
Page 1   As of December 14, 2012  
Roosevelt
Investments

December 2012

The stock market started off on a weaker tone in November, with concerns ranging from the impact 

of Hurricane Sandy on economic growth to post-election jitters combined with anxiety about the 

fiscal cliff.  Subsequently however, the Fed released minutes from its October meeting which 

confirmed the hopes of some investors that its quantitative easing program will continue or even 

strengthen in 2013.  In addition, housing data continued to be strong and third quarter GDP was 

revised higher to 2.7%, from an earlier 2% estimate.

_________________________________________________________________________________________

 

Following the November elections, the focus of investors shifted to the fiscal cliff. Consensus 

appears to be that an agreement will be reached in order to avoid the potential economic 

headwinds from the combination of tax hikes and spending cuts that are scheduled to take effect 

early in 2013.  However, a great deal of uncertainty exists relating to the precise terms of the 

compromise.  With each passing day, the likelihood increases that an agreement may simply 

represent a stopgap measure rather than a comprehensive solution to preserve the fragile recovery, 

but also address the unsustainable nature of deficits in the long term.

Fiscal cliff negotiations are causing a significant degree of uncertainty for investors.  Questions 

abound regarding the tax code, entitlement spending, and the extent to which Federal programs 

may be reduced.  Corporate hiring and capital spending plans have been impacted as executives 

await certainty with regard to the fiscal cliff and the economy’s near-term trajectory. It is believed 

that the full extent of the fiscal cliff could drive the economy into recession, as higher tax rates 

dampen spending at the same time as government spending is cut.   
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Setting aside the fiscal cliff, economic data on the whole has been mixed but perhaps tilted slightly 

more to the positive.  Resilient consumer spending, housing, agriculture, energy, and exports have 

been drivers of growth. However, while third quarter GDP came in higher than expected at 2.7%, 

the upward revision came from a build in inventories suggesting that final demand may be weak 

and current quarter GDP may be more challenged.  Although the unemployment rate improved 

during the month, that improvement was partly due to a decline in the labor force participation rate, 

and prior months’ employment gains were revised lower.  

The impact of Hurricane Sandy has created perturbations in monthly data as activity during the 

last few days of October were impacted by the storm.  As a result, the data may not provide a 

clear picture of true activity in the economy for another month or two.  On the other hand, spending 

related to storm-related repair and construction activity may provide a substantial boost to GDP in 

the first half of 2013.

Housing continues to recover and act as a driver of economic activity.  The number of homes for 

sale has fallen to a three decade low, helping to boost home prices. New household formation, 

record-low mortgage rates, and rental rates that continue to edge higher have helped to further 

solidify demand for housing.  New home starts, now at a four-year high, have responded favorably 

to these demand drivers, and for the time being seem immune to concerns about the possible 

impact of the fiscal cliff.

Europe continues to report generally weak data, with the Eurozone forecasting a decline 

in economic activity in 2013.  However, sovereign spreads have tightened as more robust 

mechanisms for assisting the troubled peripheral nations are implemented. 
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In the emerging markets both China and Brazil have shown signs of life after extended periods 

of weakness, and it is possible that those economies have bottomed and are headed for better 

times.  A turn appears especially imminent in China, where industrial production, rail traffic, steel 

production, retail sales, and bank loan growth have all improved in recent months.  

As we look forward into 2013, we do not anticipate making significant changes to the portfolio at the 

present time, pending resolution of the fiscal cliff negotiations and its outcome on the U.S. economy.  

We remain comfortable with the key themes that we are investing in.  A just-released government 

study has concluded that the economic benefits of exporting U.S. natural gas far outweigh any 

potential negatives.  The results of this study confirm Roosevelt’s Energy Arbitrage theme, which 

highlights the benefits to certain companies operating in the natural gas sector to develop, 

transport and utilize the low-cost shale gas resources which are abundant in this country.  

Elsewhere in the portfolio, we continue to evaluate the more favorable regulatory climate at the 

FDA and are intrigued by the rich clinical pipelines with many novel new drug candidates at 

pharmaceutical and biotech companies.  Furthermore, we believe our housing theme should 

continue to bear fruit for our clients, as the industry is still in the early stages of recovery and new 

home starts extend their advance from depressed levels. We believe that our investments in these 

and other themes should provide the opportunity for strong performance as we look ahead to 2013.

Roosevelt Investments

Please visit our website at www.rooseveltinvestments.com

Roosevelt Investments: Thoughts from our All Cap Core Equity Team

INVESTMENT PRODUCTS: NOT FDIC INSURED • NO BANK GUARANTEE • MAY LOSE VALUE

Please see back page for further disclosures. 

We believe our 

housing renewal 

theme should 

continue to bear fruit 

for our clients.



Page 4   As of December 14, 2012  
Roosevelt
Investments

Roosevelt Investments: Thoughts from our All Cap Core Equity Team

RIG-00458-12

DISCLOSURES

This information is intended solely to report on investment strategies and opportunities identified by Roosevelt. Opinions and estimates 
offered constitute our judgment and are subject to change without notice, as are statements of financial market trends, which are based on 
current market conditions. This material is not intended as an offer or solicitation to buy, hold or sell any financial instrument. References 
to specific securities and their issuers are for illustrative purposes only and are not intended to be, and should not be interpreted as, 
recommendations to purchase or sell such securities. Our current disclosure statement is set forth on our Form ADV Part 2, available for 
your review upon request, and on our website, www.rooseveltinvestments.com. Past performance is not a guarantee of future results.  
Indices are unmanaged and cannot accomodate direct investment. Roosevelt Investments is solely responsible for the content of its 
website. The sponsor/broker dealer firm has not reviewed or verified the accuracy or completeness of its content and is not responsible for 
any statements included therein.

Risk Tools: Cash, Zero-Coupon Treasury ETFs, TIPS ETFs, Inverse/Leveraged Inverse ETFs and Precious Metal related securities are 
used as needed.

Inverse/Leveraged Inverse ETFs - Leveraged ETFs are securities that attempt to replicate multiples of the performance of an underlying 
financial index. Inverse ETFs are designed to replicate the opposite direction of these same indices, often at a multiple. These ETFs often 
use a combination of futures, swaps, short sales, and other derivatives to achieve these objectives. Most leveraged and inverse ETFs are 
designed to achieve these results on a daily basis only. This means that over periods longer than a trading day, the value of these ETFs 
can and usually do deviate from the performance of the index they are designed to track. Over longer periods of time or in situations of high 
volatility, these deviations can be substantial.

Precious Metals - The value of precious metals may be affected by various and often unpredictable factors, including, but not limited to, 
the economic, financial, social and political conditions globally and in particular countries. A precious metal’s market price and the liquidity 
and trading values of precious metals may be affected by, retail markups, safekeeping charges, shipping costs, the actions of sovereign 
governments that may directly or indirectly impact the price of a precious metal. Precious Metals markets are subject to temporary 
distortions or other disruptions due to various factors, including the lack of liquidity in the markets, the participation of speculators and 
government regulations and intervention. In addition, U.S. futures exchanges and some non-U.S. exchanges have regulations that limit the 
amount of fluctuation in futures contract prices that may occur during a single business day. These limits are generally referred to as “daily 
price fluctuation limits” and the maximum or minimum price on a contract on any given day as a result of these limits is referred to as a “limit 
price”. Once the limit price has been reached in a particular contract, no trades may be made at a different price. Limit prices have the effect 
of precluding trading in a particular contract or forcing the liquidation of contracts at disadvantageous times or prices.

TIPS - Treasury Inflation Protected Securities.


