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January 27, 2014 

Our expectations for 2014 are not very much different than they were last year for 2013. 

Let me first clarify what we did not expect.  We did not expect benchmark indices for US markets to 
exceed 30% in small, mid and large cap companies. It is expectations of this sort that frequently 
accompany speculative market peaks that always prove to be unsustainable.  Fortunately the general 
outlook investors have for returns are much more modest.  

INDEX 4th Quarter 2013 Year to Date LATEST 12 MONTHS 

 % % % 
Domestic Equity 

S&P 500 Total Return 10.51 32.39 32.39 
Russell 1000 Growth  10.44 33.48 33.48 
Russell 1000 Value TR 10.01 32.53 32.53 
Dow Jones 10.22 29.65 29.65 
Russell Midcap 8.39 34.76 34.76 
Russell Midcap Growth 8.23 35.74 35.74 
Russell Midcap Value 8.56 33.46 33.46 
Russell 2000 8.72 38.82 38.82 
Russell 2000 Growth 8.17 43.30 43.30 
Russell 2000 Value 9.30 34.52 34.52 

International Equity 
MSCI ACWI ex US  4.81 15.78 15.78 

Domestic Fixed Income 
Barclays Gov/Credit Interm. Bond -0.42 -1.25 -1.25 
BofA ML 0-3 Year Treasury  0.06  0.30  0.30 
BofA ML Muni 1-3 Year  0.34  1.07  1.07 
Barclays Aggregate Bond TR  -0.75 -2.75 -2.75 
Barclays 7-10 Year Treasury Bond  -1.95 -6.04 -6.04 
Consumer Price Index  0.27  1.49  1.49 

Cash Equivalents 
Citigroup 3-Mo. Treasury Bill 0.01 0.05 0.05 

 

The confidence we have for a robust secular bull market is at least partially explained by a lack of 
conviction on the part of investors.  In other words, investors do not expect outsized returns.  When 
they become confident and eventually over confident, we will begin to be cautious. 

Recall the later 1990s when 20% returns were commonly expected and actually “earned.”  When 
expectations reach levels of ridiculousness as they were in the late 90s, we will become very skeptical.  
We have more confidence in markets that totally lack confidence like the present. 

For now we continue to believe we are in the early stages of what will prove to be a “Great Bull 
Market.” 



 

Lack of conviction is perhaps the most contrarian but positive force.  Think about what will happen 
when the general public begins to believe in a recovery? 

We believe the key tests to transitioning to a Great Bull Market include more than a few corrections and 
at least one bear market.  

As an investment professional my observations of investor and market behavior touch on six decades 
dating back to 1968.  During that time I have almost always found emotional responses of fear and 
greed to be the primary motivating action on the part of investors. Fear and greed commonly lead to 
bad buy/sell decisions. Other periods are marked by indifference and lack of confidence like the 
present market.  Eventually, following indifference and lack of confidence, the markets will gather 
broad support and eventually speculation of an infectious variety will take hold.    

In a “Great Bull Market” we should expect two or three secondary bear markets that are quickly 
followed by a resumption of the Great Bull.  For broad participation the market must endure secondary 
bear markets and a number of corrections.   

Since the beginning of the recovery in March of 2009, we experienced no bear markets and only two 
corrections between 10 and 20%.  The 16% correction in the S&P500 in 2010 was over a two-and-a-half 
month period; the 19.4% correction in 2011 was over five months.   

For the Great Bull Market to become a reality, investor confidence must become the dominating force. 

As regular readers of this letter know, Curran Investment Management has identified Five Great Bear 
Markets dating from the late 1800s.  The fifth occurred during the decade of the recent Great Recession.  
The previous four were all followed by secular bull markets or Great Bull Markets.  The outcome for 
the fifth is still in question.   

We believe history should be our guide and the recovery since 2009 is confirming our expectations. 

We continue to state we are in the early stages of a Great Bull Market.  Eventually our belief will be 
tested by numerous corrections and a few intermediate bear markets.  Each will cause doubters and 
naysayers to retreat in fear seriously believing problems will overcome the economy.  With each 
recovery confidence will rise with increasing levels of public support for the markets. 

Those of us who believe in history repeating, it is really good news.  It is our opinion there is 
extraordinary fear remaining from the Great Recession.  It may require extra time to repair investor 
psyches.  The result could allow even more time to enjoy excess returns with relatively less risk while 
confidence is being rebuilt.  It will not be easy to stay committed.  The problems facing the economy 
with their possible outcomes are overwhelming.  But it was also true of problems causing previous 
Great Bear Markets going back to the 1800s. 

We choose to believe in market history.  Most will pay more attention to the daily news.  Those 
believing in history and the long term will profit, as they always do over the long term, at the expense 
of those believing in the daily news. 



 

Curran Investment Management is grateful for your trust in us.  Kevin and I welcome your opinions 
and invite you to call us to discuss your portfolios. 

Curran Investment Management® is Defining Quality.® 

Sincerely,  

                       

Thomas J. Curran                        Kevin T. Curran, CFA   Deborah M. Lyttle 
 Chief Executive Officer             CIO & Portfolio Manager    Senior Research Analyst                              
 

This material was prepared by or obtained from sources that CIM believes to be reliable, but CIM does not guarantee its accuracy. The securities identified 
do not represent all of the securities purchased, sold or recommended and the reader should not assume that any listed security was or will be profitable. 
Market indices referenced are unmanaged and representative of large and small domestic and international stocks and bonds, each with unique risks. 
Information about them is provided to illustrate market trends and does not represent the performance of any specific investment. You cannot invest directly 
in an index. Past performance cannot guarantee future results. 

  



 

 

In the fourth quarter of 2013, the following changes were made in the portfolios we manage.  

 

 
 
 

 
 
 
 
 
 
 
 

*Trimmed, and subsequently trimmed 
 
Note: Note: The following portfolios had no changes: Mid Cap, International Equity and 
International ETF. 

Buy/Increase Sell/Decrease 

Core Growth Equity Portfolio 

Green Mountain Coffee Roaster, Inc. (GMCR) Wal-Mart Stores Inc.  (WMT) 
Baidu, Inc. (BIDU) Chipotle Mexican Grill, Inc. (CMG) 

Small Cap Portfolio 

Spirit Airlines, Inc. (SAVE) Santarus, Inc. (SNTS) 

Arctic Cat, Inc. (ACAT) PowerShares S&P SmallCap Financials 
(PSCF)* Winnebago Industries, Inc. (WGO) 

First Cash Financial Services Inc. (FCFS) Astronics Corporation (ATRO) 

Universe Top Performers Portfolio 
Grand Canyon Education, Inc. (LOPE) Neustar, Inc (NSR) 

Spirit Airlines, Inc. (SAVE) Santarus, Inc. (SNTS) 

Align Technology Inc. (ALGN) Mercadolibre, Inc. (MELI) 

Under Armour, Inc. (UA) SodaStream International Ltd. (SODA) 



 

Curran’s Method for Capital Loss Harvesting (for managed accounts) 

 Throughout the year, and especially as the end of the year approaches, we review client taxable 
accounts (i.e., other than tax-deferred accounts such as IRAs) to identify equity positions with 
substantial capital losses.   
 Typically then we sell the position in order to book the loss for income tax purposes.  
 If it is a position we want to continue to hold indefinitely, we would buy a temporary 
replacement security, that is, something similar to the original security, and hold it for 30 days.   
 After 31 days we can sell the replacement position and repurchase the original security. This is 
necessary in order to avoid the so-called IRS “wash sale” rule, which suspends the recognition of tax 
losses on securities that are sold and repurchased within 30 days. 
 The result of this loss-harvesting is to create a pool of capital losses that can be used to offset 
capital gains and other income.  By this means we minimize the amount of net capital gains on which 
taxes are due. 
 
 

 

Tax Loss Harvesting 

Sold 
Purchased Temporary 

Replacement Status 

Portfolio for Income 
PowerShares DB 3x Sht 25+ 

Trsy Bd ETN (SBND) 
Direxion Daily 20+ Yr Trsy Bear 3x 

Shrs (TMV) Reviewing 
iShares Barclays MBS 

(MBB) 
Vanguard Mortgage-Backed Sec Indx 

ETF (VMBS) Reviewing 
iShares Barclays TIPS Bond 

(TIP) 
SPDR Barclays TIPS ETF (IPE) 

Reviewing  
Growth & Income 

Rayonier Inc. REIT (RYN) iShares Russell 1000 ETF (IWB) Reviewing 


