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Commentary At-a-Glance 

 
 Markets rallied around the world on the heels of positive geopolitical developments. 

 Greece and Ukraine—problems solved? 

 Earnings season is now more than three quarters behind us and still looking strong. 

 Poor retail sales figures for January continue to cause concerns about the US economy. 

 
 
Market Wrap-Up 

 
Breakout! Last week the NASDAQ managed to breakout to the upside of its channel, a level of technical 
resistance that had been in place for more than three months. The index has now moved to within 110 
points of breaking above the 5,000 level, something that has not been done since the year 2000. The 
charts below are of the three major US indexes in green with their respective trading channels drawn by 
the red lines. The VIX (lower right pane below) is drawn with the index in green and the one year 
average level of the VIX drawn with the red line: 
 

 
 

 



As you can see in the above charts, all three of the major US indexes moved nicely higher last week as 
progress was made in several of the key geopolitical hotspots around the world. In terms of technical 
strength, the NASDAQ is now far and away the strongest of the three major indexes as it broke and closed 
above its most recent resistance level. While the technicals for the S&P 500 and the Dow were not nearly as 
exciting as the NASDAQ, both indexes also turned in a good week. The S&P 500 managed to break back 
into its most recent trading channel and move up toward the middle of the channel, making the index the 
second strongest of the three. The Dow was the laggard, as you would 
expect in a week that saw such a “risk on” trade occur, but even the 
Dow had a positive development. The Dow last week managed to 
move back into its most recent trading channel; even if it just barely 
managed to do so, it still made it. At this point it looks like the markets 
could be positioned to move higher, but all of their recent moves hinge 
on two main developments: the bailout situation in Greece and the 
cease-fire achieved in Russia over the weekend, both of which are 
looked at more closely in the international news section below. While 
all of the equity markets were moving higher last week, the VIX, as 
expected, moved in the opposite direction as investors became less 
worried about volatility in the markets and more concerned about not 
being in the markets to participate in the most recent rally. The VIX has 
now ended its heightened volatility level and is at the lowest point we have seen so far during 2015. It would 
be nice to see a period in which the VIX does not spike higher, as it has three times this year, but with 
uncertainty still on the horizon it would not be surprising to see the VIX start to rise yet again. So where 
could the markets go from here? 
 
Most likely the markets will continue to move in a very wide trading range, as there have been very few 
structural changes in any of the issues that led to the most recent round of volatility. Europe is still not 
competitive and the strong country or countries, however you look at it, are still carrying the deadweight of 
smaller, less economically meaningful countries. In Ukraine, the situation looks okay for now, but that does 
not mean Russian President Putin will not coming roaring back in with guns blazing at the slightest report 
that “Russian” speaking people need to be saved from the Ukrainian government. Both the S&P 500 and the 
Dow still have room to move higher and remain in their respective trading ranges. The NASDAQ, however, 
broke well above its most recent trading range and does not look to be headed back lower, at least for now. 
Oil will also remain one of the key drivers of market performance over the coming weeks as prices at the 
pump have been slowly increasing as oil prices on the global markets have also been increasing. It does not 
look or feel like the volatility is over in this market, but rather that it is just taking a break and consolidating 
before moving ahead once again. This ebb and flow of investments is exactly the type of market where 
active investment management helps overall portfolio risk and returns. In a market that is chopping like this 
one, it is imperative to have something in place to protect yourself on the downside so that you do not give 
up all of your gains, while at the same time having a strategy that is nimble enough to adjust to changing 
market environments. 

 
 

National News 

 
National news last week was very slow with many politicians 
seemingly taking the week off for the upcoming holiday weekend. The 
biggest piece of news last week aside from earnings season is the fact 
that the Keystone XL pipeline bill has now passed both the US House 
of Representatives and the Senate and is now on the President’s desk 
awaiting either his signature or his veto. The support for the measure 
was bipartisan with nearly all republicans and a number of democrats 
voting in favor of the measure. If the President vetoes the bill it will be 
sent back to Congress where a two-third vote in both the Senate and 
the House is needed to override the President’s veto. If the bill were to 
be sent back right now it looks like there would only need to be 4 more 
votes in the Senate in favor of the measure coming from the democratic side of the aisle to get to the two 
thirds majority. In the House it looks like it could be a little more of stretch to get the votes to override the 
veto as 12 more votes are needed to get it passed by a two thirds majority. While it is unlikely to garner the 
votes it needs to override a veto this time around, it seems something will be created over the next few 
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iterations of the bill that will have enough support behind it to pass the bill. One of the driving factors for 
passing the bill may be public fear as another train carrying oil derailed and exploded over the weekend. 
While the horse trading is going on in Washington DC, earnings season continues to roll ahead for the rest 
of the US and it is shaping up to be a pretty good fourth quarter earnings season.  

 

Q4 2014 Earnings Releases 
 
Last week was a very busy week for earnings releases as there were many household names that 
released earnings with a very wide mix of positive and negative results being shown. Below is a table of 
the better known companies that released earnings last week with earnings that missed expectations 
highlighted in red, while earnings that beat expectations by more than 10 percent are highlighted in 
green: 
 

Advance Auto Parts 4% J M Smucker 3% Spirit Airlines 4% 

AOL 42% Kellogg -7% Tesla Motors -420% 

BorgWarner 0% Kraft Foods 16% Time Warner 4% 

Cabela's -18% Martin Marietta Materials 16% Trulia pushed 

Cisco Systems 11% Metlife 1% VF Corp -1% 

Coca-Cola 5% Molson Coors Brewing -18% Waste Connections 4% 

CVS Health 0% Mondelez International 9% Western Union 24% 

Dean Foods -20% Panera Bread 3% Whole Foods Market 2% 

Flowers Foods 18% PepsiCo 4% Wisconsin Energy -2% 

Groupon 200% Red Robin Burgers -4% Wyndham Worldwide 5% 

Hasbro 0% Scripps Networks 9% Zillow -67% 

 
According to Factset Research, we have now seen 391 (78 percent) of the S&P 500 companies release 
their results for the fourth quarter of 2014. Of the 391 that have released, 77 percent have met or beaten 
earnings estimates (this is down 1 percent from two weeks ago), while 23 percent have fallen short of 
expectations. When looking at the revenue of the companies that have reported, 58 percent of the 
companies have beaten estimates (down 1 percent from two weeks ago), while 42 percent have fallen short. 
As we cross over the three quarters mark on earnings season, we are now almost exactly at the levels seen 
for the third quarter of 2014 as far as the number of companies beating estimates on both earnings and 
revenues. One big change this quarter is that the future guidance has been slowly coming down. So far 63 
companies have revised their earnings expectations lower for the first quarter of 2015 and only 11 
companies have issued positive guidance for Q1 2015. Much of the negative outlooks are coming from the 
energy sector, but the strong US dollar has also been playing into the numbers for large multinational 
companies that have to sell goods abroad in foreign currencies.  
 
The focus of this week’s earnings releases will be the leisure industry as many of the large hotel chains 
release their earnings. Below is a table of the better known companies that will releases their earnings 
this week, with the releases that have the most potential to impact the markets highlighted in green: 
 

Agilent Technologies  Hyatt Hotels  Nordstrom 

Avis Budget Group  Iron Mountain  Owens & Minor 

Barnes Group  Jack In The Box  Parker Drilling 

Bloomin' Brands  La-Z-Boy  Public Storage 

Deere & Co  Marathon Oil  Teekay 

Denny's  Marriott International  T-Mobile 

EchoStar  Medtronic  Trulia 

Flowserve  MGM Resorts  Vornado Realty 

Genuine Parts  Noble Energy  Wal-Mart Stores 

Goodyear Tire & Rubber  Noodles & Co  Wyndham Worldwide 

 



This week will focus on the releases of three very large hotel operators: Hyatt, Marriott and MGM. Consumer 
spending normally includes a healthy amount of money being spent on leisure activities such as traveling 
and vacations. With such a global footprint, Hyatt and Marriott are in a unique position to see very early on 
the spending patterns of a large group of people around the world and to determine if they are spending 
more or less on leisure and vacations. The release of Wal-Mart earnings is always a big release as Wall 
Street looks to the retailer for guidance on the whole discount shopper and shopping experience. While 
many people dislike Wal-Mart, its dominance of the discount retail space in the US is hard to argue with. I 
am looking for any guidance about an increase in spending that Wal-Mart is seeing due to the declining 
prices in oil that resulted in savings at the pump. Wal-Mart would be one of the first retailers to see such a 
change and will likely comment about it in the quarterly release. One other major thing to watch for in the 
release is the holiday sales figures and how well the retailer did in capturing the very coveted holiday 
shoppers. If Wal-Mart saw sales declining across the board it could prove to be an early warning sign for the 
US economy as a whole as we have been seeing very confident consumers choose to hold onto their 
money rather than spend it. 
 

 

International News 

 
International news last week focused on the same two topics it has been focusing on for the past few 
months: the situation in Greece and the situation in Ukraine. Greece is inching ever closer to the drop dead 
date for a deal on its debt, as a major payment is due in a few short weeks and Greece does not currently 
have the funds to make the payment without receiving further bailout funds. These would be the same 
bailout funds Greece has said in the past it will refuse to take. Last week 
there was a meeting of the finance ministers of Europe at which they 
were supposed to agree to either save Greece or let it go; in the end 
there were no major announcements out of the meeting. Germany is still 
pounding the table, not wanting to make any changes to existing debts 
or austerity programs for Greece. As the paymaster for Europe its voice 
has to be listened too. The odds are now up to 50/50 as to whether 
Greece will be forced off the Euro and default on its debt in the next 6 
months. This is a massive change from the almost zero chance of said 
actions just a few short months ago. It seems there are still a few 
chapters in this story that need to be written before we know the actual 
outcome of the situation. The other situation that made headlines last 
week and affected the global financial markets was the situation in 
Ukraine. 
 
Yet another cease-fire has been agreed to between Russia, the rebels and the Ukrainian government. This 
cease-fire is much like the one agreed to back in October and has many of the same points, but for some 
reason people think this one may actually work. The proposal draws up a demilitarization zone and calls for 
the withdrawal of troops by both sides from the zone. It also calls for the eastern region to be more 
autonomous from the government in Kiev and calls for the withdrawal on both sides of the heavy weaponry 
that is currently being used. It seems odd, however, that Russia would back down to international demands 
at this point and give in on the situation in Ukraine. The price of oil has been moving higher over the past 
few weeks and the rebels/Russians have been making pretty significant strides into eastern Ukraine. To 
fight all this time and then just pack up and go back home does not seem like something Russian President 
Putin would do, especially with the amount of public support he has received for taking the actions in 
Ukraine. This is more likely just a stall tactic by Russia or an attempt to get the Ukrainian military to withdraw 
slightly so that it is easier for the Russians to take new land. Also, while the cease-fire is technically in place 
there has still been a lot of fighting around a few key cities that are transportation hubs for all of eastern 
Ukraine—so it is not as peaceful as some may think a cease-fire should be. 
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Market Statistics 

 

Equities  
 

Index Change Volume 

NASDAQ 3.15% Average 

S&P 500 2.02% Average 

Dow 1.09% Average 

 
The three major indexes in the US have advanced two weeks in a row. Much of the advance seems to 
be on optimism on both a Greek debt deal materializing and the belief that the ceasefire between 
Ukraine and Russia may hold. The movements in the markets last week seemed to indicate that 
investors were more willing to take on investment risk than they have been over the past few months. 
This is primarily seen in the drastic outperformance of the NASDAQ versus the other two indexes and in 
the outperformance of the S&P 500 over the Dow. The standard risk scale for the three major indexes is 
that the NASDAQ is the most risky, while the S&P 500 is in the middle and the Dow is the least risky 
index of the three. During a “risk on” trading week you will see performance of the three major indexes in 
the order seen last week; during a “risk off” trading week the opposite would be true with the Dow seeing 
the best performance, followed by the S&P 500 and then the NASDAQ. Overall last week the volume 
was at the average level seen on each of the indexes, which tells me there were no major shifts in asset 
allocations by large institutional investors. 
 
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 

Semiconductors 5.00%  Utilities -2.99% 

Technology 4.64%  Real Estate 0.19% 

Software 3.78%  Infrastructure 0.40% 

Materials 3.39%  Consumer Staples 0.83% 

Oil & Gas Exploration  3.21%  Telecommunications 0.93% 

With the NASDAQ seeing such strong performance it was not surprising to see that the top three sectors of 
the markets last week were all technology related. Semiconductors is typically one of the most volatile 
sectors of the markets, but Semiconductors is also the sector that reacts the most positively when the 
markets are moving higher. One sector that was curiously missing last week in the positive column was 
Biotechnology, which saw average performance last week, gaining only 2.49 percent for one reason or 
another. On the downside for the sectors last week, Utilities led the way lower for the second week in a row, 
giving up almost 3 percent as investors seemed to be favoring more risky investment options. Utilities was 
the only sector that saw a decline last week as the rest of the major sectors of the markets turned in positive 
performance.  

Fixed Income  

Fixed income moved lower last week as investors continued to seem willing to step out of the safety of US 
fixed income investments and into other investment opportunities: 

Fixed Income Change 

Long (20+ years) -2.12% 

Middle (7-10 years) -0.63% 

Short (less than 1 year) 0.00% 

TIPS -1.05% 

 



Last week the US dollar decreased in value by 0.60 percent against a basket of international currencies, 
making it three weeks in a row of declines. The decline in the US dollar could have been largely due to the 
increase in the price of oil as it continues to creep higher with global demand seeming to pick up ever so 
slightly. The strongest of the major global currencies last week was the British pound as it gained 1.08 
percent against the US dollar; the British pound has recently been looking better and better in light of the 
troubles the Euro has been having. Britain’s decision to opt out of joining the Euro now looks like a very 
smart decision. The weakest of the major global currencies last week was the Swiss Franc, which fell by 
0.59 percent against the value of the US dollar as currency traders around the world continue to adjust their 
positioning for the newly free floating currency. 

Commodities 
 
Commodities and metals were mixed last week as oil continued to move higher and gold moved lower: 
 

Metals Change 

Gold -0.56% 

Silver 3.18% 

Copper 0.52% 

 

Commodities Change 

Oil 2.11% 

Livestock -0.52% 

Grains 0.91% 

Agriculture 0.73% 

 
The overall Goldman Sachs Commodity Index turned in a gain of 1.97 percent last week. Oil turned in a 
positive 2.11 percent for the week, which is a far cry from the nearly 8 percent it jumped higher two weeks 
ago, but it does represent the third consecutive week of gains. With three weeks in a row of gains on the 
books some investors are calling the recent move in oil the turn off the bottom, but it still seems early to be 
making that call. Much of the turnaround in the price of oil could just be short covering, in which someone 
who was short oil buys it back to close out their short contract. It would be more conclusive to see oil stay in 
a tight trading range for a little while as the trades all settle out before starting to move one direction or the 
other. Silver joined the party last week, moving higher by more than 3 percent, while Gold fell by a little more 
than half of a percent. On the more agriculture side of investing, small gains were seen across most of the 
investments, while livestock posted slight losses for the week.  
 

International Performance 
 
The global financial markets cheered the deal that brought the fighting in Ukraine officially to a cease-fire, 
despite continued fighting in a few key cities, leading to the MSCI Russia Capped Index turning in the best 
performance of the week after gaining 9.82 percent. If the fighting between the two sides actually comes to 
an end, it is likely we will see the Russian index continue to climb higher, as hopes for a more lasting peace 
between the two countries will likely put many people at ease. Hong Kong saw the lowest performance of 
the week last week as the Hang Seng Index managed to gain just 0.01 percent over the course of the week. 
Over the next week much of Asia will be closed due to the lunar New Year, so trading on the Asian indexes 
may be much less than normal.  
 

Volatility 

The third spike so far during 2015 is now officially over for the VIX as it moved lower throughout last week, 
closing out the week almost exactly on top of the one year average level of the VIX. While we remain 
significantly higher than we were throughout the majority of 2014, the VIX does appear to be set on moving 
lower. Much of the recent move hinges on the situation in Greece being worked out and the situation in 
Ukraine turning from hot to cooler. As always, the VIX is a very finicky index and is prone to very large 
swings in both directions. At the current level of 14.69 the VIX is implying a move of 4.24 percent over the 
course of the next 30 days and, as always, the direction of the move is unknown. 



Performance 

For the trading week ending on 2/13/2015, returns in FSI’s hypothetical models* (net of a 1% annual 
management fee) were as follows: 

 Last Week YTD 

Aggressive Model 1.30 % 2.10 % 

Aggressive Benchmark 1.56 % 2.31 % 

Growth Model 0.76 % 1.43 % 

Growth Benchmark 1.21 % 1.81 % 

Moderate Model 0.23 % 0.75 % 

Moderate Benchmark 0.87 % 1.31 % 

Income Model -0.11 % 0.38 % 

Income Benchmark 0.43 % 0.67 % 

 
*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 our models over the course of the previous week. We continue to look for good 
investment opportunities going forward. Currently, we are evaluating energy, oil and gas, healthcare and 
pharmaceuticals for possible investment. Energy as well as oil and gas have come way down and now look 
like they are trying to turn around, but it still may be early to step in. Healthcare and pharmaceuticals have 
been performing well over the past few weeks and currently seem to be the most likely candidates for future 
investment. 

 

 

Economic News 

 
Week in Review 
 
Last week was a slow week for economic news releases with all but one of the releases being released 
on Thursday. There were two releases that significantly missed market expectations (highlighted in red) 
and no releases that significantly beat market expectations: 

 

Economic 

Impact 
Date 

Economic News 

Release 
Date Range Actual Expectation 

Neutral 2/12/2015 Initial Claims Previous Week 304K 285K 

Neutral 2/12/2015 Continuing Claims Previous Week 2354K 2395K 

Negative 2/12/2015 Retail Sales January 2015 -0.80% -0.40% 

Negative 2/12/2015 Retail Sales ex-auto January 2015 -0.90% -0.40% 

Slightly Negative 2/13/2015 
University of Michigan 
Consumer Sentiment 

Index 
February 2015 93.6 98.3 

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

 
Last week started out late on Thursday with the release of the standard weekly unemployment related 
figures for the previous week. Initial jobless claims came in higher than anticipated while continuing claims 
came in lower, thus having an offsetting effect on each other. The bigger news of the day on Thursday, 
however, was the retail sales figure for the month of January, which was awful. Expectations had been for a 
decline of 0.4 percent on both overall retail sales and retail sales excluding autos. But the release missed 
these expectations showing that retail sales declined by 0.8 percent overall during January and 0.9 percent 
when calculated excluding auto sales. This comes on the heels of a -0.9 percent change in retail sales 
during the month of December, making in two months in a row of falling retail sales. This is concerning as 
retail sales make up a large percentage of the overall US economy. On Friday the final economic news 
release of the week was released, that being the University of Michigan’s Consumer Sentiment Index for the 

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


month of February (second estimate) and it indicated that the US consumer is less confident than just two 
weeks ago, coming in at a reading of 93.6 versus a reading of 98.3 two weeks ago. These three releases at 
the end of the week last week combined are concerning, as it seems to be signaling a slowdown in the US 
economy, an economy that is already growing at just a little more than stall speed. 
 

Upcoming Releases 
 
This is a standard week for economic news releases in terms of the number of releases set to be 
released. The releases highlighted below have the potential to move the overall markets on the day they 
are released as the markets seem to be trading with a very event/news-driven mentality:  
 

Date Release Release Range Market Expectation 

2/17/2015 Empire Manufacturing February 2015 9 

2/18/2015 Housing Starts January 2015 1070K 

2/18/2015 Building Permits January 2015 1065K 

2/18/2015 PPI January 2015 -0.40% 

2/18/2015 Core PPI January 2015 0.10% 

2/18/2015 FOMC Minutes Previous Meeting - 

2/19/2015 Initial Claims Previous Week 295K 

2/19/2015 Continuing Claims Previous Week 2385K 

2/19/2015 Philadelphia Fed February 2015 8.5 

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

 
This week starts off on Tuesday with the release of the Empire Manufacturing index for the month of 
February, which should provide some insight into the manufacturing that is taking place in the greater New 
York area. Expectations are for a reading of 9, which means that manufacturing expanded in February in the 
region, but that it did so at a slower pace than in December when the reading was 9.9. Any deviation of 
more than one or two points from this figure could cause the markets to move. On Wednesday the housing 
sector comes into the spotlight with Housing Starts and Building Permits being released for the month of 
January. Both are expected to maintain a level of more than 1 million units, which would be a very positive 
sign for the strength of the US housing market. Later during the day on Wednesday the Producer Price 
Index (PPI) is set to be released with expectations that prices at the producer level will be shown to have 
fallen by 0.4 percent during January, thanks in large part to the declining prices of energy. Core PPI (PPI 
minus energy, food and fuel costs) are expected to post a small gain of 0.1 percent during the month. 
Midday on Wednesday the FOMC is set to release the meeting minutes from their most recent meeting. 
There is not expected to be much new in the release, but as always the market could react to the release if 
there is anything that is not expected in the release. On Thursday the standards weekly unemployment 
related figures are set to be released with little change expected in either initial or continuing jobless claims. 
Wrapping up the week on Thursday this week is the release of the Philadelphia Fed Index for the month of 
February, which shows the business and manufacturing conditions in the greater Philly area. This release 
will likely show a figure that is in the same direction as the Empire Manufacturing index release earlier 
during the week. Much like the Empire index, any deviation from expectations would have to be more than a 
point to really make a difference. 
 
 



Fun Fact of the Week – Snow in Boston 

 
 
 
 
 
 
 

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. 
 

1. Boston set a new record for most snowfall in a 30-day period, with 73.3 
inches between Jan. 12 and Feb. 10. 
 

2. The city’s total accumulation for the winter season is 79.5 inches, according to the 
National Weather Service. 
 

3. That means Boston needs 28.2 more inches before spring to top its all-time seasonal 
record of 107.6, which it reached in 1995-96. 

 
Source: time.com 

 


