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Capital Markets & Economic Review 

 In spite of ongoing uncertainty regarding the economy and monetary policy, domestic equities had a banner year in 2013, 
posting the largest yearly increase in 16 years. The S&P 500 Index had positive results in all four quarters of the year, 
ending 2013 with a gain of 32.39%.  Bonds had their first negative year in over 14 years with the Barclays Aggregate Bond 
Index posting a loss of -2.02% in 2013. 

 The domestic equity market, as represented by the Russell 1000® Index, rose 10.23% during the quarter.  The domestic 
fixed income market, as represented by the Barclays Aggregate Bond Index, returned -0.14%. 

 The 10-year treasury yield ended the quarter at 3.0%, climbing from 2.6% at the beginning of the quarter in anticipation of 
Fed action. 

 Domestic large cap equities outperformed mid cap and small cap equities during the fourth quarter. For the year, the 
Russell 1000® Index underperformed the Russell Midcap® Index and the Russell 2000® Index. 

 Domestic equities outperformed developed international equities by over 4.5% in the fourth quarter. The Russell 1000® 
Index outperformed the MSCI EAFE Index in three out of four quarters during the year, resulting in an annual return of 
33.11% for the Russell 1000® Index versus a return of 22.78% for the MSCI EAFE Index. 

 Emerging market equities had another positive quarterly return with a gain of 1.83% during the fourth quarter.  However, the 
second half rally was not enough to offset losses from the first half of 2013, and the MSCI Emerging Markets Index  
generated a loss of -2.60% for the year.   

 After rallying in the previous quarter, commodities posted a loss of -1.05% and gold prices declined over 10% in the fourth 
quarter.  REITs continued to be pressured by higher interest rates and experienced another quarter of negative returns. 
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BROAD MARKET OVERVIEW 

Capital Markets & Economic Review 

FOR QUARTER ENDED DECEMBER 31, 2013 
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ONE-YEAR CLOSE OF S&P 500 INDEX 

Last Price 1 Month 3 Month 1 Year 3 Year 5 Year 10 Year
Capital Markets

16,576.66       3.19% 10.22% 29.65% 15.71% 16.74% 7.44%
1,848.36         2.53% 10.51% 32.39% 16.18% 17.94% 7.41%

S&P 500 Value Index 846.60            2.34% 9.83% 31.99% 15.62% 16.61% 7.05%
S&P 500 Grow th Index 992.47            2.71% 11.15% 32.75% 16.77% 19.24% 7.47%

Russell 1000® Index 1,030.36         2.70% 10.23% 33.11% 16.30% 18.59% 7.78%
Russell 1000® Value Index 927.61            2.53% 10.01% 32.53% 16.06% 16.67% 7.58%
Russell 1000® Grow th Index 863.81            2.86% 10.44% 33.48% 16.45% 20.39% 7.83%

Russell Midcap® Index 1,491.75         2.98% 8.39% 34.76% 15.88% 22.36% 10.22%
Russell Midcap® Value Index 1,510.12         2.74% 8.56% 33.46% 15.97% 21.16% 10.25%
Russell Midcap® Grow th Inde 675.52            3.19% 8.23% 35.74% 15.63% 23.37% 9.77%

Russell 2000® Index 1,163.64         1.97% 8.72% 38.82% 15.67% 20.08% 9.07%
Russell 2000® Value Index 1,491.42         1.88% 9.30% 34.52% 14.49% 17.64% 8.61%
Russell 2000® Grow th Index 688.14            2.05% 8.17% 43.30% 16.82% 22.58% 9.41%

1,915.60         1.50% 5.71% 22.78% 8.17% 12.44% 6.91%
3,086.55         1.36% 6.26% 22.95% 8.32% 11.99% 6.77%
1,454.70         1.64% 5.15% 22.55% 7.97% 12.82% 6.97%

MSCI Emerging Markets 1,002.69         -1.45% 1.83% -2.60% -2.06% 14.79% 11.17%
MSCI US REIT Index 892.21            0.28% -0.68% 2.47% 9.46% 16.73% 8.40%
BARCLAYS AGG 1,807.06         -0.57% -0.14% -2.02% 3.26% 4.44% 4.55%
High Yield 1,582.19         0.54% 3.58% 7.44% 9.32% 18.93% 8.62%
HFRI Fund of Funds Index 5,422.98         1.16% 3.46% 8.72% 2.41% 4.82% 3.36%

Yields, As of 12/31/13 Last Yield Prior Month 3 Months Ago 1 Year Ago 3 Years Ago 5 Years Ago
Cash & Bond Markets
Fed Funds Target 0.25% 0.25% 0.25% 0.25% 0.25% 0.25%
2-Year Treasury 0.38% 0.28% 0.33% 0.25% 0.59% 0.76%
10-Year Treasury 3.03% 2.74% 2.65% 1.76% 3.29% 2.21%
Municipal 2.60% 2.62% 2.67% 2.65% 3.09% N/A

Prices, As of 12/31/13 Last Price Prior Month 3 Months Ago 1 Year Ago 3 Years Ago 5 Years Ago
Commodities
Gold $1,205.65 $1,253.49 $1,328.94 $1,675.35 $1,420.78 $882.05
Crude Oil $98.42 $92.72 $102.33 $91.82 $91.38 $44.60
Gasoline $3.41 $3.37 $3.50 $3.33 $3.11 $1.67

MSCI EAFE Grow th Index

Returns, As of 12/31/13

Dow  Jones Industrial Avg

MSCI EAFE Index

S&P 500 Index

MSCI EAFE Value Index

Source: Lipper 
(Capital Markets 

return data) 
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SIZE AND STYLE 

 All equity categories posted positive returns for the 3-month period, with 1-year returns in excess of 20% across the board.   
 International markets underperformed domestic markets in the fourth quarter as well as the 1-, 3- and 5-year periods. 

Domestic large cap core stocks returned 16.3% for the 3-year period and international core stocks returned only 8.2%, a 
difference of 8.1%.   

 After underperforming its value counterpart for five consecutive quarters then outperforming by over 4% in the previous 
quarter, domestic large cap growth slightly outperformed domestic large cap value with a return of 10.4% versus 10.0% 
during the fourth quarter.  Domestic growth stocks outperformed value stocks for the 1-year period in the large, mid and 
small capitalization ranges.  

 International value stocks outperformed international growth stocks for the third consecutive quarter, pushing the value-
oriented stocks slightly ahead of their growth-oriented counterparts for the 1-year period.   

 Small cap stocks underperformed large cap stocks during the quarter by 1.5% but continued to outperform for the 1- and 5-
year time periods.   

 Industrials, Information Technology and Consumer Discretionary were among the strongest-performing sectors for the 
quarter while Utilities, Telecommunications and  Energy were among the weakest performing. 
 
 
 
 

3-MONTHS 

3-YEAR 5-YEAR 

Represents percent return in Russell indexes and MSCI EAFE Indexes.  Boxes 
shown in red represent returns below 0%.  Gray boxes represent returns between 

0% and 10%.  Returns above 10% are shown in black. Source: Lipper 

Capital Markets & Economic Review 

FOR QUARTER ENDED DECEMBER 31, 2013 
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Capital Markets & Economic Review 

ANNUAL TOTAL RETURNS OF KEY ASSET CLASSES 

Source: Lipper, Zephyr, Bloomberg 

Through 12/31/2013
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2.11%
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16.35%
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32.39%
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-3.02%
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-0.61%
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28.68%
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11.13%
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S&P 500            
-9.11%
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Foreign 
Stocks              
-15.94 %
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Bonds         
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4.55%
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7.44%
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-13.96%
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-11.88%

Small Cap 
Blend               

-20.48%
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Bonds         
12.51%

Alternative         
6.87%

High Yield           
2.74%

Large Cap 
Growth 

9.07%

High Yield           
1.87%

Large Cap 
Growth               
-38.44%
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11.46%

Bonds               
6.56%
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-5.72%

Alternative           
5.31%

Bonds               
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Global 
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Small Cap 
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-1.57%

Emerging 
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-53.33%
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Global 
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-18.42%
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4.22%
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-2.60%

Worst 
Performing

Large Cap 
Value              Small Cap 

Large Cap Blend: S&P 500 Index Global Bonds: Barclays Global Aggregate Bond Index
Large Cap Growth: Russell 1000® Growth Index High Yield: Barclays Corporate High Yield Index
Large Cap Value: Russell 1000® Value Index Bonds: Barclays Capital U.S. Aggregate Bond Index
Mid Cap Blend: S&P MidCap 400 Index Alternatives: HFRI Fund of Fund Composite Index
Small Cap Blend: Russell 2000® Index Emerging Markets: MSCI Emerging Mkts
Foreign Stocks: MSCI EAFE Index

Past performance is no guarantee of future results. Chart performance is derived from various unmanaged indices, is 
illustrative in nature and not representative of any specific fund. You cannot invest directly in an index.
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Capital Markets & Economic Review 

ANNUAL TOTAL RETURNS OF KEY ECONOMIC SECTORS 

Source: Lipper, Zephyr, Bloomberg 

Through 12/31/2013
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12.5% 16.2% 18.6% 10.9% 3.5% 2.3% 10.3% 13.0% 9.8% 2.9%
19.9% 5.4% 27.1% 12.4% 4.5% 2.0% 4.4% 12.2% 11.9% 0.2%
6.6% 29.0% 8.9% 10.5% 2.9% 2.5% 15.0% 12.9% 5.9% 5.7%

Past performance is no guarantee of future results. Chart performance is derived from various unmanaged indices, is illustrative in nature and 
not representative of any specific fund. You cannot invest directly in an index.

Russell 1000® Value

4Q 2013

Early Cyclicals Late Cyclicals Defensive 
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Russell 1000® Grow th 
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INTERNATIONAL EQUITY 

 After outperforming in the previous quarter, 
International equity stocks trailed domestic 
equity stocks in the fourth quarter.   

 The spread in 1-year rolling returns between 
domestic equity and international equity 
reversed course once again during the quarter.  
The S&P 500 Index outperformed the MSCI 
EAFE Index over the one-year period ending 
12/31/13 with a gain of 32.4% versus 22.8% for 
the MSCI EAFE Index.     

 Synchronized global expansion, improving 
economic data and easy global monetary policy 
supported higher domestic and international 
equity markets during the fourth quarter and the 
year.   

 The MSCI Emerging Markets (EM) Index posted 
a gain of 1.8% for the fourth quarter. 

 The MSCI EAFE Index, representing 
international developed markets,  continued to 
outperform the MSCI Emerging Markets Index 
over the one-year rolling period ended 
12/31/2013. 

 The MSCI Emerging Markets Index has 
outperformed the MSCI EAFE Index in 7 of the 
past 10 calendar years.   

 The MSCI EAFE Index has led the MSCI 
Emerging Markets Index since the beginning of 
2013 on a rolling one-year basis.  

 We believe the emerging markets still offer 
attractive long-term investment opportunities but 
recognize that tighter monetary policies in the 
U.S. could create more volatility in their 
currencies and markets. 

U.S. VERSUS INTERNATIONAL 

Capital Markets & Economic Review 

FOR QUARTER ENDED DECEMBER 31, 2013 

DEVELOPED VERSUS EMERGING MARKETS 
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FIXED INCOME 

 Interest rates continued an upward climb through most of the fourth quarter in anticipation of the Federal Reserve tapering 
its bond purchase program.  The 10-year Treasury yield rose from 2.6% at the beginning of the quarter and ended the year 
at 3.0%.   

 The broad fixed income market, as represented by the Barclays Aggregate Bond Index, posted a slight loss for the fourth 
quarter and ended with a loss of -2.0% for the year, the first annual loss in over 14 years. 

 High yield bonds returned 3.6% for the quarter and continued to outperform other segments of the bond market on a 1-year 
basis.  Global bonds generated negative returns for the quarter, -0.4%, and the 1-year period, -2.6%.   

 At the December meeting, the 
Federal Reserve announced 
that it would begin to taper its 
asset purchases by $10 billion 
to $75 billion on a monthly 
basis starting in January 2014. 

 
 If the economy continues to 

perform according to the Fed’s 
expectations, the Fed could  
continue to taper monthly 
purchases by another $10-15 
billion at each FOMC meeting 
throughout 2014. 
 

 The Federal Reserve 
emphasized that it would not 
raise the short-term Fed Funds 
rate until the unemployment 
rate was below 6.5%. 

 
 Currently, the Fed Funds rate 

remains pegged at 0.0 to 
0.25%. 

Capital Markets & Economic Review 

FOR QUARTER ENDED DECEMBER 31, 2013 

Yields, As of 12/31/13 Last Yield Prior Month 3 Months Ago 1 Year Ago 3 Years Ago 5 Years Ago
Cash & Bond Markets
Fed Funds Target 0.25% 0.25% 0.25% 0.25% 0.25% 0.25%
2-Year Treasury 0.38% 0.28% 0.33% 0.25% 0.59% 0.76%
10-Year Treasury 3.03% 2.74% 2.65% 1.76% 3.29% 2.21%
Municipal 2.60% 2.62% 2.67% 2.65% 3.09% N/A
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TACTICAL ASSET ALLOCATION 

 While the removal of monetary stimulus is a longer-term necessity, the impact of less accommodation from the 
Federal Reserve and a sharper increase in interest rates than anticipated could present a headwind for the 
economy.   

 The uncertainty of both monetary and fiscal policy could lead to higher levels of volatility in the markets. 
 Political wrangling in Congress regarding the federal budget and debt ceiling debates could have a negative 

impact on both consumer and business confidence.  
 While conditions have improved in Europe, ongoing sovereign debt problems in periphery countries could 

impact global markets. 
 Conflict in the Middle East and other geopolitical issues in that region could contribute to global macro 

uncertainties. 
 The implementation of new regulations mandated by the Dodd-Frank Act may have an unforeseen impact on 

the financial markets. 

RISKS TO OUR OUTLOOK 

OTHER INVESTMENT THEMES 
 We continue to recommend the implementation of alternative investment strategies as a risk management tool 

to diversify portfolios and reduce the volatility of returns. 

Capital Markets & Economic Review 

FOR QUARTER ENDED DECEMBER 31, 2013 

Bonds vs Stocks


We believe stocks could outperform bonds over longer periods given the currently low 
interest rate environment and the potential for rising rates.  Even though equity market 
returns in 2013 exceeded our forecasts, we expect equity markets to return 6-10% in 2014 
compared to a 2% return for fixed income.  

U.S. vs Intl


We continue to favor domestic equities as U.S. growth expectations, both from an 
economic and earnings standpoint, remain more favorable.  However, we are looking for 
opportunities to increase the strategic allocation to international equities. 

Developed vs Emerging


Emerging markets still offer better long-term investment opportunities than developed 
international markets.  While tighter monetary policies in the U.S. could create more 
volatility in their market currencies and markets, emerging markets appear attractive from a 
valuation standpoint.  

Active vs Passive
The past few years have proved to be difficult for active managers as equity markets have 
been highly correlated and largely driven by macro events.  The lengthy period of artificially 
low interest rates has not favored the fundamental factors many active managers 
incorporate into their strategies.  We favor a combination of active and passive strategies 
but recognize that the environment has been improving for active managers in general.

Growth vs Value
We believe a neutral allocation between growth and value is appropriate in large cap and 
mid cap equities given an uncertain economic and interest rate environment and the 
potential impact on the various market sectors.  We favor value in small cap equities given 
attractive valuation levels compared to small cap growth.

Treasury vs Spread


While the Federal Reserve is expected to keep short-term rates low for the next few years, 
market movements could send rates higher and pressure bond prices.  In this environment, 
we favor shorter durations and spread sectors over Treasury securities.  

NEUTRAL

NEUTRAL
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 Third quarter 2013 GDP estimates showed growth of 
4.1%, up from a 2.5% pace during the second 
quarter of 2013. 

 
 Our estimates for GDP growth in 2014 range 

between 2-3%. 
 
 The Federal Reserve will begin tapering its asset 

purchase program in January 2014. Continued 
improvement in the economy and labor markets 
have given the Fed enough confidence to begin 
removing extraordinary measures of 
accommodation. 

 
 Food and energy prices are excluded from core 

inflation due to the volatile nature of their respective 
prices. At 1.7%, core inflation remains below the 2% 
lower-end of the Federal Reserve’s targeted range  
and well below the long-term average of roughly 4%. 
 

 The unemployment rate through December declined 
to 6.7%, down from the previous monthly reading of 
7.0%. The unemployment rate has decreased from a 
10% level witnessed in the fall of 2009.  While much 
of the decline in the unemployment rate has largely 
been driven by a reduction in the labor force, the 
labor market improved in 2013.   
 

 Companies created an average of 189,000 jobs per 
month in 2013, with the monthly job number 
increasing to an average of 201,000 in October and 
November. 
 

 Consumer confidence increased to 82.5 in 
December from 75.1 in November, down from the 
peak witnessed in the summer months but still 
higher than the 72.9 reading at the end of the 
previous year.   

 
 Oil prices decreased in the fourth quarter of 2013 but 

are up over 7% from year-end 2012. 
 

 
 

KEY ECONOMIC INDICATORS1 

Capital Markets & Economic Review 

GROWTH

Actual Previous Frequency Next Release
4.10 2.50 Quarterly 1/30/2014

10-YEAR TREASURY RATE

Prev Close 1 Mo Ago 6 Mos Ago
2014 Consensus 

Estimate
3.03% 2.74% 2.48% 3.40%

 CORE INFLATION
Actual Previous Frequency Next Release
1.70 1.70 Monthly 1/16/2014

UNEMPLOYMENT
Actual Previous Frequency Next Release
6.70 7.00 Monthly 2/7/204

CONSUMER CONFIDENCE
Actual Previous Frequency Next Release
82.50 75.10 Monthly 1/17/2014

CRUDE OIL
Prev Close 3 Mos Ago 6 Mos Ago 1 Yr Ago

$98.42 $102.33 $96.56 $91.82
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A LOOK AT KEY ECONOMIC INDICATORS OVER TIME 

LEADING INDICATORS 

WEEKLY JOBLESS CLAIMS (In 000s) LABOR MARKET & UNEMPLOYMENT 

HEADLINE VS CORE INFLATION CONSUMER CONFIDENCE 
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REAL GDP 
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A LOOK AT VARIOUS ECONOMIC DATA POINTS 

Capital Markets & Economic Review 

CONSUMER & COMMERCIAL CREDIT RETAIL SALES 
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Case Schiller Home Price Index
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HOUSING 
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The information in the report was prepared by Strategic Investment Advisors of BOKF, NA dba Bank of Oklahoma (BOK).   BOKF, NA is 
the bank subsidiary of BOK Financial Corporation (BOKF), a financial services holding company (NASDAQ:BOKF).  BOKF offers trust 
and investment management services through its subsidiaries including BOKF, NA (and its banking divisions Bank of Oklahoma, Bank of 
Texas, Bank of Albuquerque, Bank of Arkansas, Bank of Arizona, Colorado State Bank and Trust, and Bank of Kansas City) and 
investment advisory services through its subsidiaries including BOSC, Inc., a registered investment adviser registered broker/dealer, 
Member FINRA/SIPC, and Cavanal Hill Investment Management, Inc., an SEC registered investment adviser and a subsidiary of BOKF, 
NA (each an “Investment Subsidiary”) (collectively, “BOKF”). SEC registration does not imply a certain level of skill or training.  Distribution 
of this report is intended for informational purposes. Information contained herein has been obtained from sources believed to be reliable, 
but not guaranteed.  The opinions expressed herein reflect the judgment of the author as of the date prepared and are subject to change 
without notice and are not a complete analysis of any sector, industry or security.   

The information provided in this presentation is not a solicitation for the investment management services of any Investment Subsidiary.  
This document does not constitute the recommendation of any Investment Subsidiary to meet the investment needs of any individual 
client.  It does not take into account any specific investment objectives, financial situations, or particular needs of any specific person who 
may receive this report.  This report is not to be considered investment advice or a recommendation of any particular security, strategy or 
investment product, nor is it intended to provide personal investment advice.  Investors should seek financial advice regarding the 
appropriateness of investing in any securities, other investment or investment strategies discussed in this report and should understand 
that statements regarding future prospects may not be realized. 

The information provided in this presentation is not an offer to sell or a solicitation of an offer to buy any securities in any jurisdiction.  
Investors should note that income from such securities or other investments, if any, may fluctuate and that price or value of such 
securities and investments may rise or fall.  Investments are not insured by the FDIC, and are not deposits or other obligations of, and are 
not guaranteed by any bank or bank affiliate.  Investments are subject to risks, including the possible loss of the principal amount 
invested.   

This document contains forward-looking statements that are based on management's beliefs, assumptions, current expectations, 
estimates, and projections, the securities and credit markets and the economy in general. Words such as "anticipates," "believes," 
"estimates," "expects," "forecasts," "plans," "projects," variations of such words and similar expressions are intended to identify such 
forward-looking statements. Management judgments relating to and discussion of the value and potential future value or performance of 
any security, group of securities, type of security or market segment involve judgments as to expected events and are inherently forward-
looking statements. These statements are not guarantees of future performance and involve certain risks, uncertainties and assumptions 
that are difficult to predict with regard to timing, extent, likelihood and degree of occurrence. Therefore, actual results and outcomes may 
materially differ from what is expressed, implied, or forecasted in such forward-looking statements. The potential realization of these 
forward-looking statements is subject to a number of limitations and risks.  BOKF, and each Investment Subsidiary, do not undertake any 
obligation to update, amend, or clarify forward-looking statements, whether as a result of new information, future events or otherwise.  

This report is prepared for the use of the Investment Subsidiaries and their affiliates, and for clients and prospective clients of the 
Investment Subsidiaries and of their affiliates, and may not be reproduced, redistributed, retransmitted or disclosed, or referred to in any 
publication, in whole or in part, or in any form or manner, without the express written consent of BOKF or BOK.  Any unauthorized use or 
disclosure is prohibited.  Receipt and review of this research report constitutes your agreement not to redistribute, retransmit, or disclose 
to others the contents, opinions, conclusion, or information contained in this report.  

DISCLOSURES 

Unless otherwise indicated, Bloomberg was the data source for all data points presented herein. 
 
The HFRI Fund of Funds Composite has been included to represent performance of diversified alternative investments.  
Performance is pulled from HFRI and may include preliminary returns. 
 
1Key economic indicators reflect information available as of January 10, 2014. 
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IMPORTANT INFORMATION 
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