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“Dow Starts Year With a Spring”; that was the March 31st headline in the Wall Street Journal weekend edition 

of the Business Section.  The Dow Jones Industrial Average finished the quarter +8.1%, with the S&P + 12%, 

and the NASDAQ +19%, its best first quarter since 1991.  Interest rates also moved up as the 10-year Treasury 

bond peaked the week of March 19th at 2.39% before settling around 2.25% for the quarter end. 

While there were a number of crosscurrents during the quarter, it was clear that the positive trends prevailed.   

Those positives included an improvement in the unemployment rate, advancement in several regional surveys 

including New York and Philadelphia, and a stabilization in the housing market.  In addition, Federal Reserve 

monetary policy remains extremely accommodative, keeping interest rates at historic lows.  For now, even the 

European economies seem to be muddling through in a better than expected fashion, with some countries 

falling into mild recessions, and others like Germany and France managing to keep their economies growing, 

albeit intermittently and slowly. 

An emerging trend that we find particularly promising is the concept that manufacturing which has been done 

overseas for the past few decades will, for a number of reasons, be returning stateside over the next five years.  

The compelling reasons for this theory include rising labor costs abroad, improvement in the quality of domestic 

manufacturers, lower and more reliable transportation costs, stable government, and reduced risk of being held 

hostage to natural disasters.  We are very enthusiastic about this ongoing change, and look for gains in 

companies that benefit from this shift. 

As always, there are some headwinds that cannot be ignored.  Some of them, like the potential for war with 

Iran, are difficult to invest around.  Others, like the slowdown in the Chinese rate of growth, can be factored 

into earnings’ growth rates for the companies that rely heavily on doing business in China, or selling their 

products into the Chinese markets.  Rising gas prices at the pump is also becoming a source of concern for 

domestic growth.   The American consumer may begin to feel pinched, though there are few signs of this yet in 

retail sales numbers. 

Volatility will continue to be the order of the day, based in part on some of the aforementioned headwinds.  

Lest we forget, during 2011 alone, the S&P rose 7.6% through July 7, plunged 18.8% through October 3, and 

then rose 14.4% by the end of the year.  2010 looked much the same.  That having been said, we will continue 

to look for opportunities in the areas of the market that seem the most promising, while taking into 

consideration any ongoing changes in our domestic growth prospects, as well as any changes to the global 

growth story. 
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