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Global stock and bond markets had positive returns for the month of April. A 
slowdown in corporate earnings growth and concerns over a weakening economy 
influenced a shift to more conservative investments. For example, technology and 
media stocks saw sharp declines, while stock sectors such as utilities gained. Bonds 
also benefited from a soft economy, as the 10-year treasury yield declined to 2.65% … 
with prices rising as yields fall.  

News from the economic front: 

• The Commerce Department announced that GDP growth was an anemic 0.1% in 
the first quarter of 2014.  

• Exports for the first quarter fell sharply due to soft economic demand from 
Europe and Asia. 

• Rising mortgage rates and cold weather weakened the housing market. 
• The Federal Reserve cut monthly bond purchases by another $10 billion to $45 

billion. Bond purchases have been reduced by $40 billion since the beginning of 
the year. 

• The Fed reiterated its pledge to keep short-term rates near zero for the 
immediate future.  

 
The dismal first quarter GDP results were generally attributed to the harsh winter 
weather. In any event, the five year economic expansion remains one of the weakest 
in history. While the economy has picked up in April, it may only be a 
modest winter bounce instead of a spring growth spurt.  

 

It’s a moment of re-evaluation. Are current trends an artifact of the weather, 
or is something else going on … Where are we in the recovery? 

Lawrence Creatura, Federated Investors - WSJ (4/30/14) 

 

Investors remain confident in the economy and the prospects for continued low 
interest rates. Retirement investors (401k plans) have significantly increased their 
stock allocations, with stocks now accounting for 66% of assets, up from just 48% at 
the market lows of February 2009. Forward looking valuations for U.S. stocks remain 
high. The S&P 500 index trades at 15.3 times next year’s estimated earnings … above 
the 10-year average multiple of 13.8 times earnings. 

 

 



We are just not living in the best of times. The momentum is weakening in 
housing; stocks look overpriced; bonds are paying poorly; there’s risk there, 
too. There’s no easy way to win in this market. So I’m thinking, you have to 
diversify and probably keep something in stocks. 

Robert Shiller, Yale economist (Nobel Prize winner) – 4/21/14 

 

It is interesting that bonds, defensive stocks, and commodities have provided the 
best year-to-date returns. No one was making that prediction four months ago. 

 

To us, this illustrates the folly of trying to time the market. Near-term moves 
often have no obvious catalyst, and certainly not one that can be accurately 
predicted. Focusing on the underlying fundamentals of the economy and 
earnings, and keeping a longer-term view in mind, is the key to successful 
investing. 

Liz Ann Sonders, Charles Schwab & Co. – 4/25/14 

  

There are certainly plenty of geopolitical and economic risks facing investors today, 
but the economy continues to grow and corporate earnings remain strong. Interest 
rates should remain low for some time to come, and corporate America may be poised 
to start spending some of their excess cash reserves. All we have to do is remain 
diversified and disciplined. 

Take care, and enjoy the longer (and warmer) days! 
  

Daniel G. Corrigan, CPA/PFS, CFP® 
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