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2014: Will this Bull Market Continue? 
2014 is here and if it’s anything like 2013, we’ll have much to cheer.  But 
after gaining over 30% in 2013, the question above is on investors’ minds.    
 

e posed this and other 
pertinent questions to Steve 
Shapiro, Chief Investment 

Officer, New Vernon Wealth Management. 
In this edition of CIO Corner Steve shares 
his market insights and general investment 
thoughts as we enter the new year.    
 

Q:  Steve, can this bull market 
continue…where do you see stocks 6 
months to a year from now? 
A: While it is difficult to forecast periods 
short of six months, I do believe that stocks 
will be higher a year from now, because of 
continued economic recovery and flows of 
funds into risk (viz. equity and equity-
related) assets.  
 

Q:  2013 was a great year for US equity 
markets.  What are your return 
expectations for 2014?  
A: Stock market returns, all things held 
equal, are a function of earnings per share 
growth over the long run.  Earnings per 
share growth for most mature companies, 
is a function of growth in the overall 
economy on a nominal basis plus an ability 
to enhance profit margins through 
productivity.  Therefore, if real GDP grows 
somewhere in the 2 to 3% range, and you 

add on inflation of 1 to 2%, you come up 
with basic earnings growth of around 3 to 
5%.   

 
 

But US companies, in particular, have 
continued to utilize technology to improve 
their efficiency and productivity, thereby 
boosting profit margins and allowing 
earnings growth to exceed economic 
growth.  And so, expected returns for 
equities of about 8% over the long run 
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seems reasonable to me.  That said, the 
market appreciated over 30% in 2013—
only a modest portion of which came from 
earnings growth.  The balance of the 
appreciation, or 2/3 to 3/4 of the nearly 
30%, stems from an expansion of the price-
earnings (P/E) multiple. This is reflective of 
abating fears among the investment 
community over an imminent financial 
calamity.   
 

 
 

So my basic view is that stocks are going 
up and I think 8% a year is fundamental.  
2013, of course, was much higher than 
that, but one cannot bet on that 
circumstance happening on an ongoing 
basis. 
 

Q: Where do investors find yield and 
income in the current low interest rate 
environment?  
A: Bonds, particularly investment grade 
bonds, are a safe and appropriate part of 
your portfolio earmarked for secure 
income. The problem is these bonds don’t 
yield enough.  One alternative to enhance 
yield is to buy high-yield bonds – but 
yields have got compressed here as well. 
Another alternative to augment yield is 
with “bond surrogates” such as high 
quality, dividend-paying stocks.  For sure, 
these are not as safe as short to mid-term 
investment grade bonds, but they can be 
used as part of the mix to enhance yield 
without taking on undue risk. 
 
Generally speaking, I believe that a 
protracted low interest rate environment 
will cause investors, and particularly 
institutions with specific future payout 
needs, such as pension funds and 
endowments, to continue to seek stable 
sources of yield wherever they can find it.  
 
Therefore, I think that a dividend based 
strategy places conservative investors in 
the sweet spot of the equity markets.  
Dividends are also an indication of a given 
company’s management’s commitment to 
a philosophy that emphasizes shareholder 
returns over growth, which is more realistic 
in today’s lower growth environment.   
 



	  
	  
	  

Q: What are some dividend income ideas 
and strategies for 2014? 
A: We are currently employing several 
dividend-focused strategies.  The first 
strategy is a basket of large cap, blue chip, 
multinational “dividend aristocrats” that 
have a long history of consistently growing 
dividends.  These companies have the 
financial wherewithal to navigate through 
difficult periods.  The second is a strategy 
of owning dividend-paying companies 
that have been traditionally seen as more 
cyclical but have not yet fully participated 
in the bull rally and are often trading below 
their historical multiples.  Finally, we also 
follow and own securities in tax-
advantaged dividend focused sectors such 
as energy Master Limited Partnerships or 
MLPs. 
 

Q: What do you think about international 
stocks? 
A: There is no question that global trade 
continues to increase every year.  And 
there is also no question that a host of 
developing nations will experience real 
economic growth that exceeds that of 
developed, mature economies like ours.  

Over the long run investors ignore these 
markets at their peril.   
 
In our managed accounts, we favor US 
corporations that have exposure to these 
growing markets because they provide 
clients easy liquidity and no foreign stock 
ownerships hassles. In some of our 
alternative investment strategies, our 
global research and portfolio management 
team specifically identifies opportunities to 
invest in global markets directly.  
 
For more information, any questions or 
comments, please contact our office at 
847.926.5700.  
 
We always look forward to hearing from you 
and being of service.   
 
It is our mission to be prudent and trusted 
stewards of our clients’ capital and manage it 
just as we do our own.    
 
© 2014. New Vernon Wealth Management, LLC. All 
Rights Reserved. 
 

 
 

 
 
  



	  
	  
	  

 
Disclaimer 
 
This document is confidential and may not be reproduced or redistributed without the prior 
written consent of New Vernon Wealth Management LLC (NV-WM). Neither the information 
nor any opinion expressed in this document constitutes an offer by NV-WM to buy or sell any 
securities or financial instruments, or to provide specific investment advice or service. The 
services, securities and financial instruments described in this document may not be suitable 
for you, and not all strategies are appropriate at all times.  Opinions expressed are only our 
current opinions or our opinions on the posting date. The opinions expressed in this 
document do not involve the rendering of personalized investment advice, but are limited to 
the dissemination of general information on products, services, and the markets.  
 
Past performance is not a guarantee or a reliable indicator of future results. All 
investments contain risk and may lose value. Therefore, no current or prospective client 
should assume that future performance of any specific investment; investment strategy or 
product made reference to directly or indirectly, will be profitable or equal past performance. 
Different types of investments involve varying degrees of risk, and there can be no assurances 
that any specific investment will either be suitable or profitable for a client’s investment 
portfolio. Investors should consult their investment professional prior to making an 
investment decision. 
 
This material contains the opinions of the manager and/or the firm and such opinions are 
subject to change without notice. This material has been distributed for informational 
purposes only and should not be considered as personalized investment advice or a 
recommendation of any particular security, strategy or investment product. Information 
contained herein has been obtained from sources believed to be reliable, but not guaranteed. 

 


