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

benchmark, reflects a balance between our view that equity valuations are attractive and the 

uncertainty surrounding the financial cliff, the debt ceiling negotiations beginning in February 

and the level of tax increases and spending cuts likely in 2013.  

If a temporary patch taking a meaningful step toward solving the financial crisis in the 

United States becomes a reality, investors are likely to focus more closely on equity valuations.  

Investor confidence in current equity valuations will be influenced by the economic impact any 

temporary patch might have on GDP growth.  However, just as importantly, any meaningful 

reduction in uncertainty regarding these issues is likely to be viewed positively in itself. 

So far, the positives seem to outweigh the negatives in our view.  Lower gasoline prices 

today are likely to help stimulate economic growth in 2013.  Home prices that climbed more than 

forecast in October, support a continued rebound in real estate that could help bolster the U.S. 

economy next year.  However, according to a report published by The Purchase, a New York 

research firm, U.S. holiday sales growth may have slowed by more than expected this year.     

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.   

 

All eyes are on the United States and the financial cliff 

now.  A temporary patch is the most likely outcome at 

this late date.  Debate over the Debt Ceiling comes 

next.  We are maintaining a modestly conservative 

asset allocation relative to our clients’ benchmark 

portfolios while these issues are addressed.  

Robin Smith, CFA, CFS, EA 
 

 

Our modestly conservative asset allocation relative to each client’s benchmark 

portfolio is supported by our expectation that some progress will be made toward 

resolving the current financial crisis in the United States, combined with the 

reality that any resolution will impact GDP growth in the future. 
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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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