
Special points of 

interest: 

 The Fed maintained its 

rate policy this week 

and reduced bond 

buying by $10B per 

month.. 

 Volatility remains 

exceptionally low. 

 Fed policy and corporate 

buybacks continue to 

support the market. 

 But corporate insiders 

are dumping shares. 

 Caution is still advised. 

The market continued to grind higher this week, despite crisis in Iraq, ongoing unrest in the Ukraine, 
and the largest increase in the CPI in over a year. The S&P 500 remains as quiet as it has been since 

1995, but it’s still going up (note the chart above).   

 

The key event of the week was the FOMC meeting on Wednesday, the results of which were 

unsurprising – steady as she goes.  As expected, the Fed reduced its monthly purchases of securities 

by another $10 billion and thus seemed to affirm market expectations that it will be out of the QE 

business by the end of this year, even as economic growth projections continued to slow. Via its 

forward guidance policy, the Fed also signaled that super-low interest rates won’t be going away 

anytime soon, pushing gold higher. Fed Chair Janet Yellen did insist that future policy changes will have 

to be based upon a “wide range of indicators,” not just one big thing. The Fed’s relentless bid for 

bonds (now “only” $35 billion per month) continues to drive investors into stocks, as intended.  

Meanwhile, corporate earnings continue to surge. Earnings of companies in the S&P 500 are expected 

to grow by a rate of 5.4 percent in Q2 2014, with nine of the ten sectors in the index projecting higher growth than last year, 

according to an estimate issued by FactSet last week. If that isn’t enough, corporate bond issuance in Q1 2014 was $374 billion, 

according to SIFMA. With all that money, companies are buying back their stock at a feverish pace. S&P Dow Jones Indexes 

reported that total stock buybacks for the Q1 2014 jumped over 59 percent.  

Fed support and corporate buybacks provide good reasons for market strength, especially in a low volatility environment. Even 

so, corporate insiders are dumping their stocks aggressively. Last week’s recommendation that investors be cautious still looks 

pretty good. 
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Market YTD 2013 2012 10 Years 

US Stocks (large)(SPY) 6.97% 32.21% 15.84% 7.74% 

US Stocks (small)(IJS) 3.44% 39.72% 18.10% 9.61% 

Ex-US Stocks (dev)(EFA) 5.77% 22.62% 17.22% 6.96% 

Ex-US Stocks (EME)(EEM) 5.59% -3.14% 17.32% 11.64% 

US Bonds (AGG) 3.38% -2.15% 4.04% 4.75% 

Global Bonds (FWDB) 5.74% -1.94% 7.83% N/A 

US Bonds (HY)(HYG) 4.95% 5.90% 13.83% 5.00%* 

US REIT (IYR) 15.35% 1.05% 18.36% 8.20% 

Ex-US REIT (IFGL) 6.18% 5.29% 37.32% 7.34%* 

Gold (IAU) 7.46% -27.94% 8.37% 13.17%* 

Commodities (GSC) 6.83% -1.93% -1.73% 5.73%* 

* Data unavailable; standard benchmark substituted 
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“The enemy of a good plan is 

the dream of a perfect plan.” 

― Carl von Clausewitz 

The following articles from this past week 

are well worth your time. 

 Active Management Required (Above the Market) 

 Fighting the Last War (A Wealth of Common Sense) 

 Can You Handle the Market’s Stress Test? (The Wall 

Street Journal) 

 21 charts that explain how the US is changing (Vox) 

 The Biology of Risk (The New York Times) 
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