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Market Review 
 
 

General 
December was largely driven by market anxiety regarding the so called US ‘fiscal cliff’ outcome. As it has 
become usual in US politics, an agreement took place short of the deadline and the feared event was averted in 
the short term. As a result, markets registered some fluctuations as news regarding the event surfaced. The last 
sessions of the year registered a negative tone to it but the last tradng day saw a nice rebound as news regading 
an agreement having been reached surfaced.  
 

Currencies 
As we look back into 2012, the big positive surprise has to be the Euro’s performance as it ended up +1.79% for 

the year. It beat the average return of LATAM 
currencies, which only saw a +0.16% increase for 
the year. A big detractor for the latter, was the BRL 
perforamnce which suffered a depreciation of         
-4.38% for the year, contrasting with the MXN 
appreciation of +8.42% for the period. Asian 
currencies continue to deliver positive result on the 
aggregate. In 2012, the Asian currency basket 
index, saw an appreacitaion of +2.64%, making the 
5 year total return to stand at +0.70% (just as a 
mean of comparrisson, the LATAM basket 5 year 

total return stands at -2.45%). The Yen – not a part of the Asian currency index – lost -11.3% in 2012, making it 
the worst performing G10 currency (actually the only one to register a loss within the group). The CNY 
registered a +1.03% apprecitation, wheras the CNH (offshore) logged a +1.94% gain. 
 
 

Equities 
2012 was a very good year for Equities, albeit not free from sudden corrections all through the year. Japanese 

equity markets surged registering a +21.78% 
increase after two consecutive years of loses. 
Flows into the region benefitted peripheral 
countries as well. The MSCI FE ex-Japan year end 
return proofs this, as it rose +18.78%. Europe 
followed closely with a +16.39%; the US fell behind 
after leading the way throughout the year 
recording a +16% total return. The S&P 500 lost 
about -2% in 3Q12, after the FED announced QE 
infinity and the fiscal cliff negotiations kicked in 
towards the end of the year. LATAM, as a region, 
saw a +12.5% increment with a large return 

dispersion; Mexico, for example, registered a +17.9% year whereas Brazil saw a +7.4% increase. Worth 
mentioning is that the Shanghai index registered a mere +3.17% increase for the year, after being up +11.5% YTD 
by the end of February and as much as -10.90% YTD by the end of November.  
 

Fixed Income 
Fixed Income investments overall had also a very good year. European High Yield had a fantastic year with a 
+22.82% increase, well above the hard currency Emerging Markets return of +18.04%. High Yielding bonds in the 
US returned a +15.81% return for the year. Investment grade bonds in Europe delivered a very interesting 
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+13.30% return but its counterpart in the US only 
a meager +4.56%. The 10-yr risk free UST had 
another positive year of +3.39% despite the low 
interest rate levels at which 2012 began. In terms 
of spreads, all different risk types registered a 
significant tightening move. European AAA’s had 
a 156 bps tightening for the year, whereas in the 
US AAA’s saw a 72 bps tightening. Interesting to 
note is that the 10 year total return for the year 
was +3.39% despite the prevailing low interest 
rate level. The Senior Bank Loan segment 
continued to show increased demand and 

delivered a solid +9.67% return. 
 

Commodities 
The commodity markets presented the largest dispersion in returns of all asset classes in 2012. While Gold saw 

an increase of +7.14 YoY, Oil (WTI) decreased         
-7.09% for the same period. The aggregated index 
saw a calendar return of +2.03% and the metals 
subsector within it, was the best performing one. 
Agriculture registered a +1.81% return for 2012. For 
soft commodities, there was a sharp shift from the 
supply concerns of 2011 that had lifted prices of 
raw sugar, cotton and Arabica coffee to multi-year 
highs. Overstock was king in 2012. The Energy 
subsector lost -1.31%. A shift to the use of Brent 
spot price as the reference oil price caused for the 
spread between WTI and Brent to widen. Brent 

registered a +7.06% increase YoY whereas the WTI lost -7.09%. 
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Disclosures  

1. This article may include forward-looking statements.  All statements other than statements of 

historical fact are forward-looking statements (including words such as “believe,” “estimate,” 

“anticipate,” “may,” “will,” “should,” and “expect”).  Although we believe that the expectations 

reflected in such forward-looking statements are reasonable, we can give no assurance that such 

expectations will prove to be correct.  Various factors could cause actual results or performance to 

differ materially from those discussed in such forward-looking statements.”  

2. Performance is not indicative of any specific investment or future results.  Views regarding the 

economy, securities markets or other specialized areas, like all predictors of future events, cannot 

be guaranteed to be accurate and may result in economic loss to the investor.” 

3. Index performance does not reflect deduction of advisory or transaction fees.  Direct investment 

cannot be made into the indices cited. 

4. This article is intended to provide general information only and should not be construed as an offer 

of specifically tailored individualized advice.  Please contact your investment adviser, accountant, 

and/or attorney for advice appropriate to your specific situation. 

5. Any information provided by Adviser regarding historical market performance is for illustrative and 

education purposes only.  Clients or prospective clients should not assume that their performance 

will equal or exceed historical market results and/or averages. 

6. While the Adviser believes the outside data sources cited to be credible, it has not independently 

verified the correctness of any of their inputs or calculations and, therefore, does not warranty the 

accuracy of any third-party sources or information.i 

 

 


