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Global Market Performance 

After a robust 2013, U.S. equities fell in January before rising again in 

February and March – eking out small gains for the first quarter of 2014.  

Large-cap equities outperformed small caps with the S&P 500 up 1.8% 

and the Russell 2000 up 1.1% for the quarter.  Foreign developed equities 

continued to outpace Emerging Markets, as European economic growth 

improved.  Slowing economic growth concerns continued for Emerging 

Markets, particularly China, while the Ukraine and Russia experienced 

geopolitical turmoil.  REITs and Gold rebounded from a challenging 2013 

and outperformed global equities during the quarter.  Fixed Income 

assets, as measured by the Barclays U.S. Aggregate Index, also reversed 

the negative trends of 2013 in the first quarter, as the 10-Year Treasury 

yield declined 32 basis points.   

Expectations for Federal Funds Rate 

After the March 18-19 meeting of the FOMC, Janet Yellen stated the 

Federal Reserve could end its massive bond-buying program this fall 

and start raising the main interest rate as early as six months later, 

which was ahead of the futures market’s expectations.  In response 

to Yellen’s comments, futures traders moved to price in an initial 

interest rate hike as early as April 2015, a couple months ahead of 

previous expectations for July 2015.  The FOMC said it would look 

at a wide range of data, including currently low inflation levels, to 

determine when to raise the main interest rate from zero.  They also 

backed away from a previous pledge to consider raising rates only 

when the unemployment rate declines to 6.5%.  The median target 

interest rate forecasted by FOMC participants was 1.0% at the end of 

2015 and 2.25% in 2016, due to upgraded expectations for gains in 

the labor market.  Unsurprisingly, the central bank announced it 

would cut its monthly purchases of U.S. Treasuries and mortgage-

backed securities to $55B from $65B 

New Jobs and Unemployment  

Despite unfavorable winter weather conditions for much of the U.S., 

private payrolls continued to show healthy improvement in February and 

March.  Private employment exceeded the pre-recession peak for the first 

time, with 192,000 new jobs in March, and the total job count reached 

116.1 million, beating the January 2008 high of 116 million.  The 

unemployment rate held at 6.7%, as nearly 500,000 people entered the 

workforce.  Retailers, construction companies and health-care providers 

were among those increasing staff as the world’s largest economy shook 

off the effects of the harsh winter weather, delivering 192,000 new jobs, 

which was slightly below Bloomberg expectations of 200,000 for March.  

The gain in total payrolls followed a larger-than-previously reported 

increased of 197,000 in February, with revisions adding 37,000 jobs to 

the previous two months.   

Strong 5 Year Gains 

On March 9, 2014, the current equity bull market reached it’s five-year 

anniversary.  During that time, U.S. equity investors have benefitted 

from the S&P 500’s rise from a closing level of 676 on March 9, 2009, 

to 1872 as if March 31, 2014, for a cumulative price return of 177% 

and a cumulative total return (includes dividends) of 208%.  The U.S. 

economy is stronger today than in 2009.  In 2009, Gross Domestic 

Product (GDP) growth was a dismal -3.0% versus 2.4% in the fourth 

quarter of 2013, while unemployment was near 9.0% versus 6.7% in 

March 2014.  Developed foreign and emerging market stocks had 

strong gains from March 9, 2009 through March 31, 2014 as well, but 

have underperformed robust domestic markets.   



Quarterly Market Review 
First Quarter 2014 

Overview: 

Market Summary 

Timeline of Events 

World Asset Classes  

US Stocks  

International Developed Stocks 

Emerging Markets Stocks 

Select Country Performance 

Real Estate Investment Trusts (REITs) 

Commodities 

Fixed Income   

Global Diversification  

Quarterly Topic: Not Rocket Science 

This report features world capital market performance 

and a timeline of events for the last quarter. It begins with 

a global overview, then features the returns of stock and 

bond asset classes in the US and international markets.  

The report also illustrates the performance of globally 

diversified portfolios and features a topic of the quarter. 

 



US Stock 

Market 

Global 

Real Estate 

International 

Developed  

Stocks 
US Bond 

Market 

Global 

Bond 

Market  

ex US 

+1.97% +0.75% +7.03% +1.84% 

Emerging  

Markets 

Stocks 

BONDS STOCKS 

-0.43% 

Market Summary 

4 

 

 

 

 

 

 

 

 

 

 

Past performance is not a guarantee of future results. Indices are not available for direct investment. Index performance does not reflect the expenses associated with the management of an actual portfolio. 

Market segment (index representation) as follows: US Stock Market (Russell 3000 Index), International Developed Stocks (MSCI World ex USA Index [net div.]), Emerging Markets (MSCI Emerging Markets Index [net div.]), 

Global Real Estate (S&P Global REIT Index), US Bond Market (Barclays US Aggregate Bond Index), and Global Bond  ex US Market (Citigroup WGBI ex USA 1−30 Years [Hedged to USD]). The S&P data are provided by 

Standard & Poor's Index Services Group. Russell data © Russell Investment Group 1995–2013, all rights reserved. MSCI data © MSCI 2013, all rights reserved. Barclays data provided by Barclays Bank PLC. Citigroup bond 

indices © 2013 by Citigroup. US long-term bonds, bills, and inflation data © Stocks, Bonds, Bills, and Inflation Yearbook™, Ibbotson Associates, Chicago (annually updated work by Roger G. Ibbotson and Rex A. Sinquefield).  
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World Stock Market Performance 
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Graph Source: MSCI ACWI Index. MSCI data © MSCI 2014, all rights reserved. 

It is not possible to invest directly in an index. Performance does not reflect the expenses associated with management of an actual portfolio. Past performance is not a guarantee of future results.  

These headlines are not offered to explain market returns. Instead, they serve as a reminder that investors should view daily 

events from a longer-term perspective and avoid making investment decisions based solely on the news. 

MSCI All Country World Index with selected headlines from Q1 2014 
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World Asset Classes 
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Past performance is not a guarantee of future results. Indices are not available for direct investment. Index performance does not reflect the expenses associated with the management of an actual portfolio. 

Market segment (index representation) as follows: US Large Cap (S&P 500 Index); US Small Cap (Russell 2000 Index); US Small Cap Value (Russell 2000 Value Index); US Value (Russell 1000 Value Index); US Real Estate 

(Dow Jones US Select REIT Index); Global Real Estate (S&P Global ex US REIT Index); International Developed Large, Small, and Value (MSCI World ex USA, ex USA Small, and ex USA Value Indexes [net div.]); Emerging 

Markets Large, Small, and Value (MSCI Emerging Markets, Emerging Markets Small, and Emerging Markets Value Indexes); US Bond Market (Barclays US Aggregate Bond Index); and Treasury (One-Month US Treasury 

Bills). The S&P data are provided by Standard & Poor's Index Services Group. Russell data © Russell Investment Group 1995–2013, all rights reserved. MSCI data © MSCI 2013, all rights reserved. Dow Jones data (formerly 

Dow Jones Wilshire) provided by Dow Jones Indexes. Barclays data provided by Barclays Bank PLC. US long-term bonds, bills, and inflation data © Stocks, Bonds, Bills, and Inflation Yearbook™, Ibbotson Associates, Chicago 

(annually updated work by Roger G. Ibbotson and Rex A. Sinquefield).  

 

US REITs rebounded in the first quarter after declining in Q4 2013. Equity returns were mostly positive but lower than they were  

during much of 2013. While large caps in emerging markets lagged other equity asset classes, small caps in emerging markets  

were the top performers.    

First Quarter 2014 Index Returns 
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First Quarter 2014 Index Returns 

Past performance is not a guarantee of future results. Indices are not available for direct investment. Index performance does not reflect the expenses associated with the management of an actual portfolio. 

Market segment (index representation) as follows: Marketwide (Russell 3000 Index), Large Cap (S&P 500 Index), Large Cap Value (Russell 1000 Value Index), Large Cap Growth (Russell 1000 Growth Index), Small Cap 

(Russell 2000 Index), Small Cap Value (Russell 2000 Value Index), and Small Cap Growth (Russell 2000 Growth Index). World Market Cap: Russell 3000 Index is used as the proxy for the US market. Russell data 

© Russell Investment Group 1995–2013, all rights reserved. The S&P data are provided by Standard & Poor's Index Services Group.  

 

Following strong performance during 2013, the  

US equity market delivered modest positive returns  

in the first quarter.   

Value indices generally outperformed growth indices 

across all size categories. 

Across the size dimension, large caps outperformed  

small caps.   

   

50% 

US Market  
$21.0 trillion 

World Market Capitalization—US Period Returns (%) * Annualized

Asset Class YTD 1 Year 3 Years** 5 Years** 10 Years**

Marketwide 1.97 22.61 14.61 21.93 7.86

Large Cap 1.81 21.86 14.66 21.16 7.42

Large Cap Value 3.02 21.57 14.80 21.75 7.58

Large Cap Growth 1.12 23.22 14.62 21.68 7.86

Small Cap 1.12 24.90 13.18 24.31 8.53

Small Cap Value 1.78 22.65 12.74 23.33 8.07

Small Cap Growth 0.48 27.19 13.61 25.24 8.87



International Developed Stocks 
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First Quarter 2014 Index Returns 

Past performance is not a guarantee of future results. Indices are not available for direct investment. Index performance does not reflect the expenses associated with the management of an actual portfolio. 

Market segment (index representation) as follows: Large Cap (MSCI World ex USA Index), Small Cap (MSCI World ex USA Small Cap Index), Value (MSCI World ex USA Value Index), and Growth (MSCI World ex USA 

Growth). All index returns are net of withholding tax on dividends. World Market Cap: Non-US developed market proxies are the respective developed country portions of the MSCI All Country World IMI ex USA Index.  

Proxies for the UK, Canada, and Australia are the relevant subsets of the developed market proxy. MSCI data © MSCI 2013, all rights reserved.  

 

During the first quarter, international developed  

markets continued to post positive performance.  

Small caps outperformed large caps.                               

Value indices outperformed growth indices across  

all size segments.  

The US dollar depreciated relative to many of the  

major international developed currencies.  
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World Market Capitalization—International Developed * Annualized

Asset Class YTD 1 Year 3 Years** 5 Years** 10 Years**

Large Cap 0.75 16.46 6.27 15.88 6.71

Small Cap 3.45 21.12 7.54 21.51 8.41

Value 1.09 19.08 6.57 16.39 6.71

Growth 0.40 13.88 5.94 15.33 6.63

Period Returns (%) 



Emerging Markets Stocks 
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First Quarter 2014 Index Returns 

Past performance is not a guarantee of future results. Indices are not available for direct investment. Index performance does not reflect the expenses associated with the management of an actual portfolio. 

Market segment (index representation) as follows: Large Cap (MSCI Emerging Markets Index), Small Cap (MSCI Emerging Markets Small Cap Index), Value (MSCI Emerging Markets Value Index), and Growth (MSCI 

Emerging Markets Growth Index). All index returns are net of withholding tax on dividends. World Market Cap: Emerging markets proxies are the respective emerging country portions of the MSCI All Country World IMI ex USA 

Index. MSCI data copyright MSCI 2013, all rights reserved.  

 

Emerging markets generally lagged the US and non-US 

broad market indices during the first quarter.   

Small caps significantly outperformed large caps, and 

value underperformed growth across all size ranges. 

Emerging markets currencies were mixed vs. the US 

dollar, with some of the major currencies seeing wide 

differences against the dollar.  

 

-0.85 

-0.53 

-0.23 

3.56 

-0.83 

-0.43 

-0.05 

3.54 

Value

Large Cap

Growth

Small Cap

Ranked Returns for the Quarter (%) US Currency Local currency

10% 
Emerging 
Markets 
$4.3 trillion  

World Market Capitalization—Emerging Markets * Annualized

Asset Class YTD 1 Year 3 Years** 5 Years** 10 Years**

Large Cap -0.43 -1.43 -2.86 14.48 10.11

Small Cap 3.54 0.40 -1.45 19.70 11.50

Value -0.83 -3.60 -4.51 13.76 10.82

Growth -0.05 0.66 -1.26 15.15 9.35

Period Returns (%) 



Select Country Performance 
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Past performance is not a guarantee of future results. Indices are not available for direct investment. Index performance does not reflect the expenses associated with the management of an actual portfolio. 

Country performance based on respective indices in the MSCI World ex US IMI Index (for developed markets), Russell 3000 Index (for US), and MSCI Emerging Markets IMI Index. All returns in USD and net of withholding tax 

on dividends. MSCI data copyright MSCI 2013, all rights reserved. Russell data © Russell Investment Group 1995–2013, all rights reserved. Greece has recently been reclassified as an emerging markets country by MSCI, 

effective November 2013. 

 

Italy and Greece continued to record strong returns for the quarter; Italy was the best-performing developed market. Indonesia was the  

best- performing emerging market. With Russia’s recent military action and political unrest dominating news headlines, the Russian equity 

market recorded the lowest return in US dollar terms.   

First Quarter 2014 Index Returns 
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Real Estate Investment Trusts (REITs) 
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First Quarter 2014 Index Returns 

Past performance is not a guarantee of future results. Indices are not available for direct investment. Index performance does not reflect the expenses associated with the management of an actual portfolio. 

Number of REIT stocks and total value based on the two indices. All index returns are net of withholding tax on dividends. Dow Jones US Select REIT Index data provided by Dow Jones ©. S&P Global ex US REIT Index data 

provided by Standard and Poor’s © 2013.  

 

In a turnaround from 2013, REITs performed strongly 

during the quarter, particularly in the US.   

Large cap REITs in the UK and Australia helped the 

performance of REIT securities outside the US. 

56% 
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44% 
World ex US 
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Total Value of REIT Stocks 

10.35 
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US REITs
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Ranked Returns for the Quarter (%) 

Period Returns (%) * Annualized

Asset Class YTD 1 Year 3 Years** 5 Years** 10 Years**

   US REITs 10.35 4.35 10.27 28.92 8.05

   Global REITs (ex US) 3.27 -1.59 6.91 19.82 5.98



Commodities 
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First Quarter 2014 Index Returns 

Past performance is not a guarantee of future results. Index is not available for direct investment. Index performance does not reflect the expenses associated with the management of an actual portfolio.  

All index returns are net of withholding tax on dividends. Dow Jones-UBS Commodity Index Total Return data provided by Dow Jones ©.   

 

Commodities regained ground during the first quarter. 

The DJ-UBS Commodity Index rose approximately 7%.   

Coffee, the biggest gainer in the index, returned just over 

58%, which helped soft commodities generate significant 

positive returns as a group.   

The energy complex produced mixed results. Gains in 

natural gas were somewhat offset by declines in gasoline 

and heating oil prices. 
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Asset Class YTD Q1 1 Year 3 Years** 5 Years** 10 Years**

Commodities 6.99 6.99 -2.10 -7.37 4.24 0.43

Period Returns (%) * Annualized
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Past performance is not a guarantee of future results. Indices are not available for direct investment. Index performance does not reflect the expenses associated with the management of an actual portfolio. Yield 

curve data from Federal Reserve. State and local bonds are from the Bond Buyer Index, general obligation, 20 years to maturity, mixed quality. AAA-AA Corporates represent the Bank of America Merrill Lynch US Corporates, 

AA-AAA rated. A-BBB Corporates represent the Bank of America Merrill Lynch US Corporates, BBB-A rated. Barclays data provided by Barclays Bank PLC. US long-term bonds, bills, inflation, and fixed income factor data  

© Stocks, Bonds, Bills, and Inflation (SBBI) Yearbook™, Ibbotson Associates, Chicago (annually updated work by Roger G. Ibbotson and Rex A. Sinquefield). Citigroup bond indices © 2013 by Citigroup. The Merrill Lynch 

Indices are used with permission; © 2013 Merrill Lynch, Pierce, Fenner & Smith Incorporated; all rights reserved.  

 

First Quarter 2014 Index Returns 

In her first meeting as chair of the 

Federal Reserve, Janet Yellen 

announced that the Federal Open 

Market Committee (FOMC) will taper  

its monthly asset purchases from $65 

billion to $55 billion. The Fed continued 

to maintain an accommodative stance 

through monetary policy, holding  

the federal funds target rate range  

at 0.00–0.25%. US interest rates 

generally fell during the quarter. 

Broad US bond market returns were 

positive. The Barclays US Aggregate 

Bond Index advanced 1.8% during  

the quarter. Spread sectors, including 

corporate bonds, performed well, 

generating solid excess returns over 

Treasuries. Lower-quality bonds 

outperformed their higher-quality 

counterparts. 

TIPS recovered somewhat from  

their 2013 decline. Municipal bonds 

generated solid returns.  

  

Period Returns (%) 

Asset Class YTD 1 Year 3 Years** 5 Years** 10 Years**

BofA Merrill Lynch Three-Month US Treasury Bill Index 0.01 0.07 0.08 0.12 1.65

BofA Merrill Lynch 1-Year US Treasury Note Index 0.08 0.26 0.33 0.56 2.03

Citigroup WGBI 1−5 Years (hedged to USD) 0.55 0.93 1.94 1.82 3.12

Long-Term Government Bonds 5.30 -4.49 7.66 4.29 6.03

Barclays US Aggregate Bond Index 1.84 -0.10 3.75 4.80 4.46

Barclays US Corporate High Yield Index 2.98 7.54 9.00 18.25 8.68

Barclays Municipal Bond Index 3.32 0.39 5.79 5.71 4.45

Barclays US TIPS Index 1.95 -6.49 3.50 4.91 4.53

* Annualized
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First Quarter 2014 Index Returns 

Diversification does not eliminate the risk of market loss. Past performance is not a guarantee of future results. Indices are not available for direct investment. Index performance does not reflect expenses 

associated with the management an actual portfolio.  Asset allocations and the hypothetical index portfolio returns are for illustrative purposes only and do not represent actual performance. Global Stocks 

represented by MSCI All Country World Index (gross div.) and Treasury Bills represented by US One-Month Treasury Bills. Globally diversified allocations rebalanced monthly, no withdrawals. Data © MSCI 2013, all rights 

reserved. Treasury bills © Stocks, Bonds, Bills, and Inflation Yearbook™, Ibbotson Associates, Chicago (annually updated work by Roger G. Ibbotson and Rex A. Sinquefield).  

 

These portfolios illustrate the performance of different 

global stock/bond mixes and highlight the benefits of 

diversification. Mixes with larger allocations to stocks  

are considered riskier but also have higher expected 

returns over time. 
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75/25 0.95 12.76 7.01 13.84 6.28
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Disclosure 

Information contained in this communication is not considered an official record of your account and does not supersede normal trade 

confirmations or statements. Any information provided has been prepared from sources believed to be reliable but is not, does not represent all 

available data necessary for making investment decisions and is for informational purposes only. Any distribution, use or copying of this 

presentation or the information it contains by other than an intended recipient is. This information is subject to review by supervisory 

personnel, is retained and may be produced to regulatory authorities or others with a legal right to the information. 

This presentation does not constitute an offering or sale of securities. This presentation is not, and under no circumstances is to be construed as, 

a prospectus, advertisement or public offering of securities. Past performance is not necessarily an indication of future results. 

Please remember to contact Clark Dodge Asset Management, LLC if there are any changes in your personal/financial situation or investment 

objectives for the purpose of reviewing/evaluating/revising our previous recommendations and/or services, or if you want to impose, add, or to 

modify any reasonable restrictions to our investment advisory services. 

Federal and State securities laws require that we maintain and make available current copies of our Registered Investment Adviser Disclosure 

Document, also known as Form ADV Part II. Pursuant to SEC Regulation S-P, our Privacy Notice can be found by contacting our office and 

request a copy. 


