
 
 
 

 
 
 
      
 
 
 
April 30, 2014 
 
 
Dear Valued Client, 
 
Fresh off of the strong gains of 2013, investors started the 
New Year with hopes of a smooth ride to additional gains. 
Instead, like the weather in many parts of the U.S., the 
equity markets got off to a chilly and somewhat difficult 
start. Investors would soon be challenged by higher 
valuations and a still uncertain economy.  Even the weather 
itself entered the debate. Winter storms kept snow-bound 
buyers out of showrooms and shops, potentially affecting 
economic growth.  Of course, what would a market decline 
be without a bit of international intrigue? Russian troops 
rumbled across the border as Crimean citizens voted to 
leave Ukrainian rule and join Russia. By February, the Dow 
Jones Industrial Average had fallen about eight percent. As 
usual, the reaction was both swift and predictable. The Wall 
Street Journal reported on March 7th that $28 billion was 
withdrawn from equity funds for the week. Meanwhile, 
almost $15 billion of fresh money went into bond funds.  
 
History shows market declines are just part of investing. 
Over a 33 year period, the S&P 500 has experienced an average high-to-low drop, sometime during the year, of 
14.7%. Even considering the drops, the market rose in 25 of those 33 years. As the quarter wore on, sentiment again 
shifted to the positive. By the end of the quarter, most equity markets completely regained earlier losses and ended 
with modest gains. Knowledge of market history and discipline are traits we hold in high regard. During the first 
quarter, they again came in handy.  
 
Domestic Equities: As noted above, despite the challenges, domestic equities recovered all of the mid-quarter losses 
and then some. The S&P 500 Index, a well-known measure of large U.S. companies, rose a respectable 1.8% for the 
first quarter. Small stocks did a little better. The Russell 2500 climbed 2.3%. 
 
International Equities: Foreign stocks followed much of the same direction for the quarter as their domestic 
counterparts. The mid-quarter declines were apparently linked to fears that the  Ukrainian  “crisis”  would  spread. As 
the situation appeared to be contained, markets recovered. The MSCI Developed Markets Index erased the losses and 
was  able  to  move  up  0.7%  for  the  quarter.  Emerging  markets  didn’t  quite make it into the black. They edged down 
0.4%.     
 
Fixed-Income: Janet Yellen, the newly installed Chair of the Federal Reserve, continued to calm markets by sticking 
with the accommodative stance taken by her predecessor. Bond prices turned in solid returns for the quarter. The 
Aggregate Index, a measure of the broad bond market, rose 1.8%. Investment grade corporate bonds came in with a 
2.9% gain. Lower-rated high-yield bonds, or junk bonds, jumped 3.0%. As memories of the Detroit problems of last 
year faded, municipal bonds rose an impressive 3.3%. 

 

% Return as of 03/31/2014 
Equity Indexes 1st Q 1 Yr 3 Yr 
S&P 500 1.8 21.9 14.7 
Russell 2500 2.3 24.0 13.9 
MSCI EAFE 0.7 17.6 7.2 
Emerging Market -0.4 -1.4 -2.9 
Wilshire REIT 10.1 4.4 10.5 
Bond Indexes    
TIPS 1.9 -6.5 3.5 
Aggregate 1.8 -0.1 3.7 
Governments 1.3 -1.2 3.2 
Mortgages 1.6 0.2 2.8 
Investment Corporate 2.9 1.5 6.1 
Long Corporate 6.2 2.0 9.2 
Corporate High-Yield 3.0 7.5 9.0 
Municipals 3.3 0.4 5.8 
Cash Equivalents    
3-Month T-Bill 0.0 0.1 0.1 
Consumer Price Index 0.5 1.1 2.0 



Over the coming years, we will likely see much of what we have seen in the first quarter of 2014. There will be 
storms, political intrigue, declines and recoveries.  They are inevitable. We can, however, prepare for them. We can 
know  your  goals,  be  vigilant  and  follow  our  principles  to  help  get  you  “all  the  way  home.”     
 
 
Sincerely, 
 

 
 

Donald E. Garcia 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The content of this material was provided to you by Lincoln Financial Network for its representatives and their clients. Lincoln Financial 
Network is the marketing name for Lincoln Financial Advisors Corp. and Lincoln Financial Securities Corporation.  
 
Source of data – – Morningstar, U.S. Department of Commerce, Wall Street Journal, St. Louis Federal Reserve, Bloomberg,  The Federal 
Reserve. The performance of an unmanaged index is not indicative of the performance of any particular investment.  It is not possible to invest 
directly in any index.  Past performance is no guarantee of future results.  This material represents an assessment of the market environment at a 
specific point in time and is not intended to be a forecast of future events, or a guarantee of future results. 3 year performance data is annualized. 
Bonds have fixed principal value and yield if held to maturity and does not enter into default. Bonds have inflation, credit, and interest rate risk. 
Treasury Inflation Protected Securities (TIPS) have principal values that grow with inflation if held to maturity. High yield bonds (lower rated or 
junk bonds) experience higher volatility and increased credit risk when compared to other fixed income investments.  REITs are subject to real 
estate risks associated with operating and leasing properties.  Additional risks include changes in economic conditions, interest rates, property 
values, and supply and demand, as well as possible environmental liabilities, zoning issues and natural disasters.  Stocks can have fluctuating 
principal and returns based on changing market conditions.  The prices of small company stocks generally are more volatile than those of large 
company stocks.  International investing involves special risks not found in domestic investing, including political and social differences and 
currency fluctuations due to economic decisions.  Investing in emerging markets can be riskier than investing in well-established foreign 
markets. 
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