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Commentary At-a-Glance 

 
 The NASDAQ has finally made it (15 plus years) to a new all time high!  

 Earnings season in the US continues to move ahead with earnings coming in lower. 

 Greece: Out with the old and in with the new; will it be enough to get bailout money? 

 Economic news last week sent mixed signals.  

 
 
Market Wrap-Up 

 
All three of the major US indexes moved higher last week on several key earnings announcements. The 
positive movement was enough for the NASDAQ to finally make a new all time high over the previous all 
time high hit back in March of 2000, some 15 years ago. Despite the NASDAQ moving much higher and 
attaining a new all time high the other two major US indexes remain range bound. 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: 
 

 
 

 



As you can clearly see above, the NASDAQ (lower left pane above) is now the strongest of the three major 
indexes, having broken out of its trading range last week and making a new all time high, as mentioned 
above. The second strongest index currently is the S&P 500 (upper left pane above), which is near the 
upper end of its most recent trading range. The next few days will be a good test for the index because it will 
either bounce off of the resistance level and move lower or the index could punch through the resistance 
level and move higher. The Dow (upper right pane above), on the other hand, seems perfectly content 
staying in the middle of its trading range as the index wades through earnings season. The VIX (lower right 
pane above) continued to push lower over the course of the previous week, ending the week at the lowest 
point we have seen so far during 2015 and the lowest point since November of 2014. At the current levels 
and with the markets climbing the proverbial wall of worry it would not be surprising to see the VIX push 
even lower. The main catalyst that could push it higher would be the situation in Greece getting further out 
of hand or misjudgments by the negotiating parties causing Greece to default on its debts. While this is a 
real possibility with the changes that have been recently made in Greece it appears the Greek government 
really will negotiate and come to the terms the lenders have outlined. 
 
The other catalyst that could push the markets higher or lower at this point is earnings season.  We have 
made it through a few weeks of earnings announcements without any major missteps, but we still have a 
long way to go. This week, as mentioned below, there are a few of the 
major integrated oil companies set to release their earnings. Granted, 
they have all guided expectations much lower over the past few 
months, but that does not necessarily mean they will beat 
expectations. If the first one or two of the major oil companies misses 
their already lowered expectations we could see the financial markets 
move noticeably lower, but this may also have the opposite effect as 
worse than expected earnings from the major oil companies may put 
the Fed on hold for increasing interest rates, something the market 
would likely cheer as the punch bowl of cheap money would continue 
to flow. We are starting to approach the time of year when lots of investors start to recite a very old saying of 
“Sell in May and go away; come back after Labor Day.” This saying is not exactly accurate as the original 
saying is “Sell in May and go away; come back after St Leger Day.”  
 
St Leger Day is the final horse race in the UK horse racing season that takes place during the first half of 
September every year. The reasoning behind the saying is that large money managers and bankers liked to 
take time off during the summers and do things other than look at the financial markets. In looking back at 
the historical data on the S&P 500 I found that the theory worked well in the 1960s and 1970s as the 
average return between the end of April and the end of September was indeed negative with the average 
being a decline of 2.15 percent. However, since the advent of computers and electronic markets the benefit 
of being out of the markets during the same months since 1980 has been reversed with gains being seen 
during this time, averaging 1.33 percent between April and September. Looking at the entire time period it is 
a wash with an expected gain of 0.15 percent from April through September of any given year. The period 
between the end of April and the end of September, however, does underperform by a lot when compared 
to investment returns on the S&P 500 between the end of September and the end of April. The average 
return between the end of September and the end of April is a little more than 8 percent per year since the 
1960s. Much of this gain is due to the holiday shopping season, a time when the US consumer does the 
majority of its discretionary spending for the year and corporate America benefits from the spending. 
 

 

National News 

 
National news last week was all about earnings season as the investment media seemed to ignore anything 
new on the Fed raising interest rates and even the upcoming Presidential elections to be held next year.  

 

Q1 2015 Earnings Releases 
 
Last week was the second week of earnings season for the first quarter of 2015 and financial companies 
were in the spotlight. 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: 
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According to Factset Research we have now seen 201 (40 percent) of the S&P 500 companies release their 
results for the first quarter of 2015. Of the 201 that have released, 73 percent have met or beaten earnings 
estimates, while 27 percent have fallen short of expectations. With last week seeing the percentage of 
companies beating earnings fall from 77 percent down to 73 percent, we have now moved under the 75 
percent that was the final figure for the fourth quarter of 2014 and the big oil companies have not released 
their earning yet. When looking at the revenues of the companies that have reported, 47 percent of the 
companies have beaten estimates. For comparison, fourth quarter 2014 saw 58 percent of companies beat 
revenues expectations. After this current week we should have a much better picture of where the numbers 
could be at the end of the quarter as numerous S&P 500 component companies are releasing their 
earnings. 
 
This week is the busiest week of earnings season with more than 1,500 companies set to report their 
earnings for the first quarter of 2015. 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: 



 

Aetna  ConocoPhillips  Lexmark International  Starwood Hotels 

Aflac  Cooper Tire & Rubber  LinkedIn  Time Warner Cable 

American Tower  Crocs  Marathon Petroleum  T-Mobile 

Anthem  CVS Health  Marriott International  Tuesday Morning 

Apple  Eastman Chemical  
Martin Marietta 
Materials 

 Twitter 

Aptargroup  Equity Residential  MasterCard  United Parcel Service 

Arrow Electronics  Exxon Mobil  Mylan  United States Steel 

Ball  Ford Motor  New York Times  Valero Energy 

Big 5 Sporting Goods  General Dynamics  Northrop Grumman  VF 

BorgWarner  Gilead Sciences  Owens & Minor  Visa 

Buffalo Wild Wings  
Goodyear Tire & 
Rubber 

 Panera Bread  Waste Connections 

Cardinal Health  GoPro  Pfizer  Waste Management 

Chevron  Helen of Troy  Phillips 66  Western Digital 

Clorox  Humana  Public Storage  Weyerhaeuser 

Coach  International Paper  Rent-A-Center  Whirlpool 

Colgate-Palmolive  J & J Snack Foods  Revlon  Wynn Resorts 

Columbia Sportswear  Kraft Foods Group  Sally Beauty  Xcel Energy 

 
Apple will be the most followed earnings announcement this week, as it is almost any week it announces 
earnings. Apple moves the markets and any insight into the cell phone business or new ventures such as 
Apple watch have large knock on effects on other technology companies. Another area of the markets that 
will be very closely watched this week is big oil companies as Exxon, Chevron, Conoco Phillips and Phillips 
66 all release earnings. For these companies the earnings time period for which they are reporting is a time 
when oil was at the lowest points we have seen since the recession of 2008. The bar is very low for these 
companies, but I am still looking for at least one to not perform up to expectations. MasterCard and Visa are 
the other two major announcements the markets will be watching very closely as they represent the majority 
of credit card transactions in the US and have a lot of data about the habits of US consumers. This week 
really will be a week that will make or break earnings season as we will easily push over the half way point 
on all of the major indexes in terms of the number of companies that have released earnings. 
 

 

International News 

 
International news focused on Greece last week as the country continues to struggle to come up with the 
cash needed for day to day operations. In the latest development, Greece changed out its players on the 
debt negotiations team, removing Finance Minister Yanis Varoufakis, as he seemed to be personally getting 
in the way of the negotiations. After a meeting last week, EU officials called him out for being lazy and 
dragging his feet. Mr Varoufakis still remains the Finance Minister for Greece so any final deal with the 
creditors and Greece would have to be approved by him, but it seems he will go along with any deal that is 
struck between the creditors and the new negotiations team. Following the news of the change in Greece 
the yields on Greek debt fell in a sign that the markets believe the chances for a deal are better with a new 
team. A new deal between Greece and its creditors is needed very quickly as the country is burning through 
its stock pile of cash faster than it seems to be able to build it. Greece has a few very large month end 
payments due later this week, mainly to public workers and pensioners. Next week Greece has an 800 
million euro loan payment due to the IMF. If Greece fails to make this loan payment, it would be the start of 
defaults by Greece. On top of the loan repayments next week the country also has to pay treasury debt 
holders to the tune of 1.4 billion Euros both next week and the week following. A default by Greece does not 
necessarily mean it will be kicked out of the Eurozone and off of the common currency, but it would spell a 
very difficult time ahead for Greece as the country attempts to negotiate from an even weaker position. 
 
 

 



Market Statistics 

 

Equities  
 
The markets continued their trend of moving down one week only to move higher the next as the three 
major US indexes moved higher after a poor showing two weeks ago. 
 

Index Change Volume 

NASDAQ 3.25% Average 

Dow 1.75% Average 

S&P 500 1.42% Above Average 

 
The large swings in the financial markets last week were almost entirely driven by earnings announcements 
as a number of companies have turned in earnings that were better than anticipated, even though the 
anticipated level was set extremely low due to fears about the strength of the US dollar and the drop in oil 
prices.  
 
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 

Software 4.47%  Home Construction -2.10% 

Technology 4.12%  Semiconductors -1.45% 

Telecommunications 3.55%  Oil & Gas Exploration  -0.19% 

Consumer Service  3.15%  Regional Banks  -0.03% 

Materials 2.92%  Energy 0.02% 

Technology related sectors turned in the top performance last week as strong earnings drove results and 
the NASDAQ pushed to a new all time high on Thursday, closing at 5,056.06, well ahead of the previous all 
time high from March 10th, 2000, of 5,048.62. The trading last week around the NASDAQ was a “rising tide 
lifts all boats” scenario, where anything related to technology seemed to be pushed higher. On the flip side, 
Home Construction had a tough week last week as the sector gave up more than 2 percent, thanks in large 
part to slowing construction spending. The one sector of the technology markets that bucked the trend last 
week and moved lower was the semiconductor sector as investors seemed to be more than willing to pull 
profits as the NASDAQ hit its all time high. There were also a few key earnings misses that helped push the 
sector lower during the course of the week.  

Fixed Income  

After fears of a Greek default two weeks ago scared investors into the US dollar, and US fixed income 
investments moved right back out last week as a default failed to materialize in Greece and negotiations 
continued: 

Fixed Income Change 

Long (20+ years) -1.81% 

Middle (7-10 years) -0.32% 

Short (less than 1 year) -0.01% 

TIPS -0.41% 

 

The fixed income market in the US continues to try to balance out the potential for the Fed increasing 
interest rates in either June or September with other fixed income investments around the world. Most of the 



developed markets are seeing interest rates much lower than the rates being seen in the US so we are 
technically still the safe haven for fixed income from around the world, but even the rates in the US are 
historically very low. Despite the relatively high rates on US fixed income and the uncertainty over Europe 
the US dollar slid by 0.43 percent last week against a basket of international currencies. The best 
performing currency globally last week was the British Pound, which increased by 1.63 percent as investors 
continued to leave the Euro, but decided to stay within the geographic region of Europe. After being the 
strongest of the global currencies last week the Swiss Franc moved into the dog house, turning in the worst 
performance of any of the major currencies last week, giving up 0.16 percent against the US dollar. 

Commodities 
 
Commodities overall were mixed last week as oil made it two weeks in a row of advances: 
 

Metals Change 

Gold -2.21% 

Silver -3.21% 

Copper -1.62% 

 

Commodities Change 

Oil 1.93% 

Livestock 2.66% 

Grains -2.07% 

Agriculture 0.45% 

 
The overall Goldman Sachs Commodity Index turned in a gain of 0.67 percent last week as oil rallied for the 
second week in a row, gaining 1.93 percent. Metals were negative last week with Silver giving up 3.21 
percent, while Gold was down 2.21 percent and Copper declined 1.62 percent. Weak demand seemed to 
be the driving force behind the lower metals last week as numerous reports seemed to point to lower overall 
demand of the metals. Soft commodities were mixed last week as grains moved lower while agriculture 
overall increased slightly with Livestock seeing one of the largest increases of the week, gaining 2.66 
percent.  
 

International Performance 
 
On the international front last week the best performance globally was found in Latin America. The best 
performing index last week was the Sao Paulo based Se BOVESPA Index, which gained 4.89 percent, as 
protests over President Rousseff’s government seem to be dissipating. The lowest performing index last 
week (the only negative performing index) was found in India and was the Bombay based Se SENSEX 
Index, which gave up 3.53 percent.  
 

Volatility 

The VIX has been in a yo-yo mode for the past few weeks and given that it was up by more than 10 percent 
two weeks ago last week it was time for a reversal. The VIX did not let us down, giving up 11.52 percent 
over the course of last week. This choppy volatility we have been seeing on the VIX is directly correlated to 
the choppy trading we have been seeing on the financial markets in general and it does not look like it will 
end any time soon. The VIX is currently at the lowest point we have seen so far this year as well as the 
lowest point we have seen since November of 2014. At the current level of 12.29 the VIX is implying a move 
of 3.55 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 4/24/2015, returns in FSI’s hypothetical models* (net of a 1% annual 
management fee) were as follows: 

 

 

 



 Last Week YTD 

Aggressive Model 0.88 % 2.07 % 

Aggressive Benchmark 1.57 % 5.28 % 

Growth Model 0.73 % 1.31 % 

Growth Benchmark 1.22  % 4.14 % 

Moderate Model 0.61 % 0.87 % 

Moderate Benchmark 0.87 % 2.97 % 

Income Model 0.59 % 0.77 % 

Income Benchmark 0.44 % 1.53 % 

 
*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 a few changes to our models over the course of the past week, as we adjusted out exposure 
to several sectors of the markets. The first thing we did last week was to add a new position in 
electronics through the Rydex Electronics Fund (RYSIX). We did this for several reasons, the first being 
that electronics and technology in general is an area of the markets we owned no exposure in and yet it 
is an area that has been reporting good earnings and has been growing in relative strength over the past 
few weeks. We used cash in most cases to fund the purchase of the electronics holding; if cash was not 
available we sold part of our holding in the strengthening dollar to free up enough money to make the 
purchase. The second change we made last week was to increase our exposure to healthcare as this 
sector continues to show strength as the market has been chopping around. We did this by selling part 
of our Rydex Healthcare fund (RYHIX) and swapping the proceeds into Profunds Ultra Healthcare 
(HCPIX). This fund employs a little leverage and increased our overall exposure to the sector while not 
tying up any more funds. In our lower risk models we also added to our position in Forward Select 
income fund (KIFAX) as this fund continues to perform well in the current market environment and is still 
maintaining a very strong dividend payout. Areas of the market we are still watching for potential 
investment in the near future include energy and oil and gas exploration as these two sectors of the 
market have moved substantially lower over the past 9 months and are showing up as potentially 
valuable to buy at these depressed levels. 

 

 

Economic News 

 
Week in Review 
 
Last week was a very slow week for economic news releases with the focus of the week being on the 
US consumer. There was a single release that missed market expectations by a significant amount 
(highlighted in red below) and one release that significantly beat market expectations to the upside 
(highlighted in green below). Surprisingly, they were looking at the same data: 

 

Economic 

Impact 
Date 

Economic News 

Release 
Date Range Actual Expectation 

Neutral 4/22/2015 Existing Home Sales March 2015 5.19M 5.05M 

Slightly Negative 4/23/2015 Initial Claims Previous Week 295K 288K 

Neutral 4/23/2015 Continuing Claims Previous Week 2325K 2330K 

Neutral 4/23/2015 New Home Sales March 2015 481K 520K 

Positive 4/24/2015 Durable Orders March 2015 4.00% 0.50% 

Negative 4/24/2015 
Durable Goods -ex 

transportation 
March 2015 -0.20% 0.40% 

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

 
Last week started out on Wednesday with the release of existing home sales for the month of March, which 
came in almost exactly at market expectations leading to a non-market reaction. On Thursday, in addition to 
the standard weekly unemployment related figures, new home sales for March came in below expectations, 



but not by enough for the market to take notice, leaving the housing related releases of the week at odds 
with each other. The unemployment numbers also sent mixed signals as initial jobless claims came in 
slightly higher than anticipated, while continuing jobless claims came in slightly lower than anticipated, thus 
having an offsetting effect on each other. On Friday more opposing figures were released with the durable 
goods orders figures. Overall durable goods orders increased by 4 percent, much better than the 0.5 
percent that was expected by the markets, but the reason for the increase was entirely due to the 
transportation industry. When transportation was excluded from the calculation, durable goods orders for the 
month of March declined by -0.2 percent, much worse than the anticipated increase of 0.4 percent. This 
means that without cars, trucks and planes, which are mostly purchased by corporate America, durable 
goods sales would have declined during the month. Since all of the transportation items that are included 
are very long life items, it means they will probably not be purchased again for a significant period of time. 
This could in turn lead to lower figures in the coming months as the US economy seems to be slowing down 
slightly. 
 

Upcoming Releases 
 
This week is a full week for economic news releases. The releases highlighted below have the potential 
to move the overall markets on the day they are released:  

 

Date Release Release Range Market Expectation 

4/28/2015 Case-Shiller 20-city Index February 2015 4.70% 

4/28/2015 Consumer Confidence April 2015 102.2 

4/29/2015 GDP-Adv. Q1 2015 1.10% 

4/29/2015 Pending Home Sales March 2015 1.60% 

4/29/2015 FOMC Rate Decision April 2015 0.25% 

4/30/2015 Initial Claims Previous Week 290K 

4/30/2015 Continuing Claims Previous Week 2318K 

4/30/2015 Personal Income March 2015 0.20% 

4/30/2015 Personal Spending March 2015 0.50% 

4/30/2015 PCE Prices - Core March 2015 0.20% 

4/30/2015 Chicago PMI April 2015 50 

5/1/2015 ISM Index April 2015 52 

5/1/2015 
University of Michigan 

Consumer Sentiment Index 
April 2015 96 

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

 
This week kicks off on Tuesday with the release of the Case-Shiller 20 City Home Price Index for the month 
of February. Expectations are for home prices on average to have increased by 4.7 percent. This seems 
reasonable given the data we have already received about the housing market for the same time period. 
Also released on Tuesday is the consumer confidence figure for the month of April, which is expected to 
show an increase of a little less than 1 point up to 102.2. While increasing confidence is nice, increasing 
confidence without increasing spending does the economy almost no good at all. On Wednesday the 
advanced first quarter 2015 GDP figure is set to be released by the US government. Expectations are for a 
drastic decline from the fourth quarter reading of 2.2 percent down to 1.1 percent growth. Later during the 
day on Wednesday the Federal Reserve is set to release their latest rate decision, which is expected to 
show no change from the zero to one quarter of a percent, the level it has been for many years at this point. 
Thursday is a busy day with the standard weekly unemployment related figures being released as well as 
personal income and spending for the month of March. Little change is expected on any of the figures as 
personal income and spending are both expected to have increased one half a percent or less, while 
unemployment claims are expected to have moved by less than 5,000 each. Later during the day on 
Thursday the Chicago PMI for the month of April is set to be released with expectations of a reading of 50.0, 
which is better than the 46.3 we saw back in March, but still far too close to the contraction zone for many 
investors. Manufacturing in the US has been contracting in nearly every region for the majority of 2015 so 
far and it does not look like there will be a change in this trend any time soon. On Friday morning the ISM 
index for the month of April is set to be released with expectations of a slight increase from 51.2 back in 
March up to 52 in April. This figure is close enough to the previous month’s reading that it would take a lot 



for the markets to react to this release no matter what is released. This week wraps up on Friday with the 
release of the University of Michigan’s Consumer Sentiment Index for the month of May (first estimate) in 
which confidence is expected to be exactly the same as it was the prior week when it was measured. 
  

Fun Fact of the Week – Greek debt repayment schedules 

 
 
 
 
 
 
 

The following charts are from the Wall Street Journal webpage and illustrate the amount of 
debt payments due by Greece for the rest of 2015 (first chart) and for all years out to 2054 
(second chart). Both scales are in billions of Euros: 
 

 
 

 
 
 
With such large numbers so many years out, and the only hope of repaying current debts 
being to issue further dated debt, it seems like a fool’s errand to continue trying to negotiate a 
deal, unless it is a deal that wipes out all of their outstanding debts, which the Europeans and 
other creditors will never go for. 
 
Source: Wall Street Journal; http://graphics.wsj.com/greece-debt-timeline/ 
 

 

http://graphics.wsj.com/greece-debt-timeline/


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. 
 


