
Developed market equity investors enjoyed a fabulous year 
in 2013. The Nikkei (Japan), the DAX (Germany), and the CAC 
40 (France) rose 54%, 25%, and 22% respectively. US equity 
markets also appreciated across all market capitalizations. 
The Dow Jones Industrial Average (DJIA), the S&P 500 (large 
cap), the S&P 400 (mid cap), and the Russell 2000 (small 
cap) indexes all recorded new highs. The benchmark S&P 
500 finished 2013 up 32%, an impressive 172% from its low 
in March 2009. 

Most emerging market equities did not fare as well. The MSCI 
Emerging Market Index fell almost 5% in 2013. Two of the 
index’s largest components, the Shanghai Composite and 
Brazil’s Bovespa Index, dropped 3% and 15% respectively. 
Commodities, a proxy for emerging market demand, posted 
large losses. For the year, prices for silver dropped 37%, 
coffee 31%, gold 29%, corn 28%, and wheat 27%. Emerging 
market economies only grew an estimated 4.5% in 2013, 
the second weakest performance in 12 years, and capital 
inflows into emerging markets remained well below 
pre-financial crisis levels. 

Bonds finished the year down 2.0%, reflecting a sharp 
increase in interest rates. The yield of the benchmark 10-year 
Treasury bond increased from 1.76% at the end of 2012 to 
3.03% at the end of 2013. 

Record corporate earnings contributed in large part to the 
strong performance of the US equity markets in 2013. As 
shown in the table below, earnings for the S&P 500 are up 
over 76% from $62.50 in 2009 to an estimated $110.00 in 
2013. Consensus estimates for 2014 earnings are over $120, 
representing 9% earnings growth. 

While equity valuations continue to rise, corporate profits and 
cash rich balance sheets bolster asset price appreciation. 
The fundamentals of today’s stock market are much healthier 
than the prior market peak in 2000. At the close of 2013, the 
price to earnings (P/E) multiple of the S&P 500 stood at 16x 
last year’s estimated profits, and the index’s dividend payout 
should exceed $30. By comparison, the P/E multiple in 2000 
was 31x when the S&P 500 earned just $53 in profits and 
paid out only $16 in dividends. 
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MARKET COMMENTARY Perhaps the greatest concern facing investors in 2014 is the 
Federal Reserve’s change in monetary policy. On December 
18, Chairman Ben Bernanke announced the Fed would begin 
to slow its bond purchases by $10 billion a month and would 
end quantitative easing some time next fall. On February 1, 
Janet Yellen takes the office of Chairperson. The Fed has a 
dual mandate – to maximize employment and to maintain 
stable prices. As a so-called “dove,” Yellen believes that 
inflation has a minimal negative impact and will likely 
continue to use monetary policy to support employment. It 
seems unlikely that she will significantly deviate from the 
course set by Dr. Bernanke unless we encounter unexpected 
economic crises. 

One of the most important leading economic indicators, 
weekly initial jobless claims, continues to improve. As the 
graph below shows, claims peaked in April 2009 at 643,000, 
towards the end of the financial crisis. Since then, claims 
have dropped dramatically to a fairly consistent 300,000 to 
380,000 per week. The average number of weekly claims 
in the 1980s and 1990s was approximately 350,000. The 
normalization of jobless claims points to a strengthening 
economy, albeit at a slower pace than in past recoveries. 

We believe that in the near-term, the tapering and 
subsequent rise in interest rates should prove to be positive 
for equities. Historical data indicates that stock returns and 
yield movements tend to be positively correlated for rates 
below 5%. This proved to be true last year.

(Continued on back) 

S&P 500 EPS $72.50
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DISCLAIMER: The material contained in this report is available only to those clients
and prospective clients to whom Winfield Associates, Inc. (“Winfield”) delivers this
report and further distribution of this material is prohibited. No person or entity other
than a Winfield client shall rely on the information, opinions, estimates and projections,
if any, contained in this report. The information, opinions, estimates and projections,
if any, contained in this report were prepared by Winfield Associates, Inc. and
constitute the current judgment of Winfield as of the date of this report. The
information contained herein is believed to be reliable and has been obtained from
sources believed to be reliable, but Winfield makes no representation or warranty,
either express or implied, as to the accuracy, completeness or reliability of such
information. Winfield does not undertake, and has no duty, to advise you as to any
information that comes to its attention after the date of this report or any changes in
its opinion, estimates or projections. Prices and availability of securities are also
subject to change without notice. Winfield, our affiliates, and any officer, director or
stockholder, or any member of their families may have a position in and may from time
to time purchase or sell any of the securities mentioned or any related securities.
Winfield is not a registered broker-dealer. This is not a solicitation of any offer to buy
or sell securities.

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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CLIENTVIEW WEB PORTAL 
Winfield’s ClientView serves as your financial hub. Clients 
can upload wills, trusts, insurance policies, and other critical 
financial documents and view them in a completely secure 
environment. Cloud-based technology ensures that clients 
can access all of their important financial information in one 
place from anywhere with internet access. Our platform allows 
clients to gain a better understanding of their investments by 
providing performance and asset allocation information that 
is not available through traditional brokerage websites. We 
strongly encourage any clients or prospective clients who 
are interested in this tool to call for further information.

There are some overriding themes which support a longer-term 
bullish outlook:

·Housing contributes about 5% directly to GDP, but the 
laterals are far reaching. New housing starts were consistently 
about 1.5 million through the mid 1990s, peaking at well 
over 2 million in 2007. The market collapse during the Great 
Recession led to a sharp decrease in housing starts to about 
500,000. Current housing starts are about 1 million. Along 
with increased starts, home prices have risen and consumer 
confidence is enhanced.

·The wealth effect of higher home prices and stock prices 
enhances consumer confidence. Consumer confidence 
finished 2013 on a strong note, the index reaching 78.1 in 
December, well above the low of 45 of 2009, but well under 
the peak of 103 in 2007.  

·Auto production is another significant contributor. Light 
vehicle production is expected to reach nearly 16 million in 
2013. Fourth quarter production alone is estimated to be a 
historic 4 million units. In 2009, production bottomed at 10 
million units after a decade of 16 million units annually. The 
scrappage rate is nearly 12 million and the average age of 
light vehicles is 11 years. This has far reaching implications 
as more than 25% of the industry’s parts suppliers currently 
cannot keep up with demand.

Picking stocks and sectors will likely be critical, as P/E’s no 
longer have significant expansion potential. Bonds will still 
be under pressure as rates move higher, so it is advisable to 
keep your bond portfolio with short duration. Going forward, 
our investment guidance is to stay the course by being 
invested in equities.
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There are big advantages for 401(k) accounts over 
traditional IRAs. The tax advantages for 401(k) savers vs. 
those opting to use IRAs or don’t have access to a 401(k) 
plan continues to be big:

401(k) AdvAntAges Over trAditiOnAl irAs
401(k) IRA

Annual limit per individual

Age 50+ catch-up amount

Roth income limit

Penalty-free access, 
if needed

$51,000

$5,500

None

Yes 
(via a loan)

$5,500

$1,000

$127,000

No

401(k) CONTRIBUTION LIMITS 


