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Dear Client: 
 
Happy New Year! Reviewing 2011 we saw markets begin the year calmly, but the tranquility was 
not to last. With the government stalemate over the debt ceiling in July, continued debt crisis 
headlines from Europe and monetary tightening in key emerging markets, the global market’s roller 
coaster ride took off. We saw drastic swings in the markets as daily, weekly and quarterly volatility 
continued throughout the second half of the year. When the smoke cleared the S&P 500 stocks were 
basically flat for the year, except for dividends. Diversification worked as bonds fulfilled their role 
as a counterweight to a bipolar stock market with solid increases for the year. 
 
The fourth quarter’s strong equity performance and modest gains in our core bonds brought the 2011 
annual returns to modest increases over 2010. Our core equity funds that track the S&P 500 had 
gains of just over 2% for the year. The long-term investment-grade bond fund ended the year with 
an amazing 17% return. Every Bedrock tactical portfolio had gains for 2011.  
 
The strategic asset classes outside of our core funds did not fare as well. Small and mid-cap stocks 
closed the year down despite posting double-digit fourth-quarter gains. Fear over Europe and 
slowing growth in China dragged foreign stocks down over 15%, with China concerns and a flight 
from risk hitting emerging-markets stocks even harder; they fell 18%. These global fears carried into 
the international real estate portion of Bedrock’s clients’ portfolios as this asset class was dragged 
down in 2011 after achieving two years of double-digit returns. High-quality intermediate bonds, 
like our long-term core bond holdings, were on the other side of the volatility, with sharp flight-to-
safety rallies that helped net full-year gains for fixed income.  
 
Bedrock Update 
Tony Blagrove and his fiancée Lannie spent two weeks exploring Argentina and Chile, finally 
fulfilling their long-time wish to eat as much steak and wine in one trip as humanly possible. 
Starting in Santiago, they traveled across the continent by bus making their way to Cordoba, Buenos 
Aires, and finally Mendoza. The highlight of their trip was in the Mendoza region of Argentina with 
their fabulous Malbec wines and outdoor activities of white-water rafting, hiking, and horseback 
riding.  
 
Bedrock offered two webinars to our network of tax professionals and attorneys that work with our 
clients this past quarter. Sharon Lacy and Joel presented a webinar on “Optimizing Social Security 
Benefits” in October and Eric and Joel led “Does a Roth Conversion Make Sense?” in November. 
Both webinars were well received by the professionals that attended. Recordings of both webinars 



 

 

are available on the Bedrock website if you would like to learn more about these topics and how 
Bedrock adds value through financial planning strategies. 
 
There are some procedural matters we bring to your attention this time each year.  In your packet 
this quarter you will find Bedrockôs ñPrivacy Statementò detailing our commitment to maintaining 
our clientsô confidentiality.  
 
We have also included the annual tax letter which explains how weôve partnered with Fidelity to 
provide you with the comprehensive and detailed information that you will need to file your taxes. 
 
Current Economic Situation 
Our base economic view for 2012 is that there will not be a major global financial crisis, but growth 
will remain slow due to ongoing headwinds from countries deleveraging their balance sheets and 
reducing their debt. The US economy continues to recover from the Great Recession and is better 
positioned for faster growth than most of the other developed counties. Europe is the obvious big 
risk in the near term. The region must demonstrate political unity and the financial capacity required 
to provide a sufficient financial backstop for the Eurozone and prove they can get their house in 
order. This task will be made more difficult by the incipient mild recession that appears to be 
underway in Germany and other countries that have been imposing austerity on their budgets. Time 
will tell, but if Europe can muddle through there will be future investment opportunities there as part 
of a global portfolio. 
 
The various emerging markets economiesô growth have in general slowed somewhat, but they are 
still growing at dramatically higher rates than developed countries. Despite their volatility, we still 
feel some exposure to emerging markets should be represented in a diversified global allocation. 

The one thing on which there seems to be consensus among industry experts for 2012 is that we will 
continue to see elevated volatility in world markets. Bedrock continues to advocate as we enter the 
New Year that it is impossible to time the market but by developing and managing portfolios around 
a solid long-term plan clients are best positioned to reach their goals.  

At Bedrock we strive to meet with each of you on a regular basis. We are hearing from more and 
more clients that they want a clear picture of how they are progressing towards accomplishing their 
financial vision and to have a road map to reach their goals. We would like to schedule a meeting 
with you for a progress report on your financial goals whenever you are ready. 
 
Best regards, 

           
        
 
 
 

Joel Shaps, CFPÈ, CIMAÈ     Eric Lewis, CFA, CFPÈ 
President                                                                   Chief Investment Officer

 


