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We know that, depending on the time period examined, average equity returns over time have 
been somewhere between 5% - 10%.  So, for the U.S. equity markets the 2013 returns were well 
above long-term averages.  Interestingly, in the last 86 years (back to the depression) annual 
returns have only been in the 5% - 10% range in 8 of those years.  We must stay diversified and 
take comfort in our state and status as long-term investors. 
 
What about bonds?  After 13 years of annual gains, and almost “straight-up” since the early 
1980’s, the broad bond market, measured on a total return basis, fell about 2% in 2013 (Barclays 
Capital Aggregate Bond Index).  Interest rates increased a little and bond prices move inversely 
to interest rates.  Our “do no harm” mantra for the bond side of our portfolios generated small, 
but positive returns in 2013 – due to diversification of issuer class and extremely short average 
maturities. 
 
2014 looks like fun: 

 Much work in the academic community is coming to our practical world in the nature of 
investment products and portfolio management tools.  We are doing our reading and 
analysis and will be implementing modest changes throughout the coming year and 
following. 

 We have collected five years of portfolio data and will be enhancing our portfolio 
reporting as the year goes on. 

 We have told you that we intend to make some structural changes on the business side of 
TD Capital and that initiative is moving forward.  Note – we do not plan changes to the 
portfolio management or client care side of our work. 

 We will maintain concentration on our integration work and enjoy the comfort of long-
term investing.  And, as always, we will remain focused on the controllable factors of 
appropriate portfolio management: 

o Diversification 
o Provision of appropriate cash-flow 
o Tax efficiency 
o Sensitivity to the long-term effects of portfolio costs and expenses 
o Attention to client-service. 

 
We hope your holidays were warm and safe.   
 
Happy New Year! 
 
God Bless, 
 
 
Douglas Smith, cpa/pfs 


