.S. dollar is used to
express performance. Net of fee performance for the Enhanced Index composite is the actual return after applicable advisory expenses. For all
other composites, the net of fee performance calculation assumes the highest institutional fee schedule (Largecap = 0.50%, Midcap/Smallcap =
0.60%, Fixed Income = 0.25%). A complete list and description of all firm composites and a complete performance presentation can be obtained
by emailing Kurt Terrien at kterrien@johnsoninstl.com. This performance presentation represents composites of individually managed
portfolios and is intended for the recipient only. Itis also intended only for those interested in individually managed portfolio services. The
performance data presented here should not be taken as any guarantee or other assurance as to future results.
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