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Now that’s the way to start the year. Both the 
Dow Jones Industrial Average and the S&P 
500 Index reached all-time highs in March 
2013. The equity markets were able to shake 
off worries about beginning-of-the-year tax 
hikes, the sequester and continuous Euro 
area worries. The S&P 500, which is made up 
of the largest companies in the U.S., hit its 
previous high in October 2007. Market lows 
were made on March 9, 2009 and since then 
the S&P 500 is up 132%. For the quarter the 
S&P was up 10%. 
 

 
  
 
 Helping pave the way for an improved equity 
market have been solid corporate earnings, 
an accommodative Federal Reserve, 
remarkably low interest rates, and an 
improving housing market. “Don’t fight the 
Fed” is an old market saying that has once 
again proven true. The Federal Reserve has 
pulled out all of the stops since the economic 
and market meltdown in 2008 and 2009. The 
Fed has dropped short-term interest rates to 
near zero and announced a series of 
quantitative easing programs.  The current 
version includes buying $85 billion worth of 
securities a month, with no end in sight. While 
I worry how stopping and then reversing 
these programs might affect the bond market 
in the future, there is no doubt that the current 

environment is friendly for equities but less so 
for cash and bonds.  
 
Europe remains in a recession and 
unfortunately there does not appear to be any 
improvement in economic conditions at this 
point. Unemployment is high, GDP is negative, 
(Germany is the exception), and many financial 
institutions remain troubled. Cyprus was the 
centerpiece of discussion during the quarter. 
Their banks were finally able to reopen at the 
end of March. Italy is also on the radar now, 
Italian GDP growth almost -3%, high 
unemployment, with significant debt-related 
problems, and an election that did not decide 
who was going to lead this important European 
country. This has been the consistent reality in 
Italy since the 2008 recession.  
 
The U.S. has clearly seen economic conditions 
improve during the first quarter of the year. The 
unemployment rate is down to 7.7%. Payroll 
growth has averaged 150,000 jobs created 
each month since the recession ended. 
However, the pace of job creation has picked 
up in the first quarter, averaging 177,000 jobs 
through February. Housing has very clearly 
improved. The S&P/Case-Shiller 20-city home 
price index climbed 8.1% in the 12 months 
ending in January. That’s up from a 6.8% 
annual gain in December. Prices rose in all 20 
cities. Eight markets posted double-digit 
increases, led by a 23.2% gain in Phoenix. 
Prices rose 17.5% in San Francisco and 15.3% 
in Las Vegas, one of the nation’s hardest hit 
markets during the crisis. The chart below of 
U.S. real GDP shows that economic growth has 
returned since the recession ended. The year-
over-year change is showing about a 2% 
growth rate. Final first quarter 2013 GDP 
growth will not be released until June; however 
based on economic data already released, I 
would expect GDP growth could have reached 
3% during the quarter. If that is correct, then 
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that will show improved growth, better than 
most economists expected for the quarter. 
 

 
 
So, while Washington still hasn’t addressed 
the spending and debt issues yet, including 
Social Security and Medicare, the markets 
and the economy have moved on. The U.S. 
economy is improving, slowly. That should 
continue to be the case for the rest of this 
year. Interest rates will grind higher, but will 
still be at historically low levels. Cash will still 
be near a 0% return at least through next 
year. This will continue to prompt investors 
into equities in order to find higher interest 
rates (dividends) and a better total return. 
With 30 year mortgage rates below 4%, the 
housing market is set to have a very good 
year. 
  

 
Jim Huntzinger 
Chief Investment Officer 
BOK Financial Corporation 
3/31/13 
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