Portfolio Shift Commentary: July 16, 2014
It’s hard to believe the first half of 2014 is already in the books! First quarter data surprised to
the downside, with US GDP contracting nearly 3% and data out of Japan and Europe generally
trending below expectations. While the early year slump has tamed full year growth
expectations, we feel that a meaningful pick-up in growth is likely in the second half. Second
quarter US GDP growth is tracking at a 3.5% pace and second half growth is expected to run at
a 3.0% rate. Despite the ongoing threat of higher oil prices and the unresolved conflicts in Iraq
and Ukraine, we believe the global equity picture is still bullish, given the improving growth
outlook, continued policy support and reasonable valuations.
Within the equity side of the portfolio, we replaced our real estate holdings with a technology
allocation. In our opinion, the growth prospects seem much stronger with the technology sector
over the second half of the year. The technology sector has the highest projected earnings
growth rate among the 10 S&P sectors for the second quarter at 12.3 percent, its best quarter
since the first quarter of 2012 according to a Thomson Reuters poll. Nine of the 13 subindustries in the tech sector are expected to report higher earnings than a year ago.
We see the technology sector as one of the more undervalued sectors. While the Dow Jones
industrial average and the S&P 500 have hit record highs recently, the tech-heavy NASDAQ is
still more than 700 points away from its all-time intraday high on March 10, 2000, suggesting
there may be room to the upside in our opinion.
As always, we thank you all for your continued support and look forward to discussing any or
all of our thoughts at your convenience.
Best Regards,
Richard A. Funk, CFP®
Senior Vice President, Investments
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