
MARKET OVERVIEW

Market Description Index 3 Months YTD 1 Year 3 Years* 5 Years*

General Stock Market S&P 500 4.93% 13.69% 13.69% 20.41% 15.45%

Large Company Value Russell 1000 Value 4.98% 13.45% 13.45% 20.89% 15.42%

Large Company Growth Russell 1000 Growth 4.78% 13.05% 13.05% 20.26% 15.81%

Small Companies Russell 2000 9.73% 4.89% 4.89% 19.21% 15.55%

International Stocks Morgan Stanley EAFE(US$-net) -3.57% -4.90% -4.90% 11.06% 5.33%

General Bond Market Barclays Capital Aggregate 1.79% 5.97% 5.97% 2.66% 4.45%

ECONOMIC OVERVIEW Statistic

  Most    

Recent*

    3-month      

Prior

  3-month 

Change

 12-month 

Prior

12-month 

Change

       Long-term Rates 10-year Treasury Yield 2.17% 2.52% -13.89% 3.04% -28.62%

       Short-term Rates Effective Fed Funds Rate 0.06% 0.07% -14.29% 0.07% -14.29%

       Consumer Inflation Consumer Price Index 236.151 237.852 -0.72% 233.069 1.32%

       Producer Inflation Producer Price Index 201.2 206.8 -2.71% 201.2 0.00%

       Job Growth Non-farm Payrolls 141,256 139,753 1.08% 138,269 2.16%

Average Workweek Hours Avg. Weekly Work Hours 34.6 34.5 0.29% 34.3 0.87%

       Economic Output Industrial Production 106.662 104.343 2.22% 101.375 5.21%
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Economic data is the most recent available as of date of publication. Data is from sources believed to be reliable but is neither guaranteed and is subject 
to revision without notice.  Data is provided for your analysis and used at your own risk.  Market returns greater than 1 year are annualized.  Timberline 
provides information herein for informational purposes only and should not be considered an investment recommendation.           

 

 

 
 

 

 

 

 

 

 

 

 

 

PRICE OF CRUDE OIL & ACTIVE RIG COUNT – This 

is an informative chart from WTRG Economics illustrating 

both the domestic decline in crude prices (grey) and a decline 

in active and producing oil rigs (red). 

REAL GDP – Recent growth around 5% is a very strong and 

favorable development.  The cautious element to take from this 

chart are the volatile ups and downs since the recession (grey 

bar). 

 

 

 

 

Data sources: St. Louis Federal Reserve, Ishares, Frank 

Russell, MSCI 

 

AVERAGE HOURLY EARNINGS GROWTH – Wage 

growth has become a closely watched measure of economic 

growth.  Slow growth since the recession has been a concern.  

 

 



 
 

Investing in the United States was a good idea in 2014.  The S&P 500 was up 4.93% for the final quarter and 

+13.69% for the year.  Fixed income was relatively strong with the widely followed Barclay’s Aggregate index 

up +1.79% for the last three months and +5.97% for all of 2014.  Positive, however, was not the case for 

international stocks (EAFE US$ net) that were negative for the quarter (-3.57%) and the year (-4.90%).  The 

yearly return for domestic small-cap stocks (Russell 2000) was positive but meager at +4.89%.   
 

Wide differences in returns were indicative of wide differences in global cyclical, secular and geopolitical 

factors.  Domestically, positive momentum was seen in employment, GDP, general earnings growth, and net 

benefits from energy production and price declines.  There was also a friendly decline in long-term rates despite 

economic strength and the end the Fed’s bond buying program. Lastly, indications point to increases in short-

term rates in 2015 but only with strong assurances from the Fed for an outlook of sustainable economic 

strength.  This, in a nutshell, was the positive part of the global story. 
 

Overseas, Europe and Japan remained weak even with active central bank intervention.  The tenor of data from 

China points to decelerating growth.  Oil price declines were indicative of sluggish demand, strong domestic 

production and OPEC’s decision to drive marginal producers out of business with an oversupply of crude.  

Producers with financial reserves, like Saudi Arabia, are hoping to survive the financial pain while other 

commodity dependent economies, like Venezuela and Russia, face immediate and dire circumstances.  Making 

matters worse for many foreign countries and companies is dollar-denominated debt that has become much 

more costly with the dollar’s significant appreciation.  
 

A result of all this were very low long-term rates in Europe and Japan that drove capital to the United States and 

pulled rates lower here as well.  Lower domestic rates stand in stark contrast to the mentioned improvement in 

domestic economic conditions that would normally drive long-term rates higher.  This clearly illustrates the 

global nature of capital flows and how global developments can have an impact here.  
 

This implication that international developments can have an impact here, which is nothing new, have the 

equity markets off to a rocky start for 2015.  As mentioned, economic momentum and energy independence are 

strong positives.  Excitement for economic momentum needs to be tempered by the fact that economic growth 

since the meltdown has had some bumpy moments.  I think the energy story remains a net positive but there 

will be pain in the oil patch, energy-related loan defaults, and potentially significant problems if Russia and 

other emerging markets crater.  A stronger dollar also makes exports less competitive as well.  It is a 

complicated situation. 
 

What, I think, gets lost in the complexity is the simple and significant stimulus to be provided by low rates and 

low energy prices.  Interest rates have good chance of remaining attractive for borrowers as the Fed will 

probably raise rates in 2015 only in a careful and deliberate fashion.  Over time, I believe these forces will work 

out well for equity investors but in interesting ways that will be tough to anticipate.  I cannot say the same for 

bond investing with rates so low.  As stated in previous reports, I believe a long-term perspective for equity 

investors remains the most appropriate way to approach these circumstances.   

 

In closing, best wishes to all of you for a happy and prosperous 2015.  Thank you again for your business and 

interest in Timberline. 
 

 

Gregg Giboney 
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