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 The S&P 500 overcame five declines of 4% or more during 2014, posting 53 all-time highs. 

 After losing 2.6% in 2013, U.S. Government Bonds rose 4.9% this year, the most since 2011. 

 The Bloomberg Commodities Index sank 17% in 2014, its fourth straight annual decline.   
 
Stocks fell 1% during the final session of the year, erasing a December gain, yet optimism over 
the economy, rising corporate earnings and cooperative policy from the Federal Reserve helped 
the S&P 500 score double-digit 2014 returns.  Equity valuations were remarkably resilient despite 
intense market volatility, primarily driven by dire overseas events.  Recall the stark headlines 
ranging from Russia’s incursion into Ukraine, an Ebola outbreak and renewed Middle East conflict 
by the ISIS terrorist army.  Global valuations have been most recently challenged by the bear 
market in oil.  Caused by burgeoning U.S. shale oil production and OPEC’s refusal to trim output, 
crude oil has fallen to a five-year low of $53.27 per barrel, down 40% during the quarter (-45% 
YTD).  While the events threatened to derail the equity bull market, they were unequal to the 
strength in America.  U.S. job growth has continued to expand and the economy surged by 5% 
during the third quarter, the fastest growth pace since the same quarter in 2003.  The S&P 500 
has advanced for an eighth quarter, the longest rally since the 14-quarter rally that ended in 1998.   

Small-cap U.S. companies widely outperformed large-cap stocks during December and the 
quarter.  The Russell 2000 Index, a broad measure of small-cap equity performance, rose 2.9% 
last month, surged 9.7% during the fourth quarter and finished 2014 near an all-time high, up 
4.9% for the year.  The Russell Mid Cap Index rose just 0.2% in December, gaining 5.9% during 
the quarter and nearly matched the annual performance of the S&P 500, up 13.2%.    

Value outperformed growth last month, last quarter and for the year.  The Russell 1000 Value 
Index rose 0.6% in December and 5% during the 4Q, whereas the Russell 1000 Growth Index 
lost 1% and rose 4.8% for the same two periods respectively.  For 2014, the Russell 1000 Value 
Index advanced 13.5%, edging out the 13.1% return on the Russell 1000 Growth Index.   

Utilities (+13.2%), Consumer Discretionary (+8.7%) and Consumer Staples (+8.2%) displayed the 
most strength last quarter, while Energy (-10.7%) stumbled.  Utilities (+29%) also took the top 
prize for best 2014 sector performance, followed by Healthcare (+25.3%) and Technology 
(+20.1%).  Telecom (+3%) gained the least, while Energy (-7.9%) was the only YTD laggard.  

Developed markets outside the U.S. and Canada, as measured by the MSCI EAFE Index, 
continued to underperform the U.S. during the month (-3.5%), quarter (-3.6%) and year (-4.9%).  
For its part in the index, Europe’s STOXX 600 returned 7.9% in 2014, including dividends. The 
MSCI Emerging Markets Index also slumped last quarter (-4.5%), creating a 2.2% YTD loss.     

The Barclays U.S. Government Bond Index rose 0.1% last month, slightly building its quarterly 
return to 1.9% and its 2014 advance to 4.9%.  Ten-year Treasury yields fell by 18 basis points 
last quarter to 2.17%, extending its 2014 yield loss to 87 basis points.  Below-investment grade 
high-yield corporate bonds lost 1.5% last month, trimming its YTD gain to 2.5%, as measured by 
the Barclays U.S. Corporate High Yield Index.  Investment grade bonds, as measured by the 
Barclays U.S. Aggregate Bond Index, gained 1.8% last quarter, extending YTD returns to nearly 
6%. The Barclays Municipal Bond Index rose 1.4% during the 4Q, capping a 2014 surge of 9.1%.   

Market Indices
1
  December 2014 4Q 2014 2014 

S&P 500 -0.25% 4.93% 13.69% 

Russell 3000 0.00% 5.24% 12.56% 

MSCI EAFE   -3.46% -3.57% -4.90% 

MSCI Emerging Markets -4.61% -4.50% -2.19% 

Barclays U.S. Aggregate Bond 0.09% 1.79% 5.97% 

Barclays Municipal 0.50% 1.37% 9.05% 

Barclays U.S. Corporate High Yield -1.45% -1.00% 2.45% 
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This information is compiled by Cetera Investment Management. 

About Cetera Investment Management 
Cetera Investment Management LLC provides passive and actively managed portfolios across 
five traditional risk tolerance profiles to the clients of financial advisors, who are affiliated with its 
family of broker-dealers and registered investment advisers. Cetera Investment Management is 
part of Cetera Financial Group, Inc., which includes Cetera Advisors LLC, Cetera Advisor 
Networks LLC, Cetera Financial Specialists LLC, and Cetera Investment Services LLC.  

About Cetera Financial Group 
Cetera Financial Group is the retail advice platform of RCS Capital Corporation (NYSE: RCAP) 
that delivers the benefits of scale to its family of independent broker-dealer firms and registered 
investment advisers while providing a framework that nurtures relationships, unique cultures and 
unbiased objectivity. As the second largest independent financial advisor network in the nation by 
number of advisors and a leading provider of investment programs to financial institutions, Cetera 
Financial Group provides award-winning wealth management and advisory platforms, 
comprehensive broker-dealer and registered investment adviser services, and innovative 
technology to its family of broker-dealer firms nationwide. 

Through those firms, Cetera Financial Group offers the stability of a large and well-capitalized 
broker-dealer and registered investment adviser, while serving independent and institutions-
based financial advisors in a way that is customized to their individual needs. Cetera Financial 
Group is committed to helping advisors grow their businesses and strengthen their relationships 
with their investor clients. All of Cetera Financial Group’s broker-dealer firms are members of 
FINRA/SIPC. For more information, visit ceterafinancialgroup.com. 

No independent analysis has been performed and the material should not be construed as 
investment advice.  Investment decisions should not be based on this material since the 
information contained here is a singular update, and prudent investment decisions require the 
analysis of a much broader collection of facts and context.  All information is believed to be from 
reliable sources; however, we make no representation as to its completeness or accuracy. The 
opinions expressed are as of the date published and may change without notice.  Any forward-
looking statements are based on assumptions, may not materialize, and are subject to revision. 

All economic and performance information is historical and not indicative of future results. The 
market indices discussed are unmanaged. Investors cannot directly invest in unmanaged indices.  
Please consult your financial advisor for more information. 

Additional risks are associated with international investing, such as currency fluctuations, political 
and economic instability, and differences in accounting standards. 

Affiliates and subsidiaries and/or officers and employees of Cetera Financial Group or Cetera 
firms may from time to time acquire, hold or sell a position in the securities mentioned herein. 

Erman Retirement Advisory 
3020 Old Ranch Parkway #100, Seal Beach, CA 90740 

Phone: (866) 827-5469, Phone: (562) 546-6021, Fax: (562) 596-6024 
E-mail: AskHow@ErmanRetirementAdvisory.com 

www.ErmanRetirementAdvisory.com 
 
Registered Representative offering securities through Cetera Advisor Networks LLC (doing business in CA as CFGAN 
Insurance Agency), Member FINRA/SIPC. Cetera Advisor Networks LLC and Erman Retirement Advisory are not affiliated 
companies. 
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