
Peter’s Weekly Market Analysis 
July 28, 2014 

 
Commentary At-a-Glance 

 
 Mixed summer trading last week on earnings results. 

 Israel remains on the offensive in Gaza; Russia continues to deny involvement. 

 Earnings season is getting better and worse at the same time. 

 Economic news releases in aggregate came in better than market expectations. 

 
 
Market Wrap-Up 

 
Last week saw two of the three major indexes move higher and one move lower. Volume overall last 
week was weak with the best volume being seen on the NASDAQ, primarily due to earnings results and 
investors’ reactions to a few key companies such as Amazon. Technically, there was only one change 
last week and it was negative for the Dow. Below are my standard charts with the key indexes 
represented by the green lines and the most recent trading channels or resistance levels on the three 
major indexes represented by the red lines: 
 

 
 

 



Last week saw the continuation of the choppy market we have been seeing for the past few months as the 
markets struggled for direction. Both the S&P 500 (upper left pane above) and the NASDAQ (lower left pane 
above) failed to make a run at their respective resistance levels. At this point the resistance levels are 
starting to be significantly higher than the current trading level, which 
means it would take even more of a surprise to the upside for the 
indexes to make it back above this key level. The Dow (upper right 
pane), however, did see a change last week and it was a breakdown of 
the index, falling below a key level of support. While breaking through 
to the downside is technically bad, the index did manage to stay very 
close to the support level, thus giving it a good chance to make it back 
into the trading range, as long as the index starts to move up in the 
next few trading days. With the breakdown of the Dow, it now looks like 
we are in for sideways movement at best and possibly even a bit of a 
downward move on the three major indexes through the remainder of 
the summer. If we do see a downward move it will likely be short lived 
and not very sharp as the VIX (lower right pane above) appears to only 
be pricing in a move of less than four percent in the next 30 days. The biggest potential catalysts for such a 
move will likely be a geopolitical event that is not on anyone’s radar or news that is totally unexpected out of 
the US Federal Reserve.  
 

 

International News 

 
International news last week lacked any major new developments in 
both geopolitical hot spots: Ukraine and Israel. In Ukraine, Russia 
continues to deny any involvement in the shooting down of Malaysian 
Air flight 17.  This proclamation occurs despite several images and 
even video of a BUK mobile missile launcher being moved around the 
rebel strong hold area. The video shows a launcher on a flat bed truck 
with one of the four missiles missing from the launcher pod; the truck 
was heading toward the Russian border. No matter who shot down the 
plane, it seems pretty clear that they were not trying to bring down a civilian airplane and mistook the plane 
for a military transport aircraft. Another development in the situation is that the international community has 
agreed to come down harder on Russia with various sanctions. So far, past sanctions have done very little 
to hamper Putin’s plans. The other major international news items of the week last week revolved around 
Israel. 
 
Israel continues to launch their ground offensive against Hamas in Gaza, with both sides continuing to fight 
while members of the international community try quickly to cobble together a cease fire. Cease fires have 
been in place and broken several times over the past few days as Hamas demands that a border crossing 
be opened and Israel expresses no intention of conceding. At this point there is little direct market 
movement that can be attributed to the fighting in Gaza, but the most likely mover would be oil as investors 
may fear the spread of violence in the region. 
 
 

National News 

 
National news last week was focused on second quarter earnings results as we are in the middle of summer 
with very little occurring on the political front. Earnings have been having a very noticeable impact on the 
direction of the market as several of the bellwether companies in various industries have pushed around the 
indexes. 

 

Q2 2014 Earnings Releases 
 
Last week was the second busiest week of the earnings season, exceeded only by this coming week in 
terms of number of companies announcing earnings. Below is a table of the better-known companies 
that released earnings last week and the amount by which they either exceeded or fell short of 
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expectations. As you can see it was a pretty mixed bag of results last week. Negative earnings surprises 
are highlighted in red while positive surprises in excess of 10 percent are highlighted in green: 

 

3M 0% Eli Lilly and 3% Northrop Grumman -7% 

Allegheny Technologies 250% Ethan Allen Interiors 19% O'Reilly Automotive 3% 

Amazon.com -108% Facebook 15% PepsiCo 7% 

American Airlines Group 2% First Bancorp 200% PulteGroup -4% 

AmerisourceBergen 10% Ford Motor 8% Raytheon -11% 

Apple 5% Freeport-McMoRan 18% Rent-A-Center 0% 

Aptargroup -4% General Dynamics 7% Simon Property Group 1% 

AT&T -2% General Motors -26% 
Six Flags 
Entertainment 

0% 

Barnes Group 0% Genuine Parts 2% Skechers USA 66% 

Boeing 20% Gilead Sciences 44% Southwest Airlines 15% 

Broadcom 10% Halliburton -1% Starbucks 2% 

Brown & Brown -7% Hanesbrands 14% Starwood Hotels 1% 

Cabela's 20% Harley-Davidson 11% Texas Instruments 5% 

Caterpillar 12% Hershey 0% Coca-Cola 2% 

Chipotle Mexican Grill 15% Ingersoll-Rand PLC 2% Travelers Companies -6% 

Chubb -11% Kimberly-Clark 0% Under Armour 0% 

Comcast 4% Lexmark International 8% Union Pacific 1% 

D.R. Horton -35% Lockheed Martin 4% United Technologies 3% 

Domino's Pizza 3% Manpower Group 2% 
Verizon 
Communications 

1% 

Dow Chemical 3% Marriott Worldwide 16% Visa 4% 

Dr Pepper Snapple Group 15% McDonald's -2% Whirlpool -9% 

E*TRADE Financial 4% Microsoft -3% Wyndham Worldwide 3% 

Electronic Arts 177% Netflix 1% Xerox 4% 

 
 
According to Factset Research we have now seen 46 percent of the component companies of the S&P 500 
release their second quarter 2014 earnings figures and so far things are looking pretty good. When looking 
at the companies that have released earnings, 76 percent of them have 
released earnings that met or exceeded analyst expectations, while 24 
percent have missed expectations. This is better than the average level of 
the past one- and four-year averages, in which 72 percent beat 
expectations. Revenues of the companies that have released earnings 
have weakened since last week with only 67 percent beating estimates 
while 23 percent have missed. Going into last week, 72 percent were 
beating revenues estimates. According to Factset, healthcare remains the 
top performance sector of the market when looking at both earnings and 
revenue beats for the second quarter of 2014.  
 
This week is the busiest week of the second quarter earnings season with 
more than 1,500 companies announcing earnings, including several 
industry bellwethers that could move the markets. Below is a table of the 
better known companies announcing earnings with the potentially most impactful releases highlighted in 
green: 
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3D Systems  Hilton Worldwide  Public Storage 

Aetna  Humana  Rayonier 

Aflac  Hyatt Hotels  Southern 

Allstate  International Paper  Spirit Airlines 

American Express  Iron Mountain  Sturm Ruger 

Arrow Electronics  J&J Snack Foods  Tesla Motors 

Arthur J. Gallagher  Kellogg  The Goodyear Tire & Rubber 

Big 5 Sporting Goods  Kraft Foods Group  Time Warner Cable 

Booz Allen Hamilton  L-3 Communications  T-Mobile US 

BorgWarner  Level 3 Communications  Trulia 

Burger King   LinkedIn  Twitter 

CBRE Group  Manitowoc Company  Tyson Foods 

Chevron  Marriott International  United Parcel Service 

Clorox  MasterCard  United States Steel 

Coach  Merck & Co  Waste Management 

Colgate-Palmolive  Newmont Mining  WellPoint 

ConocoPhillips  Oshkosh  Western Digital 

Denny's  Owens & Minor  Western Union 

Equity Residential  PACCAR  Weyerhaeuser 

Expedia  Panera Bread  Whole Foods Market 

Exxon Mobil  Pfizer  World Wrestling Entertainment 

Hertz Global  Phillips 66  Wynn Resorts Ltd 

Hess  Procter & Gamble  Xcel Energy 

 
 
The market will closely watch both MasterCard and American Express this week. As they process so many 
transactions across different sectors of the market, their data is sometimes the best data on the number of 
transactions US consumers make during a given period of time. UPS could also be an interesting company 
to watch this week as the shipment of packages is another sign of the economic times we find ourselves 
living in.  

 

 

Market Statistics 

 

Equities  
 
Last week saw all three of the major US indexes move higher, despite the situation in Ukraine and in 
Israel: 

Index Change Volume 

NASDAQ 0.39% average 

S&P 500 0.01% - 

Dow -0.82% -- 

 
 
Much like the overall movement in the markets last week being driven by earnings announcements, volume 
was also primarily driven by the announcements. For example, on Friday Amazon was hammered for its 
quarterly results and became a major driving force behind the NASDAQ weekly volume moving up to 



average. Prior to Amazon’s move on Friday, volume on the NASDAQ was running below average for the 
week.  
 
When looking at sectors, the following were the top 5 and bottom 5 performers over the course of the 
previous week: 
 

Top 5 Sectors Change  Bottom 5 Sectors Change 

Broker Dealers  1.49%  Semiconductors -4.73% 

Biotechnology 1.47%  Aerospace & Defense -2.11% 

Medical Devices  1.16%  Home Construction -1.74% 

Oil&Gas Exploration  0.87%  Insurance -1.21% 

Regional Banks  0.86%  Consumer Staples -0.98% 

 

Fixed Income  

Fixed-income investments were mixed last week as investors continue to try to guess exactly when the Fed 
will raise interest rates in 2015: 

Fixed Income Change 

Long (20+ years) 1.00% 

Middle (7-10 years) 0.13% 

Short (less than 1 year) -0.10% 

TIPS 0.34% 

 
In currencies, the US dollar was up 0.65 percent against a basket of international currencies. The Australian 
dollar was the strongest of the global currencies as it gained 0.06 percent against the US dollar. 
 

Commodities 

Commodities were mixed last week as most metals lost ground while oil and other commodities gained: 

Metals Change 

Gold -0.27% 

Silver -0.75% 

Copper 1.85% 

 

Commodities Change 

Oil 0.41% 

Livestock -0.34% 

Grains -0.56% 

Agriculture 1.37% 

 
The overall Goldman Sachs Commodity Index gained 0.46 percent for the week last week, while the Dow 
Jones UBS Commodity Index advanced by 0.10 percent. After such a wild week in commodities two weeks 
ago with the escalation in Ukraine, last week was a gladly accepted slow week for global commodity trading. 
Industrial numbers out of China helped push Copper to a nice weekly gain and the continuing drought in 
California started to be seen again in various agricultural commodities.  
 

International Performance 

Last week saw primarily positive performance when looking at the global financial markets with both 
emerging and developed markets experiencing gains. The best performance last week was found in China 
with the Shanghai based Se Composite Index gaining 3.28 percent. With the crash in Ukraine still making 
international headlines it was not surprising to see that Russia saw the worst performance of the week last 
week, dropping by 2.92 percent.  

.  



Volatility 

The VIX had an interesting week following the spike on the downed plane in Ukraine, as it started the week 
moving lower only to spike upward on Friday on poor earnings announcements from a few key companies. 
At the current level of 12.69 the VIX is implying a move of about 3.67 percent over the next 30 days on the 
S&P 500. As always the direction of the move is unknown. 

Performance 

For the trading week ending on 7/25/2014, returns in FSI’s hypothetical models* (net of a 1% annual 
management fee) were as follows: 

 Last Week Year to Date 

Aggressive Model -0.75 % 1.09 % 

Aggressive Benchmark 0.32 % 4.97 % 

Growth Model -0.65 % 2.36 % 

Growth Benchmark 0.26 % 3.92 % 

Moderate Model -0.59 % 3.49 % 

Moderate Benchmark 0.19 % 2.84 % 

Income Model -0.54 % 4.21 % 

Income Benchmark 0.09 % 1.50 % 

 
*Model performance does not represent any specific account performance but rather a model of holdings based on risk 
levels that are like our actual holdings, the hypothetical models are rebalanced daily to model targets. 

 
We made no changes to any of our models over the course of the week. We continue to watch various 
sectors of the market for potential investment. Currently, the highest rated sectors of the market that we do 
not have exposure to are Biotechnology and Healthcare. Both Biotechnology and Healthcare look a little 
expensive at the current time, but the recent trend has been for declining prices in both sectors, so it is 
moving toward our purchase price valuation. 

 

 

Economic News 

 
Week in Review 
 
Last week was a pretty slow week for economic news releases, but one of the more watched releases of 
the week did surprise to the upside. Below is a table of the releases with the ones that missed 
significantly highlighted in red (there were none) while the one that significantly beat expectations is 
highlighted in green: 



 

Economic 

Impact 
Date 

Economic News 

Release 
Date Range Actual Expectation 

Neutral 7/22/2014 CPI June 2014 0.30% 0.30% 

Neutral 7/22/2014 Core CPI June 2014 0.10% 0.20% 

Neutral 7/22/2014 Existing Home Sales June 2014 5.04M 5.00M 

Neutral 7/24/2014 Initial Claims Previous Week 284K 308K 

Neutral 7/24/2014 Continuing Claims Previous Week 2500K 2533K 

Slightly Negative 7/24/2014 New Home Sales June 2014 406K 475K 

Positive 7/25/2014 Durable Orders June 2014 0.70% 0.30% 

Neutral 7/25/2014 
Durable Goods -ex 

transportation 
June 2014 0.80% 0.70% 

Data for table from Econoday.com, Bloomberg and Yahoo Finance 

 
 
Last week started out on Tuesday with the Consumer Price Index (CPI) indicating that prices at the 
consumer level during the month of June remained pretty flat; core prices (CPI minus food and energy) also 
remained very benign. On Thursday the standard weekly unemployment figures were released and came in 
better than expected on both initial and continuing jobless claims, with initial jobless claims falling to their 
lowest level since February of 2006, well before the financial downturn of 2008. The positive news on initial 
jobless claims, however, was slightly dampened by the dismal number that came out on the new home 
sales figure released later during the day on Thursday, which showed home sales falling much more than 
expected. On Friday durable goods orders for the month of June surprised the market, coming in more than 
double the expected growth rate. When transportation was removed from the equation, however, the figure 
for orders was much closer to expectations. 
 

Upcoming Releases 
 
This week the focus will be on the American consumer and employment, with several economic news 
releases that could really drive the market movements. The economic news releases that are potentially 
the most impactful are highlighted in green: 
 
 

Date Release Release Range Market Expectation 

7/28/2014 Pending Home Sales June 2014 -0.80% 

7/29/2014 Case-Shiller 20-city Index May 2014 10.00% 

7/29/2014 Consumer Confidence July 2014 85.6 

7/30/2014 ADP Employment Change July 2014 215K 

7/30/2014 GDP-Adv. Q2 2014 3.20% 

7/31/2014 Initial Claims Previous Week 310K 

7/31/2014 Continuing Claims Previous Week 2525K 

7/31/2014 Chicago PMI July 2014 61.8 

8/1/2014 Nonfarm Payrolls July 2014 220K 

8/1/2014 Nonfarm Private Payrolls July 2014 225K 

8/1/2014 Unemployment Rate July 2014 6.10% 

8/1/2014 Personal Income June 2014 0.40% 

8/1/2014 Personal Spending June 2014 0.40% 

8/1/2014 PCE Prices - Core June 2014 0.20% 

8/1/2014 
University of Michigan 

Consumer Sentiment Index 
July 2014 82 

8/1/2014 ISM Index July 2014 55.9 

Data for table from Econoday.com, Bloomberg and Yahoo Finance 

http://biz.yahoo.com/c/terms/durord.html


 
This week kicks off on Monday with the release of pending home sales for the month of June and after the 
dismal new home sale figure last week the market may be watching this release pretty close. On Tuesday 
the first of the major releases of the week is released, that being the consumer confidence index for the 
month of July, which is expected to show little change over the level seen during June. On Wednesday the 
first of the employment figures of the week is set to be released with the ADP employment change figure for 
July, which is expected to show the addition of 215,000 new jobs during July. Also released on Wednesday 
is the potentially most impactful economic news release of the week, that being the advanced GDP estimate 
for the US economy during the second quarter of 2014. This release is the first release since the downright 
dismal number for the end o the first quarter, which you may remember came in at -2.9 percent. 
Expectations of a 3.2 percent GDP print seem a little high as it would represent a full 6 percent swing in 
GDP during just one quarter. From the data points that came out throughout the quarter, this big of a swing 
just does not seem likely. Thursday will be a pretty slow day unless the initial jobless claims figure manages 
to print below 300,000 for the second week in a row, but that is not the expectation of Wall Street and seems 
pretty unlikely. Friday is a very busy day for economic news releases with the government releasing the 
official unemployment rate in the US during the month of July as well as the nonfarm public and private 
payroll figures. The unemployment rate in the US is expected to have remained the same at 6.1 percent, but 
it would not be surprising to see a tenth of a percent change either way in the figure. As is always the case, 
watch the participation rate and payroll numbers for a more accurate look into the real state of the US 
unemployment rate. Likely to be largely ignored on Friday is public spending and income for the month of 
June, which are both expected to show a small increase of 0.4 percent. Later during the day on Friday the 
University of Michigan’s Consumer Sentiment Index for the month of July (final print) is expected to print a 
reading of 82, which is a slight increase over the June figure. Wrapping up the week on Friday will be the 
release of the ISM index for the month of July. Expectations are for a reading of 55.9, but this seems very 
low given the blow out figures we saw two weeks ago out of both New York and Philly. With all of these 
releases plus earnings this week we could see a very choppy and exciting market. 
 
 
Have a great week! 
Peter Johnson 
 
“A referral from a client is a tremendous compliment and a huge responsibility that can never be taken 
lightly” 
 
If you would like to unsubscribe to this weekly commentary just let me know. 
 


