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Interest Rates: Unexpected Drop in First Half,  
But Should Grind Higher by Year’s End 

In one of the year’s biggest surprises, interest rates fell rather than rose 

Source: Bloomberg  06/30/14.  

Change in Treasury Yields  Steepening Yield Curve in 2013…Flattening in 2014 

Source: Bloomberg  06/30/14.  
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In 2014, the global economy appears to be (mostly) moving in the right direction 

The Economy: Back on Track, But Still Slower Than Normal 

Source: Bloomberg  6/30/2014 
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Inflation: Stable to Low 

Inflation looks poised to inch up in the US, while deflation remains a risk in Europe 

Global Inflation Rates - CPI 
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Jobs Picture: Brighter, But Wage Growth a LackLuster 

If income growth remains weak, household spending is likely to remain soft 

0

1

2

3

4

5

6

1985 1990 1995 2000 2005 2010

Yo
Y 

C
ha

ng
e 

(%
) 

US Avg Hourly Earnings* US CPI Ex Food and Energy

US Wage Growth 

Source: Thomson Reuters Datastream, BlackRock Investment Institute, 5/15/14.  
* Total Private Non-Farm 

2.4 

2.0 

Unemployment Rate 

61%

62%

63%

64%

65%

66%

67%

0%

2%

4%

6%

8%

10%

12%

2004 2006 2008 2010 2012 2014

La
bo

r P
ar

tic
ip

at
io

n 
R

at
e 

(%
) 

U
ne

m
pl

oy
m

en
t R

at
e 

(%
) 

Unemployment Rate Participation Rate (RHS)

Source: Thomson Reuters Datastream, BLS, BlackRock Investment Institute, 5/15/14.  
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Fixed Income is Expensive, but may stay that way 

Stocks are no longer cheap, but opportunities exist. Selectivity is key. 

Valuation of Assets vs. 1-Year Ago 

Source: BlackRock Investment Institute (BII) and Thomson Reuters as of 6/30/14.  Valuation percentiles are based on an aggregation of standard valuation measures versus their long-
term history.  Government Bonds are 10-year benchmark issues. Equity valuations are average percentile ranks versus available history of earnings yield, cyclically adjusted earnings yield, 
trend real earnings, dividend yield, price to book, price to cash flow and forward 12-month earnings yield  
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It is important to think about the role of fixed income in your portfolio  

Choose Your Bonds Wisely 

Year to Date Performance 

Source: Thomson Reuters Datastream, BlackRock Investment Institute, 6/15/14.  YTD Total Return 
(%) shown for Barclays Capital Indices 

Yielding Little 
 Fixed Income Asset Yielding Over 4% (1999-2014) 
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Questions 
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  iShares® ETFs and BlackRock® mutual funds are managed by BlackRock Asset Management Canada Limited.  Commissions, trailing 
commissions, management fees and expenses all may be associated with investing in the funds.  Please read the relevant prospectus 
before investing.  The funds are not guaranteed, their values change frequently and past performance may not be repeated.  Tax, 
investment and all other decisions should be made, as appropriate, only with guidance from a qualified professional.    Index returns are for 
illustrative purposes only.  Index performance returns do not reflect any management fees, transaction costs or expenses. Indexes are 
unmanaged and one cannot invest directly in an index. Past performance does not guarantee future results. 

The opinions expressed are as of July 2014 and may change as subsequent conditions vary. The information and opinions contained in 
this material are derived from proprietary and non-proprietary sources deemed by BlackRock to be reliable, are not necessarily all inclusive 
and are not guaranteed as to accuracy. There is no guarantee that any forecasts made will come to pass. Any investments named within 
this material may not necessarily be held in any accounts managed by BlackRock. Reliance upon information in this material is at the sole 
discretion of the reader. Past performance is no guarantee of future results.  
 

 
©2014 BlackRock Asset Management Canada Limited. All Rights Reserved. BLACKROCK, iSHARES, SO WHAT DO I DO WITH MY 
MONEY, INVESTING FOR A NEW WORLD and BUILT FOR THESE TIMES are registered trademarks of BlackRock, Inc. or its 
subsidiaries in the United States and elsewhere. All other trademarks are those of their respective owners.  iSC-1363-0914 

Proprietary and Confidential: This material may not be distributed beyond its intended audience.  
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