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Market Performance Recap 

Believers in the “January indicator” should be excited about the prospects for stock market gains in 
2012, as the first month’s performance was extraordinary. For the first time since October 2010, the 
NASDAQ had the strongest monthly gains of the four domestic indices; it's now up more than 20% 
from its 2011 low last October and is just 60 points away from its 2011 closing high last April. The 
small caps of the Russell 2000 weren't far behind for the month, and their 30% gain since last 
October has outpaced the rest of the domestic indices. The blue chips of the S&P 500 and the Dow 
industrials had their best January since 1997, and are up more than 19% and 18% respectively since 
last October. Even the Global Dow saw renewed investor optimism despite a flurry of credit rating 
downgrades in Europe. 

Demand for U.S. Treasuries remained steady, especially after the Fed forecast low interest rates 
through late 2014. The euro continued to suffer, hitting $1.27 at one point before rebounding to end 
the month just under $1.32. Oil prices hovered around $100 a barrel, and after retreating for months 
last fall, gold turned upward once again to end January at roughly $1730 an ounce. 

Market/Index 2011 Close As of 1/31 Month Change 

DJIA 12217.56 12632.91 3.40% 

NASDAQ   2605.15  2813.84  8.01% 

S&P 500   1257.60  1312.40  4.36% 

Russell 2000     740.92    792.82  7.00% 

Global Dow   1801.60  1915.01  6.29% 

Fed. Funds 0.25% 0.25%   0 bps 

10-year Treasuries 1.89% 1.83% -6 bps 

 The Dow Jones Industrial Average (DJIA) is a price-weighted index composed of 30 widely traded blue-chip U.S. common stocks. The S&P 500 is a 
market-cap weighted index composed of the common stocks of 500 leading companies in leading industries of the U.S. economy. The NASDAQ 
Composite Index is a market-value weighted index of all common stocks listed on the NASDAQ stock exchange. The Russell 2000 is a market-cap 
weighted index composed of 2000 U.S. small-cap common stocks. The Global Dow is an equally weighted index of 150 widely traded blue-chip 
common stocks worldwide. Market indexes listed are unmanaged and are not available for direct investment.  Equities data reflects price changes, not 
total return.  
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The Month in Review 

• Unemployment was down for the fourth straight month; December's 8.5% was almost a full 
percentage point lower than the previous December's 9.4%. The Bureau of Labor Statistics 
said the biggest gains were in transportation/warehousing, retail, and manufacturing. 

• The U.S. economy grew at an annual rate of 2.8% during 2011's final quarter. The initial 
estimate, which could be subject to revision, was higher than Q3's 1.8%, but the Bureau of 
Labor Statistics said higher inventory levels were a major factor. 

• Standard & Poor's downgraded its long-term ratings on nine Eurozone countries as well as the 
European Financial Stability Fund. The downgrades had little impact on financial markets, 
which seemingly chose to focus on the renewed possibility of a deal on Greek debt. However, 
an agreement with bondholders had not been reached by month's end. Meanwhile, yields on 
Portuguese 10-year bonds exceeded 16%, a euro-era record for the country, while Italy was 
able to auction 10-year bonds at just over 6%. 

• The Federal Reserve said it expects to keep interest rates at "exceptionally low" levels through 
at least late 2014, longer than previously anticipated. 

• Inflation at the consumer level was unchanged in December, helped by declining energy costs, 
but food and energy costs helped push consumer inflation to 3% in 2011, almost twice 2010's 
1.5% increase but still within the Fed's comfort zone. At the wholesale level, food and energy 
costs cut inflation by 0.1% in December, but for all of 2011, wholesale inflation was up 4.8%, 
an increase from 2010's 3.8%. 

• Interest rates on 30-year fixed-rate mortgages hit a new all-time low of 3.88%, according to 
Freddie Mac, marking the seventh consecutive week below 4%. According to the National 
Association of Realtors®, home re-sales were up 5% in December, and the Commerce 
Department said new housing starts of single-family homes rose 4.4%. However, the 
Commerce Department also said December sales of new homes were 2.2% below November 
and 7.7% below December 2010. Home prices continued to fall; the 20-city S&P/Case-Shiller 
index was down 3.7% from a year ago. 

 
Eye on the Month Ahead 

As Greece draws closer to the scheduled date for receipt of its next bailout installment, an 
agreement with private bondholders will become increasingly critical. As the Q4 corporate earnings 
season draws to a close, investors will try to gauge whether the results can be sustained into the New 
Year, and whether large caps will continue to be eclipsed by the NASDAQ and small caps. 

Key dates and data releases: auto sales, U.S. manufacturing, construction spending (2/1); weekly 
new jobless claims, business productivity and labor costs (2/2); unemployment/payrolls, U.S. 
services sector, factory orders (2/3); international trade, consumer sentiment (2/10); retail sales, 
business inventories (2/14); Empire State manufacturing survey, industrial production, Federal 
Reserve Open Market Committee minutes, international capital flows (2/15); housing starts, 
wholesale inflation, Philadelphia Fed survey (2/16); consumer inflation, index of leading economic 
indicators (2/17); home re-sales (2/22); new home sales, consumer sentiment (2/24); pending home 
sales (2/27); durable goods orders, home prices, consumer confidence (2/28); 2nd estimate of Q4 
gross domestic product, Fed beige book release (2/29). 
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Investment Strategy Recommendations  
 
CapGroup’s Investment Committee meets weekly to discuss economic conditions, the effects of 
these conditions on the financial markets and the appropriate investment response within our 
Managed Strategies.   In these sessions, we process inputs from a variety of institutional quality 
resources, including Callan Associates, the Bank Credit Analyst (BCA), AdvisorIntelligence, and a 
dozen or more investment management firms with deep and talented research staffs.  Our 
deliberations and insights are compiled and summarized in a bi-weekly piece called the CapGroup 
Investment Strategy Notes, which is used by our Advisors to discuss our current thinking with our 
Clients and other interested parties.  A copy of our current edition of the Investment Strategy Notes 
can be accessed by clicking on this link.  Please feel free to call your CapGroup Advisor for a 
discussion of its contents.   

 

 
 
 
 
 
 
 
 
 
 
 
 
 
________________________________________________________________________________ 
 
Important Disclosure:  

Capital Advisory Group, LLC (CapGroup) is an SEC-Registered Investment Adviser. 
 

Past performance may not be indicative of future results, and there is no guarantee that any investment will 
be profitable.  All information presented herein is based on sources deemed reliable, but no warranty or 
guarantee is made as to its accuracy or completeness. Due to various factors, including changing market 
conditions, the content may no longer be reflective of current opinions or positions. Moreover, you should 
not assume that any discussion or information contained in this memorandum serves as the receipt of, or as a 
substitute for, personalized investment advice from Capital Advisory Group, LLC. Please remember to 
contact us if there are any changes in your personal/financial situation or investment objectives for the 
purpose of reviewing/evaluating/revising our previous recommendations and/or services. Please also advise 
us if you would like to impose, add, or to modify any reasonable restrictions to our investment advisory 
services. A copy of our current written disclosure statement discussing our advisory services and fees remains 
available for your review upon request.                       

Some of the information provided in this report was prepared by Forefield, Inc. Forefield, Inc. does not provide legal, 
tax, or investment advice.  All content provided by Forefield, Inc. is protected by copyright. Forefield, Inc. is not 
responsible for any modifications made to its materials, or for the accuracy of information provided by other sources.  

http://www.thecapgroup.com/wp-content/uploads/2012/02/012412_Investment_Strategy_Notes.pdf

