
1/17/2014 % Wk Chg % Yr Chg

DJIA 16,458.56 0.13% -0.71%

S & P 500 1,838.70 -0.20% -0.52%

Nasdaq 4,197.58 0.55% 0.50%

EAFE 1,919.90 0.49% 0.22%

Emerging Mkts 972.27 0.22% -3.03%

Hang Seng 23,133.35 1.26% -0.74%

NIKKEI 15,734.46 -1.12% -3.42%

FTSE 6,829.30 1.33% 1.19%

CRB Index 278.41 1.09% -0.63%

Dow Jones Utility 492.70 -0.24% 0.43%

TIPS Index 111.41 -0.12% 1.37%

VIX Index 12.44 2.47% -9.33%

OIL 106.48 -0.97% -3.90%

Gold 1,254.05 0.44% 4.63%

Euro 1.35 -0.94% -1.61%

Yen 104.32 0.13% -1.00%

Sterling 1.64 -0.36% -0.66%

High Yield 5.83% -1.35% -2.02%

Investment Grade 3.77% -0.53% -2.58%

2 Year Gov't 0.37% 0.00% -2.63%

5 Year Gov't 1.63% 0.62% -6.32%

10 Year Gov't 2.82% -1.40% -6.93%

30 year Gov't 3.75% -1.32% -5.54%

2 Year Muni 0.40% -2.44% 21.21%

5 Year Muni 1.24% -9.49% 7.83%

10 Year Muni 2.69% -3.58% -2.89%

30 Year Muni 3.93% -4.61% -7.09%

3m LIBOR 0.24% 0.00% -4.00%

Fed Funds 0.07% -12.50% 75.00%

Prime 3.25% 0.00% 0.00%

Money Market 0.49% 0.00% 22.50%

12m CD 0.68% -1.45% 1.49%

30 Year Mortgage 4.39% -3.09% -3.30%

15 Year Mortgage 3.45% -2.82% -2.82%
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The start to 2014 has been a far cry from the start of 2013 from 
the prospective of market performance. The 2013 January start 
felt like the starting line of a sprint as investors immediately seized 
on every bit of data as a reason to propel the market upwards 
where as the start of 2014 has been different. For the year (all be 
it only 17 days into 2014) the market has barely moved with the 
S&P 500 down 0.52% and the NASDAQ up 0.50%. What's the 
driver this year and what should we look for as investors going 
forward?  Market players are suggesting that the "easy" money 
that is in the market has been made with the run up in prices over 
the last several years and now the real test for the market begins. 
The mantra that currently resonates within the investment world 
(and what is needed to be seen to justify putting more money to 
work in stocks) is growth in corporate earnings. 
 
This past week we saw the schizophrenic nature of the market as 
the earnings for the 4th quarter of 2013 are starting to be released 
by US companies. According to FactSet, S&P 500 earnings are 
expected to rise 6.1% in the 4th quarter as compared to a year 
ago. That would represent a rise from 3rd quarter's earnings of 4% 
and the strongest corporate earnings growth since 2012. The 
problem for the market is not rising earnings but a slowdown in 
the growth rate. On the surface, investors would have to paint the 
landscape as positive for the potential of expanding earnings' 
growth.  Fundamental issues seem to be in place that favors 
investors. First, the Fed has shown its willingness to keep interest 
rates low, secondly job growth slowly continues. The Feds "Beige 
Book", that reports on regional economic conditions around the 
country, cited in the Dallas region that "acute worker shortages" 
existed in the engineering, truck driving and construction worker 
fields. Other issues such as consumer confidence remaining high 
should bode well for retailers. Detroit and the car industry seem to 
have reignited the US consumers' passion and desire to own the 
latest and greatest. Ford seems giddy at the possible demand for 
its new aluminum truck that has lost 700 pounds. The housing 
market continues to rebound and there exists the potential for 
much greater expansion. At its high the US was building 2.5 million 
new homes a year; today we are hovering around 1 million homes 
in new construction. 
 
And yet, with this back drop of ever more positive economic news 
the market seems to be in search of one thing, corporate profits. 
This week saw price action with the following headlines, "Wall 
Street Answers a Plummet with a Leap" only to be followed later 
in the week with "Weak Earnings Weigh on S&P". While US 
investors seem to be starting the year struggling with what to do, 
the global market seems to be doing just fine following the World 
Bank raising their forecast for Global GDP from 2.0% growth 2.2% 
for 2014. The market continues to debate the current trading 
levels to determine if we are at fair valuation, or are we cheap and 
can we go higher, or are we at rich levels and earnings need to 
catch up to justify the current levels? The next two weeks are 
packed with the bulk of US companies releasing earnings and that 
will hopefully help clear the air. 
  
Carl Gambrell 
  


