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lookINg INTo THE 
crySTal ball 

We love the folly that is prediction.  The end and beginning of the year is the penultimate for this exercise.  We find that as we grow in 
years this is an activity better suited for the young and those whose paychecks are tied to selling news or financial products.  Both are hope-
ful and their synaptic impulses are firing at light-speed impulses.  The young and the professional prognosticators who are paid to elicit 
visions of the future typically have high expectations of their future and soothsayer capabilities.  

In the science of aging there is a frequently used graph that measures aging and happiness.  It is referred to as the U Factor and can be seen 
below.

The graph highlights that there is a descending level of happi-
ness that begins in one’s twenties.  The happiness level bot-
toms around age 50 and then begins to ascend through the end 
of life.  Psychologists explain the U Factor this way.  In our 
twenties, thirties and forties our future seems forever and our 
expectations for our lives are big and bold.  In the vast majority 
of cases, the expectations do not mesh with the ultimate reality.  
It often leaves us a little disappointed. 

As we get closer to our fifties, life teaches us to realistically 
temper our expectations.  At some point we realize who we are, 
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“The results are rarely as pleasing as the 
expectation of  them”

Looking Into the Crystal Ball 

“The results are rarely as pleasing as the expectation of them” 

We love the folly that is prediction.  The end and beginning of the year is the penultimate for this 
exercise.  We find that as we grow in years this is an activity better suited for the young and 
those whose paychecks are tied to selling news or financial products.  Both are hopeful and their 
synaptic impulses are firing at light-speed impulses.  The young and the professional 
prognosticators who are paid to elicit visions of the future typically have high expectations of 
their future and soothsayer capabilities.   

In the science of aging there is a frequently used graph that measures aging and happiness.  It is 
referred to as the U Factor and can be seen below. 
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The graph highlights that there is a descending level of happiness that begins in one’s twenties.  
The happiness level bottoms around age 50 and then begins to ascend through the end of life.  
Psychologists explain the U Factor this way.  In our twenties, thirties and forties our future seems 
forever and our expectations for our lives are big and bold.  In the vast majority of cases, the 
expectations do not mesh with the ultimate reality.  It often leaves us a little disappointed.  

As we get closer to our fifties, life teaches us to realistically temper our expectations.  At some 
point we realize who we are, where we are and what we are capable of doing.  At that point, the 
edge is off and we can settle in to living our chosen life, happily.  We recently heard it said that 
the first 50 years are for learning.  And the second 50 years are for living! 

On a personal note we shared this with some of our 20-something children over the holidays.  
The hope was that it would give them some insight into the potential error of their ways and the 
resulting disappointment that may follow.  As a warning, all it seemed to do was bum them out, 
leading to the drinking of all our good wine.  Maybe ignorance is bliss.    

 

Age 20    Age 50    Age 80 



where we are and what we are capable of doing.  
At that point, the edge is off and we can settle in to 
living our chosen life, happily.  We recently heard 
it said that the first 50 years are for learning.  And 
the second 50 years are for living!

On a personal note we shared this with some of 
our 20-something children over the holidays.  The 
hope was that it would give them some insight into 
the potential error of their ways and the resulting 
disappointment that may follow.  As a warning, all 
it seemed to do was bum them out, leading to the 
drinking of all our good wine.  Maybe ignorance is 
bliss.   

The life of an investor is a microcosm of the U 
Factor.  We start off early in search of an invest-
ment plan that possesses the highest rate of return, 
low risk, no taxes and next day liquidity.  After 
some years of working for our hard earned money 
and not finding the perfect investment, while 
watching the rise and fall of interest rates and stock 
markets, we settle into an investment plan that will 
allow us to live out our lives secure and happy. 

With each passing year, we have come to rely 
more on what we know.  Additionally, we attempt to 
gain some relative understanding of where we are at 
any given point in time.  What we know seems to 
be small and focused.  Where we are is a lot easier to 
figure out than what is going to happen next. 

“Invest within your sphere of  confidence, no matter how 
small.” – Warren Buffet

Where are we?  Where are we in the US equity markets? 
In terms of the US investment marketplace, we are 
on the other side of one of the longest and most 
profitable bull markets in history.  Valuations are 
full, but not to the extremes of previous markets.  
Investors are paying a multiple for stocks today that 
is in line with the long-term average price multiple.  
In a world of low interest rates, this multiple seems 
reasonable.  The ten-year treasury yield ended the 
year at 2.17%.  The dividend yield on the S&P 500 
was 1.94% and the DJIA was 2.17%.  The dividend 
yield on the EAFE index was 3.62%.  

It is an environment to be mindful of risk in the 
US equity markets.  A preference for high quality 
companies over higher leveraged and higher risk 
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stocks may be prudent.  Dividend income may be welcome if market apprecia-
tion is at a minimum.  Today a common theme from managers we meet is that 
values are getting more difficult to find.  That would tell us future intermediate 
returns from this point may be less than long-term averages and security selec-
tion will be ever more important.

We have not changed our allocation to US equities in our strategic alloca-
tion.  We have attempted to take advantage of the move and profits in the US 
portfolio.  Rebalancing is a core tenant of our discipline and will necessitate that 
we sell some portion of our domestic stock allocation to supplement portfolio 
income if you are in need of income.  Or if you are in the accumulation phase, 
we will be consciously reallocating to areas that are undervalued or are posi-
tioned to balance the portfolio risk; e.g. fixed income.

Where are international equities and emerging market equities today?  As we review the 
allocation of global equity managers or interview global/international managers 
in person a common thread has been developing over the past year.  Managers 
whose universe of investment opportunity includes both US and international 
stocks have been reducing their weighting to US stocks by taking profits and 
repositioning the portfolios to a growing international allocation.  The feedback 
we receive is that stock values in Europe and Japan are appealing and emerging 
market values are possibly the best values outside the US.

Over the last 45 years, the international equity markets and the US market has 
taken turns out-performing each other.  Review the chart below

We are global investors.  Our neutral investment policy allocation began with 
a baseline of 75% US stocks/25% international stocks 20 years ago.  Ten years 
ago, it was changed to 70% US/30% international and recently was changed to 
60% US/40% international. This neutral policy means if we believe global equity 
values are on an equal footing we would be invested to the neutral allocation.  If 
valuations are more attractive in one asset class or the other we will underweight 
or overweight accordingly. 

However, we will not be devoid of one or the other asset class entirely.  In most 
likelihood, the weighting will not be more than 25% absolute from the neutral 
allocation.  For example, if the US allocation is 60% neutral the range of alloca-
tion could be 45% - 75%.

In almost any year or short-term period, our portfolio returns will under-per-
form one or the other of the asset classes.  In the long-term, we are confident 

Over the last 45 years, the international equity markets and the US market has taken turns out-
performing each other.  Review the chart below 

From To Outperformer By 
Apr 30, 1971 Mar 30, 1973 MSCI EAFE 62.2%
Mar 30, 1973 Oct 31, 1976 S&P 500 30.5%
Oct 31, 1976 Oct 31, 1980 MSCI EAFE 90.0%
Oct 31, 1980 Oct 31, 1982 S&P 500 34.1%
Oct 31, 1682 Feb 28, 1989 MSCI EAFE 409.4%
Feb 28, 1989 Aug 31, 2000 S&P 500 490.6%
Aug 31, 2000 Nov 30, 2007 MSCI EAFE 60.5%
Nov 30, 2007 Oct 31, 2014 S&P 500 58.4%

Source:  Bloomberg as of Oct 31, 2014 

We are global investors.  Our neutral investment policy allocation began with a baseline of 75% 
US stocks/25% international stocks 20 years ago.  Ten years ago, it was changed to 70% 
US/30% international and recently was changed to 60% US/40% international. This neutral 
policy means if we believe global equity values are on an equal footing we would be invested to 
the neutral allocation.  If valuations are more attractive in one asset class or the other we will 
underweight or overweight accordingly.  

 However, we will not be devoid of one or the other asset class entirely.  In most likelihood, the 
weighting will not be more than 25% absolute from the neutral allocation.  For example, if the 
US allocation is 60% neutral the range of allocation could be 45% - 75%. 

In almost any year or short-term period, our portfolio returns will under-perform one or the other 
of the asset classes.  In the long-term, we are confident that the global allocation will serve the 
equity portions of our investment plan well.  The long-term goal is to earn superior risk-adjusted 
returns; i.e. in laymen’s terms smooth out the ride.  Additionally, and most important, this part of 
the investment plan has the potential to provide the inflation-adjusted purchasing power 
necessary to make your financial plans successful. 

 

 

 

 

 

 

 



that the global allocation will serve the equity portions of our investment plan 
well.  The long-term goal is to earn superior risk-adjusted returns; i.e. in lay-
men’s terms smooth out the ride.  Additionally, and most important, this part of 
the investment plan has the potential to provide the inflation-adjusted purchas-
ing power necessary to make your financial plans successful.

Where are we in the fixed income markets?  US interest rates have been on a 30+ year 
gradual decline.  Talk about a long-term cycle!!!

It appears the FED is poised 
to raise rates imminently.  
Some days it appears they 
want to do it out of sheer 
boredom.  How many ways 
and how many times can you 
say, “We are afraid to raise 
rates,” before even you get 
bored with yourself.

At this point, we hope the 
FED raises rates for the right 
reasons and slightly ahead of 
expectations.  The normaliza-
tion of interest rates and the 

cost of money will go a long way to normalizing the risk premium in the invest-
ment landscape.  The absence of volatility in the equity markets, rising equity 
valuations, the gradually reducing spread of yields in the fixed income markets, 
and some psychological complacency to risk are not to be ignored.  The longer 
this process goes the more disequilibrium will be created in the asset world, 
equities, bonds, real estate, etc.

For our portfolios and our investment plans, fixed income is bought to mini-
mize the risk of valuation changes in the portfolio.  In our opinion, risk is the 
permanent loss of capital.  

Permanent loss of capital happens two ways.  The first is you invest in some-
thing that goes bankrupt and all the value dissipates, never to return.  Our 
investing in pools of diversified capital makes this a remote possibility.

The second way to permanently lose capital is to sell at depressed levels and 
remove the opportunity to invest the capital for future gain.  This scenario is 
experienced when investors fear and emotional distress take over and they sell 
at the bottom of a market.  

Investments in fixed income can help mitigate price swings in a portfolio and 
temper the behavioral aspects of investing.  With that said, the largest allocation 
of our income portfolios is in the core bond area.  This contains the least dura-
tion (shorter term bonds) and the highest quality (better credit risk).  

In the midst of the financial crisis, and in the following 6+ years, we have 
invested in equity income, multi-sector and global/emerging income alterna-
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Views expressed in this newsletter are the current opinion of the 
author, but not necessarily those of raymond james & associates. 
The author's opinions are subject to change without notice. Informa-
tion contained in this report was received from sources believed to 
be reliable, but accuracy is not guaranteed. Past performance is not 
indicative of future results. This is not a recommendation or a solicita-
tion to buy or sell any security.  Investments and strategies mentioned 
may not be suitable for all investors. Investing always involves risk and 
you may incur a profit or loss. No investment strategy can guarantee 
success. International investing involves additional risks such as 
currency fluctuations, differing financial accounting standards, and 
possible political and economic instability. These risks are greater in 
emerging markets. There is an inverse relationship between interest 
rate movements and bond prices. generally, when interest rates rise, 
bond prices fall and when interest rates fall, bond prices rise.

Diversification and strategic asset allocation do not ensure a profit or 
protect against a loss. Investments are subject to market risk, includ-
ing possible loss of principal. gross domestic Product (gdP) is the 
annual market value of all goods and services produced domestically 
by the US. alternative investment strategies involve greater risks and 
are only appropriate for the most sophisticated, knowledgeable and 
wealthiest of investors. High-yield bonds are not suitable for all inves-
tors.  When appropriate, these bonds should only comprise a modest 
portion of your portfolio.

The S&P 500 is an unmanaged index of 500 widely held stocks. The 
mScI Emerging markets Index is designed to measure equity market 
performance in global emerging markets. The russell 2000 index is 
an unmanaged index of small cap securities which generally involve 
greater risks. barclays capital U.S. aggregate bond Index is made 
up of the barclays capital U.S. government / corporate bond Index, 
mortgage-backed Securities Index, and asset-based Securities Index, 
including securities that are of investment grade quality or better, have 
at least one year to maturity, and have an outstanding par value of at 
least $100 million. The mScI EafE (Europe, australia, and far East) in-
dex is an unmanaged index that is generally considered representative 
of the international stock market. These international securities involve 
additional risks such as currency fluctuations, differing financial ac-
counting standards, and possible political and economic instability. The 
Dow Jones-UBS Commodity Index aims to provide broadly diversified 
representation of commodity markets as an asset class.  It is not pos-
sible to invest directly in an index.  The Vanguard rEIT Index is a real 
estate investment trust fund that offers investors wide exposure in the 
real estate sector at a low price.  The fund holds each of its stocks in 
approximately the same proportion as the weighting in the mScI US 
rEIT Index.  It is not possible to invest directly in an index.

The NaSdaQ composite Index is an unmanaged index of all stocks 
traded on the NaSdaQ over-the-counter market. The dow jones Indus-
trial average is an unmanaged index of 30 widely held securities. 

The value of fixed income securities fluctuates and investors may 
receive more or less than their original investments if sold prior to 
maturity.  bonds are subject to price change and availability.

This analysis does not include transaction costs and tax consider-
ations.  If included these costs would reduce an investor's return. as 
federal and state tax rules are subject to frequent changes, you should 
consult with a qualified tax advisor prior to making any investment 
decision. raymond james does not provide legal or tax advice on these 
or any other transactions.

Certified Financial Planner Board of Standards Inc. owns the certifica-
tion marks cfP®, cErTIfIEd fINaNcIal PlaNNEr™ and federally 
registered CFP (with flame logo) in the U.S., which it awards to 
individuals who successfully complete cfP board’s initial and ongoing 
certification requirements.

raymond james & associates, Inc., member New york Stock 
Exchange/SIPc

rEQUIrEd dIScloSUrES

The Abuls, Bone & Eller Equity Allocation 

As of September 30, 2014: 

Large Cap Value 22% 
Large Cap Growth 22% 
Small Cap Value 1.5% 
Small Cap Growth 0% 
International Large Cap 25.5% 
International Small Cap 4% 
Emerging Markets 6.50% 
Natural Resources 4.5% 
Allocation Funds 10% 
Cash 4% 

Total 100% 
 

Where are we in the fixed income markets?  US interest rates have been on a 30+ year gradual 
decline.  Talk about a long-term cycle!!! 

It appears the FED is poised to raise rates imminently.  Some days it appears they want to do it 
out of sheer boredom.  How many ways and how many times can you say, “We are afraid to 
raise rates,” before even you get bored with yourself. 

At this point, we hope the FED raises rates for the right reasons and slightly ahead of 
expectations.  The normalization of interest rates and the cost of money will go a long way to 
normalizing the risk premium in the investment landscape.  The absence of volatility in the 
equity markets, rising equity valuations, the gradually reducing spread of yields in the fixed 
income markets, and some psychological complacency to risk are not to be ignored.  The longer 
this process goes the more disequilibrium will be created in the asset world, equities, bonds, real 
estate, etc. 

For our portfolios and our investment plans, fixed income is bought to minimize the risk of 
valuation changes in the portfolio.  In our opinion, risk is the permanent loss of capital.   

Permanent loss of capital happens two ways.  The first is you invest in something that goes 
bankrupt and all the value dissipates, never to return.  Our investing in pools of diversified 
capital makes this a remote possibility. 

The second way to permanently lose capital is to sell at depressed levels and remove the 
opportunity to invest the capital for future gain.  This scenario is experienced when investors fear 
and emotional distress take over and they sell at the bottom of a market.   

Investments in fixed income can help mitigate price swings in a portfolio and temper the 
behavioral aspects of investing.  With that said, the largest allocation of our income portfolios is 
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Identity Theft is quickly becoming an epidemic in our 
industry.  It can be the result of online activities, or 
take place offline, via telephone, fax, mail or fact-to-
face.  Tactics range from snatching a wallet or purse, 
stealing documents 
from your trash, or 
watching you enter 
numbers at an ATM 
or checkout counter.  
Thieves have also 
been known to 
contact potential 
victims by phone 
or email posing as 
a representative 
of a legitimate 
organization or even 
someone you already 
know and getting 
you to give out 
personal information.   
There are also 
more sophisticated 
methods using 
software programs 
and hackers are 
becoming increasingly diligent in developing new ways 
to steal money.

Our firm has seen a significate increase in the amount 
of fraudulent wire requests from client’s compromised 

email accounts.  Hackers are employing American 
Standardized English, proper grammar, increased 
technology and the client’s personal information to 
legitimize the wire requests.

In an effort to provide 
additional protection, 
our team will be 
contacting you directly 
at a known number to 
verify disbursement 
requests sent via 
email.  If we receive 
a verbal request, 
you may be asked 
to provide additional 
information to confirm 
your identity.  This 
also applies to balance 
inquiries or requests 
for additional account 
information.  Just 
as before, emails 
containing two or more 
pieces of identifiable 
information will be sent 

via secure mail which requires a password to open. 

The Abuls, Bone & Eller Group is committed to 
providing you the highest possible level of service and 
we will continue to work hard on your behalf.

HELP US HELP YOU – PROTECT YOUR IDENTITY

tives.  These asset classes possess some equity risk, lower credit quality, longer durations and currency fluctuations that our core portfolios 
mitigate.  These risks have rewarded our portfolios during this period.

We are currently evaluating the income portfolios based on current risk premiums to determine if a change is warranted.  We anticipate a 
thorough review of our allocation and our managers in the first quarter of 2015.  We will report on our findings in our next writing.

A quick word on diversification…this pastyear like many before it, was a year 
where investors could be aptly rewarded by concentrating their investments 
in a narrow focus; specifically US stocks.  There is a point at which diversi-
fication becomes ‘diwersification.’  Globally diversified funds and allocators 
have lagged US concentric portfolios for the last several years.  We would 
caution investors to give up on this diversity.  Diversification at its core is a 
risk reducer.  Diversification rarely out-performs in the short-term.  But in the 
long-term it tends to provide acceptable long-term rates of return without the 
concentration risk that comes with more focused policies.  

in the core bond area.  This contains the least duration (shorter term bonds) and the highest 
quality (better credit risk).   

In the midst of the financial crisis, and in the following 6+ years, we have invested in equity 
income, multi-sector and global/emerging income alternatives.  These asset classes possess some 
equity risk, lower credit quality, longer durations and currency fluctuations that our core 
portfolios mitigate.  These risks have rewarded our portfolios during this period. 

 

We are currently evaluating the income portfolios based on current risk premiums to determine if 
a change is warranted.  We anticipate a thorough review of our allocation and our managers in 
the first quarter of 2015.  We will report on our findings in our next writing. 

The Abuls, Bone & Eller Income Allocation 

As of September 30, 2014: 

Core Bonds 60% 
Global Bonds 20% 
Multi-Sector Income 10% 
Allocation Funds 10% 

Total 100% 
 

A quick word on diversification…this pastyear like many before it, was a year where investors 
could be aptly rewarded by concentrating their investments in a narrow focus; specifically US 
stocks.  There is a point at which diversification becomes ‘diwersification.’  Globally diversified 
funds and allocators have lagged US concentric portfolios for the last several years.  We would 
caution investors to give up on this diversity.  Diversification at its core is a risk reducer.  
Diversification rarely out-performs in the short-term.  But in the long-term it tends to provide 
acceptable long-term rates of return without the concentration risk that comes with more focused 
policies.   
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“Surprise is the Mother of  Panic.” – Nick Murray
- Nick Murray

Unexpected events and our responses to them are one of the 
most interesting and often defining things in life.  This past 
year threw a few surprises at the markets.  Russia’s cuddling 
up to Ukraine and the Crimea secession was an early stunner.  
The 30-year treasury yield dropping from 3.92% on January 1 
to 2.75% on December 31 left many in disbelief.  The biggest 
and furthest reaching is probably the drop in oil from a high 
of over $100 barrel to a low reaching below $50.  Crude oil 
prices were down 45.87% for the year and down 41.56% alone 
in the 4th quarter!  Drops in price of these magnitudes are 
outliers in any area of the free markets.  When they are in one 
of the world’s most sought after commodities they incite a bit 
of panic.

The drop in oil prices was caused by a multitude of factors.  
Chief among them are the rise in the US dollar, a slowing 
global economy which revised demand estimates downward 
and refreshed supply from war-torn areas such as Libya.  The 
biggest contributor was the Saudi’s willingness to let global 
prices fall; i.e. they keep pumping oil and adding to supply.  

The energy complex, notably oil and natural gas, has been go-
ing through a new age in the past decade.  It is primarily driven 
by the US renaissance in oil 
and gas discoveries.  Huge 
supplies have been added 
to the globe through US 
production.  This is a huge 
positive for the US.  For po-
litical and defense purposes 
we are less reliant on foreign 
sources of energy.  Addition-
ally the increased supplies should keep prices moderate acting 
as a tax cut for the US consumer.  By some estimates, the cur-
rent drop in price could be the equivalent of a $100 billion tax 
cut and add a full point (1%) to GDP in 2015.  

There may be nothing more sensitive to gas prices than a 16 
year driver of a SUV.  They spend as much of their discretion-
ary income on gas (and food) as almost any entity in existence.   
We have some young drivers in our households and they are 
ecstatic with the current environment.  We would suggest that 
teen clothing sales will enjoy a nice bounce in 2015!

In a recent Raymond James research paper from energy 
analyst J. Marshall Adkins and Pavel Molchanov, they sug-
gested oil prices and related investments have over shot their 
fair values.  They project a bottoming in prices in the first half 
of 2015 and a firming of prices in the second half; all the while 
averaging somewhere below $65 on WTI (West Texas Inter-
mediate) for the year.

We continue to believe the energy complex is a source of 
great capital investment and potential investment return in the 
ensuing decades.  When we started in this business in the early 
1980’s there were approximately 300 million middle class par-
ticipants in the world.  Today there is estimated to be 2 billion 
people in the global middle class!  And in 15-20 years there 
could be 3.5 billion middle class consumers.  Entering the 
2000’s major car companies sold 10 cars in the US for every 
1 they sold in China.  Today these numbers are approach-
ing parity.In a recent meeting with one of the world’s largest 
private equity groups, the Carlyle Group, they put forth that 
carbon investments is one of, if not, the most bullish invest-
ment theme in their strategic investment themes.

Global equity markets were again led by US stock markets.  
The US dollar had a significant detrimental effect on interna-
tional investments.  For the year, the international markets as 
represented by the EAFE index was down -4.50% in US dol-
lars.  However, in local currency terms EAFE returns were a 
positive +6.0%.  Europe ex-UK was down -5.80% in US dollar 
terms, while in local terms Europe was up 7.40%.Fourth quar-
ter 2015 returns in international and emerging market equities 
were additionally hurt by growing concerns of slowing GDP 
growth in Europe and China.

The current bull market in stocks which began March 6, 2009 
is the 4th largest in price change up 214% and the 4th longest 
in duration at 1464 days as of 12/29/2014.  In 2015, large cap 
US stocks significantly out-performed small stocks as seen in 
the table below.  Given the significant movein small stocks 
since the beginning of this bull market and the duration of this 
current market, we believe this large cap out-performance is 
anecdotal of a market long in the tooth.  Rotation to high qual-
ity stocks is likely to persist.

HINdSIgHT IS
20/20

meeting with one of the world’s largest private equity groups, the Carlyle Group, they put forth 
that carbon investments is one of, if not, the most bullish investment theme in their strategic 
investment themes. 

Global equity markets were again led by US stock markets.  The US dollar had a significant 
detrimental effect on international investments.  For the year, the international markets as 
represented by the EAFE index was down -4.50% in US dollars.  However, in local currency 
terms EAFE returns were a positive +6.0%.  Europe ex-UK was down -5.80% in US dollar 
terms, while in local terms Europe was up 7.40%.Fourth quarter 2015 returns in international and 
emerging market equities were additionally hurt by growing concerns of slowing GDP growth in 
Europe and China. 

Index Description 4Q14 YTD 10-Yr Annualized 
Russell 2000 Small US Stocks 9.73% 14.75% 7.77% 
S&P 500 Large US Stocks 4.93% 13.69% 7.67% 
MSCI EAFE International Stocks -3.57% -4.90% 4.43% 
Diversified EM Emerging Markets Stocks -4.99% -3.01% 7.62% 

The current bull market in stocks which began March 6, 2009 is the 4th largest in price change up 
214% and the 4th longest in duration at 1464 days as of 12/29/2014.  In 2015, large cap US 
stocks significantly out-performed small stocks as seen in the table below.  Given the significant 
movein small stocks since the beginning of this bull market and the duration of this current 
market, we believe this large cap out-performance is anecdotal of a market long in the tooth.  
Rotation to high quality stocks is likely to persist. 



With pervasive concerns of global economic weakness, interest rates across the globe were down for the year.  This resulted in positive 
returns for all income assets in 2015.  Risk was rewarded as global high yield and emerging market debt led all income categories.  This 
has resulted in a further narrowing of yield spreads and should provide a bit of caution to investors reaching for yield in this financially 
repressed and income seeking world.  
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Bull Markets 

Trough Peak
Price

Change # of Days 
Peak P/E- 

Inflation Adjusted 
06/13/1949 08/02/1956 267% 1,789 15.9 
10/22/1957 12/12/1961 86% 1,042 22.7 
06/26/1962 02/09/1966 80% 913 20.2 
10/07/1966 11/29/1968 48% 516 22.7 
05/26/1970 01/11/1673 74% 665 22.8 
10/03/1974 11/28/1980 126% 1,555 21.7 
08/09/1982 08/25/1987 231% 1,277 27.7 
10/20/1987 07/16/1990 71% 691 21.4 
10/11/1990 07/20/1998 304% 1,963 27.0 
10/08/1998 03/24/2000 68% 368 33.0 
10/10/2002 10/11/2007 105% 1,259 20.8 

Average 133% 1,094 23.3 

03/06/2009 12/29/2014* 214% 1,464 19.6 
*Continues to date 
Source:  Bloomberg, Raymond James Equity Portfolio & Technical Strategy 

    4Q2014 US Equity Returns 

 Value Blend Growth 

Large 5.0% 4.90% 4.80% 

Small 9.40% 9.70% 10.10% 

 YTD 2014 US Equity Returns 

 Value Blend Growth 

Large 13.50% 13.70% 13.0% 

Small 4.20% 4.90% 5.60% 

With pervasive concerns of global economic weakness, interest rates across the globe were down 
for the year.  This resulted in positive returns for all income assets in 2015.  Risk was rewarded 
as global high yield and emerging market debt led all income categories.  This has resulted in a 

Bull Markets 

Trough Peak
Price

Change # of Days 
Peak P/E- 

Inflation Adjusted 
06/13/1949 08/02/1956 267% 1,789 15.9 
10/22/1957 12/12/1961 86% 1,042 22.7 
06/26/1962 02/09/1966 80% 913 20.2 
10/07/1966 11/29/1968 48% 516 22.7 
05/26/1970 01/11/1673 74% 665 22.8 
10/03/1974 11/28/1980 126% 1,555 21.7 
08/09/1982 08/25/1987 231% 1,277 27.7 
10/20/1987 07/16/1990 71% 691 21.4 
10/11/1990 07/20/1998 304% 1,963 27.0 
10/08/1998 03/24/2000 68% 368 33.0 
10/10/2002 10/11/2007 105% 1,259 20.8 

Average 133% 1,094 23.3 

03/06/2009 12/29/2014* 214% 1,464 19.6 
*Continues to date 
Source:  Bloomberg, Raymond James Equity Portfolio & Technical Strategy 

    4Q2014 US Equity Returns 

 Value Blend Growth 

Large 5.0% 4.90% 4.80% 

Small 9.40% 9.70% 10.10% 

 YTD 2014 US Equity Returns 

 Value Blend Growth 

Large 13.50% 13.70% 13.0% 

Small 4.20% 4.90% 5.60% 

With pervasive concerns of global economic weakness, interest rates across the globe were down 
for the year.  This resulted in positive returns for all income assets in 2015.  Risk was rewarded 
as global high yield and emerging market debt led all income categories.  This has resulted in a 

further narrowing of yield spreads and should provide a bit of caution to investors reaching for 
yield in this financially repressed and income seeking world.   

Index Bond Description 4Q14 YTD 
GlobalHigh Yield Global Low Quality -2.50% 8.0% 
Mortgage Backed Sec Mortgage Backed 1.80% 4.70% 
GlobalCorporate Global Corporate -0.30% 4.80% 
Barclays Aggregate A Market Weighted Blend 1.80% 4.70% 
Municipal Intermediate-Term Municipals 1.40% 5.10% 
Treasury US Treasuries 1.90% 4.40% 
TIPS Treasury Inflation Protected 0.0% 4.40% 
EMD LCL Emerg Markets Local Currency -0.60% 6.70% 
EMD USD Emerg Market Debt – US $ -0.60% 7.80% 
Global Sovereign Global Government Debt -3.10% 2.70% 

 JP Morgan Insight 1Q2015 P.41 
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As you prepare for the 2014 tax season, here is some informa-
tionthat you may find beneficial.

2014 form 1099 maIlINg ScHEdUlE
•  02/02/15- Mailing of year end retirement tax form packages 

Form 1099-R and 5498’s if applicable.

•  02/17/15- Mailing of original Form 1099s 

•  03/02/15– Mailing of amended 1099s and those delayed 
due to specific holdings.

•  03/16/15- Final mailing of any remaining delayed original 
Form 1099s 

Please note the exceptions immediately below:

dElayEd form 1099S
In an effort to capture delayed data on original Form 1099s, 
the IRS allows us to extend the mailing date until March 16, 
2014, for clients who hold particular investments or who have 
had specific taxable events occur. Examples of delayed infor-
mation include:

•  Income reallocation related to mutual funds, real estate in-
vestment, unit investment, grantor and royalty trusts; as well 
as holding company depositary receipts

•  Processing of Original Issue Discount bonds

• Cost basis adjustments 

amENdEd form 1099S
Even after delaying your Form 1099, please be aware that 
adjustments to your Form 1099 are still possible. Raymond 
James is required by the IRS to produce an amended Form 
1099 if notice of such an adjustment is received after the 
original Form 1099 has been produced. There is no cutoff or 

deadline for amended Form 1099 statements. The following 
are some examples of reasons for amended Form 1099s:

• Income reallocation

•  Adjustments to cost basis (due to the Economic Stabilization 
Act of 2008)

•  Changes made by mutual fund companies related to foreign 
withholding

•  Tax-exempt payments subject to alternative minimum tax

•  Any portion of distributions derived from U.S. Treasury 
obligations

In addition, we will NOT be sending tax packages directly to 
your tax advisor.  Realized gains and losses along with manage-
ment fees will be listed on your Raymond James 1099.

WHaT caN yoU do?
You should consider talking to your tax advisor about whether 
it makes sense to file an extension with the IRS to give you ad-
ditional time to file your tax return, particularly if you held any 
of the aforementioned securitiesduring 2014.

If you receive an amended Form 1099 after you have already 
filed your tax return, you should consult with your tax advisor 
about the requirements to re-file based on your individual tax 
circumstances.

We hope you find this additional information helpful. Please 
call us if you have any questions or concerns about the upcom-
ing tax season.

Please note, changes in tax laws or regulations may occur at any time and 
could substantially impact your situation. Raymond James financial advisors do 
not render advice on tax or legal matters. You should discuss any tax or legal 
matters with the appropriate professional.

ImPorTaNT  INformaTIoN 
for Tax SEaSoN 

2 0 1 4
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Numbers 
12/31/2014

 Current 
Yield 

Last 
Quarter 

Last 12 
Months 

Last 3 
Years 

Last 5 
Years 

Last 10 
Years 

Major Indexes   
DJIA 2.17 5.20 10.04 16.29 14.22 7.91
S&P 500 1.94 4.93 13.69 20.41 15.45 7.67
NASDAQ 1.26 5.70 14.75 23.60 17.19 9.15
RUSSELL 2000 1.33 9.73 4.89 19.21 15.55 7.77
EAFE 3.36 -3.57 -4.90 11.06 5.33 4.43
Bloomberg Commodity Index  - -12.10 -17.01 -9.43 -5.53 -1.86
FTSE NAREIT REIT Index 3.62 12.94 28.03 16.38 16.91 8.32
   
Equity Asset Classes    
U.S. Large Cap Value - 3.59 10.23 18.33 13.45 6.65
U.S. Large Cap Growth - 4.41 10.00 19.42 14.10 7.68
Mid Cap Value - 4.94 9.38 19.89 15.04 8.06
Mid Cap Growth - 5.14 6.99 18.22 14.75 8.28
Small Cap Value - 6.37 3.33 17.72 13.96 7.40
Small Cap Growth - 7.97 2.44 18.07 15.53 8.05
Foreign Large Cap Value - -5.01 -6.33 9.38 4.26 3.54
Foreign Large Cap Growth - -1.59 -3.73 11.08 6.33 5.26
Emerging Markets - -4.99 -3.01 4.65 1.81 7.62
   
Fixed Income Asset Classes   

CD – 1 Year 0.50 - - - - -
CD – 3 Year 1.50 - - - - -
CD – 5 Year 2.20 - - - - -
Treasury 5 Year 1.65 - - - - -
Treasury 10 Year 2.17 - - - - -
6 Month T-Bill 0.12 - - - - -
S&P Municipal Index 2.32 1.26 9.26 4.58 5.33 4.75
Barclays U.S Agg Bond Index 2.40 1.79 5.97 2.66 4.45 4.71
Credit Suisse High Yield Bond 6.96 -1.94 7.08 10.62 10.36 7.98
CPI - -0.03 1.66 1.59 1.94 2.27
Prime Rate 3.25 - - - - -
Broker Call 2.00 - - - - -
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