
 
 

 

Dear Clients and Friends,         20th July, 2011 

It is often said that bull markets climb a wall of worry. This year investors have a host of things 
to be concerned about including meager economic growth in the developed world, lack of 
domestic job growth, intensifying sovereign debt fears in Europe, and rising inflationary 
pressures, especially in emerging markets like India and China. These potentially worrisome 
issues have caused the market to continue to hover in a somewhat chaotic fashion.  After 
following negative sentiments for much of the second quarter, global stock markets in the last 
week of June decided all was right with the world once again; resulting in the S&P 500 Index 
increasing 5.6% - the best week in nearly two years for US equity markets.  After all the intra-
quarter volatility the equity markets finished mostly flat with the S&P 500 up 0.1% and the 
International EAFE Index up a modest +1.8%. The bond markets continued to show some 
recovery with the Barclays Aggregate Bond Index up 2.3%. 
 
Despite these market concerns, corporate earnings continue higher, market valuations seem 
reasonable by historical standards and growth in the major emerging markets is still strong.  In 
fact, corporate balance sheet liquidity in the US is close to $2 trillion and represents the highest 
proportion of total assets since the early 1960s (see graph below).  This liquidity to us is a sign 
that corporate America is well positioned to either reinvest in themselves or acquire other 
corporate assets to enhance their market position.  
 

 
 
 
 
 



 

On a personal note, several of us have taken our children to visit various colleges and schools, 
and were struck by the diversity and nationality of many students waiting in the lobbies of the 
admissions office.  Not surprisingly, a large number of these applicants waiting for an 
admissions interview were from the Far East.  According to the Open Doors report, (published 
annually by the Institute of International Education), students from China make up the largest 
number of foreigners studying in the States at 127,628 for the 2009/10 school year.  This figure 
is up three fold from 1995/96 when that number stood at 39,613 and up 30% from the previous 
year alone.  Students from India represent the second largest source at 104,897 up from 31,743 
since 1995/96 and in third place are South Korean students at 72,153.  Certainly these trends 
validate the incredible global demand for a spot within the U.S. classrooms of higher learning.  
The presence of these students from abroad not only reminds us of the magnitude of economic 
change occurring in the emerging growth nations, but also the importance of a global investment 
focus. 

As the world’s economic markets shift, more and more capital will find its way to these markets. 
A case in point was the July announcement that Nestle is in talks to buy the Chinese candy 
maker Hsu Fu Chi International.  Nestle’s management projects that by 2020 45% of their 
revenues will be derived from emerging economies.  As we have said before, we believe the 
rising middle class in these growing parts of the world bodes well for big brand companies like 
Procter & Gamble, Kraft, Coca-Cola, Johnson & Johnson etc. 

Besides the investment opportunities in big, U.S. mega-cap stocks and emerging market stocks 
we are also seeing greater opportunities within the non-public, alternatives categories.  While last 
year we were busy sourcing private debt opportunities such as distressed and mezzanine debt 
management strategies, this year we have been more focused on private real estate opportunities 
where former owners are being forced to sell at deeply depressed valuations.  With so many 
commercial real estate loans coming due in the next 12-48 months we anticipate a greater 
volume of opportunity in the private real estate area. At the same time we are also seeing more 
opportunities for private equity investment in the lower, middle market space.  Smaller 
companies in need of capital for growth are turning to private equity capital since there is still 
limited sources of bank capital.  These private equity firms are currently able to invest capital at 
very favorable terms for their investors. 

As the firm enters its fifth year we welcome new faces to the firm.  Cam Simonds recently joined 
us as a client service officer.  Cam grew up in Atlanta, attended Pace Academy and is a graduate 
of Presbyterian College.  Marina Tanjga joined us earlier this year as a corporate intern. She is an 
MBA candidate from Georgia State University and will be helping us with special projects. 

As always, we are ever grateful to our clients for your loyalty and support. 

 

 


