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wo years ago Greece was in turmoil. Interesting… Greece
is still in turmoil! Two years ago there was much noise in
the media, and understandably filtering down into the individual
investor mindset, that the end was imminent… hyper-inflation was
months away, along with the collapse of the dollar and the implosion
of the markets. Yet here we are, two years later, still alive and kicking.
The market closed the second quarter of 2012 on June 29 with a flourish, the
S&P 500 up 2.15% on the day, rebounding decently from an earlier 9% drop during the
month of May. Year-to-date, the S&P 500 is up about 6%, although at the end of the
first quarter it was up 11%.
The increase in overall volatility of the markets makes analysis and projections
even more challenging than normal. But, investors and advisors alike have been
experiencing increased volatility long enough that we all are beginning to accept the
fact that choppy markets seem to have become the new normal.
While we don’t want to “chase” returns, sectors, or managers, the new equilibrium of
volatility does tend to dictate the need for frequent and careful analysis of your existing
investments, and the alternatives that may become appealing. From time to time, that
analysis brings to light compelling cases to make changes in your account(s).
In that spirit, don’t be surprised if you hear from us with suggestions for your portfolio,
and please don’t hesitate to let us know when you encounter life situations that alter
your risk tolerance, time horizon, or investment objective. It’s important to maintain a
suitable match between you and your investments.

he markets comprise several segments… growth,
value, blend, domestic, international, stocks, bonds,
small-cap, mid-cap, large-cap, etc. “Every dog has
its day,” and every market segment has its year. The
trouble is, no one knows which segment is going to shine
in any given year.
Which brings us to diversification, and the Callan Periodic
Table on the preceding pages. The chart illustrates
the difficulty in predicting the success of any particular
market segment in any given year, and thus the
importance of the long-term investor diversifying across a
wide spectrum of investment segments and risk classes.
Case in point… last year the Barclay Capital Aggregate
bond index was the best performing segment, at 7.84%.
Perhaps ironically, it was the worst performer in 2010.
For a surprising five consecutive years spanning 2003
– 2007, the MSCI Emerging Markets Index sat atop
the rankings, followed by a drop to the cellar in 2008,
followed by a jump back to the top in 2009, then back
in the cellar last year. This highlights both the recent
challenge of international investments, and the volatility
of the ranked index performance over time.
Because your portfolio is invested across several market
segments, beginning with this report we have moved
away from comparing your performance to the S&P
500 alone, and created a composite index including an
appropriate blend of various indices against which to
measure your account performance. We believe this will
be a more meaningful comparison going forward.

Sincerely,

John D. VanDyke

Update VanDyke 7 - 2012.indd 2

Normal?
7/12/2012 10:29:48 AM

