January 7th, 2012

As we enter 2012, we have become more optimistic after a difficult 2011 stock market. The negative global macro economic issues overshadowed the positive progress the U.S. economy and individual companies have made towards recovering their growth.  After much volatility and market gyrations the stock market as measured by the S & P 500 finished the year slightly up at 2.09%.

Once again Europe dominated the headlines with concerns over a Euro breakup, a pending liquidity crunch and defaults on sovereign debt. Here at home the news was more positive with employment numbers and manufacturing activity seeing improvement albeit at a snail’s pace, the housing market showing signs of stabilization and a consumer that continued to spend.

It is surprising, given all of the negative news including the European issues, the US political and government gridlock, that the US economy and companies have continued their recovery.  While many companies have seen some reluctant purchasing in their end markets and have less conviction about the economy for 2012, they are defensively positioned with robust cash flow levels, strong productivity and solid balance sheets. In other words, they are prepared to handle another recession if one were to appear. The issues in Europe will continue to have an impact on global US businesses, but it has been manageable so far, as many corporations have increased their exposure to the higher growth markets of the world, including South America and Asia.  A further slowdown in China would be another obstacle for US multinational companies to overcome. We feel the problems in Europe are far from solved but believe progress has been made to deal with the very difficult issues of a sovereign contagion, a banking crisis and recessionary conditions.  We are convinced that eventually the hard decisions will be made and over time European economies will improve. In the future the EMU may look different than it does today and the real possibility of further EMU deterioration are considerations we look at every day for both the future growth of the US economy and for the multinational companies in your portfolios.

The European Union (EU) is composed of 27 nations, which share trade and economic agreements.  At the next level is the European Monetary Union (EMU), which consists of 17 nations that all share a common currency, the Euro. Countries such as the UK, Czech and Turkey are members of the EU, but not the EMU. The latter, also, has strict fiscal and monetary guidelines that its members must follow and are at the center of Europe’s issues today. 

For 2012 there will be many regulatory changes in the financial industry including for Registered Investment Advisors. One of the biggest changes for firms like ours is that our regulation will be moving from the SEC umbrella to the State of Colorado. The State has different requirements, sometimes more robust, for their advisors. As a result, we have been revising our ADV and management contracts. Compliance with all of the new regulations and guidelines has compelled us to make some changes that will benefit both our clients and ourselves.  We anticipate that in 2012 we will be making some exciting changes, such as our transition to a new location.  Additionally, for our Charles Schwab clients, this will be the first year that Schwab will send to the Internal Revenue Service our client’s 2011 sales along with the associated purchase price according to Schwab’s records.  As always, we will be sending our clients HCM’s Realized Gains and Loss Statement, which in some cases may have a different cost basis than Schwab’s.  If you or your accountants have any questions please do not hesitate to contact us. We believe all of these changes will ultimately be beneficial to our clients and want to assure you that both Kathy and Terry are available to assist you in any transition issues that may occur.

As we move into this New Year and face these changes, we feel its essential that we meet each of you individually over the next few months to review your accounts, go over our business plan and answer any questions you may have concerning these changes. We thank you for your continued business support and look forward to talking to you soon.

