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The beginning of a new year is traditionally a time for reflection on recent events, the future, and 

possible resolutions for improvement. The economic and market environment has changed 

substantially over the last five years.  Back in early 2010,  the world was suffering from one of 

the worst recessions in modern times.  Central Banks were in the midst of coordinating 

worldwide stimulus to jumpstart their economies, the equity markets were encompassed by 

skyrocketing unemployment and dwindling corporate profits and, to say the least, investors were 

frankly terrified.   There was little, if any, optimism to be found. 

 

The U.S. in particular enjoys a much different picture today; Job growth is strong, as are 

corporate profits. Moreover,  consumers are far more confident and investors are willing to take 

more risks.  After a slow start to 2014, mainly attributed to the cold weather, U.S. GDP grew 

4.6% in the second quarter and 5.0% in the third quarter, marking the strongest back-to-back 

quarterly growth in more than a decade.   

 

The major stock indices recorded strong gains for 2014 despite several sharp, but short-lived, 

pullbacks along the way.  The S&P 500 Index tallied 53 record closes during the year and gained 

13.7% by year end, marking its third consecutive year of double digit returns.  The Russell 2000 

Index of small companies did not fare as well as its larger counterpart and only increased a 

modest 4.9%.  Foreign securities continued to underperform when compared to the U.S. markets, 

and the MSCI EAFE Index of developed countries and the MSCI Emerging Markets Index ended 

the year down 4.9% and 2.2% respectively. 

 

One of the most striking economic stories of 2014 was the divergence of monetary policies across 

Central Banks and the impact these variations have had on currency values.  Two of the largest 

economic players, Japan and the European Union, are still aggressively providing stimulus 

packages to their respective economies. Meanwhile, the U.S. Federal Reserve has shifted course 

and begun to “taper” its stimulus.  The Federal Reserve may even raise interest rates during 2015, 

an event not seen since 2006. On the other hand, the Japanese government has been trying to rid 

itself of anxiety about the deflation that has been haunting its economy for over a decade and a 

half, and in 2014 the Japanese Yen lost 12.2% of its value against the U.S. Dollar.  More recently, 

the Eurozone economies have grown fearful of the onset of deflation and continued stagnant 

growth.  In 2014 the Euro depreciated 11.7% against the U.S. Dollar.  The Eurozone’s 

predicament is further complicated by geopolitical risks in the Mideast and sanctions against 

Russia which have directly impaired European economic growth.  Due to these concerns, 

European Central Bankers are once again motioning the need for additional stimulus policies.    

 

The highly stimulative monetary policies of the past few years initially raised the specter of future 

inflation and a decline in the value of money.  As the U.S. economy gained momentum in 2012 

and 2013 it seemed as though inflation was set to become of greater concern, causing investors to 

prefer precious metals such as gold and silver as their new safe haven. 



 

More recent news suggests that a global oversupply of raw materials and renewed deflationary 

fears in some regions of the world are emerging as the larger issues.  Bumper crops around the 

world and newly developed sources of energy have routed global commodity prices.  Over the 

past year energy and commodity prices declined significantly, with the CRB (Commodities 

Research Bureau) Index down 17.9%.  Leading this decline, oil prices have fallen by over 50% in 

the last six months.  This alone has caused plenty of consternation within the global energy 

industry.  These sudden shifts in commodity prices have created windfalls for U.S. consumers 

though, and should be viewed as a positive influence on the domestic economy over the long run.  

 

Although it is good for the U.S., many of these same factors give Europeans a significant reason 

to worry about deflation.  The chart below shows the Headline and Core Inflation within Europe. 

The sudden drop off in European prices in the second and third quarter of 2014 is a big worry for 

the European Central Bank; Deflation could encourage consumers to delay purchases thus adding 

to further economic malaise, not to mention the greater problems in managing  cumbersome debt 

levels. 
 

 

Data Source: Capital Economics, European Data Response, January 7, 2015 

 

With all this background, many people ask us what we think the new year will bring. The wise 

answer is that no one knows for sure, but the best chance of success will come from maintaining a 

clear, diversified investment strategy which adheres to the following tenets: understand risk, be 

disciplined, have identifiable income sources, respect leverage and manage liquidity. 

 

During the last quarter we welcomed two new members to the firm, both of whom are graduates 

of Georgia Tech. Carey Blakley will be providing research for our public markets platform and 

private debt arena, and Daniel Ciminera joined as a Marketing Associate and will also provide 

due diligence support for our investments in private real estate. 

 

We all wish you a very happy, healthy and successful 2015 and thank you as always for the 

opportunity to work together. 

 

 


