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Commentary At-a-Glance 

 
 US markets continued lower on Fed speculation. 

 The US dollar continues to strengthen. 

 Russian President Putin missing for 10 days? 

 We adjusted several positions in our models to take advantage of the current market 

environment. 

 Economic data released last week came in much weaker than the markets expected. 

 
 
Market Wrap-Up 

 
With the markets having sustained a bit of a down trend over the past few weeks I have redrawn the key 
levels on two of the three charts. I had to move away from the trading channels on both the S&P 500 
and the Dow since they both broke these levels, and by such a large amount. The charts below are of 
the three major US indexes in green with their respective key levels 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: 
 

 



 
 
On the S&P 500 chart (upper left pane above) I have drawn two key support levels; both of these are based 
on previous support levels. The first support level is relatively close to current levels, only about 0.65 
percent below the closing price on Friday. The second red line that is much lower than the current level is 
an area the market has tested before back in January—the psychological 2,000 level on the index. This 
level is about 2.6 percent below the current level of the index. I redrew the red lines on the Dow (upper right 
pane) above as well and, much like the S&P 500, the levels are just below current levels, about 2 percent 
below current levels, and then a red line at the bottom of the chart is 
the 17,000 level, a third significant level of support should the markets 
really start to move lower. While I was outlining the downside for both 
the S&P 500 and the Dow I noticed the NASDAQ (lower left pane 
above) has once again moved into a trading channel that is actually 
the inverse of the old trading channel from before. If you look at the 
chart, the two red lines crossed over each other back in early March, 
thus the support and resistance levels of the past trading channel 
flipped. The upper red line currently is now a resistance level, while the 
lower red line is a support level. In less than a month we have already seen both levels be tested as the 
index is now moving in the middle of the new trading range. From a technical standpoint, the NASDAQ 
remains the strongest of the three major indexes, while the S&P 500 and the Dow are equally weak. The 
weakness of the indexes, however, did not translate into a big jump in the VIX last week or really over the 
recent downward trend as it seems the larger institutional investors are not actively adjusting their portfolios. 
These larger institutions are the managers who typically use options in large numbers and options are what 
drive the level of the VIX, so it seems the recent moves in the markets have been smaller investors 
adjusting positions rather than institutional investors. At this point it looks like the markets will be perfectly 
content just banging around on the news of the day as investors try to time the first Fed rate hike and 
attempt to be just barely in front of the announcement. 
 

 

National News 

 
Last week the national news focused on two main topics: the standby “when will the fed raise interest rates?” 
and the strength of the US dollar. With the latest economic news releases seeming to show that there is a 
little more weakness in the data than the Fed probably would like, in things such as retail sales and 
consumer sentiment, these fears are being offset by the falling prices being seen at both the consumer and 
producer levels as well as the currently healthy jobs market in the US. With such large factors in the health 
of the US economy seemingly opposed to each other it makes the Fed’s dual mandate very hard to 
implement as the “price stability” piece would say raise rates, while the “full employment” piece seems to be 
saying that it may be a little early. The Fed will likely increase rates this year and, in doing so, will start what 
is likely to be a long term trend toward interest rate normalization. The bets as to when the first of the rate 
hikes will occur are still very split with the  odds of June and odds of September being roughly split. We are 
starting to see adjustments in the market to a rising rate environment and have actively started to adjust our 
positioning for the event; last week we sold one of our utility holdings that seemed to be the most at risk to 
rising interest rates. While speculation was going on about the Fed, speculation was also running rampant 
about the US dollar.  
 
The US dollar has been doing very little other than moving higher over the 
past few months as international investors seem to be fleeing their local 
currencies in favor of holding dollars. The chart below depicts the 
movements of the US dollar against a basket of international currencies 
going all of the way back to 2007: 
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As you can clearly see, the Dollar has been moving in a near vertical fashion so far during 2015 and has 
been on a very steep trajectory since the middle of 2014. So the big question becomes: can this movement 
continue? I think the dollar still has some room to move higher for several reasons; the first being the US 
economy. Yes, it may not be as strong as many investors would like it to be, but it is a lot better than most of 
the rest of the world. Europe is just now starting to take drastic means to try to save its economy. These 
measures will take years to implement and may not work. Japan is still trying to fix its economy and has 
been doing so for the better part of the last 30 years. China, while still the largest buyer of US debt, has 
enough of its own internal problems to fix that it cannot focus much of its attention on the value of the Yuan. 
Other commodity rich countries like Australia, Canada and Brazil have all see their currencies fall as 
commodity prices have plummeted and this looks to be a longer term trend, not a short term blip at this 
point. Finally, the Swiss Franc fell from its status as a “safe haven” currency just a few short months ago 
when the Swiss removed the peg, to the detriment of many traders and hedge funds that were counting on 
that peg staying in place and leveraging the trades accordingly. So where else can people or corporations 
realistically put earnings so they do not see their buying power eroded over time? The US dollar really is a 
sort of best house in Detroit scenario, as there are few other viable options. 

 

Q4 2014 Earnings Releases 
 
Earnings season is almost officially finished for the fourth quarter of 2014, but that does not stop the 
stragglers from continuing to trickle in. Being so close to the end of earnings season for the fourth 
quarter of 2014, the table of companies that released earnings has continually shrunk week to week. 
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: 
 

Barnes & Noble -22% Krispy Kreme 0% Ulta Salon 7% 

Buckle 1% Men's Wearhouse 57% Urban Outfitters 5% 

Dollar General 0% Revlon 0% Vail Resorts 35% 

El Pollo Loco 0% Rosetta Stone -6% Williams-Sonoma pushed 

Express 7% Shake Shack 67% Zoe's Kitchen 0% 

Kirkland's 0% Stein Mart 0% Zumiez 0% 



 
An interesting aspect to the companies and figures listed above is that there are a large number of them that 
show zero, meaning they hit market expectations exactly with their announcements. These companies are 
reporting very late so there are numerous comparable stores and companies that have already released 
their earnings, so perhaps the analysts really have fine tuned their expectations, but this still seems like an 
odd phenomenon. One local company had a good fourth quarter earnings season and that was Vail 
Resorts, but it looks like the first quarter of 2015 may be a little more difficult for them given the lack of snow 
for much of the quarter. Shake Shack made headlines last week as the company beat market expectations 
on earnings, but issued not so good of an outlook, which led to its stock being hit during afterhours trading.  
 
There have now been 498 companies out of the S&P 500 that have released their earnings and the 
earnings expectations beat and miss numbers have not changed since last week. 75 percent of companies 
beat earnings per share expectations during the fourth quarter of 2014, while 25 percent missed. When 
looking at revenues, 58 percent of companies beat expectations while 42 percent missed expectations. 
These numbers are setting up for a very interesting first quarter earnings season, as companies had to deal 
with not only poor weather across much of the east coast, but also a general slowdown in spending and 
manufacturing that we have been seeing over the past few months in the economic news releases. 
 
This week we are down to only 12 companies releasing earnings that the majority of people would 
recognize. Below is a table of the better known companies that will release their earnings this week, with 
the releases that have the most potential to impact the markets highlighted in green: 
 

Adobe Systems  General Mills  Oracle 

Darden Restaurants  GUESS  Shoe Carnival 

DSW  KB Home  Tiffany & Co 

FedEx  Nike  Williams-Sonoma 

 
Retail remains one of the most represented areas of the markets that is still releasing earnings and this 
week is no exception with the markets likely to watch the earnings of Nike, General Mills, and Tiffany & Co 
very closely. The market is watching these last few retailers’ earnings very closely because we have seen 
an overall decline in consumer spending over the past few months and the market is looking for this to 
translate into retailers’ bottom lines. So far, the decline in spending has not hit since the earnings being 
released ended in December of 2014, but anything in the forward guidance that would signal weakness will 
be closely scrutinized at this point by the market. FedEx is also releasing earnings this week and is a 
company that is always closely watched. Given the large amount of packages it touches, FedEx is able to 
get a good feel for the overall health of the US economy, or at least of small businesses, based the amount 
of packages that were shipped during the quarter. 
 

 

International News 

 
International news last week was pretty uneventful, other than some large speculations about the well being 
of Russian President Putin. Toward the middle of last week it was announced that the Kremlin had canceled 
a trip for the President as well as a number of meetings. The Kremlin then published old photos of the 
President working, saying he was currently working. All of this fueled speculation that he was either ill, had 
died, been captured by army generals or even flown to Switzerland to see the birth of a love child. The 
markets love to run with stories like this when there is nothing else to talk about, and this time was no 
exception. Russian yields on bonds increased and the equity markets in Russia had one of the worst weeks 
in a long time as thoughts of what would happen if the rumors were true made investors question their 
holdings. President Putin was shown in public early Monday morning and he seemed to be in good spirits, 
even joking about many of the rumors that were circulating. But this little episode does leave investors 
wondering what happens to Russia after Putin? With Russia being such a large player in the political sphere 
globally and such a large player in the energy markets around the world it is a major wildcard that at some 
point could be more than just rumors. From what I can find and what is publically available it is unknown as 
to how Russia will handle the eventual succession of power, but one thing is for sure, the global financial 
markets will have to react to any shift. 
 



Market Statistics 

 

Equities  
 

Index Change Volume 

Dow -0.60% Above Average 

S&P 500 -0.86% Above Average 

NASDAQ -1.13% Average 

 
All three of the major US indexes moved lower last week in a very volatile trading week as the market 
seemed to lack any real direction, bouncing around on various news and rumors throughout the week. 
The NASDAQ saw the weakest performance last week after being the top performing index for the past 
several weeks. The decline, however, was done on just average volume. As mentioned above, the Dow 
and the S&P continue to trade lower as they move further and further away from the positive technical 
levels we saw just a few short weeks ago and remain in a sort of “no man’s land” with very little support 
between the current and substantially lower levels. 
 
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 

Real Estate 2.56%  Natural Resources -3.12% 

Pharmaceuticals  1.90%  Energy -2.74% 

Healthcare Providers 1.72%  Oil & Gas Exploration  -2.40% 

Broker Dealers  1.50%  Technology -2.28% 

Biotechnology 0.87%  Materials -2.00% 

There is nothing that is really surprising on the top and bottom sector lists this week. With such a drastic 
decline in the price of oil it was not surprising to see that materials as well as various aspects of the energy 
industry comprised the bulk of the top 5 declining sectors. On the positive side, the same few names seem 
to keep coming up week after week, those being Healthcare, Pharmaceuticals and Biotechnology. In 
looking back at the sector performance of the past few weeks I see that Biotechnology, Pharmaceuticals 
and Healthcare have been among each of the past four weeks’ top 5 sectors. On the other side, Energy has 
been in the bottom 5 performing sectors of the markets for each of the past four weeks.  

Fixed Income  

Fixed income has been on a very wild ride since the end of January as investors attempt to guess when the 
Fed will start to increase interest rates and what the markets will do, both for equity and fixed income 
investments, when rates to begin to increase: 

Fixed Income Change 

Long (20+ years) 2.61% 

Middle (7-10 years) 1.01% 

Short (less than 1 year) 0.00% 

TIPS -0.41% 

 

Last week it was the bull’s turn on the fixed income market as some of the economic data released, 
particularly the retail sales figures, were bad enough to make some economists think the Fed may hold off 
increasing rates in June in favor of waiting until September. The US dollar keeps getting stronger as the rest 
of the world seems to be either stepping into or wading through the quantitative easing unknown. The US 



dollar gained 2.67 percent against a basket of international currencies last week. The strongest of the major 
global currencies last week was the Japanese Yen as it lost 0.47 percent against the US dollar. The 
weakest of the major global currencies last week was the Euro as it fell by 3.20 percent against the value of 
the US dollar as the ECB continues its bond buying adventures. For the time being it looks like the rising US 
dollar is here to stay as the alternative currencies that investors could own look far less attractive. 

Commodities 
 
Commodities and metals were mixed last week as oil had a pretty tame week, while metals really took it on 
the chin: 
 

Metals Change 

Gold -0.88% 

Silver -1.91% 

Copper -1.14% 

 

Commodities Change 

Oil -9.92% 

Livestock -2.90% 

Grains -0.06% 

Agriculture -2.30% 

 
The overall Goldman Sachs Commodity Index turned in a loss of 5.48 percent last week. After moving 
virtually sideways for the better part of 5 weeks, Oil dropped by almost 10 percent last week and is down at 
almost the lowest level we have seen since the bottom of the great recession back in early 2009.  The 
decline on metals last week looked tame relative to oil, but across the board the metals also declined, with 
Silver being hit the hardest, giving up 1.91 percent, while Gold slid by 0.88 percent. So far Gold has held its 
key support level of $1,150 per ounce, but at the current rate of decline it looks like it will be a short matter 
of time before it breaks that level and forges ahead much lower. Even the soft commodities were hit last 
week with livestock falling almost 3 percent, while agriculture declined by 2.3 percent and grains gave up 
just a little.  If you were invested in commodities last week it seems there was nowhere to hide as everything 
moved lower.  
 

International Performance 
 
On the international front last week, China saw the best performance of the week with the Shanghai based 
Se Composite Index gaining 4.06 percent. Russia could not manage to stay off the bottom of the list last 
week after rumors circulated about the health of President Putin, rumors the Kremlin has adamantly denied, 
even going so far as to publish old pictures of him working at his desk to prove that he is doing well. Overall, 
the MSCI Russian Capped Index declined by 8.15 percent, so it seems like the rhetoric from the Kremlin 
may not have been working as well as it would have liked.  
 

Volatility 

The VIX last week increased by only 5.26 percent during a week that saw some much wider swings during 
the middle of the week. With such volatility being seen in the overall markets, as denoted by the number of 
days last week that the Dow moved by more than 100 points (four out of the five trading days),  it was a little 
surprising to not see the VIX move more than it did. At the current level of 16.00 the VIX is implying a move 
of 4.61 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 3/13/2015, returns in FSI’s hypothetical models* (net of a 1% annual 
management fee) were as follows: 

 Last Week YTD 

Aggressive Model 0.16 % 0.46 % 

Aggressive Benchmark -1.32 % 0.33 % 

Growth Model 0.05 % -0.06 % 

Growth Benchmark -1.03  % 0.29 % 

Moderate Model -0.03 % -0.44 % 

Moderate Benchmark -0.73 % 0.23 % 

Income Model -0.01 % -0.42 % 

Income Benchmark -0.37 % 0.15 % 

 
*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 several changes to our models over the course of the previous week. The first was our initial 
repositioning for the eventual Fed interest rate hike. One of our most exposed areas of the markets to 
interest rate hikes was utilities as many people invest in these because of the dividends they pay, while 
savings accounts at banks pay next to nothing. We had three large holdings in utility companies that would 
be at risk as interest rates start to climb; they were Southern Company, Consolidated Edison and Wisconsin 
Energy. Last week we sold Southern Company across all models; this was done because it has the highest 
risk among the three utilities companies and was also providing the least amount of return. The second 
utility we will likely be selling in the coming weeks or month will be Wisconsin Energy, leaving us with just 
one: Consolidated Edison. Our individual utility holdings have all been held for longer than a year and in 
most cases since December of 2011. Another major change last week was selling part of our position in 
Powershares Low Volatility ETT (ticker SPLV). This position was used to participate more fully in the upside 
moves of the markets during uncertain times. At this point we were seeing increasing volatility within the 
fund and feel that cash or other investments may be a more prudent spot to invest. We also sold our partial 
position in Small Cap Growth (ticker RYWAX) over the course of the week. We made only one purchase 
last week and that was to increase our exposure to the US dollar, a position we started building late last 
year. We purchased the Rydex Strengthening Dollar fund (ticker RYSBX) in our more aggressive models, 
while utilizing the Profunds rising dollar fund (ticker RDPIX) in our lower volatility models. At this point we 
have raised cash across the models and are actively looking for investment opportunities for the market 
environment we are currently experiencing. 

 

 

Economic News 

 
Week in Review 
 
Last week was a slow week for economic news releases, but nearly everything that came out was 
negative. There were five releases that significantly missed expectations, highlighted below in red, and 
none that significantly beat market expectations: 



 

Economic 

Impact 
Date 

Economic News 

Release 
Date Range Actual Expectation 

Neutral 3/12/2015 Initial Claims Previous Week 289K 306K 

Neutral 3/12/2015 Continuing Claims Previous Week 2418K 2421K 

Negative 3/12/2015 Retail Sales February 2015 -0.60% 0.40% 

Negative 3/12/2015 Retail Sales ex-auto February 2015 -0.10% 0.60% 

Negative 3/13/2015 PPI February 2015 -0.50% 0.30% 

Negative 3/13/2015 Core PPI February 2015 -0.50% 0.10% 

Negative 3/13/2015 
University of Michigan 
Consumer Sentiment 

Index 
March 2015 91.2 95.8 

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

 
Last week the economic news releases were stacked on the last two trading days of the week, but that did 
not stop them from having their impact on the overall movement of the markets. On Thursday the standard 
weekly unemployment related figures were released with both figures coming in very close to market 
expectations and therefore not having much, if any, impact on the markets. Retail sales released later 
during the day, however, did have a noticeable impact as both overall sales and sales excluding auto sales 
fell during the month of February. Retail sales fell by six tenths of a percent while expectations had been for 
growth of four tenths of a percent. Falling retail sales are a major negative sign for the US economy and this 
is not the first negative print we have seen. Overall, retail sales have now declined during each of the last 
three months, as has the retail sales excluding gasoline and auto sales. The news did not improve on Friday 
when the Producer Price Index (PPI) showed that overall prices at the producer level declined by 0.5 
percent, while core prices also declined by 0.5 percent. Overall, producer prices have now declined 4 
consecutive months in a row. These falling prices combined with falling retail sales presents an interesting 
problem for the Fed as it debates when to start raising interest rates. Wrapping up the week on Friday was 
the release of the University of Michigan’s Consumer Sentiment Index for the month of March, which 
showed an unexpected decline of more than four percent. This decline in confidence somewhat mimics 
what we have been seeing recently in consumer spending and could be the start of a much bigger problem 
for the overall health of the US economy. 
 

Upcoming Releases 
 
This week is a very slow week for economic news releases with all of the releases occurring on the last 
two trading days of the week. The releases highlighted below have the potential to move the overall 
markets on the day they are released:  

 

Date Release Release Range Market Expectation 

3/16/2015 Empire Manufacturing March 2014 8.8 

3/16/2015 NAHB Housing Market Index March 2014 56 

3/17/2015 Building Permits February 2014 1070K 

3/17/2015 Housing Starts February 2014 1041K 

3/19/2015 Initial Claims Previous Week 293K 

3/19/2015 Continuing Claims Previous Week 2415K 

3/19/2015 Philadelphia Fed March 2014 6.9 

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

 
This week starts on Monday with the release of the Empire Manufacturing index for the month of March. The 
markets are expecting a slight increase in this figure, but it seems more likely that we will see a lower than 
expected print with the weather on the east coast during the month being blamed for the difference. Later 
during the day on Monday the NAHB Housing Market Index is set to be released with expectations of a 
small upward tick being shown. It would take a lot for the market to react to this release in any meaningful 
way. On Tuesday some more US housing market data is set to be released with the building permit and 
housing starts figures for the month of February being released. Both numbers are expected to post 

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


something over 1 million units, just as they did during January. On Thursday initial and continuing jobless 
claims are set to be released with both numbers not expected to have changed much during the course of 
the previous week. Wrapping up the week on Thursday is the release of the Philadelphia Fed Index for 
manufacturing, which is expected to show that manufacturing in the greater Philadelphia area picked up 
slightly during the month. The other major economic event this week will occur on Wednesday and is the 
Federal Reserve rate decision for the meeting that ends on Wednesday. While there are almost no 
expectations that rates will be moved this meeting, everyone will be patiently watching to see if the wording 
in the language pertaining to when rates may start up has changed. 
 
 

Fun Fact of the Week – Waffle House 

 
 
 
 
 
 

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. 
 

The Federal Emergency Management Agency (FEMA) uses something called the Waffle 
House Index when a natural disaster hits an area. There are three different levels for the 
index: Green, meaning the store is open and a full menu is being offered; Yellow, meaning the 
store is open, but a limited menu is being offered; and Red, meaning that the location is 
closed. During a disaster, all Waffle House locations report their current condition and this 
information is relayed back to FEMA. 
 
Source: Federal Emergency Management Agency Director W. Craig Fugate 


