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Commentary At-a-Glance 

 
 The wide trading range for the US markets continued in a roller coaster week last week. 

 VIX rebounded sharply off the lowest point seen so far during 2015. 

 Will Greece receive cash or not? We are coming down to the line once again. 

 Does anyone know where the country of Yemen is located? You are about to find out. 

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

 
 
Market Wrap-Up 

 
Just when the world thought the US markets were going to continue to push higher with the NASDAQ 
making a new all time high, they reversed course and pushed noticeably lower. We have now seen a 
nearly full retracement back to the low levels we saw within the last two weeks. Meanwhile, the VIX 
jumped higher. The charts below are of the three major US indexes in green with their respective wide 
trading ranges 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 in red: 
 

 
 

 



Last week we saw the sharpest decline in the three major US indexes that we have seen in 2015, with much 
of the decline occurring over the first three trading days of the week. There did not really seem to be much 
of a clear reason for the decline other than there were more sellers of stocks than there were buyers, so 
prices went down until enough buyers were found. All three of the major indexes were hit, but the hardest hit 
was the NASDAQ, despite it having been the best index of the three from a technical standpoint for the 
majority of the year so far and going into last week. At this point it is a virtual tie in the technical strength 
between the three major indexes; none of the three have broken below 
their most recent support level, as denoted by the red horizontal lines 
above. The VIX (lower right pane above), however, has crossed back 
above its 52-week average level as investors seem to be pondering 
whether there could be more risk in these markets than first thought. 
We will likely see large swings in the major indexes over the coming 
weeks as they trade in a very wide trading range. The main reason for 
the potential large swings in the future is the lack of news and the abundance of rumors, on everything from 
the markets to oil and even politics. The next major event that could move the markets will be earnings 
season for the first quarter of 2015, which kicks off in a few weeks when Alcoa announces earnings. But the 
bar has been lowered to such a level that if corporate American failed to jump over it, it would be seen as a 
sign of great weakness in the US economy as a whole. 
 

 

National News 

 
National news last week was largely uneventful with the majority of the focus still being on the Federal 
Reserve and on speculation as to when it will or will not increase interest rates. As mentioned last week, it 
doesn’t really matter in the grand scheme of things when exactly interest rates start to rise, but the fact that 
rates will start moving higher. Last week during a speech one Fed official made it sound like earlier was 
likely, just to be followed up the next day by a second Fed official implying it would be at the end of the year, 
if at all. This message of confusion has been very carefully crafted by Fed officials and is having the exact 
type of impact they are going for. If the Fed was fully transparent, the date of the move would already be 
known and large money managers would be actively adjusting their bond holdings, potentially causing large 
movements in the prices of select bonds. This uncertainty is actually causing some regularity in the bond 
market, as awkward as it seems. If the Fed is as data driven as it claims to be, last week it would have 
pushed out the data of the first hike as weakness permeated through many of the releases, such as durable 
goods orders and the third estimate of GDP in the US during the fourth quarter of 2015. The other focal 
points last week were purely political, but nonetheless exciting for the markets.  
 
Harry Reid has decided not to run for reelection (even though he would have likely won with some ease in 
Nevada), making the most powerful Democratic seat on the hill, Minority Leader in the US Senate, up for 
grabs, with Charles Schumer out of New York looking like a front runner 
in the race for the seat. The other political development has to do with 
Iran and the nuclear deal many people have critiqued and the White 
House still seems to be trying to attain. The talks are scheduled to come 
to a close this week, with a deal being struck or not. The term “deal” is a 
little too strong as it is being used by many in the media. If a “deal” is 
reached, it just allows for further negotiations about the finer, major 
points, like how to implement what is agreed to and setting timelines for 
what is agreed to. The heavy lifting in the process has yet to begin and 
already there have been many cries of foul from various countries 
around the world, such as Israel who opposes any kind of deal that would allow Iran to get closer to being 
able to make a nuclear device. The final political stunt pulled last week was the announcement by Ted Cruz 
that he will be running for President in 2016 as a Republican contender. While very few think he can get the 
Republican base excited enough to get the vote to be the Republican nominee, it is still interesting that he 
jumped into the ring first. Up next for getting into the race will likely be Marco Rubio on April 13th as his 
political machine has rented out some very high priced event space on that day down in Florida. Yet to be 
heard from is former Florida governor Jeb Bush, who many consider the only viable contender from the 
Republican field, as well as Hillary Clinton, the clear front runner in the Democratic field who should easily 
get the nomination if she wants to run and try to become the first female President. 
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International News 

 
Greece continues to be in the headlines as it moves ever closer to a potential cash crunch. So far it has 
been able to make all of its payments to international creditors, but it is very quickly burning through its cash 
stock piles. This week Greece has two very large payments due in connection with the end of March, the 
first being to pay the public workers and the second being to pay the pensioners. While there is speculation 
that the country will not have enough money to make both payments, I am sure Greece will “find it” 
somewhere and make both payments in full. Greece seems like it would be scrambling a whole lot more at 
this point if it truly did not have enough money to make it through the middle of this week. Greece is, 
however, scrambling a little to ensure it receives funds from international creditors so it can make it to the 
much larger bailout payments promised in June. The latest is that Greece submitted its new plans to the 
international lenders as to how it will rectify its spending habits, and while these are better than the first 
proposal, the plans are still very far from the standards the international community is likely to demand. 
Greece is really just trying to kick the can down the road and get as much in funding from the international 
lenders as possible. One aspect of this latest exercise is that the local people in Greece seem to be thinking 
things may not go without a problem this time around; they have been pulling cash assets out of the Greek 
banks in mass over 
the recent weeks. 
Perhaps they can 
sense that something 
will be different this 
time. As you can see 
from the chart to the 
right, created with 
data pulled from the 
national Bank of 
Greece webpage,  
this outflow of cash 
from the Greek 
banking system has 
now left the entire 
system with the 
lowest amount of 
cash on hand since 
prior to the Great 
Recession back in 
2007. Prior to the 
latest down turn on 
the chart Greece has almost managed to maintain its cash deposit levels since early 2012. Last week 
billionaire investor George Soros, who has had his hand in a fair number of currency bets over the years, 
said he would give the odds 50/50 as to Greece staying on the Euro. This going from life support to life 
support in the form of bailout cash does have to come to an end at some point. Either Greece will badly 
misjudge the lending community and be pushed out or the countries lending Greece money may see 
enough support against supporting Greece that the governments will turn over and become much more 
nationalistic. Either way, it looks like the outcome is becoming clearer. Now the only question concerns how 
long the game will continue to be played. We should get some more clarity either this week or next from the 
European Central Bank (ECB) as to what it has been diligently purchasing with its bond buying program. 
March was the first month of buying and the ECB is supposed to have purchased 60 billion Euros of debt 
during the month. It will be interesting to see if it hit the target, went over or fell short of expectations. 
 
Outside of Europe last week the focus seemed to once again be on the Middle East. Yemen has become 
something of a hot bed for political discontent as the sitting President has been forced to flee to a southern 
port city. Yemen is a country in the Middle East that shares a border with Saudi Arabia and Oman but, more 
important, has a long sea boarder with both the Gulf of Aden and the Red Sea. Why should the world care 
about Yemen? Typically, it does not because it has been a relatively stable country in its quasi lawless 
nature. But now oil is at stake. Not the miniscule amount of oil the country produces and consumes 
internally, but the oil that moves along its border going through the Gulf of Aden and into the Red Sea, 
ultimately reaching southern Europe. The current President in Yemen has made sure the oil movements 
near his country are safe; the new group has all but officially overthrown the sitting president and does not 



appear to have the same penchant for foreign oil safety. To show just how important Yemen is to the global 
shipment of oil, Saudi Arabia has already formed a coalition of Arab member states to help try to put down 
the uprising and has already started to bomb insurgent positions within Yemen. It took these states many 
months to figure out if and by how much they wanted to help confront ISIS and other terrorist regimes within 
the region, but only a few short weeks to take action in Yemen. It helps that the Shiite rebels in Yemen are 
being backed by Iran and that Saudi Arabia is controlled by a Sunni majority, but never the less they are 
taking action. Oil initially spiked higher on news of the increased fighting in Yemen, but has since settled 
back down as it looks like Saudi Arabia and others have the situation under control for the time being. 
 
 

Market Statistics 

 

Equities  
 

Index Change Volume 

S&P 500 -2.23% Average 

Dow -2.29% Above Average 

NASDAQ -2.69% Average 

 
The three major US indexes declined last week, giving back almost the entire amount gained two weeks 
ago. At this point it seems like the US markets are in a wide trading range with the chopping becoming 
faster as time goes on, as indicated in the chart below: 
 

 
 
As you can see, the blue lines indicate the rough movements of the markets, while the green line 
represents the index movements. They increase and decline to about the same levels over time, but the 
cycle is becoming faster. 
 
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 

International Real Estate 0.08%  Biotechnology -5.20% 

Home Construction -0.11%  Semiconductors -5.16% 

Oil & Gas Exploration  -0.69%  Transportation -5.08% 

Infrastructure -0.69%  Real Estate -3.60% 

Consumer Staples -0.69%  Regional Banks  -3.59% 



International real estate was the only major sector of the markets to post gains last week, thanks in part to 
the uncertainty that has been building in both the equity and the fixed income markets over the past few 
weeks. Oil and Gas Exploration finally made it into the top 5 sectors as oil pushed higher by nearly 5 percent 
thanks to fighting in Yemen and uncertainty over how the situation will play out within the country now that 
the sitting President appears to be on the run. On the down side last week, the high flying Biotechnology 
and Semiconductors sectors led the way lower despite a large rally on Friday in Semiconductors as rumors 
were leaked that Intel was looking at purchasing Altera.  

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. This week the speculation was boosted by all of the Fed officials 
making speeches on a wide variety of topics: 

Fixed Income Change 

Long (20+ years) -0.34% 

Middle (7-10 years) -0.18% 

Short (less than 1 year) 0.00% 

TIPS -0.08% 

 

With several Fed officials speaking last week and seemingly giving conflicting information about when rates 
will start to increase, it seems like 2015 is for sure the year when rates will start to rise, but by how much 
and when they start to rise is anyone’s guess. The US dollar made it two weeks in a row of declines as it fell 
0.62 percent against a basket of international currencies. The strongest of the major global currencies last 
week was the Swiss Franc for the second week in a row as gained 1.40 percent against the US dollar. The 
weakest of the major global currencies last week was the Canadian Dollar as it gave up 0.56 percent 
against the value of the US dollar, despite many of the commodities it normally follows advancing. 

Commodities 
 
Rallying for two weeks in a row, most of the commodities posted gains last week: 
 

Metals Change 

Gold 1.31% 

Silver 1.38% 

Copper 0.15% 

 

Commodities Change 

Oil 4.94% 

Livestock 1.09% 

Grains -0.56% 

Agriculture -1.02% 

 
The overall Goldman Sachs Commodity Index turned in a gain of 0.92 percent last week on the strong 
performance of oil, which rallied for the second week in a row. Last week, as mentioned above, the driving 
force behind the upward movement in oil was uncertainty over the future of Yemen. Yemen is not a 
meaningful producer of oil by any stretch of the imagination, but it is strategically important because it 
controls one side of a major physical choke point between the Red Sea and the Gulf of Aden, a major 
shipping lane for oil moving from the Middle East to Southern Europe. All of the publically traded metals 
gained in value last week with Silver being the top performer for the second week in a row, gaining 1.38 
percent. Its two week total gain is nearly nine percent. Gold increased by 1.31 percent, while Copper barely 
moved, gaining 0.15 percent. The soft commodities were the weak spot of the week with Grains falling 0.56 
percent, while Agriculture overall declined by more than 1 percent.  
 

International Performance 
 
On the international front last week China saw the best performance of the week for the second week in a 
row with the Shanghai based Se Composite Index gaining 2.04 percent. Brazil turned in the worst 
performance as the Sao Paulo based Se BOVESPA index declined by 3.60 percent as uncertainty both on 



the political front as well as uncertainty over major upcoming sporting events seems to have called into 
question many aspects of investing in the country.  
 

Volatility 

With the three major US indexes trading in a wide trading range it is not surprising to see the VIX also 
trading in a trading range, albeit a smaller range than I would have expected given what has been going on 
in the markets. No sooner had the VIX hit the lowest level we have seen so far during 2015 than it turned 
around and jumped higher; last week it gained 15.75 percent. At the current level of 15.07 the VIX is 
implying a move of 4.35 percent over the course of the next 30 days. As always the direction of the move is 
unknown and we may change direction numerous times during the next 30 days if they are anything like 
these past 30 days have been. 

Performance 

For the trading week ending on 3/27/2015, returns in FSI’s hypothetical models* (net of a 1% annual 
management fee) were as follows: 

 Last Week YTD 

Aggressive Model -1.28 % 1.77 % 

Aggressive Benchmark -1.46 % 1.69 % 

Growth Model -0.91 % 0.97 % 

Growth Benchmark -1.14  % 1.36 % 

Moderate Model -0.55 % 0.33 % 

Moderate Benchmark -0.81 % 1.00 % 

Income Model -0.39 % 0.32 % 

Income Benchmark -0.40 % 0.54 % 

 
*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 remain in several partial 
positions that we would like to fill, but think there may be a better opportunity to do so in the near future. The 
sectors that were the strongest going into the week last week all came out very near the top of the list at the 
end of the week, so despite the large move in the markets it seems like it had little impact on any single area 
of investments. 

 

 

Economic News 

 
Week in Review 
 
Last week was an average week for economic news releases, but what was released by and large was 
not positive. There were two 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 3/23/2015 Existing Home Sales February 2015 4.88M 4.90M 

Neutral 3/24/2015 CPI February 2015 0.20% 0.20% 

Neutral 3/24/2015 Core CPI February 2015 0.20% 0.10% 

Slightly Positive 3/24/2015 New Home Sales February 2015 539K 470K 

Negative 3/25/2015 Durable Orders February 2015 -1.40% 0.50% 

Negative 3/25/2015 
Durable Goods -ex 

transportation 
February 2015 -0.40% 0.30% 

Neutral 3/26/2015 Initial Claims Previous Week 282K 293K 

Neutral 3/26/2015 Continuing Claims Previous Week 2416K 2425K 

Slightly Negative 3/27/2015 GDP - Third Estimate Q4 2014 2.20% 2.40% 

Slightly Positive 3/27/2015 
University of Michigan 
Consumer Sentiment 

March 2015 93.0 92.0 

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

 
The week started on Monday with the release of existing homes sales figures for the month of February, 
which came in almost exactly as estimated, pushing the home builders higher for the day. On Tuesday the 
Consumer Price Index (CPI) was released with two tenths of a percent increase being shown, far below 
what the Fed would like to see. New home sales were also released and better than expected, but the 
market hardly took notice as they were too busy pushing lower. On Wednesday the negative releases of the 
week were released with overall durable goods orders being shown to have declined by 1.4 percent, while 
orders excluding transportation fell by 0.4 percent compared to expectations that both figures would show a 
small increase during the month. These two figures were very concerning as they show a significant amount 
of weakness in a major part of the overall US economy. The poor durable goods orders numbers were part 
of what sent the market down a significant amount on Wednesday. On Thursday the standard weekly 
unemployment related figures both showed slightly better than expected figures, but not enough for the 
markets to really take notice. On Friday the third estimate of GDP for the fourth quarter of 2014 was 
released and the number was revised down to 2.2 percent from the second estimate of 2.4 percent. While 
this was negative on the surface the market actually reacted positively to the announcement as it seemed to 
push the date of the Fed raising rates further out. Wrapping up the week on Friday last week was the 
release of the University of Michigan’s Consumer Sentiment Index for the month of March (final estimate) 
and it came in slightly above market expectations, now if only confident consumers would start spending 
money everything would be set for a better recovery in the US economy.  
 

Upcoming Releases 
 
This week is a very heavy week for economic news releases with the releases spread out over the full 
trading week despite Friday being a market holiday. The releases highlighted below have the potential to 
move the overall markets on the day they are released:  

 

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


 

Date Release Release Range Market Expectation 

3/30/2015 Personal Income February 2015 0.30% 

3/30/2015 Personal Spending February 2015 0.20% 

3/30/2015 PCE Prices - Core February 2015 0.10% 

3/30/2015 Pending Home Sales February 2015 0.40% 

3/31/2015 Case-Shiller 20-city Index January 2015 4.60% 

3/31/2015 Chicago PMI March 2015 52 

3/31/2015 Consumer Confidence March 2015 96.4 

4/1/2015 ADP Employment Report February 2015 225K 

4/1/2015 ISM Index March 2015 52.5 

4/1/2015 Construction Spending February 2015 -0.30% 

4/2/2015 Initial Claims Previous Week 285K 

4/2/2015 Continuing Claims Previous Week 2424K 

4/3/2015 Nonfarm Payrolls March 2015 250K 

4/3/2015 Nonfarm Private Payrolls March 2015 245K 

4/3/2015 Unemployment Rate March 2015 5.50% 

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

 
This week kicks off on Monday with the release of personal income and spending for the month of February, 
which are both expected to show slight increases over the January level. Personal Consumption 
Expenditures (PCE) prices are also set to be released on Monday with a tenth of a percent increase 
expected, not nearly enough for the Fed to be comfortable. On Tuesday the Case-Shiller 20-City Home 
price index for the month of January is expected to show an annual gain of 4.6 percent on average. While 
slower than it has been in recent years, a nearly 5 percent gain on what is most people’s largest asset is a 
positive thing for the US economy. Likely overshadowing the housing data on Tuesday will be the release of 
the Chicago PMI and the Consumer Confidence Index as measured by the government. The Chicago PMI 
is expected to be perilously close to the inflection point of 50 so a reading below would be very negative, 
while a reading meaningfully above 52 could be seen as positive. Consumer confidence is expected to 
show no change over the February level and should not have an impact on the overall markets unless it 
really misses expectations. On Wednesday the first of the employment related reports of the week is set to 
be released with the ADP employment change figure for the month of March. Overall, the US economy is 
expected to have added 225,000 jobs during the month. This is a middle of the road figure; something up 
around 300,000 would be very positive for the economy, while a figure under 200,000 would be seen as 
very bad. The ISM Index will likely overshadow the other releases on Wednesday as it, much like the 
Chicago PMI, is expected to be very close to the inflection point of 50. Thursday will likely be a calm-before-
the-storm day for economic news releases as only the standard weekly unemployment related figures are 
set to be released. Friday will be a bit odd as the government is open and releasing several key pieces of 
economic data, but the markets are closed in observance of Good Friday. The unemployment rate will likely 
garner the most headlines, but there is an expectation of no change from the 5.5 percent we saw back in 
February. As is normally the case, the nonfarm public and private payroll figures are likely to show more of 
what is going on behind the scenes along with the participation rate and the U6 unemployment rate. The 
markets, however, will have all weekend to digest whatever the announcements hold so the impact should 
be somewhat muted when we all get back to work on Monday, the 6th of April. 
 
 
 
 
 
 
 
 
 
 



Fun Fact of the Week – Does Spring feel like it gets shorter every year? It does! 

 

 

 
 
 
 

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. 
 

Each year, according to astronomers, summer in the northern Hemisphere grows longer at the 
expense of a shortening spring. This happens because the Earth wobbles (called precession) 
on its axis as it orbits the sun, taking a chunk out of spring in the process. In total, spring will 
be shortened by four days over approximately 6,500 years. For a video demonstration of this 
process please see the following link http://www.weather.com/science/news/spring-shorter-
vernal-equinox-season 
 
 
Source: The Weather Channel, www.weather.com 

 


