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The S&P 500 finished a strong year by adding 
an additional +10.5% in the fourth quarter, 
bringing the total return to +32.4% for 2013. 
This marked the best year since 1997 for the 
S&P 500.  While domestic equity returns were 
terrific, not all results were as good. Bonds 
(Barclays Aggregate) were -2.0% for the year; 
municipal bonds (Barclays Municipal index) -
2.55%; gold was down a whopping -28.65%; 
developed international equity (EAFE) +22.8%; 
emerging markets (EEM) -2.6%, and Japan 
(Nikkei) +56%. Interestingly, while the U. S. 
equity market rightfully received much attention 
throughout the year because of outstanding 
performance, it was the first time since 1999 the 
bond market had a negative return. The 12 year 
bull market for bonds ended in the summer of 
2012 and I expect muted returns from this area 
going forward.  Clearly, 2013 was a year with 
dramatic variation in returns. 
 
  

 
 
 
The price-to-earnings (P/E) ratio is the most 
common measure of how expensive a stock or 
a market is.  The P/E ratio of the S&P 500 in 
January of 2013 was 13.5x. Investors who 
bought the market in January were paying about 
$13.50 for a dollar of earnings. We end 2013 
with the P/E ratio at 16.7x, clearly more 
elevated but still not vastly overpriced relative to 
the long-term average, which is about 14.5x.  In 
order for today’s valuation levels to improve, 

corporate profits will have to increase.  That is not 
impossible but after a multi-year effort of trimming 
costs and improving efficiency, making further 
progress will be challenging for companies.  As 
the saying implies, the low hanging fruit has been 
picked. 
 
Businesses created an average of 189,000 jobs 
per month in 2013. Even better news is that the 
monthly job number jumped to an average of 
201,000 in October and November.  The year 
ended with upward momentum in job creation. 
Reviewing the unemployment rate throughout the 
year brings a similar conclusion.  It seems likely 
that by the summer of 2014 we will have created 
enough jobs to exceed the total reached prior to 
the meltdown. In January 2013, the 
unemployment rate was 7.9%; we close the year 
with the unemployment rate at 7.0%. Further 
emphasizing the improvement in the labor 
markets, the Federal Reserve finally decided to 
slow its monthly security purchase program by 
$10 billion a month. The Federal Reserve noted 
the general improvement in economic conditions, 
and specifically, the improvement in employment 
conditions as reasons for the policy change. 
Federal Reserve Chairman Ben Bernanke stated:  
“Recent economic indicators have increased our 
confidence that the job market gains will 
continue….we expect economic growth to be 
strong enough to support further job gains.”  As a 
result, the grand experiment known as 
Quantitative Easing (QE) is being wound down. 
This program was called an emergency program 
at its outset, but it lasted several years and went 
through multiple revisions.  The issue we are left 
with now is the impact on the economy and 
markets during the taper period.  Combining the 
reduction in bond buying from the Fed with selling 
by investors of their bond holdings could put 
pressure on interest rates.  If the rate increase is 
moderate and is based on improving economic 
growth, then I’m not too worried that higher rates 
will harm the recovery. However, it probably won’t 
be quite that antiseptic. 
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We are in a global economic expansion. The 
recession is over in Europe. Asia is improving, 
as Chinese growth rates have stabilized in mid- 
single digits. Japan, with its own massive QE 
program, seems to have finally shrugged off its 
decades’ long malaise.  2014 has the potential 
to be the best year for the U.S. from an 
economic perspective since the meltdown of 
2007-2008.  Most economic statistics are 
showing improved momentum as we finish 
2013. The equity market, (S&P 500), a leading 
economic indicator, anticipating this 
improvement jumped significantly in 2013 and 
an eye-popping 169% since the low reached in 
March 2009.  I think 2014 will be a good year for 
the economy and a modest, but positive year, 
for the equity market.   
 

 
Jim Huntzinger 
Chief Investment Officer 
BOK Financial Corporation 
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The information in the report was prepared by Jim Huntzinger, Chief Investment Officer, BOK 
Financial Corporation.  BOK Financial Corporation, a financial holding company (NASDAQ:BOKF), 
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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 
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understand that statements regarding future prospects may not be realized.  This document contains 
forward-looking statements that are based on the author’s beliefs, assumptions, current 
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general. Words including but not limited to "anticipates," "believes," "estimates," "expects," 
"forecasts," "plans," "projects," variations of such words, and similar expressions (e.g. “should”) are 
intended to identify such forward-looking statements. The author’s 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 
does not undertake any obligation to update, amend, or clarify forward-looking statements, whether 
as a result of new information, future events or otherwise.  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 guaranteed by any bank or bank affiliate. Investments are subject to 
risks, including the possible loss of the principal amount invested.  This report 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. 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 
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