
For the month, despite the two-week plummet that saw it slip 
into the red for the year, the Dow rebounded to gain 2% and is 
now up 4.9% during 2014.

The Bank of Japan’s move came after it became apparent that 
the aggressive steps taken to revitalize the economy over the 
last two years by Prime Minister Shinzo Abe – “Abenomics” – 
were not taking hold and that Japan was in danger of slipping 
back into defl ation and maybe even recession. In an eff ort to 
spur spending and, ideally, infl ation and GDP growth as well, the 
bank said it would increase its bond and asset purchases to ¥80 
trillion ($734 billion) from a range of ¥60-to-¥70 trillion. Stock 
indexes around the globe moved up on the news while Japan’s 
Nikkei jumped 4.8% and had its largest gain as measured by 
points in six years. On the fl ip side, the yen dipped to an almost 
seven-year low against the dollar, and the narrow 5-to-4 vote 
represented deep dissension on the bank’s board.

The Fed stops spending
As for the Fed, it’s moving in the opposite direction thanks to the 
economic rebound (third-quarter growth came in at 3.5%) and, 
as expected, it brought an end to its stimulus program. Since the 
program began in 2008, the Fed has increased its holdings to $4.5 
trillion and, many believe, led the country out of the recession while 

precipitating the stock-market surge. This is the third time 
since 2008 that the Fed has announced the end to its 
quantitative easing, but most analysts believe it will 
stick, with the Fed itself noting the “underlying 
strength in the broader economy.” The 
Fed also left its benchmark rate 
unchanged and again 
employed its 

Reserve and the European Central Bank of late, but it was Japan’s 
central bank that stole the show on Friday, expanding its stimulus 
spending and driving both the Dow and the S&P 500 to new nominal 
highs just weeks after they seemed to be heading for a correction.

All eyes have been on the Federal
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Key Market Data
Week ending… 10/24/2014 10/31/2014 Change

Dow Jones Industrial 
Average Index

16,805.41 17,390.52 +3.48%

S&P 500 Index 1,964.58 2,018.05 +2.72%

Nasdaq Composite 
Index

4,483.72 4,630.74 +3.28%

10-Year Treasury 
Note Rate

2.273% 2.335% +6.2     
basis pts.

NYMEX Crude 
Future (Barrel)

$81.01 $80.54 -0.58%

Euro-U.S. Dollar 
Exchange

$1.2671 $1.2523 -$0.0148

MSCI EAFE Index 1,778.62 1,818.35 +2.23%
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phraseology that it would stay there “for a considerable time,” 
widely seen as meaning not before mid-2015.

The ECB fails to impress
In Europe, though infl ation ticked up modestly in October (to 
0.4% from 0.3% the month before), unemployment remained 
in the double-digits (11.5%), growth is all but stagnant and 
disaff ection is rife. Eurozone members, led by France and Italy, 
are pushing for stimulus spending on a Fed-like scale, and 
last week’s fi rst installment of €1.7 billion ($2.15 billion) was 
seen as falling well short, with The New York Times dubbing it 
“entry level qualitative easing.” In addition, eurozone leaders, 
along with the ECB, are trying to get Germany to spend some 
of its cash to stimulate growth, and that nation continues to 
balk. The ECB meets this Thursday and some expect to see a 
second, larger round of stimulus spending, especially as the 
eurozone now has to contend with a cheaper yen.

In another sign of confusion, the European Union conditionally 
approved the 2015 budgets of France and Italy despite the 
fact that both counties essentially ignored the EU’s budgetary 
goals and pledged they would make further spending cuts 
without specifying when or what. The day after being given the 
provisional pass, an EU offi  cial said that France and Italy could 
still face disciplinary action for violating budgetary targets. 

Growth remains robust
While much of the world struggles, third-quarter GDP for the 
United States came in at a better-than-expected 3.5% following 
the robust 4.6% in the second quarter – they add up to the best 
back-to-back quarters since 2003. The big gains came from 
military spending and exports. Consumer spending was up 
1.8%, slightly less than forecast, as lower gas prices and more 
jobs were expected to loosen purse strings.  

In fact, in September consumer spending fell 0.2%, according 
to the Commerce Department, the worst performance since 
January, while income inched up 0.2%, its lowest gain of 2014. 
That said, the reduced spending, again, may be a result of 
cheaper gas, and it’s expected to rise as the holiday spending 
season begins. Personal consumption expenditures were up 1.4% 
from a year earlier in September, matching August’s increase, 
while core PCE, less food and energy, rose 1.5%. For the record, 
PCE have not hit the Fed’s target rate of 2% since April 2012.   

In other economic news, it was clear that consumers are buying 
into the rebound when the Conference Board said that its 
consumer confi dence index hit 94.5 in October, a seven-year 
high, and then the University of Michigan announced that its 
index climbed to 86.9, also a seven-year peak. The National 
Association of Realtors reported that its index of pending home 
sales was up 0.3% in September to 105. The Standard & Poor’s 
Case/Shiller index for 20 major metropolitan areas increased 
5.6% in August from a year earlier, compared to 6.7% in July, 
the smallest gain since November 2012. Durable goods orders 
fell 1.3% after tumbling 18.3% in August; durable goods orders 
less transportation were off  0.2%. And the Labor Department 
said that fi rst-time jobless claims rose 3,000 to 287,000, but 
the four-week moving average fell to 281,000, its lowest level 
since 2000, compared to 352,500 a year earlier.  

A look ahead
This week’s releases will include the Markit PMIs for manufacturing 
and services, the Institute for Supply Management’s 
manufacturing and non-manufacturing indexes, and the latest 
on construction spending, vehicle sales, factory orders, nonfarm 
productivity, the trade balance and, on Friday, the unemployment 
rate. As noted, the ECB meets on Thursday as does the Bank of 
England, with no change expected to either’s monetary policy. 
And on Tuesday, Americans will go to the polls for the midterm 
elections with control of the Senate in the balance. 
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Please remember that all investments carry some level of risk, including the potential loss of principal invested. 
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their ability to invest during volatile periods in the market. The securities of small capitalization companies are 
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securities, such as bonds, interest rates and bond prices tend to move in opposite directions. When interest rates 

fall, bond prices typically rise and conversely when interest rates rise, bond prices typically fall.  This also holds true 

for bond mutual funds.  When interest rates are at low levels there is risk that a sustained rise in interest rates may 
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cause losses to the price of bonds or market value of bond funds that you own. At maturity, however, the issuer 

of the bond is obligated to return the principal to the investor. The longer the maturity of a bond or of bonds held 

in a bond fund, the greater the degree of a price or market value change resulting from a change in interest rates 

(also known as duration risk). Bond funds continuously replace the bonds they hold as they mature and thus do not 

usually have maturity dates, and are not obligated to return the investor’s principal. Additionally, high yield bonds 

and bond funds that invest in high yield bonds present greater credit risk than investment grade bonds. Bond and 

bond fund investors should carefully consider risks such as: interest rate risk, credit risk, liquidity risk and infl ation 

risk before investing in a particular bond or bond fund. 

All index references and performance calculations are based on information provided through Bloomberg. 

Bloomberg is a provider of real-time and archived fi nancial and market data, pricing, trading, analytics and news.

The Dow Jones Industrial Average Index® is a price-weighted average of 30 blue-chip stocks that are generally the 

leaders in their industry. It has been a widely followed indicator of the stock market since October 1, 1928.

Standard and Poor’s 500 Index® (S&P 500®) is a capitalization-weighted index of 500 stocks. The index is designed 

to measure performance of the broad domestic economy through changes in the aggregate market value of 500 

stocks representing all major industries.

Standard & Poor’s off ers sector indices on the S&P 500 based upon the Global Industry Classifi cation Standard 

(GICS®). This standard is jointly maintained by Standard & Poor’s and MSCI. Each stock is classifi ed into one 

of 10 sectors, 24 industry groups, 67 industries and 147 sub-industries according to their largest source of 

revenue. Standard & Poor’s and MSCI jointly determine all classifi cations. The 10 sectors are Consumer 

Discretionary, Consumer Staples, Energy, Financials, Health Care, Industrials, Information Technology, Materials, 

Telecommunication Services and Utilities.

The NASDAQ Composite Index® Stocks traded on the NASDAQ stock market are usually the smaller, more volatile 

corporations and include many start-up companies.

NASDAQ - National Association of Security Dealers Automated Quotations. The NASDAQ is a computer-operated 

system owned by the NASD that provides dealers with price quotations for over-the-counter stocks. 

The 10-year Treasury Note Rate is the yield on U.S. Government-issued 10-year debt.

NYMEX Crude Future is the futures price on a barrel of oil on the New York Mercantile Exchange.

Euro/U.S. Dollar is the currency exchange rate between the Euro and the U.S. Dollar.

The MSCI EAFE Index measure international equity performance. It comprises the MSCI country indices that 

represent developed markets outside of North America: Europe, Australasia and the Far East.

The European Central Bank (ECB) is the institution of the European Union (EU) which administers the monetary 

policy of the 17 EU eurozone member states.

The PCE price index (PCEPI), also referred to as the PCE defl ator, PCE price defl ator, or the Implicit Price Defl ator 

for Personal Consumption Expenditures (IPD for PCE) by the BEA, and as the Chain-type Price Index for Personal 

Consumption Expenditures (CTPIPCE) by the FOMC, is a United States-wide indicator of the average increase in 

prices for all domestic personal consumption. Core PCE indicates prices for domestic personal consumption minus 

food and energy. 

The Conference Board Consumer Confi dence Index® (CCI) is a barometer of the health of the U.S. economy from 

the perspective of the consumer. The index is based on approximately 3,000 completed questionnaires refl ecting 

consumers’ perceptions of current business and employment conditions, as well as their expectations for six 

months hence regarding business conditions, employment, and income.

The University of Michigan Consumer Sentiment Index is a consumer confi dence index published monthly by the 

University of Michigan and Thomson Reuters. At least 500 telephone interviews are conducted each month of a 

United States sample. 50 core questions are asked.

The S&P/Case-Shiller Home Price Indices are designed to be a reliable and consistent benchmark of housing prices 

in the U.S. Their purpose is to measure the average change in home prices in a particular geographic market. They 

are calculated monthly and cover 20 major metropolitan areas.

The National Association of Realtors Pending Home Sales index measures housing contract activity. It is based on 

signed real estate contracts for existing single-family homes, condos and co-ops.


