
 

 

Dear Clients and Friends,  20th April, 2011 

 

What a tumultuous start to 2011 with the first three months containing two events the likes of 
which usually happen no more than once in a generation. First widespread uprisings seemed 
poised to sweep out a whole culture of government control and corruption across a major region 
of the world. Then we witnessed tragic devastation as a powerful earthquake, tsunami and 
nuclear meltdown hit at the heart of a major developed economy. Despite the jitters stimulated 
by these ‘Black Swan’ events, the markets marched stoically to further gains based on the 
underlying strength of corporate earnings, and continued hope for further recovery in the global 
economy.   

The first quarter began with Wall Street’s forecasts suggesting another good year ahead for the 
equity markets. Meanwhile concerns continue to increase over the risk to bond portfolios from a 
more proactive Fed, as well as the prospect of inflation. In this environment we believe that 
holding in aggregate anything other than short duration bonds would pose undo risk for our 
clients’ assets. Consequently we are comfortable with our clients holding cash instead of long 
term bonds for the time being.  

The continued recovery in the equity markets saw the S&P 500 Index gain 5.9%, the Russell 
2000 Index return 7.9%, and the EAFE rise 3.4%. And of course these gains were all realized 
against the backdrop of events in the Middle East and Japan, and an increase in oil prices of 
approximately 16%. Despite the resilient performance of the markets so far this year we 
recognize that the short term outlook for equities is quite uncertain. There are a variety of factors 
competing to influence the next phase of market development, including the forthcoming ending 
of quantitative easing in the US and the specter of inflation which haunts most of the major 
world economies.  
 
Our understanding of the situation in the Middle East was considerably enhanced by a visit that 
Nick made in March to Amman (Jordan), Abu Dhabi and Dubai. As Chairman of the Society of 
International Business Fellows (SIBF), Nick accompanied a group of US executives on a tour 
which involved considerable interaction with local business managers and leaders, and included 
an audience with the King of Jordan. What was notable throughout the region was the incredible 
excitement, sense of optimism and hope for democratic change and increased economic 
prosperity. This feeling seemed most pronounced among the rising middle classes.  
 
Despite the often negative coverage in our media the Middle East has many positive attributes. 
For example, while most developed countries face the demographics of an aging population, 
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