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Market Review                              April 2014 

Economic Review 
 

Growth of U.S. economy stalled during the first quarter of 
2014 as real GDP increased at an annual rate of 0.1%, 
according to the initial estimate from Bureau of Economic 
Analysis (BEA). This is the second worst reading since 
emerging from the recession in mid-2009. The weak growth 
primarily reflected a positive contribution from personal 
consumption expenditure (PCE) that was largely offset by 
negative contributions from exports, private inventory 
investment, nonresidential fixed investment, residential 
fixed investment, and state and local government spending.  

 
Nonfarm payrolls increased by 192,000 in March, slightly 
below consensus, while January and February data were 
revised higher by a combined 37,000 jobs. Job growth 
averaged 183,000 jobs per month over the prior 12 months. 
The unemployment rate remained at 6.7% while the 
underemployment rate increased to 12.7%. The labor-force-
participation-rate increased 0.2% to 63.2% and employment 
population ratio rose 0.1% to 58.9%. The average workweek 
for all employees on private nonfarm payrolls increased 
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by 0.2 hours in March to 34.5 hours. Average hourly 
earnings for all employees on private nonfarm payrolls 
edged down by 1 cent to $24.30, following a 9 cents increase 

in February. Over the year, average hourly earnings have 
risen by 49 cents or 2.1%. Real average hourly earnings for 
all employees fell 0.3% in March, but rose 0.5% YoY.  
 
The headline Consumer Price Index (CPI) increased 0.2% 
in March after rising 0.1% in February. The increase was 
broad based and primarily led by food and shelter costs. The 
Core CPI (CPI ex food and energy) also rose 0.2% in March 
after increasing 0.1% in February. Headline CPI increased 
1.5% year over year (YoY) while the Core CPI rose 1.7% 
YoY. The Producer Price Index for final demand advanced 
0.5% in March after declining 0.1% in February. The index 
moved up 1.4% for the 12 months ended in March.  
 
Home prices as tracked by the S&P/Case Shiller 20-city 
composite index were up +0.8% for the month of February 
and gained 12.9% YoY, the smallest gain since August.  
Existing home sales continued to decline during March as 
sales fell -0.2% MoM to 4.59 million units (a.r.), the slowest 
pace since the summer of 2012. Several economists blamed 
the weather for the weak data. The supply of existing homes 
for sale climbed to 5.2 months’ inventory. New home sales 
declined -14.5% MoM to 384 K units, well below the 
consensus of 449 K. Housing starts increased 2.8% MoM in 
March to 946,000 (a.r.) with almost all of the gains coming 
from single family housing starts. Building permits dropped 
-2.4% MoM to 990,000 (a.r.).  
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According to the Federal Reserve’s March meeting minutes, 
the committee anticipates that it will maintain the current 
target range for the federal funds rate for a considerable 
time after the asset purchase program ends. Toward the end 
of the month, the Federal Reserve’s monetary policy 
committee unanimously committed to a further reduction 
of its monthly bond purchases by $10 billion. The U.S. 
Treasury purchases will fall from $30 billion to $25 billion 
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while the MBS purchases will decrease from $25 billion to 
$20 billion. The Federal Funds Target Rate remained 
unchanged at 0.25%. 
 
The final estimate for Eurozone 4th Quarter 2013 GDP 
growth was left unchanged at 0.5% year-over-year. In the 
larger 28-nation European Union – which includes 
members that do not use the Euro currency – fourth quarter 
growth was 1% year-over year. The countries with the 
strongest growth rate were the Czech Republic (+1.9%) 
and Sweden (+1.7%), while the weakest growth occurred 
in Ireland, which contracted  
-2.3%. The flash estimate of April Eurozone headline CPI 
was 0.7% year-over-year, and the Core CPI (which excludes 
food and energy), was 1%. Though Eurozone inflation 
benefited from stabilizing energy prices, the 0.7% reading is 
below the European Central Bank’s stated target of 2%. The 
ECB has stated their desire to wait for more evidence before 
acting.  
 

 
 
In the United Kingdom, the unemployment rate fell to 6.9% 
in February, down from 7.1% in the previous month, the 
lowest level in five years. The faster than expected drop in 
the unemployment rate may force the Bank of England to 
alter course; the BOE had originally targeted 7% 
unemployment as a policy goal to be achieved in two-to-
three years. Inflation in the U.K. fell to 1.6%, down from 
1.7% in March, and is the lowest inflation reading since 
October 2009.  
 
The Bank of Japan (BOJ) cut its target for real GDP growth 
to 1.1% for the year ending Q1 2015, down from the 
original projection of 1.4%. The BOJ highlighted 
uncertainty for the country’s exports as a main driver of the 
lower projection. The BOJ also voted to continue stimulus 
programs, with a unanimous vote to increase the country’s 

monetary base by ¥60-70 trillion per year. In China, the 
economy grew at the slowest pace since the third quarter of 
2012, registering 7.4% annualized growth for the first 
quarter of 2014. Chinese exports fell for the second month 
and the money supply grew at the slowest pace in over a 
decade. The World Bank released a report in April 
suggesting that China was set to pass the United States as 
the world’s largest economy, based on purchasing power. 
The World Bank also reported that India has surpassed 
Japan as the world’s third largest economy.  
 
Equity Markets 
 
U.S. equity markets were mixed in April, as large-cap stocks 
posted modest gains while mid- and small- caps fell. 
Domestic large-cap stocks, as measured by the S&P 500, 
gained 0.7% in April, and are up 2.6% year-to-date. 
Domestic mid-cap stocks measured by the S&P 400 lost 
1.6%, while the Russell 2000 small-cap index lost 3.9%. 
Global stocks rallied across the board, as the MSCI World 
Index rose 1.1% and the EAFE (Europe, Africa, and Far 
East) index gained 1.5%. The headline indices for Europe 
(STOXX 600) and the UK (FTSE 100) gained 3.1% and 
1.6%, respectively. The MSCI Emerging Markets Index 
posted a 0.4% gain in April and is currently flat in 2014. 
 

 
 
Stocks traded choppily in April, continuing this year’s trend 
of erratic trading. Momentum stocks, as well as higher beta 
industries such as Technology and Biotechnology, were 
significant drags on the stock market. The S&P 500 sold off 
nearly 4% between April 2nd and April 11th, including a 2% 
down day on April 10th. The downtrend was reversed, 
however, on positive earnings announcements from several 
market bellwether companies.  The S&P 500 closed April at 
an all-time high of 1,884, even after an announcement by 
the Federal Reserve continuing the tapering of bond 
purchases. The CBOE Market Volatility Index (VIX), a 
measure of expected future volatility, finished April 
modestly lower, moving down slightly from 13.88 to 13.41. 
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The VIX reached as high as 17.85 on April 11th, but then 
quickly fell as stocks rallied into the end of the month.  
 
Bond Markets 
 
The U.S. bond market as measured by the Barclays U.S. 
Aggregate climbed 0.8% in April and is up 2.7% for the year. 
The Treasury yield curve continued to flatten for the fourth 
consecutive month with the 30-year Treasury yield falling 
10 bps during April, while the 2-year yield remained flat. 
Credit markets continued to benefit from low interest rates 
and investors’ appetite for yield.  Investment grade credit 
spreads continued to tighten in spite of increased supply. 
The Barclays Credit Index OAS tightened 5 bps to close at 
+98 bps over Treasuries, the narrowest level since summer 
of 2007.  
 

 
 
The 30-year U.S. Treasury bond yield fell 10 bps to close at 
3.46%, while the 10-year yield declined 8 bps to close at 
2.65%. The yield on UK 10-year benchmark bonds also fell 
7 bps to close at 2.66%. The yield on German 10-year 
benchmark bonds fell 10 bps to end April at 1.47%. 
  
Commodities 
 
The S&P GSCI Total Return Index, gained 0.74% in April, 
and is up 3.71% so far in 2014. April was a strong month for 
commodities in general, as 8 of the 10 major GSCI sub-
indices posted positive returns for the month. The 
Agricultural sub-index was the strongest performer in April, 
gaining 2.66% to bring year-to-date performance to 19%. 
Coffee and Soybeans, which are included in the 
Agricultural sub-index, were up 14.42% and 4.56% in April, 
respectively.  Brazil, the world’s largest coffee producer and 
the second largest grower of soybeans, is currently suffering 
the country’s worst drought in decades during a crucial 

point in crop development. Coffee prices are up 81% and 
Soybeans are up nearly 20% year-to-date in 2014.  
 
The Industrial Metals sub-index rose 1.75% in April, 
boosted by a 15.18% gain in Nickel. Nickel is up 31.58% so 
far in 2014, largely over geopolitical concerns in Russia, 
which is the world’s fourth largest nickel miner.  In 
addition, Indonesia, the world’s third largest producer of 
nickel, has banned the export of unprocessed nickel ore, 
which has created supply concerns for industrial production 
in China. Also boosting the Industrial Metals sub-index 
were Zinc (up 3.2%) and Lead (up 1.86%).  
 

 
 
Currency 
 
The US Dollar index declined -0.75% in April to close at 
79.51 and is down -0.65% for the year. The weakness in US 
Dollar was in part due to the U.S. Central bank signaling 
low rates would persist for a considerable time. The Euro 
appreciated 0.6% against the US Dollar in April to close at 
1.3865. The British Pound appreciated 1.28% to close at 
$1.6885. 
 

 


