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As a life-long New England resident, I’ve been raised on the phrase, “if you don’t like the weather today, wait a minute and it will change.”  That expression nicely describes the stock market of 2011!  After suffering through dismal returns in the third quarter, the final 3 months of the year saw the market reverse in an upward direction such that the Standard & Poor’s (S&P) 500 stock index ended the year slightly above where it started.  Small and mid size company stocks also posted impressive returns during the last quarter, as measured by the Russell 2000 Index, however, they still ended the year with losses as did international stocks as measured by Morgan Stanley Capital International (MSCI) World Index.  Although the overall momentum during the fourth quarter was positive, significant volatility existed on a day to day basis.

Throughout 2011, the stock market appeared to respond to the emotions of investors rather than to current economic conditions or the fundamental value of companies.  Bad news out of Europe seemed to overshadow any progress we saw in the U.S.  Domestically, unemployment numbers continued to decline and retailers enjoyed significant increases in sales during the critical holiday shopping season.  Frustration with the lawmakers in Washington added to the skepticism of investors rather than allowing them to focus on the strong earnings growth exhibited by U.S. corporations.

Looking forward to 2012

We may be in for “more of the same” in terms of volatility for the beginning of 2012.  The drama in Europe continues on a daily basis and our lawmakers still can’t seem to agree on much of anything.  With an election coming up in November, it’s likely the uncertainty will hang over the market until there is some additional clarity to restore investor confidence.  To quote Jeff Kleintop, Chief Market Strategist at LPL Financial, his tagline for investors going forward is “volatility may create opportunity.”

We remain optimistic for continued progress in the US economy in 2012 resulting in “sluggish” growth, but growth nonetheless.  The Federal Reserve has committed to keeping interest rates low into 2013, which should bode well for corporate expenditures and the housing market.  With such low current rates on bond interest, we continue to be quite selective in our bond investments and are also monitoring for evidence of inflation.  

As always, please contact us with any questions.

The opinions voiced in this material are for general information only and are not intended to provide specific advice or recommendations for any individual. To determine which investment(s) may be appropriate for you, consult your financial advisor prior to investing. All performance referenced is historical and is no guarantee of future results. All indices are unmanaged and may not be invested into directly.









