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Third Quarter 2013 Report

Dear Valued Client:

In the Third Quarter the U.S. economy continued the pattern of the first half of the year
—modest, but uneven economic growth. Housing prices continue to increase with the Case-
Shiller 20-City Composite Home Price up 12.39% on a year to year basis through July 2013.
The Institute of Supply Management (ISM) data showed a mixed picture with the
Manufacturing Index trending up to 56.7 in September, but the Non-Manufacturing Index
trending lower. Job growth was also relatively slow with 148,000 jobs added in September,
169,000 in August and 64,000 in July.

Despite tepid economic growth, investors
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led by improving growth in overseas markets.

Small capitalization stocks continue to out-perform large capitalization stocks with the Russell
2000 up 10.2% for the quarter and 27.7% on a year to date basis. International stocks also
did well with the MSCI-EAFE Index up 11.6% in the quarter and 16.6% for the year.
Emerging markets showed signs of recovery with the MSCI Emerging Markets Index up 5.9%

in the quarter, still down 4.1% for the year to date.

Interest rates trended up slightly during the quarter with the yield on the 10-year U.S.
Treasury increasing from 2.49% on June 30 to 2.61% on September 30. Earlier in
September, the 10-year Treasury yield reached 2.99%, but ultimately fell after the Federal
Reserve announced after its September 18 meeting that it would not “taper” its purchase of
U.S. Treasury and U.S. Agency mortgage-backed securities. The Fed's decision surprised the
markets; the decline in interest rates after the Fed announcement resulted in most bond
categories achieving positive returns for the quarter. The Barclay's U.S. Aggregate was up
0.57% for the quarter, although still down 1.89% on a year to date basis. Long-term

municipals and Treasuries continue to have negative returns for the quarter and year.




Third Quarter 2013 Report (continued)
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The S&P 500 stands at 1,726 at the time of this letter, up slightly from 1,693 on Jul 15,
2013, the date of our last letter. The operating earnings of the S&P 500 companies for 2013
are expected by Standard & Poor's to be $109.67. Earnings for 2014 are expected to be
$121.73. At 1,726, the price earnings multiple is 15.7 times 2013 earnings and 14.18 times
2014. These multiples compare to a 5-year average of 12.9 times and 10-year average of 14.0
times. While we are still constructive on equities over the long term, we feel that certain stock
prices have gotten ahead of fundamentals and that we should use this opportunity to reduce

equity allocations where they are outside policy ranges.
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Important Information: Information regarding investments is for information purposes only. The views expressed
are subject to change based on market or other conditions without notice. The information should not be
construed as investment advice or a recommendation to buy or sell any security or investment product. It does not
take into account an investor's particular objectives, risk tolerance, tax status, investment horizon, or other
potential limitations. All material has been obtained from sources believed to be reliable, but the accuracy cannot
be guaranteed. Past performance is not a guide to or guarantee of future performance. An HTC portfolio could
suffer losses as well as achieve gains. Where reference is made to returns of specific indexes, returns of the indexes
also do not typically reflect the deduction of investment management fees, trading costs or other expenses. It is not
possible to invest directly in an index. Indexes are the property of their respective owners, all rights reserved.




