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Market Week: February 10, 2014
The Markets
Despite a dizzying 326-point loss for the Dow on Monday after disappointing reports on both U.S. and
Chinese manufacturing, domestic equities indices largely managed to rebound on high trading volumes.
The S&P 500 finally saw its first positive week following three straight weekly losses. Unfortunately, the
small caps of the Russell 2000 didn't share in the bounce.

Market/Index 2013 Close Prior Week As of 2/7 Weekly Change YTD Change

DJIA 16576.66 15698.85 15794.08 .61% -4.72%

Nasdaq 4176.59 4103.88 4125.86 .54% -1.21%

S&P 500 1848.36 1782.59 1797.02 .81% -2.78%

Russell 2000 1163.64 1130.88 1116.55 -1.27% -4.05%

Global Dow 2484.10 2389.81 2406.27 .69% -3.13%

Fed. Funds .25% .25% .25% 0 bps 0 bps

10-year
Treasuries

3.04% 2.67% 2.71% 4 bps -33 bps

Chart reflects price changes, not total return. Because it does not include dividends or splits, it should not
be used to benchmark performance of specific investments.

Last Week's Headlines
• The 113,000 new jobs added to the U.S. economy in January barely nudged the unemployment rate

down 0.1% to 6.6%. Meanwhile, the labor force participation rate rose slightly to 63%, and the number of
long-term unemployed fell by 232,000 during the month.

• U.S. manufacturers saw substantially slower growth in January as the Institute for Supply Management's
gauge fell 5.2% from December's 56.5%. Though the 51.3% reading represents the eighth straight
month of expansion, it's only 1.4% away from actual contraction, and the ISM survey also showed new
orders falling a significant 13.2% to 51.2%. Meanwhile, the 50.5% reading on China's official
manufacturing index was more or less in line with an earlier report of contraction there.

• The ISM's measure of non-manufacturing activity fared better than the manufacturing sector. January's
1% increase to 54% represented the 48th straight month of expansion, and new orders for the month
increased by half a percent.

• Led by the residential market, construction spending was up 0.1% in December. The Commerce
Department said the 2.6% gain for the month in private residential construction resulted in the biggest
annualized increase since June 2008. Construction of single-family homes was even better, rising 3.4%
for the month and 21.6% from the previous December. By contrast, commercial and government
construction were both down.

• A 9.7% drop in transportation-related orders accounted for a large portion of the 1.5% decline in factory
orders for U.S. manufacturers in December, according to the Commerce Department. However, the $2.3
trillion worth of U.S. exports in 2013 set a new record for the fourth straight year.
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• Labor productivity rose at an annualized rate of 3.2% during Q4 2013, according to the Bureau of Labor
Statistics, as output rose 4.9% and the number of hours worked was up 1.7%.

• Bill Gates stepped down as Microsoft's chairman to take a more active role as a technology advisor to
the company, while longtime executive Satya Nadella will become the company's third CEO.

• Both Standard & Poor's and Moody's cut Puerto Rico's bond rating to junk status, citing concerns about
the U.S. territory's ability to tap capital markets. S&P also reaffirmed Turkey's BB+ rating but cut its
outlook to negative, indicating the likelihood of further downgrades.

• The Congressional Budget Office forecast that the U.S. budget deficit is on track to fall to 3% of gross
domestic product this year--close to the average for the last 40 years--and to 2.6% of GDP in 2015.
However, after that, it will start rising again because of the aging population, federal subsidies for health
insurance, rising health-care costs, and higher interest on federal debt. The 3% projected increase in
GDP through Q4 2014 would be the largest rise in almost a decade, though the CBO continued to warn
about the size of the federal debt (74% of GDP by the end of 2014). The CBO report also forecast that
unemployment will remain above 6% until late 2016. Labor force participation could fall by the equivalent
of 2 million jobs in 2017 as a result of the Affordable Care Act, "almost entirely [because of] a net decline
in the amount of labor that workers choose to supply, rather than from a net drop in businesses' demand
for labor." However, the report said that figure will depend on how many people obtain subsidized health
insurance through exchanges.

• The European Central Bank kept its key interest rate at 0.25% for the third straight month despite
concerns that without increased monetary stimulus, inflation that has been below 1% in the region for
several months could turn into deflation.

Eye on the Week Ahead
Investors will have to determine whether the retail sales to be reported on Thursday were affected by
January's severe weather across much of the country. New Fed Chair Janet Yellen's testimony before
Congress also will be watched.

Data sources: Economic: Based on data from U.S. Bureau of Labor Statistics (unemployment, inflation);
U.S. Department of Commerce (GDP, corporate profits, retail sales, housing); S&P/Case-Shiller 20-City
Composite Index (home prices); Institute for Supply Management (manufacturing/services). Performance:
Based on data reported in WSJ Market Data Center (indexes); U.S. Treasury (Treasury yields); U.S.
Energy Information Administration/Bloomberg.com Market Data (oil spot price, WTI Cushing, OK);
www.goldprice.org (spot gold/silver); Oanda/FX Street (currency exchange rates). All information is based
on sources deemed reliable, but no warranty or guarantee is made as to its accuracy or completeness.
Neither the information nor any opinion expressed herein constitutes a solicitation for the purchase or sale
of any securities, and should not be relied on as financial advice. Past performance is no guarantee of
future results.

The Dow Jones Industrial Average (DJIA) is a price-weighted index composed of 30 widely traded
blue-chip U.S. common stocks. The S&P 500 is a market-cap weighted index composed of the common
stocks of 500 leading companies in leading industries of the U.S. economy. The NASDAQ Composite Index
is a market-value weighted index of all common stocks listed on the NASDAQ stock exchange. The Russell
2000 is a market-cap weighted index composed of 2,000 U.S. small-cap common stocks. The Global Dow
is an equally weighted index of 150 widely traded blue-chip common stocks worldwide. Market indices
listed are unmanaged and are not available for direct investment.

Key Dates/Data Releases

2/13: Retail sales

2/14: Industrial production

IMPORTANT DISCLOSURES

Lumina Financial Consultants, LLC does not provide legal advice. The information presented here is not
specific to any individual's personal circumstances. To the extent that this material concerns tax matters, it
is not intended or written to be used, and cannot be used, by a taxpayer for the purpose of avoiding
penalties that may be imposed by law. Each taxpayer should seek independent advice from a tax
professional based on his or her individual circumstances. These materials are provided for general
information and educational purposes based upon publicly available information from sources believed to
be reliable—we cannot assure the accuracy or completeness of these materials. The information in these
materials may change at any time and without notice.
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