
 

 

 
 
 
 
 
 
 
January 4, 2012 
 

2011: The Year in Review 
 
Dear Client, 

 
 
With the start of a new year, market forecasters are busy peering into their crystal balls for clues as to 
what 2012 may bring investors. Before looking ahead to 2012, however, I think it’s important to first 
step back and review what made 2011 such a challenging year for stock market investors here and 
around the world. 
 
Early in 2011, revolts in Tunisia, Egypt, Libya and elsewhere in the Middle East and North Africa 
caused global oil prices to spike higher. In March, an earthquake and tsunami jolted Japan, causing a 
disruption in supply chains that reverberated across the global economy. Despite these events, the U.S. 
stock market, as well as many international stock markets, ended the first quarter of 2011 with solid 
gains.  
 
Over the spring and summer months, however, European stocks suffered broad declines, as did those 
of many emerging markets, including China. Greece’s worsening sovereign debt crisis continued to 
make headlines. Eventually, concerns about high debt levels spread to other European nations, 
particularly Portugal, Spain, and Italy.  
 
Meanwhile, the U.S. suffered through its own debt crisis over the summer, as Congress struggled to 
reach an agreement to raise the nation’s debt ceiling. A last-minute compromise was not enough to 
prevent Standard & Poor’s from downgrading U.S. government debt from AAA to AA. With the 
downgrade came a spike in market volatility. On August 8 alone, the S&P 500 Index fell 6.7%, only to 
rally 4.7% the next day. 
 
By September, many economists were calling for a double-dip recession in the U.S., due to the 
combined toll of Japan’s earthquake, Europe’s debt woes, political gridlock in Washington D.C., 
bruised consumer confidence, and other challenges. But the U.S. economy defied these predictions and 
in fact has shown renewed signs of resilience in recent months. Initial claims for unemployment 
benefits recently fell to a 3½-year low. Unemployment, while still frustratingly high, fell from 9.4% in 
January 2011 to 8.6% by year-end. Housing starts were up significantly in November, consumer 
confidence has rebounded, holiday retail sales were robust, and corporate profits have remained solid.  
 
Despite all the volatility, the S&P 500 Index was essentially unchanged in 2011 (down 0.003%).  
However, both developed and emerging international markets fell, with the MSCI EAFE index down 
14.82% and the MSCI Emerging Markets Index down 20.41%, respectively. 
 
 
As I look ahead to 2012, I believe stock markets around the world will continue to be volatile. Europe 
remains fragile and if the situation there deteriorates, it could have a negative impact on U.S. banks 



and the U.S. economy. Here at home, we will have a Presidential election that will surely be 
interesting, to say the least.  
 
No matter what the markets have in store for us over the near term, I will continue to focus on solving 
your long-term financial challenges and goals. Thank you for your trust and I wish you and your 
family a healthy, happy, and prosperous New Year.   
 
Sincerely, 
 
 
 
 
Mike Ovshak 
CFP® 

 

1 All indices are unmanaged and investors cannot invest directly into an index. Past performance is not indicative of future 
results. The S&P 500 Index is a broad-based measurement of changes in stock market conditions based on the average 
performance of 500 widely held common stocks. The Morgan Stanley Capital International Europe, Australasia and Far 
East (MSCI EAFE) Index is an unmanaged market capitalization-weighted index of equity securities of companies 
domiciled in various countries. The Morgan Stanley Capital International Emerging Markets (MSCI EEM) Index is an 
unmanaged market capitalization weighted index of equity securities designed to represent the performance of emerging 
stock markets throughout the world, excluding certain market segments unavailable to U.S. based investors. Diversification 
does not assure a profit or protect against a loss in declining markets. 

 


