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First quarter performance for US equities was unprecedented 
despite European banking worries and continued 
congressional bipartisan conflicts. The Dow Jones 
Industrial Average (DJIA) and the S&P 500 indexes ended 
at all-time closing highs, finally erasing the heavy losses 
suffered since the 2008-2009 Great Recession. With an 
11% gain, the DJIA logged its best first quarter performance 
since 1998. Compared to other international stock markets, 
the US indexes were handily the best performing equity 
markets in the developed world, excluding the Japanese 
Nikkei which was up about 20%. New leadership at the 
Bank of Japan instituted monetary easing measures similar 
to the recent policies of other reserve currency countries, 
sparking a sharp rally in the depressed Nikkei. 
 
While it is early in the second quarter, the markets have 
traded even higher. Economic data is mixed, and yet 
unemployment is still high at 7.6%. The prevailing attitude 
with many investors is for the equity markets to experience 
a moderate correction in the months just ahead. This 
prediction has been bandied about since last fall and much 
to the chagrin of short position market participants, it has yet 
to happen. April may be the month the climb ends, similar to 
the past three years, but recent momentum is discounting 
negative news, and volatility has been much lower. 

The fixed income markets reflect uncertain economic data 
and geopolitical concerns. Although the Barclays Aggregate 
Bond Index, a market weighted index of intermediate term, 
investment grade US debt, finished the first quarter of 2013 
down 0.12%, bond yields remain near record lows. At the 
end of the first quarter, the yield of the 10-year Treasury bond 
was 1.85%, up only slightly from 1.75% at the end of 2012. 
The stability in bond yields demonstrates the ongoing 
uncertainty in global investor confidence and the belief that 
US debt provides the safest harbor from the choppy waters 
of global finance. 

MARKET COMMENTARY We continue to monitor Federal Reserve Bank action 
carefully for policy changes. An indication of Fed tightening, 
such as higher interest rates and a shrinking of the money 
supply, could cause a sharp reaction. The current 0% 
federal funds interest rate and bond purchasing programs, 
labeled quantitative easing, have provided support to the 
equity markets by making fixed income investment returns 
less attractive than total returns from equity investments. 
However, it can be argued the Fed is not directly driving the 
equity market. Rather, it is influencing the fundamentals to 
make investing in the equity market attractive. Low interest 
rates make both consumer and commercial loans less 
expensive and lower the cost of capital. So far, since 2009, 
the policy has been effective. The S&P 500 Index aggregate, 
four-quarter trailing earnings per share, are currently $98, 
compared to $43 in March 2009, an increase of 128% which 
correlates well with the S&P 500 gain of 114%.

We think the overall US economy will continue to expand but 
at a more tepid pace than the first quarter’s 3.5% annualized 
rate. The first quarter forecast has steadily increased from 
1.5% in January to 3.5% currently as inventory build was 
unusually high after depletion in last years’ fourth quarter 
and consumer spending was also elevated at 3%. For 
the rest of the year, quarterly GDP growth should average 
about 2% each quarter, with the softest in the second quarter. 
In addition to less inventory build, consumer spending may 
slow from the effect of the payroll tax and sequestration. 

GDP growth in ensuing quarters should emanate from the 
recovering housing industry. Housing directly contributes 
about 5% to the GDP, but has a considerably larger overall 
impact. Consumer confidence is enhanced and small 
business lending increases as small business owners often 
use their homes as collateral to finance their businesses. 
UBS Bank reports rising prices and low interest rates have 
dramatically reduced the number of “underwater” (negative 
equity) homeowners by 1.7 million. UBS concluded for every 
$1,000 increase in housing wealth, consumers will spend an 
additional $16 on goods and services. If those 1.7 million 
homeowners experience a modest $20,000 increase in the 
value of their homes, consumer spending would increase by 
over $540 million.
 
A protracted bear market usually correlates with business 
cycle recessions, which almost inevitably are preceded by 
the Fed raising interest rates and choking off economic 
growth. With no sign of increasing inflation and below trend 
employment growth, we believe the Fed will keep interest 
rates low for at least another year and more likely through the 
end of 2014, but may begin to reduce its bond purchasing 
programs by the end of this year. This should coincide with 
an affirmation of a stronger economy and an opportunity 
for the more cyclical sectors (i.e. information technology 
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WHEN TO WORK WITH WINFIELD

PRIVATE INDIVIDUAL INVESTORS
• Manage accumulated wealth, inheritances and settlements
   to meet investment objectives

ENDOWMENTS AND FOUNDATIONS
• Manage assets with a long-term growth strategy while
  meeting investment policy requirements

BUSINESS OWNERS
• Customize investment portfolios to meet investment
  objectives and lessen risk of concentrated assets
• Defer taxable earnings in profit sharing plans
• Manage and advise 401(k) plans

BUSINESS PROFESSIONALS
• Customize investment portfolios, manage stock options
   and consolidate 401(k)/IRA plans to meet investment
   objectives and lessen risk of concentrated assets

RETIREES
• Customize investment portfolios to meet investment
   objectives with the option of drawing income
• Management of IRAs, trusts and taxable accounts 
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10.24%

16.00%
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2013 YTD   

11.92%
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CLIENTVIEW WEB PORTAL 
Winfield Associates, Inc. is pleased to offer the ClientView 
web portal. ClientView is a secure, cloud-based document 
vault that serves as a hub for your financial information, 
including quarterly reports, insurance policies, wills, trusts, 
and anything else you might like to add. To learn more, 
please follow the link: 

http://www.winfieldinc.com/PDF/ClientViewGuide.pdf

INDIVIDUAL RETIREMENT ACCOUNT 
LIMITS FOR 2013
• The deduction for taxpayers making contributions to a 

traditional individual retirement account (IRA) is phased out 
for singles and heads of household who are covered by 
a workplace retirement plan and have modified adjusted 
gross incomes (AGI) from $59,000 to $69,000, up from 
$58,000 to $68,000 in 2012.

• For married couples filing jointly, in which the spouse 
who makes the IRA contribution is covered by a workplace 
retirement plan, the AGI phase-out range is $95,000 to 
$115,000, up from $92,000 to $112,000.

• For an IRA contributor who is not covered by a 
   workplace retirement plan and is married to someone 
  who is covered, the deduction is phased out for couples  
  with AGI from $178,000 to $188,000, up from $173,000 
   to $183,000.

• For a Roth IRA, the AGI phase-out range for taxpayers 
making contributions is $178,000 to $188,000 for married 
couples filing jointly, up from $173,000 to $183,000 in 2012. 
For singles and heads of household, the income phase-
out range is $112,000 to $127,000, up from $110,000 to 
$125,000. For a married individual filing a separate return 
who is covered by a retirement plan at work, the phase-out 
range remains $0 to $10,000.

• The AGI limit for the saver’s credit (also known as the 
retirement savings contributions credit ) for low-and 
moderate-income workers is $59,000 for married couples 
filing jointly, up from $57,500 in 2012; $44,250 for heads of 
household, up from $43,125; and $29,500 for singles and 
married couples filing separately, up from $28,750.
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and industrials) of the stock market to outperform. The very 
best environment for the stock market has historically been 
periods of slow but stable growth with modest inflation. 

Our strategy includes a cognizance of inevitable periods 
of higher volatility and a possible market downturn even 
though our cash levels have decreased from last summer. 
Risk management, with the ultimate goal of higher risk-
adjusted returns, is the focus of our investment management 
strategy. Our asset allocation, which is customized to each 
account, includes a mix of fixed income and equities with 
stable dividends. Although fixed income assets under 
performed equity assets during the past quarter, bonds 
provide insurance to protect account principal. 
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