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Commentary At-a-Glance 

 
 Major US indexes stayed well within their trading ranges. 

 Signs that the labor market may be weakening have started to surface. 

 Earnings season for the first quarter of 2015 continues to look dour. 

 Greece keeps muddling through its financial situation as cash dwindles.  

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

 
 
Market Wrap-Up 

 
Last week the markets were in full holiday mode during most of the week with last week being a 
shortened trading week due to the Good Friday holiday. A strong rally on Monday quickly faded on 
Tuesday as the first quarter of 2015 came to a close. 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 see above all three of the major US indexes (green lines) 
are solidly in their most recent trading ranges (red lines). We have 
now seen the markets in the same trading range since early 
February, despite the seemingly abundant uncertainty in the markets. 
While the markets have been in their trading ranges, so too has the 
VIX, which has been bouncing around the 52-week average level for 
the VIX for the past several weeks. At this point, from a technical 
standpoint, all three of the major US indexes are tried for both 
strength and weakness. With the end of the first quarter of 2015 
happening last week it was not surprising to see that some of the 
largest percentage gainers from the quarter were trimmed and a few 
of the sectors that had been the most beaten down saw strong 
inflows. As mentioned below in the sector analysis from the previous 
week, Semiconductors, Healthcare and Pharmaceuticals all fell into 
the category of investors taking profits last week, while sectors such as Telecommunications as well as Oil 
& Gas exploration seemed to be attracting investments. Until we see the markets breakout either above or 
below the current trading range, it looks like we will be stuck range bound in a sideways movement for the 
near term. 
  

 

National News 

 
With last week containing a holiday it was not surprising to see that the national news was largely 
unfocused. In fact, the only focus last week seemed to be on the Federal Reserve, as it has been for the 
past few months. The reason for the focus on the Federal Reserve last week was because some of the 
employment data they had been hanging their hat on as strong enough to warrant an interest rate hike has 
now started to show signs of weakness. The chart below shows the past 15 months of data for the Nonfarm 
public and private payroll figures, which indicate how many people were hired during a given month, both by 
the government and by the private sector.  
 

 
 
As you can see above, we had been meaningfully above the 200,000 level, which is right in the middle of 
the chart, even pushing as high as 425,000 new jobs being created during November. Since November, 
however, the payroll figures have been on a steady decline with both measures falling to approximately 
200,000 in January. The figure last week for March pushed both figures below 130,000. According to many 
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economists, the US economy needs to produce at least 200,000 jobs 
during any given month just to pick up the new entrants into the 
workforce, so anything under 200,000 does not even put all of the new 
entrants to the workforce to work. So clearly the work force is not as 
strong as it was first thought to be and it actually seems to be 
deteriorating. The reasons for the deterioration are numerous, including 
everything from the weather on the east coast to the port shutdown in 
the west coast and the falling oil prices killing jobs in the middle of the 
country. The labor numbers the Fed is watching to determine when to increase interest rates, however, 
included many more indicators, things such as labor force participation, all of the unemployment rates 
including the U6 rate and wage growth. In each and every one of the above mentioned indicators weakness 
has been shown during the past few weeks with last week being no exception. But labor numbers are not 
the only numbers the Fed will be watching and the market speculating about for when rates will increase, 
manufacturing data and the inflation/deflation figures have recently been negative,, both of which will play 
into the Fed’s decision. Last week seemed to have the labor force figures finally switch over and show what 
the other indicators had been showing for the past month and, with it, speculation about the Fed keeping 
rates low through the end of 2015 seems to be coming to the forefront. The other national news last week 
that pertained to the financial markets had to do with earnings season. 
 
With last week being the end of the first quarter of 2015 there was a lot of media coverage about earnings 
season for the first quarter of 2015 and speculation about how much the weather or the strength of the dollar 
may impact the quarter for corporations in the US. According to Factset Research, the S&P 500 is now 
expected to post a year over year decline in earnings of 4.6 percent for the first quarter of 2015. This would 
be the first year-over-year decline seen on the S&P 500 since late 2012 if it happens. This is a drastic 
change in expectations from the end of 2014 when the first quarter 2015 earnings expectation was for 
growth of 4.3 percent. The reason for the decline in earnings expectations is that the Energy sector has 
been absolutely slashed with the fall of oil and a number of rigs being pulled offline. Numerically, the energy 
sector expected a decline in earnings of 29.8 percent at the end of 2014 for the first quarter of 2015. Now 
that number has been revised to a decline of 64.2 percent. All 10 major sectors of the S&P 500 have revised 
their expectations downward, but energy is by far the worst revision. Also according to Factset, there have 
been 85 companies that have issued negative guidance about their earnings, while only 16 have issued 
positive guidance. Both of these figures also show that this could be a rough time for earnings 
announcements. So what does that mean for the markets in general? It means that a very low bar has been 
set for earnings season this time around, a bar that many companies will likely easily jump over, which could 
provide some upside surprises for the markets, but it will be on a stock by stock basis. 

 

 

International News 

 
International news last week had several topics that the global financial markets took notice of. They 
included the Iranian nuclear deal, continued fighting in Yemen, and Greece continuing to find money to fund 
itself and stave off default. With the deadline looming on Tuesday evening for the nuclear deal between Iran 
and the G8, the talks were extended into Wednesday and Thursday. At the end, an agreement was reached 
in principal. I say “in principal” because the actual deal will not be finished until June. This latest deal was 
just one step to get to work on the actual deal and hammer out the details. Israel, of course, is very upset 
about the deal, as are many members of Congress, but it does look like it will go through. The deal has little 
to do with the financial markets, but if Iran is allowed to keep working on nuclear energy there are fears the 
country could also be continuing to work on a nuclear bomb, a bomb that would threaten Israel’s very 
existence and cause a potentially large amount of chaos in an already chaotic region of the world. Yemen 
continued to make headlines as the fighting between the rebels and the government, which is now backed 
by several other Arab countries, intensified. This most directly impacts the price of oil as there is starting to 
be a premium added to oil over the uncertainty surrounding shipping lanes in the Middle East, as mentioned 
in last week’s commentary. The final international news topic last week had to do with Europe and the 
situation in Greece. While it does not appear to be getting any worse, it seems it is far from quickly getting 
better Greece has essentially been out of cash for the past few weeks, but has been sliding by, just barely 
making loan repayments as well as paying pension and government workers. Greece is trying to make it to 
June, which is when the next major tranche of funds from the Troika is set to be released. Last week 
Greece released its latest proposal as to how the current government will fix the situation. In all 67 pages of 
the document there seemed to be very little that would actually lead to the government either collecting 
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more in revenues or spending less. At this point the odds remain 50/50 as to whether the Greek government 
manages to pull through the latest financial difficulties without being forced out of the Euro and onto its own 
currency. 
 
 

Market Statistics 

 

Equities  
 

Index Change Volume 

S&P 500 0.29% Average 

Dow 0.29% Average 

NASDAQ -0.09% Average 

 
Last week was a pretty flat week for the three major US indexes as there was little movement either up 
or down. Volume overall last week was about average once you factor in the lack of Friday trading for 
the exchanges. Had the markets been trading on Friday we would have likely seen a negative day with 
the announcement of the labor force data as it came in much worse than expected: 
 
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 

Telecommunications 3.19%  Biotechnology -2.23% 

Home Construction 2.95%  Healthcare -1.48% 

Oil & Gas Exploration  2.47%  Pharmaceuticals  -1.32% 

Natural Resources 1.96%  Transportation -1.12% 

Regional Banks  1.77%  Semiconductors -0.73% 

Last week saw something of a flip between the sectors that have been performing poorly over the past few 
weeks and the sectors that have been performing well. Telecommunications as well as Oil & Gas 
Exploration, for example, have both been sectors of the markets that have been under pressure, yet last 
week they were in the top three performing sectors. On the flip side, Biotechnology, Pharmaceuticals and 
Healthcare made up the bottom three performing sectors of the week after strong performance over the past 
few months. Much of this has to do with the end of a quarter and money managers and investors alike 
taking profits on their winners and putting the money to work on the losing positions.  

Fixed Income  

Fixed income had a tame week in relative terms after all of the craziness we have been seeing over the past 
few weeks. There were no major changes or statements from the Fed to push the market around last week, 
despite fixed income trading all 5 days last week: 

Fixed Income Change 

Long (20+ years) -0.25% 

Middle (7-10 years) 0.28% 

Short (less than 1 year) 0.00% 

TIPS 0.33% 

 

With such little movement in the fixed income markets, some investors took to the currency markets last 
week to try to make some quick money. The US dollar reversed two weeks of declines last week, gaining 



0.19 percent against a basket of international currencies. In an interesting trade last week two of the 
commodity dependant currencies saw drastically different performance. The strongest of the major global 
currencies last week was the Canadian Dollar as it gained 0.43 percent against the value of the US dollar as 
oil traded higher for the week. The weakest of the global currencies last week was the Australian Dollar, 
which declined by 2.09 percent against the value of the US dollar, despite stronger commodity prices, as 
weakness over future demand from China seemed to be driving the movement. 

Commodities 
 
The rally continued into a third week in a row for most of the commodities last week: 
 

Metals Change 

Gold 0.19% 

Silver -1.23% 

Copper 0.98% 

 

Commodities Change 

Oil 0.55% 

Livestock 1.00% 

Grains 1.40% 

Agriculture 1.88% 

 
The overall Goldman Sachs Commodity Index turned in a gain of 0.56 percent last week on steady 
performance of Oil, which rallied for a third week in a row. Metals were mixed last week with Silver giving up 
1.23 percent, while Gold was up 0.19 percent and Copper increased 0.98 percent. The soft commodities 
rebounded last week after declining two weeks ago with all of them increasing by at least 1 percent.  
 

International Performance 
 
On the international front last week, Russia made a resounding comeback, gaining 12.09 percent as 
measured by the MSCI Russia Capped Index. Much of the move was due to uncertainty in the Middle East 
and, if a supply disruption were to happen in the region, the potential benefit to Russian oil as it does not 
have to move through the Middle East to get to Europe. Australia turned in the worst performance of the 
week as the Sydney based All Ordinaries Index declined by 0.33 percent.  
 

Volatility 

The VIX settled down just a little last week, in total giving up 2.65 percent in what turned out to be a tame 
week. At this point the VIX is almost exactly at the average level we have seen over the course of the past 
52 weeks. At the current level of 14.67, the VIX is implying a move of 4.23 percent over the course of the 
next 30 days. As always, the direction of the move is unknown. 

Performance 

For the shortened trading week ending on 4/2/2015, returns in FSI’s hypothetical models* (net of a 1% 
annual management fee) were as follows: 

 Last Week YTD 

Aggressive Model 0.28 % 2.06 % 

Aggressive Benchmark 0.54 % 2.24 % 

Growth Model 0.29 % 1.26 % 

Growth Benchmark 0.43  % 1.79 % 

Moderate Model 0.32 % 0.65 % 

Moderate Benchmark 0.30 % 1.30 % 

Income Model 0.44 % 0.77 % 

Income Benchmark 0.16 % 0.70 % 

 
*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 only one change to our models over the course of the previous week and that was to move out of 
our initial position in Pharmaceuticals, as the sector appears to be starting what could amount to a new 
break down. We continue to watch all of our positions and look for new investment opportunities, but at the 
current time we are seeing very little that makes us want to buy and many more things that are pointing us 
towards caution. 

 

 

Economic News 

 
Week in Review 
 
Last week was a busy week for economic news releases as the week contained both a month and 
quarter end as well as a holiday. Overall, economic weakness continued to be shown in the data. There 
were three releases that significantly missed expectations, highlighted below in red, and one that 
significantly beat market expectations, highlighted below in green: 

 

Economic 

Impact 
Date 

Economic News 

Release 
Date Range Actual Expectation 

Neutral 3/30/2015 Personal Income February 2015 0.40% 0.30% 

Neutral 3/30/2015 Personal Spending February 2015 0.10% 0.20% 

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

Slightly Positive 3/30/2015 Pending Home Sales February 2015 3.10% 0.40% 

Neutral 3/31/2015 
Case-Shiller 20-city 

Index 
January 2015 4.60% 4.60% 

Negative 3/31/2015 Chicago PMI March 2015 46.3 52 

Positive 3/31/2015 Consumer Confidence March 2015 101.3 96.4 

Neutral 4/1/2015 
ADP Employment 

Report 
February 2015 189K 225K 

Neutral 4/1/2015 ISM Index March 2015 51.5 52.5 

Neutral 4/1/2015 Construction Spending February 2015 -0.10% -0.30% 

Neutral 4/2/2015 Initial Claims Previous Week 268K 285K 

Neutral 4/2/2015 Continuing Claims Previous Week 2325K 2424K 

Negative 4/3/2015 Nonfarm Payrolls March 2015 126K 250K 

Negative 4/3/2015 
Nonfarm Private 

Payrolls 
March 2015 129K 245K 

Neutral 4/3/2015 Unemployment Rate March 2015 5.50% 5.50% 

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

 
Last week started on Monday with the release of personal income and spending for the month of February, 
both of which were shown to have increased slightly, but spending increased by less than was anticipated. 
Core Prices were also released on Monday and indicated that inflation continues to run very low in the 
overall US economy. The most positive release of the week was the pending home sales figure for the 
month of February, which showed that pending sales increased by 3.1 percent during the month of 
February. Much of this has to do with the start of better weather in various regions around the US. On 
Tuesday a second piece of housing related data was released, that being the Case-Shiller 20 City Home 
Price index, which indicated that home prices increased by 4.6 percent on a year over year basis on 
average across the US. While this is slower growth than some of the previous years, it is still solid growth on 
the asset, which is typically the largest asset an individual owns. The Chicago PMI for the month of March 
was also released on Tuesday and came in much worse than expected, showing a contraction in 
manufacturing, while an expansion had been predicted. The decline seen in manufacturing is really starting 
to be a problem for the US economy’s future growth. Helping to offset the negative manufacturing data on 
Tuesday was the release of the Consumer Confidence Index as measured by the government for the month 
of March, which saw the index surprise the market by more than 5 percent to the upside. The reading of 
101.3 is the second highest reading we have seen looking back to 2008. However, a consumer that is very 

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


confident and not spending any money is less useful to the economy than a consumer who is less confident 
but still spending money. It is the old adage of putting your money where your mouth is. On Wednesday the 
first of the employment related figures for the week were released with the ADP employment change report 
showing that 189,000 jobs had been created during the month. This figure was lower than expected, but not 
by enough to cause alarm or adjustments to the end of week employment figures set to be released. The 
ISM index for the month of March was also released on Wednesday and though it came in positive, it came 
in lower than anticipated. On Thursday the standard weekly unemployment related figures for the previous 
week were released with both figures coming in better (lower) than expected. On Friday, despite the equity 
markets being closed for Good Friday, the government released its latest employment figures for the month 
of March. Overall the unemployment rate in the US was unchanged at 5.5 percent, but the focus of the 
afterhours trading on the markets was the payroll figures as mentioned and charted above. Both nonfarm 
public and private payroll figures came in at roughly half of what was expected, further exacerbating the 
thought that the labor market was going to weaken and play catch-up with the other weakening economic 
indicators. The Fed surely will have to take note of this latest figure when considering raising interest rates 
for the first time in many years.  
 

Upcoming Releases 
 
After such a busy week last week it is only right to follow it up with a week that has next to nothing as far 
as economic news releases. The release highlighted below has the potential to move the overall 
markets on the day it is released:  

 

Date Release Release Range Market Expectation 

4/6/2015 ISM Services March 2015 56.90 

4/8/2015 FOMC Minutes March Meeting - 

4/9/2015 Initial Claims Previous Week 285K 

4/9/2015 Continuing Claims Previous Week 2395K 

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

 
This week starts out on Monday with the release of the services side of the ISM, which is expected to show 
a solid gain for the month of March, but much like the overall ISM index released last week this release 
could be a little optimistic. On Wednesday the minutes from the FOMC meeting held in March are set to be 
released. As is typical, the meeting minutes hold very little if any new information, but they do give a little 
better idea about the discussion that took place at the meeting as it pertains to when and by how much 
interest rates will start to move. This week wraps up on Thursday with the release of the standard weekly 
unemployment related figures, both of which are expected to be slightly higher than they were last week. In 
addition to the scheduled releases there are also a few key Fed officials making speeches throughout the 
week with the potentially most impactful being on Monday as New York Fed Governor William Dudley 
makes comments about the current economic situation in the US and how the Fed views the situation. 
  
 



Fun Fact of the Week – At least Greece was busy back on April 6th 1896 

 

 

 
 
 
 

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. 
 

On April 6, 1896, the Olympic Games, a long-lost tradition of ancient Greece, are reborn in 
Athens 1,500 years after being banned by Roman Emperor Theodosius I. At the opening of 
the Athens Games, King Georgios I of Greece and a crowd of 60,000 spectators welcomed 
athletes from 13 nations to the international competition. 
 
 
Source: History Channel www.history.com 


