
MARKET OVERVIEW

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

General Stock Market S&P 500 1.13% 8.34% 19.73% 22.99% 15.70%

Large Company Value Russell 1000 Value -0.19% 8.07% 18.89% 23.93% 15.26%

Large Company Growth Russell 1000 Growth 1.49% 7.89% 19.15% 22.45% 16.50%

Small Companies Russell 2000 -7.36% -4.41% 3.93% 21.26% 14.29%

International Stocks Morgan Stanley EAFE(US$-net) -5.88% -1.38% 4.25% 13.65% 6.56%

General Bond Market Barclays Capital Aggregate 0.17% 4.10% 3.96% 2.43% 4.12%

ECONOMIC OVERVIEW Statistic

  Most    

Recent*

    3-month      

Prior

  3-month 

Change

 12-month 

Prior

12-month 

Change

       Long-term Rates 10-year Treasury Yield 2.52% 2.53% -0.40% 2.64% -4.55%

       Short-term Rates Effective Fed Funds Rate 0.07% 0.09% -22.22% 0.06% 16.67%

       Consumer Inflation Consumer Price Index 237.852 237.9 -0.02% 233.877 1.70%

       Producer Inflation Producer Price Index 206.8 208.0 -0.58% 204.2 1.27%

       Job Growth Non-farm Payrolls 139,752 139,772 -0.01% 137,069 1.96%

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

       Economic Output Industrial Production 104.115 103.652 0.45% 99.999 4.12%
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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.           

 

 

 
 

 

CREDIT SPREADS – At this low level, further demand to 

take more risk appears to be limited. 

STOCK MARKET VOLATILITY (DOW JONES 

INDUSTRIAL AVERAGE) – Stock market volatility continues 

to be at a low level with a lengthy positive return period since the 

meltdown.  This indicator shows little sign of worry over global 

unrest, the end of bond purchases (tapering) by the Fed, possible 

increases in short-term rates sometime soon, and controversial 

politics within. 

 

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

MSCI 

 

AVERAGE HOURLY EARNINGS GROWTH – The lack of 

meaningful growth in wages has contributed to wealth disparity 

and a drag on economic growth and consumer confidence.  

 



 

 
 

For investors, the third quarter of 2014 produced returns that generally ranged from slightly positive to single-

digit negatives.  On the positive end were growth oriented large-cap domestic equities (Russell 1000 growth 

index up 1.49%) and the core large-cap S&P 500 at +1.13%.  It is worth noting that the S&P 500 has now 

experienced its 7
th

 straight positive return quarter.  At the other end of the return spectrum were small-cap 

stocks (Russell 2000 down 7.36%) and overall weakness in international equities.  Descriptions for the fixed 

income markets are very similar with minimal returns from high quality portfolios and negative returns from the 

more risky high-yield and international areas.  All said, investors maintained interest in high quality 

opportunities but moved away from areas where valuations were a bit high (small-cap and high-yield) and 

where international issues (Russia sanctions, possible economic slowing in China, Middle East unrest) were of 

concern. 
 

As mentioned, unrest in the world includes Russian sanctions that are impacting major European economies, 

and Middle East unrest affecting among major oil producing countries.  Despite this, investment conditions in 

the US continue to be firm.  Without a doubt, the development of energy reserves in North America is keeping 

Middle East energy supply issues at bay.  Europe is not so fortunate with its location and a great deal of its 

energy supplies and other trading activity originating from Russia.  The Russian situation may become more 

important over time as there are signs that sanctions are beginning to have a meaningful impact.   
 

An outcome of all this is that the US has become a very attractive capital haven evidenced by strength in the 

dollar and stability in long-term interest rates.  This has developed even with the Fed is wrapping up its bond 

purchases and giving consideration to interest rate increases sometime soon.  Evidence of this is also found with 

a decline in the price of gold. 
 

As always, the Fed will continue to be a major source of investor attention.  They (Yellen and other Fed 

decision makers) remain data dependent and likely to make changes at only a modest pace.  This careful 

strategy along with improving earnings growth expectations (about 7% for the upcoming earnings season) and 

expected healthy GDP growth (about 3.5% projected right now) create a good and fundamental base for equity 

investors.  It is hard to tell if politics will play a meaningful roll in the current quarter.  Odds are slightly 

favorable for a Republican controlled Senate but it is difficult to see any meaningful legislative movement with 

President Obama remaining in office.  On the other hand, gridlock and the low likelihood of meaningful 

political policy changes add a positive element of predictability for investors.  One only has to look at headlines 

from a year ago that highlighted the childish actions of our politicians.  Since then, equity returns have been 

quite strong.  
 

In closing, I would like to reiterate my belief that a long-term perspective is important for equity investing right 

now.  With overall valuations (i.e. price-to-earnings ratios) near historic averages, returns are more linked with 

earnings-growth that tends to develop over time.  As many investors remain cautious, the potential for higher 

valuations remain limited in my mind.  
 

Please feel free to contact me with any thoughts or questions.  Thank you again for this opportunity to be of 

service. 

 

Gregg Giboney 

 

Gregg Giboney, CFA 

President & Portfolio Manager 

Investment Advisor Representative 

Timberline Investment Management, LLC  


