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The markets topped off yet another 
impressive quarter and finished the year on a 
high note. The S&P 500 was up +4.93% in 
the fourth quarter. Bonds continue to 
surprise, as the Barclays Aggregate was up 
+1.79%. International stocks continued their 
recent trend of underperforming the domestic 
equity market as the MSCI EAFE developed 
market index was down -3.57% and the 
MSCI EEM emerging market index declined -
4.51%. 
 
Year-to-date performance for 2014: 
 
              

S&P 500 13.69% 
    
Russell 2000 4.89% 
    
Barclays Agg. 5.97% 
    
MSCI EAFE -4.90% 
    
MSCI EEM -2.19% 

 
 
  

 
 
 
 
 

 
The U.S. equity market set records throughout 
the year; most impressive is the fact that the 
S&P never had a four−consecutive−days 
losing streak in 2014. How impressive is that?  
Well, it has never happened in the ninety years 
since Standard and Poor’s launched their 
index. Also, the S&P 500 had 53 closing 
all−time−highs in 2014. Small cap stock 
performance lagged all year long, which is not 
too surprising since they were up roughly 40% 
in 2013. So 2014 was a period of normalizing 
relative to the large cap market. Bonds proved 
almost everyone wrong in 2014 as interest 
rates, measured by the 10−year Treasury 
yield, declined from 3.03% in January to 2.17% 
at the close of 2014. The interest rate market 
however, wasn’t all that simple. The two year 
Treasury went up in yield, from 0.38% in 
January to 0.66% on 12/31/14. So the yield 
curve flattened in 2014, as the interest rate 
market began to price in the probability of Fed 
rate hikes in 2015. 
  
Third quarter real GDP was +5% q/q and the 
past two quarters were +4.8% annualized. 
Wow! Ten years have passed since we had 
that kind of growth. Four percent plus GDP 
growth isn’t likely and is not sustainable; 
however growth should be in the 3%+ range 
into 2015. Weekly jobless claims continue to 
drop and ended the year below 300,000, a 
vast improvement even from this time last 
year. The unemployment rate is at 5.8%, and 
the payroll jobs report showed 321,000 jobs 
were created in November with an average 
monthly gain of 224,000 over the last 12 
months. The U.S. economy is accelerating into 
2015. Not everything is perfect though. 
Durable goods orders have declined and the 
housing recovery remains very modest. If the 
recovery is going to be complete, all of the 
housing data is going to have to improve at a 
more rapid pace: new home starts, existing 
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home sales, mortgage applications and 
prices. Also, while wage gains have moved 
up, there is plenty of room for wages to 
improve, allowing for more consumer 
spending without negatively impacting 
inflation.  Inflation is MIA. The Consumer 
Price Index through November 2014 was 
+1.3% for the last 12 months. With the 
significant drop in energy prices, it is likely 
the CPI will continue to drop throughout the 
first six months of 2015. If inflation is less 
than 1% in 2015, it will be the lowest in the 
6th year of an expansion in post WWII 
history. 
 
It is a much different story for the rest of the 
world. The Euro area is potentially entering 
yet another recession. The European Central 
Bank has been the most timid of all central 
banks at addressing economic weakness. 
They have talked tough but actions have 
been meek. Considering recent economic 
weakness in Europe, markets are expecting 
a much more aggressive ECB in the first 
quarter of 2015. It will take action, not just 
words to convince markets that the central 
bank is doing everything it can to restore 
growth. Aggressive central bank action is 
priced in to current market levels, so if they 
fail to meet expectations, equity markets in 
Europe will sell off even more. Reflecting the 
deflationary environment in Europe German 
10-year yields have dropped to 0.55%. It’s 
not just Europe, as Japan 10-year bonds are 
at 0.33%. China has its own growth worries. 
While GDP in China is reported to be at 7%, 
their economy is showing signs that growth 
is still declining. There is a significant real 
estate problem in China (overbuilt) that will 
require years to work through. The Chinese 
government has become much more 
aggressive at easing restrictions in their 
economy in an attempt to slow the decline. 
But the most troubled economy is Russia. 
They are in a recession now and it will get 
much worse. The drop in oil prices is a major 
problem for Russia, an economy that was 
already shaky. Declining oil prices along with 
a major drop in the ruble is putting the 
Russian economy in a vice. Unless oil prices 

stabilize and move higher quickly, the Russian 
economy is headed for a severe recession. A 
collapsing economy along with high inflation is 
not an attractive combination. In addition to 
Russia, Venezuela and Nigeria are other 
countries likely to have major internal unrest 
due to severe recessionary environments 
brought on by lower oil prices.  
 
Finally, the U.S. economy is doing well, but 
hasn’t exploded higher. Employment is 
increasing, holiday sales were strong, bank loans 
are up 7.3% in the past year and inflation is low 
and dropping.  I expect the U.S. equity market to 
have another positive, but modest, return year. 
Small cap U.S. equities look more reasonably 
valued and warrant a look. Earnings should 
continue to be strong but only modest PE 
multiple expansion can be counted on. The 
Federal Reserve will hike rates this summer, so 
the flat yield curve will persist through 2015. 
Major changes in Fed policy, moving to raise 
short term rates, will bring increased volatility 
throughout 2015.  Keep in mind; equity markets 
in Europe are much cheaper than in the U.S. and 
at some point, will represent a real opportunity.  
 
Here’s to a healthy and profitable 2015. 
 

 
Jim Huntzinger 
Chief Investment Officer 
BOK Financial Corporation 
January 2, 2015 
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Disclosures
 
The information in the report was prepared by Jim Huntzinger, Chief Investment Officer, BOK 
Financial Corporation.  The opinions expressed herein reflect the judgment of the author at this date, 
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. 
 
BOK Financial Corporation, a financial holding company (NASDAQ: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”).    
 
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 contained in this report. 
 


