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Investment performance 
As we can see from the Year-to-Date investment 
performance of U.S. equity categories listed in table 3, 
thus far investor returns have been robust.  At the 
beginning of the year, after a very strong last four months 
of 2011, many investors said they would be pleased with 
a return on stocks of 8%.  As you can see in table 3, 
investors have been rewarded with returns of over 13% 
after only three quarters.  If the fourth quarter does not 
turn into a disaster we will likely hold that return and far 
exceed our expectations. 
 
Below are tables representing the Year-to-Date (YTD) 
percentage growth of each U.S. Large, Medium, and 
Small Cap stock category across Value, Blend, and 
Growth styles, as well as the returns for five bond 
categories. 
 

table 34 

   
 

The same can be said of bonds or fixed-income securities, 
where the past several years have been quite good, and 
that is holding true in 2012.  This year the U.S. Aggregate 
Bond Index is up nearly 4%, and higher risk bonds have 
returned in the 7% range.  These returns are on a great 
pace but investors should be skeptical of these levels 
persisting without pause.  In fact, bonds have lagged 
equity returns, a sign of the abatement of equity market 
fear. 
 
Summary Viewpoint 
In the face of economic uncertainty in 2012 the markets 
rallied strongly in the third quarter amid signs that the 
European Central Bank (ECB) would respond more 
assertively to the continent’s debt crisis and the Federal 
Reserve would embark on another round of quantitative 
easing.  The antidote could be a slow-down in U.S. 
corporate earnings that may cause volatility to come back 
into the markets during the last three months of 2012.  
This, in our view, will bring opportunity for rebalancing 
among investor portfolios, regardless of their appetite for 
long-term growth in a mostly equity based allocation, or 
for a relatively conservative fixed income oriented 
investment profile.  We still prefer equities to fixed 
income securities, and maintain an overweight to Large 
Caps at present. 
 
 

 
 
Another piece of our equity investment thesis heading 
into 2013 is the distance in returns between the haves and 
the have-nots will become much wider.  Corporate 
earnings will come in soft for many companies, but others 
may post in-line or better than expected earnings.  The 
last several quarters have seen a rising tide lifting most 
stocks, and at times dropping them, in unison – we refer 
to this as correlation.  Thus, we feel the correlation among 
stocks will begin to weaken and investors will have to be 
very specific when building an allocation with stocks and 
sectors if they want to outperform their benchmarks. 
                                                            
1 International Monetary Fund: “Report for Selected 
Countries and Subjects.”, World Economic Outlook 
Database, October 2012 
 
2 Business Week: September 5, 2012; by Pan Pyles; 
Bloomberg L.P. 
 
3 World Economic Forum, Switzerland: “The Global 
Competitiveness Report 2012-2013.” 
 
4 Morningstar, Inc. Retrieved on October 25, 2012. 
_____________________________ 

Past performance is no guarantee of future results. Indexes are 
unmanaged, do not incur fees or expenses and cannot be invested in 
directly. Investing in sectors may involve a greater degree of risk than 
investments with broader diversification. International investments are 
subject to additional risks such as currency fluctuations, political 
instability and the potential for illiquid markets. Investing in emerging 
markets can accentuate these risks.  
 
The information contained herein is obtained from sources believed to 
be reliable, but its accuracy or completeness is not guaranteed. This 
report is for informational purposes only and is not a solicitation or a 
recommendation that any particular investor should purchase or sell 
any particular security. All expressions of opinions are subject to 
change without notice. 
 
The opinions voiced in this material are for general information only 
and are not intended to provide specific advice or recommendations for 
any individual.  To determine which investment(s) may be appropriate 
for you, consult your financial advisor prior to investing.   
 
Securities offered through LPL Financial, member FINRA/SIPC.  
Investment advice offered through Centurion Asset Management LLC, a 
registered investment advisor and a separate entity from LPL Financial. 
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