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Commentary At-a-Glance 

 
 Fallout from the Greek elections is unfolding, leaving the markets uncertain. 

 Weakness in consumer spending in the US has started to take its toll on the financial markets. 

 Earnings season in the US continues and is improving. 

 Overall economic news releases came in below market expectations last week. 

 
 
Market Wrap-Up 

 
All three of the major US indexes moved lower last week and, in doing so, they have taken out one of 
the levels of support, represented by the lower edge of the trading channels in the charts below. All 
three indexes, however, remain above the previous low point seen back in the middle of December, 
meaning they are still in the wide trading ranges (horizontal levels not drawn below) set by that lower 
December level. 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: 
 

 
 

 



The US financial markets are technically weaker at the start of this week than they were this time last week, 
but we are now at some very important levels on several of the indexes, levels that may tell which way the 
markets will be headed in the coming weeks and months. The trading channels (red lines) drawn above on 
the index charts show all three indexes breaking below their trading channels at various points during the 
week last week. While this is technically a negative, most technical traders will be watching other key 
support levels over the coming days to try to gauge if there is a lot more downside to these markets or if the 
decline is behind us. One technical level that will be watched is the low point on each of the indexes made 
back in the middle of December. On the Dow, coincidently, this point is right about the 17,000 level, which is 
a major psychological level for investors as well. If the Dow comes down and easily moves through and 
closes below the 17,000 it would be a technical sign that the markets could be headed lower. The level to 
watch on the S&P 500 is 1,975 and on the NASDAQ the level is 4,550. In technical analysis, confirmations 
of moves are also important. In the case of three major indexes, one breaking down is a yellow flag, while 
two or all three breaking down at roughly the same time is a much more meaningful and negative signal. 
The last time the markets were at these levels it took only 5 trading days for them to correct higher and 
again make new all time highs on the Dow and the S&P 500; it just goes to show that the markets can turn 
around in a split second for very little apparent reason. 
 
The choppy trading of the major indexes over the course of the past 
few weeks has been a result of several macro themes and risks. 
Uncertainty over the fall in the price of oil and the impact, either 
positive or negative, on the global economy has been front and center 
during this period of heightened volatility. At first glance, if consumers 
are spending less on gasoline they should in turn have more money to 
spend elsewhere. But if they are not spending that money and rather 
just holding onto it, the decline in gas prices may have little or no 
positive effect on the overall economy. This theory holds true in most 
countries that are net importers of oil. Net exporters of oil, like many 
countries in the Middle East and Russia, have a very different 
situation playing out in which they are receiving much less income 
from their oil being exported and thus the governments are starting to 
feel the pinch of low revenues. This catch 22 also plays into deflation 
seen in several major economic areas such as Europe and Japan, 
which were already experiencing the start of deflation prior to the decline in the prices of fuel and energy. 
This deflation is the main driving force behind the European Central Bank’s (ECB) actions taken two weeks 
ago. The other major theme that is once again driving the markets is uncertainty over Europe. 
 
It seems every few years the global financial markets focus on the troubles in Europe and push the 
Europeans to take actions to remedy the situation. Most recently it has been uncertainty over the new 
government recently formed in Greece. The new government seems hell-bent on ending the austerity 
programs put in place by the former Greek governments to secure bailout funds. It also seems set on 
renegotiating the terms of the bailout funds Greece has already received. This would be the same as a 
person walking into their bank and demanding that either their mortgage be extended, principal be forgiven 
or that they be granted a stay of payments with no interest accruing. All three of those requests would likely 
get a laugh out of your mortgage banker, but that is about all. Germany is coming down pretty hard on the 
topic saying “no” to the adjustments to outstanding debt, seemingly calling Greece’s new government’s bluff 
on this topic, but the government may not be bluffing; more on this topic in the international section below. 
With the two above mentioned macro themes running their respective courses it is no wonder that investors 
and consumers alike a feeling a little uncertain as to the future and adjusting their portfolios and lifestyles for 
the uncertainty. 
 

 

National News 

 
National news last week focused on a few items, some of which are pertinent to the financial markets and 
some that were not. The Super Bowl took a lot of headlines last week as rumors and speculation over 
“deflategate” ran rampant leading up to the Patriots’ win in Super Bowl 49. Apparently, deflation is alive and 
well here in the US, only it’s observed in the NFL rather than the economy, as it is in Europe. The other 
news last week was about consumer spending or more precisely, the lack thereof. Economic data shows 
that the US consumer is slowing down spending despite the decline seen in the price of gasoline at the 
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pump. Durable goods orders were the latest figures to show weakness as consumers are not spending as 
they used to on big ticket items. Personal spending has also been coming down recently, which is a sign 
that while the consumer may have more money to spend, consumers are holding onto cash or paying down 
debt, which is prudent in many cases for the individuals, but not helpful for the overall economy. This slow 
down in spending is being seen in many sectors of the markets as companies release their earnings for the 
fourth quarter of 2014.  

 

Q4 2014 Earnings Releases 
 
Last week was right in the middle of earnings season and, when combined with this week, we will see 
more than half of the S&P 500 component companies release their earnings. Below is a table of the well 
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: 
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With so many companies in such a wide array of industries reporting earnings last week it was not surprising 
to see a lot of red and green in the above table. One theme that was fairly pronounced last week was that 
the US consumer seems to be spending less, while US businesses seem to be spending more. For 
instance, J&J Snack Foods Group missed earnings, despite having a very diverse selection of products in 
almost every grocery store in the country, while a company like Nucor easily beat earnings due to strong 
industrial demand for steel products. If this trend continues it could be difficult for the US to grow at the near 
3 percent GDP growth rate that is expected during 2015 as the US consumer is a very large percentage of 
spending and a major growth driver in the overall US economy.  
 
According to Factset Research, we have now seen 227 (45 percent) of the S&P 500 companies release 
their results for the fourth quarter of 2014. Of the 227 that have released, 80 percent have met or beaten 
earnings estimates, while 20 percent have fallen short of expectations. This 80 percent of companies 
beating earnings expectations would represent the highest percentage since the third quarter of 2010 if the 
figure holds through the end of the reporting season. When looking at revenue of the companies that have 
reported, 58 percent of the companies have beaten estimates, while 42 percent have fallen short. We are 
nearing the half way point for this earnings season and while a lot can change in a short amount of time, it 
so far is looking like a decent earnings season. 
 



The fourth quarter 2014 earnings season continues this week with more than 750 companies releasing 
their earnings results, in what is one of the busiest weeks for well known companies of the season. 
Below is a table of the better known companies that will release their earnings this week, with the 
releases that have the most potential highlighted in green: 
 

1-800-Flowers.Com  Chipotle Mexican Grill  Level 3 Communications  Ralph Lauren 

Aaron's  Church & Dwight  LinkedIn  Rent-A-Center 

Aetna  Clorox  Martin Marietta Materials  Ryder System 

Aflac  Cummins  McGraw Hill  Sirius 

Allstate  Dunkin' Brands  Merck & Co  Snap-On 

Anadarko Petroleum  Equity Residential  Moody's  Southern 

Archer Daniels Midland  Estee Lauder  New York Times  Sprint 

Arrow Electronics  Exxon Mobil  News  Symantec 

Arthur J. Gallagher  General Motors  News Corp  Twitter 

Atmel  Gilead Sciences  Noble  Under Armour 

Automatic Data 
Processing 

 GoPro  O'Reilly Automotive  United Parcel Service 

AutoNation  Hain Celestial Group  Philip Morris International  Walt Disney 

Ball  Humana  Piper Jaffray  Whirlpool 

Boston Scientific  
Intercontinental 
Exchange 

 Pitney Bowes  Wynn Resorts 

Buffalo Wild Wings  Jones Lang LaSalle  Prudential Financial  Yum! Brands 

 
The US consumer and consumer spending seems to be the focus of companies releasing earning this week 
as once again many household names are due up to release. UPS will be very closely watched this week as 
the company handles so many packages and touches such a wide range of businesses that it has a very 
good handle on the health of the overall US economy long before the economic numbers are released. Both 
Twitter and LinkedIn also release earnings this week and will likely have a large following as they are two of 
the darling technology companies that many investors take as bellwether companies for next generation 
technology. The last of the major companies likely to grab headlines over the course of this week is Exxon, 
as it releases its results from a time when the price of oil was plummeting and the costs of drilling were 
increasing. 
 

 

International News 

 
International news last week was all about Europe and Greece in particular as the newly formed government 
headed by Alexis Tsipras has made a few interesting statements while trying to back pedal from others 
made during the election. The new finance minister, well known Greek economist Yanis Varoufakis, is 
currently attempting to get Europe to go along with a 50 percent write-down of outstanding Greek debt. At 
the same time, Prime Minster Tsipras has been quoted as saying, “It has never been our intention to act 
unilaterally on Greek debt,” in an attempt to cool the nervous heads of state such as German Chancellor 
Merkel. Any negotiations will be very difficult for the Greeks as there have already been several rounds of 
debt forgiveness and write-downs in the past that have saved Greece from the brink of financial ruin. This 
time around the Germans also seem to be a bit more steadfast in their resolve not to adjust the outstanding 
debt, as indicated by Chancellor Merkel over the weekend when she said, “There has already been 
voluntary debt forgiveness by private creditors, banks have already slashed billions from Greece's debt. I do 
not envisage fresh debt cancellations.” With Germany bearing the brunt of the debt forgiveness in the past, 
the country has a lot at stake in any new changes to the austerity measures or financial plans already in 
place. So we are in for a bit of a stalemate situation where the outcomes are very well known: 
 

1. Greece can try to make changes unilaterally, which will ultimately result in a default on its debts—
Possible 
 
2. Germany, Portugal and Finland can give in and allow the adjustments to be made, despite 
themselves lose a lot of money to the changes—Likely 



 
3. The ECB can step in and provide liquidity through its new lending program, enough to keep 
Greece afloat for a while as the country tries to figure things out—Most Likely 
 
4. Greece could in effect be kicked out of the Euro zone, and have to come up with its own currency 
and trade agreements—Highly Unlikely 

 
 

It seems, given the above options or some combination of the above options, that the best outcome for the 
global financial markets would be option 3, with the ECB stepping in and providing the liquidity needed for 
Greece to gain enough time to see if the new plans laid out by the government will actually work or not. The 
rest of Europe is watching Greece and fears of contagion are building. In Spain over the weekend there was 
a very large turnout for a far left wing rally that was calling for the same kind of debt forgiveness the Greeks 
are seeking, but on Spanish debts to the rest of Europe. Rallies of similar kinds have been held in various 
cities throughout Europe over the past few months. Greece really could be somewhat of a tipping point that 
spells the end of the Eurozone as we have come to know it. 
 
 

Market Statistics 

 

Equities  
 

Index Change Volume 

NASDAQ -2.58% Above Average 

S&P 500 -2.77% Way above Average 

Dow -2.87% Way Above Average 

 
After seeing several weeks of below average volume on the three major US indexes, last week saw 
higher than average volume as the markets moved lower on fears out of Europe and fears of a 
slowdown in the US economy took hold. 
 
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 

Home Construction 2.10%  Technology -4.19% 

Oil & Gas Exploration  0.43%  Semiconductors -3.92% 

Utilities -0.04%  Software -3.87% 

Biotechnology -0.24%  Transportation -3.70% 

Materials -0.40%  Insurance -3.54% 

With such a large downturn in the markets it was hard to find any sectors of the market that saw positive 
performance; but there were two lone sectors that managed to post gains last week. The US Home 
Construction sector was the best performing sector, thanks to a few key earnings results that were better 
than expected in a sector that has very few component companies. Oil and Gas Exploration also saw 
positive performance last week, but this was mostly due to investors looking for bargains after the sector 
had declined more than 30 percent since June. With gainers being hard to find it was much easier to find 
sectors of the market that racked up the losses over the course of the previous week with the largest losses 
being seen in the Technology sector. Technology, Semiconductors and Software led the way lower last 
week as some investors sold out of positions that were likely holding large gains and moved toward assets 
that are historically safer in a choppy market.  

 

 



Fixed Income  

Fixed income moved higher last week as international investors remain unsure of the potential deals 
between the EU and Greece following the Greek election results. This uncertainty has been very favorable 
to US fixed income as demand has been very high, thus driving the bond yield lower and lower, with the 10-
year US bond yielding less than 1.65 percent during part of the week last week:: 

Fixed Income Change 

Long (20+ years) 2.60% 

Middle (7-10 years) 1.20% 

Short (less than 1 year) -0.01% 

TIPS 1.15% 

 

Last week the US dollar decreased in value by 0.32 percent against a basket of international currencies, 
ending what was a 6 week streak of gains. While the dollar did move lower last week it was by a much 
smaller amount than it had moved over the previous few weeks, with the US dollar still looking like the safest 
of the global currencies. While there may be uncertainty about the future of the Euro, the British Pound had 
no trouble being the best performing currency last week, gaining 0.53 percent against the US dollar. The 
weakest of the major global currencies last week was the Swiss Franc, which slid 4.36 percent against the 
dollar, now having given up more than one third of the gains experienced after the removal of the peg earlier 
in January. 

Commodities 

Commodities and metals were mixed last week as oil reversed course and moved higher: 

Metals Change 

Gold -0.63% 

Silver -5.54% 

Copper -5.34% 

 

Commodities Change 

Oil 4.96% 

Livestock 2.61% 

Grains -3.47% 

Agriculture -1.45% 

 
The overall Goldman Sachs Commodity Index turned in a gain of 2.66 percent last week, while the Dow 
Jones UBS Commodity Index declined by 0.05 percent. Oil was the deciding factor between the two 
indexes and the largest driver of the deviation in performance. Oil looked like it was going to notch yet 
another week of losses going into the trading day on Friday, but with a strong turn and upward move on 
Friday managed to end the week with nice gains after bouncing off of the $45 per barrel price level. All three 
of the commonly traded metals lost value over the course of the previous week as investors seemed to be 
booking some profits on the gains experienced since the middle of November.  
 

International Performance 
 
The best performing index globally is one that rarely is either best or worst in any time frame of 
performance—Sweden. Last week the Stockholm based OMX Stockholm 30 Index increased by 2.42 
percent, thanks in large part to better than expected earnings results from a few of the member companies 
in the index. With the fighting in Ukraine seemingly intensifying it was not surprising to see that Russia 
turned in the worst performance of any of the major global indexes last week, falling 8.83 percent as 
measured by the MSCI Russia Capped Index.  
 
 
 
 
 



Volatility 

The wild yo-yo ride continues on the VIX as we have now seen moves in excess of 20 percent during each 
of the past three weeks. Last week the VIX moved higher by 25.87 percent as fears over what will be 
coming for Europe seemed to be driving investors to make changes and adjust for more volatile times. Just 
as soon as the last spike ended another one has clearly begun and we once again find ourselves back 
above the 17 level on the VIX. At the current level of 20.97 the VIX is implying a move of 6.05 percent over 
the course of the next 30 days. As always, the direction of the move is unknown. 

Performance 

For the trading week ending on 1/30/2015, returns in FSI’s hypothetical models* (net of a 1% annual 
management fee) were as follows: 

 Last Week 2014 

Aggressive Model -2.95 % -1.12 % 

Aggressive Benchmark -1.71 % -1.46 % 

Growth Model -2.66 % -0.90 % 

Growth Benchmark -1.32 % -1.11 % 

Moderate Model -2.26 % -0.65 % 

Moderate Benchmark -0.95 % -0.79 % 

Income Model -1.79 % -0.25 % 

Income Benchmark -0.47 % -0.38 % 

 
*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 as volatility seemed to be 
amplified at the end of the week with the Dow seeing several days of very wide trading ranges. We continue 
to monitor our holdings while looking for new opportunities; and while some of these opportunities are 
starting to look good, they also look like they could continue to look even better in the near future. 

 

 

Economic News 

 
Week in Review 
 
Last week saw much more red than normal in the weekly economic news releases and seemed to be a 
week that saw very mixed messages out of the releases. There was one release that significantly beat 
market expectations (highlighted in green) and several releases that significantly missed market 
expectations (highlighted in red): 
 



 

Economic 

Impact 
Date 

Economic News 

Release 
Date Range Actual Expectation 

Negative 1/27/2015 Durable Orders 
December 

2015 
-3.40% 0.50% 

Negative 1/27/2015 
Durable Goods -ex 

transportation 
December 

2015 
-0.80% 0.70% 

Neutral 1/27/2015 
Case-Shiller 20-city 

Index 
November 

2015 
4.30% 4.30% 

Positive 1/27/2015 Consumer Confidence January 2015 102.9 95.5 

Neutral 1/27/2015 New Home Sales 
December 

2015 
481K 450K 

Slightly Positive 1/29/2015 Initial Claims Previous Week 265K 301K 

Slightly Positive 1/29/2015 Continuing Claims Previous Week 2385K 2430K 

Negative 1/29/2015 Pending Home Sales 
December 

2015 
-3.70% 0.60% 

Slightly Negative 1/30/2015 GDP-Adv. Q4 2014 2.60% 3.20% 

Neutral 1/30/2015 Chicago PMI January 2015 59.4 58 

Neutral 1/30/2015 
University of Michigan 
Consumer Sentiment 

Index 
January 2015 98.1 98.2 

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

 
Last week started off on Tuesday with the release of the durable goods orders for the month of December, 
which came in very poor and much below market expectations. The market had been looking for around half 
a percent gains, both including and excluding transportation, but instead both figures came in very negative. 
Overall orders showed a decline of 3.4 percent, while orders excluding transportation fell by nearly one 
percent. With December being negative we have now seen four consecutive months of durable goods 
orders declining, which is a trend by almost all measures. At the same time that spending is dropping, 
consumer confidence was shown to be 102.9 according to the government’s release that came out 
Tuesday. The 102.9 level is the highest consumer confidence figure we have seen since August of 2007—
more than seven years ago. This positive figure was also reinforced on Tuesday by two other releases: the 
Case-Shiller 20 City Home Price Index for November and the New Home Sales figure for the month of 
December, both of which did not show broad based weakness. On Thursday the standard weekly 
unemployment related figures were released with both figures coming in better than anticipated. In fact, the 
initial jobless claims figure was the best posted by the release since 2000. The dampener on Thursday to all 
of the positive releases was the pending home sales figure for the month of December, which showed a 
decline of 3.7 percent compared to expectations of 0.6 percent increase during the month, but this was just 
a single negative data point. We will have to wait and see if a trend emerges. On Friday the advanced 
estimate of GDP for the fourth quarter of 2014 was released and came 
in slightly lower than expected at 2.6 percent, compared to expectations 
of 3.2 percent. While the number may have been lower than expected 
we still have at least two more revisions to the figure and, as we have all 
found out recently, the revisions can be very large. Wrapping up the 
week last week on Friday was the release of the University of 
Michigan’s Consumer Sentiment Index for the month of January (final 
estimate), which showed little change over the mid-month estimate at 98.1. We currently have a confident 
consumer that is not spending, as mentioned above, and all of the data seems to be pointing to this 
phenomena. 
 

Upcoming Releases 
 
This is a slow week for economic news releases but there are several releases that could have an 
impact on the overall movement of the market with the focus of those releases being employment. The 
releases highlighted below have the potential to move the overall markets on the days they are released:  

 
We currently have a 

confident consumer that is 

not spending. 

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


 

Date Release Release Range Market Expectation 

2/2/2015 Personal Income December 2014 0.30% 

2/2/2015 Personal Spending December 2014 -0.20% 

2/2/2015 ISM Index January 2015 54.7 

2/4/2015 ADP Employment Change January 2015 230K 

2/4/2015 ISM Services January 2015 56.5 

2/5/2015 Initial Claims Previous Week 290K 

2/5/2015 Continuing Claims Previous Week 2388K 

2/6/2015 Nonfarm Payrolls January 2015 235K 

2/6/2015 Nonfarm Private Payrolls January 2015 225K 

2/6/2015 Unemployment Rate January 2015 5.60% 

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

 
This week kicks off on Monday with the release of consumer income and spending for the month of 
December as well as the overall ISM index for the month of January. Consumer income is expected to 
show a slight increase, while spending is expected to post a decline. Look for the spending figure to have 
more weight than the income figure and if the trend of spending misses continues it could be seen as 
negative for the health of the US economy. The ISM index is expected to be about the same in January as it 
was in December, so it would take a wide deviation on this figure for the market to really take notice.  On 
Wednesday the start of the employment related figures is set to be released with the ADP Employment 
change figure for the month of January, which is expected to show that about 230,000 jobs were created 
during the month. Any wide deviations from this expectation will likely have economists revising their models 
for the employment releases set to be released on Friday. Also released on Wednesday is the services side 
of the ISM, which will likely not impact the markets and move in roughly the same direction and magnitude 
as the overall ISM released earlier during the week. On Thursday the standard weekly unemployment 
related figures are set to be released with expectations that both figures will be a little higher than the very 
positive figures we saw last week. On Friday the big releases of the week are set to be released, those 
being the overall unemployment rate in the US during the month of January and the nonfarm public and 
private payroll figures for the month of January. The overall unemployment rate is expected to be 
unchanged at 5.6 percent and both of the payroll figures are expected to be a little lower than they were in 
December. As always, the participation rate and the overall U6 unemployment rate released at the same 
time will likely have just as much driving force for the movements of the markets as the more headline 
releases. In addition to the scheduled economic news releases, there are five speeches by five different 
FOMC members over the course of the week that could draw headlines as they attempt to outline the 
stance taken by the Fed as to when they will begin to increase interest rates. 
 
 



Fun Fact of the Week – Greece thinks highly of itself. 

 
 
 
 
 
 
 

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. 
 

Below is a table I found humorous on a call with another adviser last week. It is originally from 
the Spring 2013 Global Attitudes survey administered by the Pew Research Center 
 

 
It sure feels great to be Greek! 
 


