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Our modestly conservative asset allocation, when compared to each client’s neutral 

benchmark, reflects a world economy that continues to work toward financial stability – 

something that will take years to achieve. 

During the second quarter of 2012, events in Europe continued to show promise.  Greece 

voted to stay within the euro zone and committed to an effective austerity program. 

In the United States, economic data have continued to support moderate growth in 2012, but 

real questions remain for 2013.  The Federal Reserve extended its “Operation Twist” program 

until year end, which will help keep interest rates low for the remainder of this year.  On June 

20
th

, demand for the 17-nation euro was bolstered as leaders at a Group of 20 European nations 

pledged to take “all necessary policy measures” to defend the currency union. 

We raised cash in clients’ portfolios early in the second quarter as the equity market retraced 

most of its gains for the year and as we prepared to take advantage of better valuations in the 

international market.  Toward the end of the second quarter, all portfolios moved closer to their 

customized benchmarks and excess cash was once again eliminated.  When compared to each 

client’s personalized benchmark weightings, equity positions remain over weighted toward the 

U.S. and focused on undervalued conservative, safe harbor investments.  Clients with fixed 

income positions remain focused on investments with shorter maturities and durations that offer 

above average yields. 

 

 

 

Toward the end of the second quarter, we moved our 

clients’ portfolios to a less conservative asset allocation 

relative to their benchmark. Better market valuations 

have improved the risk/reward tradeoff and recent 

international events have demonstrated Europe’s 

commitment to achieving greater financial stability.  

Robin Smith, CFA, CFS, EA 
 

 

Should the European economy and the resolve of its citizens weaken 

unexpectedly, we will not hesitate to raise cash.  On the other hand, should 

Europe continue to move in the right direction and international conditions 

improve as expected, we will not hesitate to move into a more aggressive posture. 
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All economic and performance data is historical and not indicative of future results. The market indices discussed 

are unmanaged. Investors cannot invest in unmanaged indices. The publisher is not engaged in rendering legal, 

accounting or other professional services. If other expert assistance is needed, the reader is advised to engage the 

services of a competent professional. Please consult your Financial Advisor for further information. Additional risks 

are associated with international investing, such as currency fluctuations, political and economic instability and 

differences in accounting standards. 

 

These views are those of CapitalCrest
TM

, and not the presenting Representative or the Representative’s 

Broker/Dealer, and should not be construed as investment advice to anyone who is not a client of CapitalCrest. 

 

The Dow Jones Industrial Average is a price-weighted index of 30 actively traded blue-chip stocks. The NASDAQ 

Composite Index is an unmanaged, market-weighted index of all over-the-counter common stocks traded on the 

National Association of Securities Dealers Automated Quotation System. The Standard & Poor's 500 (S&P 500) is 

an unmanaged, market-weighted index of common stock considered to be representative of the stock market in 

general.  It is not possible to invest directly in any index. 

 

The MSCI World Index is a free-float weighted equity index that includes developed world markets, and does not 

include emerging markets. The MSCI Emerging Markets Index is a float-adjusted market capitalization index 

consisting of indices in more than 25 emerging economies. The Dow Jones—UBS Commodity Index SM is a highly 

liquid and diversified benchmark that allows investors to track the commodity futures market.  The named 

Broker/Dealer does not give tax or legal advice. All information is believed to be from reliable sources; however we 

make no representation as to its completeness or accuracy. 
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