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Following a tumultuous three months in the markets, the second quarter of 2011 ended with a bang.  
We saw the Dow Jones Industrial Average reverse a six week down trend to add 480 points in the last four days!  
Quite a spectacular finish to a muddled 3 months.

Bonds staged a rally as interest rates declined.  And municipal bonds, after selling off dramatically, were the best performing asset class despite warnings of default from a prominent analyst at the beginning of the year. 

To what do we attribute these market movements?  Here are some key factors that appeared to influence the market over the second quarter:

· The Federal Reserve continued to provide liquidity to the economy by purchasing Treasury bonds through their quantitative easing program, QE2

· The crisis in Greece weighed on the market through much of the quarter.  That weight was lifted when they voted on an austerity plan

· Data on manufacturing activity and consumer confidence came in higher than expected at the end of June

· The labor market continued to add jobs at a steady, albeit slow, pace

Expectations for the 3rd Quarter - Of course, we’re the first to admit that we can’t predict the market, but the following factors could be influencers over the next 3 months:
· Continued improvement in corporate profits

· The end of the Federal Reserve’s Economic Stimulus Program

· Modest, uneven economic & job growth

· Impact of the decline of the U.S. dollar relative to foreign currencies 

· Potential for the return of inflation  

Our expectation is that the factors above will result in continued market volatility during the third quarter; however we do not see a double-dip recession.  

It is also likely that inflation will return as we move towards the end of the year, potentially enough to affect the prices of bonds.  
The Good News and the Bad News

The good news is that we continue to make progress in our climb out of the economic downturn.  The bad news is that progress in many areas has been modest and continues at a much slower rate than past recoveries.

What We’re Considering

In the summer months to come we will remain focused on attempting to navigate the choppy waters.  We will be paying particular attention to the bond market, and consider reallocations if, and when, interest rates begin to rise.  On the equity side, we will continue to examine your foreign allocations to take advantage of currency weaknesses as well as explore potential opportunities on the domestic side that reflect the new look of our economy.  

As always, if you have any questions, please don’t hesitate to contact our office.
From the desk of Marion B. Gilman CFP®.   July 2011


  





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. 
















