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On February 9, 2011, Standard and Poor’s (S&P) downgraded New Jersey’s general obligation debt to
AA- from AA due to concerns regarding the state’s pension system, post-employment benefit
obligations and above-average debt levels. The downgrade impacts $2.6 billion of general obligation
debt, $27.8 billion of appropriation-backed debt and $2.5 billion of moral obligation debt.

After persistent underfunding (including no contributions in 2010 and 2011), benefit enhancements and
market losses, New Jersey’s unfunded pension liability is approximately $30.7 billion. In addition, the
state’s actuarially accrued retiree-health-benefits liability sits at $57 billion. While the S&P
acknowledges that New Jersey continues to have a diverse economic base coupled with high wealth
and income levels, it believes the budget pressure will continue despite recent cuts.

Our Portfolios

SEI Fixed Income Portfolio Management still views the state of New Jersey’s general obligation debt as
a viable investment. We feel that the recent backup in spreads and ratings actions have created buying
opportunities within the market, including certain debt issued within the state. As such, we continue to
hold New Jersey general obligation debt. In an effort to mitigate risk, though, we will adhere to a
moratorium on adding New Jersey’s general obligation debt within the national, specific and focused

mandates. The current amount of this debt within our portfolios represents a negligible position.

This material represents an assessment of the market environment at a specific point in time and is not intended
to be a forecast of future events, or a guarantee of future results. This information should not be relied upon by
the reader as research or investment advice. This information is for educational purposes only.

There are risks involved with investing, including loss of principal. No mention of particular securities should be
construed as a recommendation or considered an offer to sell or a solicitation to buy any securities.

SEI Investments Management Corporation or its employees may sometimes hold positions in the securities
discussed here.

SEI Fixed Income Portfolio Management is a unit of SEI Investments Management Corporation, which serves as
the investment advisor.
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