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We went up, and we went down, but we didn’t go anywhere!  That summarizes the general market 

movement during the 1st quarter of 2014. After a very strong year across the board in 2013, this year has 

begun with more market volatility than we have seen in a while.  During the 1st quarter of 2014, the Dow 

Jones Industrial Average had a return of -0.7%, the S&P 500 Index returned +1.3% and the NASDAQ was 

+0.5%.  One would never believe that we had multiple triple digit moves in the Dow during this time.  But 

while the market bounced around with no consistent move one way or the other, it is still hovering near 

record highs.  As we look back to the major events of the quarter—a new Fed Chair, the Crimea/Putin 

conflict, the sell-off in the bio-tech and momentum stocks, and soft China economic data—it still looks to be 

the “Goldilocks” economy that we talked about last quarter; not too hot, and not too cold.   

The economic data that we received during the 1st quarter seems to have left investors without a whole lot 

of conviction.  While US GDP growth in the 4th quarter of 2013 was revised up from 2.4% to 2.6%, 

continued growth into 2014 hasn’t panned out.  It’s still too early to tell if the severe weather much of the 

country has experienced has contributed to the lackluster growth we have seen this quarter, but surely it 

has affected housing starts and new home sales, which both declined during the quarter, -0.2% and -0.4% 

respectively.   

As we approach the next earnings season, we expect it to be mixed.  The winter thaw could spur pent-up 

demand from both consumers and corporations.  This would continue to affirm our themes that would 

positively affect the stock market—manufacturing coming back to the US, increasing innovation, energy 

independence, big data, the increasing threat to cyber-security, and the aging baby-boomer.  Inflation 

remains in check and a zero-interest rate policy continues.  Corporations are healthy and the stage is set for 

continued global growth as they look to spend.  Corporate buybacks for 2013 were up roughly 25% 

compared to 2012, and we expect it to continue but at a lower pace.  While we can still get a pull-back, we 

believe that the stage is set for higher equities and yields, only more subdued than what we had in 2013. 

We continue to take advantage of any market volatility to add new names or add to the positions we 

already own.  We thank you for your business and your confidence, and we look forward to visiting with you 

or talking to you in person. 
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