
Market Update, July 2014 

 

Stock returns were in positive territory for most of July, with the Dow Jones Industrial 
Average surpassing the 17,000 milestone.  However a sell-off on July 31 sent stocks 
down sharply, breaking a streak of 5 straight monthly gains.  Economic and 
geopolitical concerns apparently overcame investor complacency, as the Dow ended 
the month with a 300-point decline. 

 

News from the economic front: 

• The U.S. added 218,000 jobs in July. 
• U.S. GDP increased 4% during the 2nd quarter. 
• U.S. GDP for the 1st quarter was revised to a 2.1% decline. (The initial 

estimate was a 2.9% decline.) 
• Argentina defaulted on its debt. 
• Portugal’s 2nd largest bank reported an unexpected quarterly loss, and its 

share price dropped by more than 40 percent. 
• Deflationary concerns remain high in the Eurozone. 
• Russia was targeted with additional economic sanctions for its involvement 

in the Ukraine. 

 

Monthly job gains have averaged 244,000 for the past six months, the best pace in 8 
years.  Despite these top line gains, pay increases are not keeping up with 
inflation.  More importantly, the proportion of working-age adults who are employed 
(or are looking for employment) is at 62.9% … which is down from the 66% 
prerecession level.  

Overall, 9.7 million Americans remain out of work.  The stated unemployment rate 
is now at 6.2 percent, but the more appropriate broader measure of unemployment is 
just over 12 percent. 

Why does it appear that better economic data has been bad for stocks?  Stronger 
GDP and labor reports increase the probability of the Federal Reserve raising interest 
rates more quickly.  Low interest rates have propelled valuations on all assets, and 
stocks, in particular, seem vulnerable because of their relatively high valuations. 

 

 

 
 
 



We remain cautious about the economic backdrop and the potential for increased 
stock market volatility.  The scars from the great recession remain with us.  While 
many of the financial issues seem to have been stabilized, they have not been 
resolved.  The world is still awash in debt, and the largest economies in the world 
(United States, China, Eurozone, & Japan) will continue to struggle as they manage 
their way through this debt overhang.  
  
As always, we believe investors need to remain disciplined and diversified.  
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