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For the quarter and year ending December 31, 2012
Even with a weak 4th quarter, equity markets closed the year in positive territory with broader markets beating the Dow Jones Industrial Average.  Stock indices were in positive territory in the first and third quarter and negative territory in the second and fourth quarters.  Total return indices were barely positive in the last quarter of the year.  Thanks to a strong fourth quarter, broad international markets gained a bit more than the US market for the year.     
The broad bond market was in positive territory every quarter and finished the year with a gain of 4.22%. 

The following chart illustrates the percentage change in various market indicators for each quarter and for the year as well as benchmark and portfolio total returns.
	Market Indices – 2012

	Popular Stock Market Price Indices
	Q1 2012
	Q2 2012
	Q3 2012
	Q4 2012
	 Year 2012

	   Dow Jones Industrials
	8.14%
	(2.51%)
	4.32%
	(2.48%)
	7.26%

	   NASDAQ
	18.67%
	(5.06%)
	6.17%
	(3.10%)
	15.91%

	   S&P 500
	12.00%
	(3.29%)
	5.76%
	(1.01%)
	13.41%

	
	
	
	
	
	

	Total Return Indices:
	
	
	
	
	

	   US stock – Russell 3000 (broad market)
	12.87%
	(3.15%)
	6.23%
	0.25%
	16.42%

	   Foreign stock – FTSE All World ex-US
	11.53%
	(7.51%)
	7.64%
	6.10%
	17.80%

	   Bonds – Barclays US Aggregate Bond
	0.30%
	2.06%
	1.58%
	0.21%
	4.22%

	   Vanguard Money Market
	0.01%
	0.01%
	0.01%
	0.01%
	0.04%

	
	
	
	
	
	

	Portfolio Benchmark (total return)
	6.50%
	(0.87%)
	3.90%
	0.51%
	10.18%

	Actual Portfolio Return (total return)
	6.64%
	(0.04%)
	3.26%
	0.88%
	10.93%


ARRL Portfolio Analysis
The accompanying analysis (Excel file) provides information on the investment and pension-plan-related portfolios during 2012.   
As noted on page 1 of the Excel file, the portfolio ended the year at $17,724,259.  Contributions of $1,265,401 were added to the portfolio during the year.  The total portfolio return (interest, dividends, realized and unrealized gains and losses) was $1,769,299, an almost 11% total return for the year.  In 2012, about $1.1 million was transferred to operating cash for the HVAC repairs and general operating needs.  Part of this transfer came from the closeout of the BofA investment cash account into the general operating cash account.  An additional $381,722 (net) was transferred to the pension plan portfolio to facilitate finalization of the plan termination.
The bottom of page 2 of the Excel file provides detail on the total portfolio return and that return with respect to the benchmark.  Recall that the benchmark is a blend of total return indices (broad domestic stock, international stock, and bond total return indices) in proportions which are consistent with the asset allocation policy.  The benchmark proportions are noted on page 2 of the Excel file.  For the year, the total return benchmark increased by 10.18% and the actual total return was 10.93%.  Actual total return exceeded the benchmark in each quarter except the third.  

As I will say in almost every report, when comparing benchmark return to actual return, variability from quarter-to-quarter or year-to-year should be expected.  Comparisons should be made with caution and only over a three-to-five year time horizon.       

The top of page 2 in the Excel file provides detail concerning the dispersion of investment portfolio assets across investment classes.  The composition of the investment portfolio conforms to the asset allocation policy.

Pension Plan

In October, the majority of the assets set aside to fund the final termination of the pension plan were transferred to the operating cash account and were subsequently transferred to the plan administrators.  These additional funds, along with the assets in the pension plan, were used to settle the overall pension liability.

At the end of September, the investment portfolio contained pension-related assets of $3,818,278.  In October, $3.2 million was transferred to operating cash.  After the transfer, the remaining $618,278 was absorbed into the overall investment portfolio.

Preferred Stock
In the fourth quarter the preferred stock portfolio decreased from $975K to $720K as some holdings were redeemed by the issuer and as the gradual planned reduction of the preferred stock portfolio continued.  
I have noted in earlier reports that these investments are priced similar to long term bonds so they will fall in value as interest rates rise.  Unlike individual bonds, their price will not recover because preferred stock generally does not have a maturity.  I have noted that it is my intention to sell all the preferred stock in an orderly fashion, and it still is.  However, interest rates have remained low and I anticipate they will remain low for a considerable portion of the year, maybe into next year as well.  Thus, the pace of disposition will slow to a near-halt until rates start to rise.  

